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DECI SI ON

Paol 0' s Associates Limted Partnership (hereinafter "petitioner") has
petitioned the Comn ssioner for review of an interlocutory order of the
Trademark Trial and Appeal Board, issued in the above referenced
cancel l ati on proceedi ng. The order denied petitioner's notion for
judgment by default and granted the notion by cancell ation respondent
Paol o Bodo (hereinafter "registrant") that its late-filed answer to the
cancel l ation petition be accepted. The instant petition and the Board's
action will be reviewed pursuant to Rule 2.146(e)(2), 37 CF.R 8§
2.146(e) (2).

Fact s

Regi stration No. 1,344,564 for the mark "PAOLO S and desi gn" issued
June 25, 1985 to registrant Paol o Bodo. The registration covers certain
clothing itens in class25 and restaurant services in class 42. On
January 19, 1988, petitioner filed an application seeking registration
of "PAOLO S RI STORANTE and design" for restaurant services. The mark
was refused registration under Section 2(d) of the Trademark Act, 15
US C § 1052(d), based on the prior registration of registrant's mark
"PAOLO S and design." The refusal was made final in an action issued
February 23, 1989. [FN1] On June 21, 1989, petitioner filed a petition
with the Trademark Trial and Appeal Board seeking cancellation of the
regi stration.



On Novenber 8, 1989, the Board notified registrant of the filing of
the cancellation petition and noted that a responsive pleadi ng was due
no later than forty days thereafter. On Decenber 18, 1989, with the
consent of petitioner, registrant requested a one nonth extension of
time to file its answer to the cancellation petition. The request was
approved by an Attorney- Exanminer for the Board on January 10, 1990,
thus extending the due date for registrant's answer through January 18,
1990. Petitioner has acknow edged recei pt of a copy of the approved
request "on or about January 11, 1990."

Regi strant filed its answer on February 7, 1990, 20 days after the
ext ended due date, with a notion requesting that the late-filed
pl eadi ng be accepted. Petitioner, on February 15, 1990, filed a notion
requesting the Board to enter judgnent by default. Each of the two
parties subsequently filed argunents opposing the respective notions. A
t hree- nenber panel of the Board issued a decision on April 17, 1990
granting registrant's notion to accept the late- filed answer and
denying petitioner's notion for entry of judgnent by default.
Petitioner thereafter filed the instant petition seeking review of the
Board's order.

Deci si on

*2 Under Rule 2.113, 37 C.F.R. § 2.113, when a petition for
cancellation is filed, the Board "shall designate a tinme ... within
whi ch an answer must be filed." If the cancellation respondent fails to
file an answer within the tinme set by the Board, "the petition may be
decided as in case of default.” Rule 2.114, 37 CF.R § 2.114.

In practice, the cancellation respondent that fails to file a tinely
answer is "in default" once the due date for the answer has passed.
Notice of the default may be provided through the issuance by the Board
of an order to show cause why a default judgnment should not be entered.
However, in a case where the cancellation petitioner files a notion for
entry of judgment by default, service of the notion substitutes for the
Board's notice. In either scenario, the respondent nust then prove
there is "good cause" not to enter judgnent by default.

In the instant case, registrant had not, at the tinme its |ate answer
was filed, received "notice" that it was "in default." However,
registrant anticipated that it would have to establish "good cause" for
avoi ding entry of judgnent by default. Thus, counsel for registrant
expl ained in the notion seeking acceptance of the |late answer that the
failure to file an answer in tinely fashion was inadvertent and the
result of docketing errors. It was asserted that the facts set forth in
the notion were sufficient to establish good cause not to enter
judgnment by default. The Board agreed and accepted the late filed
answer, notwi thstanding petitioner's argunents in support of entry of
judgment by default. Petitioner's notion for judgnent by default was
consequently deni ed and di scovery and trial dates were set.

