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8 UNITED STATES DISTRICT COURT

9 FOR THE EASTERN DISTRICT OF CALIFORNIA
10
11 | BELSTONE CAPITAL, LLC, No. 2:16-cv-01124-KIM-GGH
12 Plaintiff,
13 V. ORDER
14 | BELLSTONE PARTNERS, LLC;

BELLSTONE COMMERCIAL, INC.; and
15 | BELLSTONESHARES, LLC,
16 Defendants.
17
18
19 This trademark infringement case comes before the court on the motion to djsmiss
20 | brought by defendants Bellstone Partners, ELECF No. 21. Plaintiff Belstone Capital, LLC
21 | opposes, ECF No. 26, and defendants replied, E€R® On January 13, 2017, the court held a
22 | motion hearing, at which Maurice Ross and DaBilard appeared for plaintiff and Michael
23 | Thomas appeared for defendants. ForffdtHewing reasons, the court GRANTS defendants’
24 | motion.
25
26 1 , . . C ,
The court notes that in some instanitescomplaint and parties’ moving papers
27 | implicate only one defendant in a particular @ati For simplicity, the court refers to defendants
08 collectively in this order but is aave of the distinton between them.
1
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l. FACTUAL ALLEGATIONS AND PROCEDURAL BACKGROUND

Plaintiff is a corporate finance compaspecializing in technology development
and capital formation with a principal placelafsiness in New York. Compl. 1 9, 11, ECF
No. 1. Defendants are companies involved in reate$ending and real estate development
principal places of business in Californila. 1 8, 12—15. Plaintiff'srad defendants’ businesse
and customers do not overlaBeed. 11 10, 16. Defendants filsegan using the “Bellstone”
trademark in June 2004 § 37, and registered it as ardanark on August 3, 2010 with the
U.S. Patent and Trademark Office (USPTOInternational Clasg'IC”) 36 for “Lending
consultant services,” Registration idber 3828103 (the “-103 registrationit, 11 5, 26.
Plaintiff has been using the “B#bne” mark since at least 201l 1 37. Plaintiff currently has
a pending application with the USPTO to reglists Belstone mér Serial Number 86973133.
Id. 11 6, 31. During more than six years of aonent use, there Bdbeen no marketplace
confusion caused by the partiese of their respective markkl.

On April 20, 2016, plaintiff sent defendartdetter requesting that defendants
enter into a co-existence, consent, and crossdie agreement whereby they would confirm tf
plaintiff and defendants couttbncurrently use their resga® marks, and by agreement
acknowledge that such use would not causiketalace confusion among their respective
customer bases or otherwide. f 20. Defendants rejectecapitiff’'s request, and instead
demanded plaintiff cease and desiftinging defendants’ marklid. { 21. On May 6, 2016,

defendants filed a new trademark registratiopliaption with the USTPO, seeking broader

protection for their mark under IC 9 (computer sof®ya35 (business data analysis services in

the field of real estate), 36 (capital investmerthimfield of real estateqnd 42 (software for reg
estate investments)d. 11 22—-24. Defendants’ Serial Nuenlor this application is 87027088
(the “-088 application”).ld.

Plaintiff alleges, however, that defendaoainnot perform most of the services
they list in their -088 applicationd. 1 25. Most of the servicesowid require defendants to be

registered as a real estate broker lgy@lalifornia Bureawf Real Estateld. Although the

Managing Director for all three defendants, RoBerPrice IV, does haveraal estate license, at
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least one defendant, Bellstone Partners, LL@ptsso licensed, and defendants without real
estate licenses “may not lawfully provide lendoumsultant services for real estate developm
projects” under othgparties’ licensesld. 11 25, 56. Additionally, defendants’ assertion in th
application leading to theill©3 registration, that they weusing the “Bellstone” mark in
interstate commerce for lendiegnsulting services, was fraudual because defendants provid
their services under the trade name “Bellst®agners, LLC,” not “Bellstone” alone, and then
only in Southern California and Sacranto, not in interstate commerciel. § 26.