Petitioner seeks review of the Board's order by the Conmm ssioner on
two grounds. First, petitioner asserts that the Board committed clear
error when it applied the "good cause" standard of Rule 55(c) of the
Federal Rul esof Civil Procedure. Petitioner asserts that registrant



i nstead shoul d have been required to prove that its failure to file a
timely answer was the result of "excusable neglect,” as would be
required if registrant's notion to accept the |ate answer was taken as
a request to enlarge the tinme for filing the pleading pursuant to Rule
6(b) of the Federal Rules of Civil Procedure. Second, petitioner
asserts that even under the nore |enient standard of Rule 55(c), the
Board abused its discretion by finding that regi strant had not acted
willfully in failing to file its answer in tinely fashion and that
petitioner had not been prejudiced by the late filing.

The Commi ssioner will exercise supervisory authority under Tradenmark
Rule 2.146(a)(3), 37 CF.R 8 2.146(a)(3), to vacate an action of the
Trademark Trial and Appeal Board only where the Board has committed a
clear error or abuse of discretion. R ko Enterprises, Inc. v. Lindsley,
198 USPQ 480 (Commir Pats.1977). For the reasons set forth bel ow
petitioner's request that the Board's ruling be overturned nust be
rej ect ed.

1. The Board Acted Properly in Applying Rule 55(c)

*3 In inter partes cases before the Board, the Federal Rules of Civi
Procedure apply "wherever applicable and appropriate,” unless the Rules
of Practice in Trademark Cases provide otherwi se. Rule 2.116, 37 CF. R
§ 2.116. The Trademark Rules do not establish a standard for
deternmining the circunstances under which an answer to a cancell ation
petition may be filed late. Simlarly, the Trademark Rul es do not
establish a standard for deternmi ning when a default or a default
judgment may be set aside. Accordingly, Federal Rules 6(b), 55(c) and
60(b) all apply.

Regi strant's notion requesting acceptance of its late filed answer
invited the Board to consider the notion as either a "nunc pro tunc
request for extension of time" to file the answer, or an anticipatory
showi ng of good cause why judgnment by default should not be entered.
The notion may just as readily be viewed as a request under Federa
Rule 6(b)(2) to enlarge the tinme for registrant to file its answer to
petitioner's conplaint. If viewed as a notion under Rule 6(b)(2),
registrant's notion would have had to be denied by the Board, since the
Board found that the docketing problens of registrant's counsel did not
constitute "excusabl e neglect." However, the Board chose to apply Rule
55(c) rather than Rule 6(b)(2) and exercised sound judgnent in doing
So.

The courts and the Board are reluctant to grant judgnents by default
and tend to resolve doubt in favor of setting aside a default, since
the I aw favors deciding cases on their merits. Mrris v. Charnin, 85
F.RD. 689 (S.D.N. Y.1980); Alopari v. O Leary, 154 F.Supp. 78
(E. D. Penn. 1957); Thrifty Corporation v. Bomax Enterprises, 228 USPQ 62
(TTAB 1985); Regent Baby Products Corp. v. Dundee MIIs, Inc., 199 USPQ
571 (TTAB 1978).

A notion to set aside a default is addressed to the sound discretion
of the court, may be granted for good cause, and "is usually granted
when no substantial prejudice will result to the plaintiff and [when]

t he defendant, not being guilty of gross neglect, clainms the existence



of a neritorious defense." Kulakowich v. A/S Borgestad, 36 F.R D. 185,
186 (E.D. Penn.1964); See al so, Seanor v. Bair Transport Company of

Del aware, Inc., 54 F.R D. 35 (E.D.Penn.1971). Further, one court has
held that it is abuse of a court's discretion not to set aside a
default when circunstances are such that a plaintiff would not be
prej udi ced, the defendant has established a neritorious defense and
def endant did not engage in willful or bad faith conduct |eading to
default. Hel easco Seventeen, Inc. v. Drake, 102 F.R D. 909, 917
(D.Del.1984). Finally, where it is the attorney rather than the party
itself that is responsible for the failure to properly defend an
action, as is true of the instant case, courts are likely to vacate a
defaul t. Trust Conpany Bank v. Tingen-MIIford Drapery Conmpany, Inc.
119 F.R. D. 21, 22 (E.D.N.C. Raleigh Div.1987).

*4 It has been noted "that the case law with respect to default
judgments appears to be inconsistent with Rule 6(b)(2)'s provision for
extending the time to file an answer ... only in cases of excusable
negl ect." Kl eckner v. d over Trucking Corporation, 103 F.R D. 553, 556
(M D. Penn. 1984). Thus, even in a case when excusabl e negl ect coul d not
be shown and Rule 6(b)(2) would therefore have required denial of a
notion for |leave to file an answer out of tine, thus pronpting entry of
a default judgnent, it was held that the clear inport of the case |aw
interpreting Rules 55(c) and 60(b) woul d nonethel ess require the
judgment to be set aside on a showi ng of good cause as outlined above.
Kl eckner, 103 F.R D. at 556.

The Kl eckner court was "synpathetic to [plaintiff's] frustration with
the dilatory conduct of [defendant's] counsel" and noted that if it
"had the discretion to do so" it would have relied on the "egregi ous
facts" of the case to deny defendant's notion for leave to file its
answer out of tinme. Kleckner, 103 F.R D. at 556. The court al so
specifically noted its concern that decisions interpreting Rules 55(c)
and 60(b) act to severely |limt the courts' "ability to 'secure the
just, speedy, and inexpensive determnation of every action' " because
the deci sions preclude application of any "substantial sanction agai nst
a defendant who fails to file an answer” within the specified tinme, in
t he absence of prejudice to the plaintiff. Kl eckner, 103 F.R D. at 556
Nonet hel ess, the court concluded that case law did not allow it to deny
the notion for leave to file a | ate answer. Kleckner, 103 F.R D. at
556.

In the instant case, direct application by the Board of the "good
cause" standard of Rule 55(c) was proper and expedi ent and avoi ded what
woul d have been a pointless application ofthe "excusabl e neglect"”
standard of Rule 6(b)(2). In fact, given the case |law on the subject,
it mght have been clear error for the Board not to accept registrant's
| ate answer and deny petitioner's notion for entry of judgnment by
defaul t.

2. Evidence of Bad Faith and Prejudice is Lacking

Distinct fromits argunment urging an artificial application of Rule
6(b)(2), petitioner also argues that the Board ought to have entered a
default judgnent because registrant willfully refused to file an answer
in tinely fashion, causing prejudice to petitioner. [FN2] Specifically,



petitioner argues that registrant received actual notice that its
answer was due on January 18, 1990 approxi mately a week before that
date and its failure to file the answer must be viewed as willful and
prejudicial to petitioner, which bore the expense of preparing and
filing its nmotion for entry of judgnent by default. Petitioner
concludes that the Board's failure to adopt such a view constitutes an
abuse of discretion.

(A) The Board Coul d Reasonably Have Found the Delay Was Not Proved to
be
WIIful

*5 |f the Board receives and approves a request for an extension of
time to file an answer in a cancellation proceeding, then the request
is stanped as "approved" and copies are nailed to the parties to the
proceeding. In the instant case, the Board approved registrant's
request for an extension of tinme on January 10, 1990. Petitioner has
acknowl edged that it received a copy of the approved extension request
on or about January 11, 1990, and it reasons that registrant must al so
have received a copy on or about that date. Accordingly, petitioner
argues that registrant received "actual notice" that its answer was due
on January 18, 1990 approximately one week before the due date and its
failure to file the answer nust therefore be viewed as willful.

The Board did not abuse its discretion or commt clear error in
failing to accept petitioner's contention on this point. First,
registrant's receipt of a copy of the approved extension request has
not been proved. Second, even if receipt is assuned, it does not
necessarily follow that such receipt would actually serve as a rem nder
to registrant of the due date for its answer. Rather, it is entirely
possi bl e that the approved request would sinply be associated with the
file for the cancellation proceeding by a clerk in the office of
registrant's counsel, without it ever having been revi ewed by counsel
who nay have relied on his docketing systemto provide himw th notice
of the due date for his client's answer. Thus, while it may be
reasonabl e to presune, for the sake of argunment, that the Board
followed its usual practice and nmailed to registrant's counsel a copy
of the approved extension request, and counsel's office may al so be
presuned to have received the copy, these presunptions do not
necessarily establish actual notice to counsel of the due date for the
answer .