On May 24, 2016, plaintiff filed the comtd in this court, seeking: (1) a

declaration of non-infringement defendants’ trademark rights;) @ declaration that defendants

cannot register, via their -0O&pplication, the “Bistone” mark for services performed
unlawfully; and (3) cancellation afefendants’ -103 registration thfe “Bellstone” mark becaust
it was obtained fraudulentlySee generally id.

After the time for responding to theroplaint was exteretl by stipulation,
defendants filed a motion to dismiss on SepterBb@016. Plaintiff opposes each of defenda
contentions, Opp’n, ECF No. 26, and defartddave replied, Reply, ECF No. 27.

Il. LEGAL STANDARD

Under Federal Rule of Civil Procedure b6), a party may move to dismiss a
complaint for “failure to st&t a claim upon which relief can be granted.” The motion may be
granted only if the complaintdcks a cognizable legal theorysarfficient facts to support a
cognizable legal theory.Hartmann v. Cal. Dep’t of Corr. & Rehgh/07 F.3d 1114, 1122 (9th
Cir. 2013). Although a complaint need containydial short and plain statement of the claim
showing that the pleader is entitled to relief,dFR. Civ. P. 8(a)(2), in order to survive a motic
to dismiss this short and plastatement “must contain sufficiefaictual matter . . . to ‘state a
claim to relief that is plausible on its face&Shcroft v. Igbgl556 U.S. 662, 678 (2009) (quotin
Bell Atl. Corp. v. Twomb|y550 U.S. 544, 570 (2007)). A complaint must include something
more than “an unadorned, the-defendant-unlawfully-harmed-me accusation” or “labels an
conclusions’ or ‘a formulaic recitation dfe elements of a cause of actionld’ (quoting

Twombly 550 U.S. at 555). Determining whether a complaint will survive a motion to dism
3
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for failure to state a claim is a “context-spectsk that requires theviewing court to draw on

its judicial experience and common sensiel’at 679. Ultimately, theaquiry focuses on the

interplay between the factual allegations of theaglaint and the dispositive issues of law in the

action. See Hishon v. King & Spalding67 U.S. 69, 73 (1984).

In making this context-specific evaluatidhis court must cornsie the complaint
in the light most favorable to the plaiifitand accept its factual allegations as tréeickson v.
Pardus 551 U.S. 89, 93-94 (2007). However, “corsduy allegations of law and unwarrante
inferences’ cannot defeat an atlvese proper motion to dismiss3chmier v. U.S. Court of

Appeals for Ninth Circujt279 F.3d 817, 820 (9th Cir. 2002) (quotihgsociated Gen.

Contractors of Am. v. Metr@ater Dist. of S. Californigl59 F.3d 1178, 1181 (9th Cir. 1998)).

1. JUDICIAL NOTICE

Defendants ask the court to take judiciatice of four publiadecords they say are
maintained on the USPTO websitgeeDefs.” Req. for J. Notice (“RIN”") Exs. A-D, ECF
No. 21-2. Plaintiff also asks tleeurt to take judicial notice @f public record maintained on th
USPTO website. Pl.’s RIN Ex. 3, ECF No. 26-1. cturt may take judiciatotice of ‘matters o
public record’ without converting motion to dismiss into a rion for summary judgment, as
long as the facts noticed are sobject to reasonable disputdritri-Plex Techs., Inc. v. Crest

Grp., Inc, 499 F.3d 1048, 1052 (9th Cir. 2007) (chandgpeackets, citations and quotations

e

f

omitted). Accordingly, the court takes judicialtice of the marks’ filings, though not the content

of the documents themselves, because the filirga anatter of public record and their veracit
not in dispute.

Plaintiff also asks the couto take judicial noticef two emails sent from
defendants’ counsel toghtiff's counsel, Pl.’'s RIN Ex. 1nd a letter serftom plaintiff's
counsel to defendants’ coungl,’s RIN Ex. 2. These two @iis and the letter each are
referenced in plaintiff's complaint. Compl. §§-21. In reviewing a motion to dismiss, the c¢
may “consider documents in situations wheeed¢bmplaint necessarifglies upon a document
the contents of the document are alleged innaptaint, the document’s authenticity is not in

guestion and there are neputed issues as to the document’s relevanCetd Settlement v.
4
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Eisenberg593 F.3d 1031, 1038 (9th Cir. 2010). In ttése, the complaint only references thg
emails and letter, but does not necessarilyuplyn them. Because thenaplaint already alleges
the substance of the emails and letter, becdneseare not public records, and they are not
documents “necessarily relie[d] upon,” the cowgtlthes to judiciallynotice these documents.
V. DISCUSSION

The court notes defendants are not chaileg plaintiff's first claim seeking a
declaration of non-infringementnstead, defendants challenge ptdf's second and third claim
for relief. Chronologically, plaitiff's third claim corcerns defendants’ -103 trademark registe
in 2010, whereas plaintiff's second claim concerns defendants’ -088 trademark applicatiorn
in 2016. Although defendants advance numeesgaments, the court addresses only
defendants’ first two — incoastability and unlawful use- as they are dispositive.

A. Trademark Incontestability

Defendants argue their -103 registration bez@amontestable as a matter of law
2015. Mot. at 11-12. Under the federal Lanh&ah a trademark registration becomes
incontestable if and when the mark has beearoitinuous use for fivgears after the initial
registration, there has been no fidacision adverse to the registta claim of ownership of the
mark, there is no pleading challenge to the vglidf the mark, and the registrant files an
affidavit with the Commissioner of Patents witloine year after the expiration of the initial five
year period, affirming the mark is still in usg5 U.S.C. § 1065. Regration with the USPTO
“constitute[s] ‘prima facie evidence’ of the validity the registered marknd of the registrant’s

exclusive right to use the mark on the goaas services specified e registration.”Official

Airline Guides, Inc. v. Gos$ F.3d 1385, 1390 (9th Cir. 1993) (quoting 15 U.S.C. § 1115(a)).

“The incontestability provisions of the LanmhaAct were designed to provide a means for a
trademark holder to quiet title the ownership of his mark.Reno Air Racing Ass’n., Inc. v.
McCord 452 F.3d 1126, 1134 (9th Cir. 2006) (quotatomtted). In this case, defendants

registered their -103 mark on August 3, 2010m@b { 5. On August 3, 2015, defendants file
1
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“Combined Declaration of Usend Incontestability” with the BPTO regarding their -103 marKk.

SeeCompl. 1 52-55; Defs.” RIN Ex. C at 1-2, Ex. Defendants’ mark therefore became
incontestable in 2015See id.

As provided by 15 U.S.C. § 1119, courtvdahe power to cancel a registered
trademark, as well as “any pending trademarKiegions relating to the [registered markRirs
Fragrance Prod., Inc. v. Clover Gifts, In@95 F. App’x 482, 485 (9th €i2010). After a mark
has become incontestable, however, the courtigepas limited to the circumstances defined b
statute, 15 U.S.C. § 1118e¢e Park 'N Fly, Inc. v. Dollar Park & Fly, Inc469 U.S. 189, 203
(1985). The provisions of the Lanham Act enumatathe specific defensasid defects that wi
defeat incontestability are found in 15 U.S.C188(b). Plaintiff alleges two of these defects
its complaint, both of which defendants challenge: (1) fraud in the mark’s procurement, 15
8 1115(b)(1); and (2) misrepresentatiorthed source of defendants’ servicels, 8 1115(b)(3).
SeeCompl. 11 62-64.

1. Fraud

According to plaintiff, defendants’ “pourement and maintenance of [their] -10
registration constitutes fraud and justifiea@alling the registration” because defendants
knowingly made false representatia@hging the registration proceskl. § 62. Specifically,
plaintiff pleads that defendantsgaured their trademark fraudulgntty (1) averring before the
USPTO that they were providingethding consultant services” witheir mark when they were
not lawfully licensed to providhose services in Californiand (2) averring before the USPT(
that they used the mark continuously in interstat@merce for five years when, in fact, the m
they were actually using was maadly different from the one depicted in the application for
the -103 registration, and they did not tiseir mark in interstate commerchl. {1 62—63.