The Board was presented with no evidence that registrant's counse
acted willfully in failing to file a tinely answer and petitioner's
argunment on this point cannot be considered conclusive. The Board was
entitled to rely on the representation of registrant's counsel that his
docketing systemfailed himin this case. Therefore, the Board cannot
be found to have acted inproperly in failing to find that registrant's
counsel acted willfully when he filed out of tine the answer to the
cancel l ati on petition.

(B) The Board Coul d Reasonably Have Found Substantial Prejudice Was Not
Proved



In denying petitioner's notion for entry of a default judgnent, the
Board stated "we believe that petitioner has incurred no substantia
prejudice."” Petitioner, however, argues that this finding was wong and
that it "has suffered prejudice" because of the costs it incurred in
preparing and filing its notion for entry of a default judgnent. [FN3]

In one case, in which defendant's notion to set aside a default was
alleged by the plaintiff to have caused prejudice through del ayed
satisfaction of plaintiff's claimand because of the costs incurred in
responding to the notion, the court held "plaintiff has suffered no
substantial, let alone prejudicial, injury.” General Tire & Rubber
Conpany v. QA ynpic Gardens, Inc., 85 F.R D. 66, 70 (E.D. Penn.1979). In
anot her decision, it was noted that litigation can reasonably be
expected to be expensive and, in the absence of an allegation that the
defendant's delay would result in "substantially greater"” litigation
expenses, the fees and expenses incident to a variety of notions that
resulted fromdefendant's delay were held insufficient to support a
claimof prejudice. Kl eckner, 103 F.R D. at 556. Thus, petitioner's
al l egation that the costs associated with one notion are, in this case,
sufficient to support a finding of prejudice could properly have been
rejected by the Board.

Concl usi on

*6 The Board properly applied the Trademark Rules, the Federal Rules
and relevant case law in issuing the interlocutory order that is the
subject of this petition. Petitioner has failed to establish any error
or abuse of discretion by the Board. The petition seeking reversal of
the Board's order is, therefore, denied. The cancellation file will be
returned to the Board for resunption of the cancellation proceeding.

FN1. Office records now list the application as abandoned, as of

Sept enber 30, 1989, for failure to respond to the final refusal. It
must be noted that petitioner's filing of a cancellation petition with
the Board did not serve as a response to the final Ofice action and
did not toll the six month response period follow ng i ssuance of the
action.

FN2. As noted, "good cause" for avoiding entry of a default judgnent
can be established when (1) the defendant's delay has not resulted from
an act that is willful, in bad faith, or in gross neglect, (2) the
defendant's delay has not resulted in substantial prejudice to the
plaintiff, and (3) the defendant has a neritorious defense. In this
case, petitioner contends registrant's delay was a willful act and did
result in prejudice. Petitioner has not contended that registrant has
failed to assert a neritorious defense. While the cancellation petition
asserts inproper issuance of the registration under Section 2(f) of the
Trademar k Act because the mark had not been in use, the registration

in fact, did not issue under Section 2(f); use dates were asserted in
the original application, and registrant denies the allegations of
nonuse and i nproper issuance. Further, while petitioner argues in the
alternative that registrant has abandoned use of its mark, registrant



has deni ed the allegation.

FN3. Petitioner requested the Board to require registrant to pay the
relevant attorneys' fees for this notion. In the order that is the
subject of this petition, the Board clearly pointed out that Rule
2.127(f), 37 CF.R &8 2.127(f), denies the Board authority to award
either attorneys' fees or costs to any party. Nonethel ess, petitioner
has conplained in the petition that the Board shoul d have awarded fees.
The Board acted properly in denying the request for an award of fees
and petitioner's resurrection of the argunment in the context of this
petition was superfluous and m ght have been avoi ded had petitioner
noted the Rule and case law cited by the Board on this point.
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