As noted, under the Lanham Act, a dauay cancel the registration of an
incontestable trademark when “the right to tieemark was obtained fraudulently.” 15 U.S.C
8§ 1115(b)(1). “Fraud in procuring a mark occwhen an applicant knowingly makes false,

material representations of factaannection with an application Quiksilver, Inc. v. Kymsta
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Corp,, 466 F.3d 749, 755 (9th Cir. 2006) (quotin®. Kichler Co. v. Davail, In¢.192 F.3d
1349, 1351 (Fed. Cir. 1999)).

In this case, plaintiff does not plausitallege that defendants committed fraud
the USPTO. Regarding plaifits assertion that defendantsnret provide “lending consulting
services” because they have hat a license to do so, plaintgfassertion is undermined by thé
factual allegation, found in its awpleadings, that the Managibgrector for all defendants,
Robert B. Price 1V, does have the requisite lseenCompl. 1§ 51, 56. Plaintiff alleges withou
citation to authority that defendis, and not merely defendants’ employees, must have a lice
for defendants to engage in the business of “lendonsulting servicesPut this allegation is
overly formalistic and illogicabn its face. By way of analogy, a courier delivery services
company that transports packages in delivenksumoes not have a drive license; each of its
drivers does. Such a company would not commit fraud by representing it is in the busines
trucking. Plaintiff's pleadingare insufficient to state a claiabsent more particularized
allegations as to why a particularporate defendant must have a license.

As for plaintiff's allegation that defendants committed fraud when registering
name “Bellstone” alone, when it was cleamfr the specimen provided to the USPTO that
defendants were in fact usingettrade name “Bellstone PartaglLLC.,” this allegation is
specious at bestSee idf{ 52-53. To sufficiently allege fraudthe procurement, plaintiff mus
plead that defendants “knowingly ma[de] falsefenal representations of facts in connection
with [their] application.” In re Bose Corp.580 F.3d 1240, 1243 (Fed. Cir. 2009) (citation
omitted);accord Quiksilver466 F.3d at 755. Instead, plaintiffs point to the very specimen
defendants provided to the USPTO, whoontains the word “Bellstone. SeeCompl. 11 52, 54.
In other words, plaintiff’'s own pleadings demonstrate defendants provided the USPTO wit
information plaintiff alleges defendants thield, undermining any allegations of fraud.
Although plaintiff may disagre with the USPTO'’s decision to register the word mark “Bellst
based on a specimen that reads “Bellstone RartheC,” that disagreement does not make ot
claim of fraud. Additionally, “[a] trademark & proper adjective designating a particular thing

and distinguishing it fronother like things.”Highline Capital Mgmt., LLC v. High Line Ventur
7
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Partners, L.P.No. 15-660, 2015 WL 10847688, at *3 (S.DYNOct. 1, 2015) (citations
omitted). Here, the addition of the words “PartnetsC,” is “purely descriptive and . . . does r
change the commercial impression of the maf&ee id(citations omitted). Accordingly,

plaintiff has not sufficiently alleged defendamommitted fraud when registering the name

“Bellstone” alone.

ot

Plaintiff's allegation that defendants committed fraud by materially altering their

mark fails for similar reasonsseeCompl. 11 54-55. As with the specimen defendants provi
the USPTO with its initial application for theG3 word mark, plaintiff's alleged evidence of
misrepresentation is again the very specimen defesgaovided to the USRI, Even given tha

defendants provided the USPTO with two specdisnihat appear different, plaintiff cannot

plausibly allege fraud when defemdsa provided the USPTO with botitf. Levi Strauss & Co. V.

Abercrombie & Fitch Trading CpNo. 07-03752, 2008 WL 4614660, at *9 (N.D. Cal. Oct. 16
2008) (“Statements of honest, but perhagsiirect belief or innocently made inaccurate

statements of fact do not constittftaud.” (brackets and quotation omitted)).

ded

—

Finally, plaintiff's allegation that defendants committed fraud by misrepresenting

that they used their mark in interstate contedails in light of plaintiff's allegations that
defendants advertised theervices and their matkrough their websiteSee id T 15, 49-50.
“Because the internet & instrumentality of interstate commerce, courts have repeatedly h
that the [ ] use of a trademark on the integaisfies the ‘in commerce’ requiremenvePoint,
Inc. v. Power Tools, Inc981 F. Supp. 2d 496, 512 (W.D. Va. 2013) (citing cases) (quotatiof
omitted);see also Lobo Enterprises, Inc. v. Tunnel,, 1822 F.2d 331, 332 (2d Cir. 1987) (“It i
well established that Lanham Act jurisdiction extetadthe limit of Congress’s power to regula
interstate commerce.”gccordThompson Tank & Mfg. Co. v. Thomps6a3 F.2d 991, 993 (9t
Cir. 1982). Therefore, by platiff’'s own pleadings, defendantsiwve satisfied the “in commerce
requirement.SeeAtkins v. City of Chicagd31 F.3d 823, 831-32 (7th Cir. 2011) (under
TwomblyandIigbal courts need not accept as true allegatiortie complaint that are fantastic

contradicted in the complaint itself).
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Plaintiff has not sufficiently pled defendants committed fraud to defeat the
incontestability of defendants’ mark.

2. Misrepresenting the Source of the Services

Plaintiff's misrepresentation allegatiederivative of its fraud allegation.

Plaintiff contends a specific defendant, Beltst Partners, LLC, wasqeired to have, and did

not have, a real estate broker liserio perform lending consultasgrvices under California law,.

Compl. 1 57. Plaintiff alleges that becaude trefendant could néawfully provide lending
consulting services, it must notuyeaperformed those services, dhdrefore it had to have mad
a material misrepresentationttee USPTO by stating it didSeeCompl. § 53, 55. This leap in
logic is the type of “unwarraat inference [that] cannot defeat an otherwise proper motion t
dismiss.” Schmiey 279 F.3d at 820. Nowhere in the complaint does plaintiff explicitly alleg
this defendant did not perform tkervices at issue. To therdrary, plaintiff implies throughout
the complaint that the defendant did, in actuaptyvide these servicess defendant’s providin
these services is the basis for plaingifitaud and misrepresentation allegatioBeeCompl.
11 26, 53, 57, 63.

Accordingly,plaintiff has not plausibly pled thatefendants made a material
misrepresentation to the USPTO.

For the reasons stated abptree court finds plaintifhas not pled facts showing
fraud and misrepresentation sufficient to deteatincontestability oflefendants’ trademark.
Defendants’ motion to disiss plaintiff's third claim for relief is GRANTED.

B. Unlawful Use

Plaintiff's second claim for feef, that defendants cannotgister a mark with their

-088 application for services permed unlawfully, is similar tats fraud and misrepresentation
allegations. More specifically, pliff alleges in its second claimrfoelief that “most, if not all,

of the services that [defendants] list[ ] in [their] -088 application must be” performed by a r

D

O

D

pal

estate broker licensed by the California BureaRedl Estate. Compl. 1 43. Because defendants

are not licensed real esabrokers, plaintiff argues, theyroaot lawfully perbrm the services
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listed in their -088 applicatiomnd a trademark used unlawfutignnot be registered with the
USPTO. Id. T 44.

Trademark rights arise from the use ohark to identify goods or services in
commerceB & B Hardware, Inc. v. Hargis Indus., Inc._ U.S. _ , 135 S. Ct. 1293, 1299-13
(2015), and “use in commerce only creat@demark rights when the usdéawful,” CreAgri,
Inc. v. USANA Health Scis., Ind.74 F.3d 626, 630 (9th Cir. 2007) (emphasis in original). T

are two rationales for this rule:

First, as a logical matter, to hold otherwise would be to put the
government in the anomalous position of extending the benefits of
trademark protection to a sellesised upon actionsdlseller took in
violation of that government’s owlaws . ... Second, as a policy
matter, to give trademark priority to a seller who rushes to market
without taking care to carefully comply with the relevant
regulations would be t@eward the hasty ahe expense of the
diligent.

CreAgri, Inc, 474 F.3d at 630 (quotations and citations omitted).

However, “[tlhere must be some nexhetween use of a mark and an alleged
violation before it can be sattat the unlawfulness . . . has riéad in a trademark’s invalidity.”
Id. at 631 (quotation omitted). Additionally, tradet@rotection is not prégded by violations
of law that are “immaterial,” in other words where unlawful violation isiot “of such gravity
and significance that the usage [of the mark] mustdpesidered . . . so tainted that, as a matte
law, it [enjoys] no trademark rights.d. at 633 (quotingsen. Mills Inc. v. Health Valley Foods
24 U.S.P.Q.2d 1270, 1274 (1992)). “[A] case by ctermination is preferable to a blanket
policy of finding every possibleethnical violation to result ioancellation of a registration, no
matter how minor or harmless the violation may b&£n. Mills Inc, 24 U.S.P.Q.2d at 1274. It
appears unsettled whether the unlawful uséroh@capplies only when the trademark holder
violates federal laws, or whethi also applies when the trademark holder violates only state
laws. See Veronica's Auto Ins. Servs., Inc. v. Veronica’s Servs.Nac13-01327, 2014 WL
7149530, at *5 (C.D. Cal. Det5, 2014) (comparing cases).

i
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Assuming without deciding that violatis of state law can be grounds for

cancellation of trademark protections under thawhil use doctrine, plaintiff's pleadings fail

because, even if true, they do not establishdbBndants violated statewv as discussed above|

Plaintiff acknowledges that eachfdedant’'s Managing Director, Rofd3. Price IV, is a license
real estate brokerSeeCompl. 1 56. It also appears from the face of the complaint that one
defendant, Bellstone Commercial, Inalso has the requisite licensgee id. Although plaintiff
alleges one defendant may wdfier lending consulting servicemder the license of a co-
defendant or one of its employesseg id, plaintiff never pleads a specific instance when any
defendant allegedly offered lemdi consulting services in violat of state law. Without such
specificity, plaintiff's pleathgs fail to establish elaim as a matter of law.

Additionally, in its second claim for relief pl&iff alleges that “mas if not all, of
the services listed by [defendants]” in the -@@®lication would require defendants to be a
licensed real ¢ate broker.Id. § 43. Pleading “most, if not ali5 not the same as pleading “all
and plaintiff has identified no specific instancenvnich defendants violated California law. Fa
this reason too plaintiff does not adequately glealawful use because the complaint relies o
on vague and conclusory innuendo, even when view#e light most favorable to the plaintiff
and does not establish thafeledants ever acted unlawfully.

Plaintiff has not sufficiently pled thaefendants’ unlawful use of their mark
would warrant a cancellation ofein -088 application. Defendantsiotion to dismiss plaintiff's
second claim for relief is GRANTED.

V. CONCLUSION

For the aforementioned reasons, defendantgion to dismiss plaintiff's second
and third causes of action is GRANTED. Fed&uale of Civil Procedure 15(a)(2) provides tha

“[t]he court should freely give [party leave to amend its pleadinghen justice so requires,” arf

the Ninth Circuit has “stressed Rule'd policy of favoring amendments Ascon Properties, Ing.

v. Mobil Oil Co, 866 F.2d 1149, 1160 (9th Cir. 1989). Because amendment has not been

to be futile, plaintiff is granileave to amend its complaint wittfourteen (14) days of the
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filing of this order. If plaintiff elects not to amend its complaint, this case will proceed solel
plaintiff's first claim, whichis unaffectedy this order.
This resolves ECF Nos. 21, 26, and 27.
IT IS SO ORDERED.
DATED: March 27, 2017.

UNIT TATES DISTRICT JUDGE
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