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REASONS FOR JUDGMENT AND JUDGMENT

[1] Thisisan appeal pursuant to section 56 of the Trade-marks Act, R.S.C. 1985, c. T-13, as
amended (the Act), from adecision of the Registrar of Trade-Marks dated September 25, 2008
expunging the appellant 's trade-mark for rum, CASTILLO, registration number 341,290, for the

failure to show use pursuant to Section 45 of the Act.

[2] Section 45 provides for the expungement of aregistered trade which is not used during the

three year period immediately preceding notice by the Registrar of Trade-Marks, and where the
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absence of useis not dueto special circumstances that excuse the absence of use. Entitlement to a

trade-mark in Canadais predicated on aregime of “useit or loseit”.

TheParties

[3] The appellant in this case is Jose Cuervo, SA. De C.V. (Jose Cuervo). Jose Cuervoisa
corporation incorporated pursuant to the laws of Mexico which markets al coholic beverages around
theworld, including CASTILLO rum. Jose Cuervo isthe last owner in the chain of title to the
CASTILLO trade-mark. Jose Cuervo appeals the decision to expunge its CASTILLO mark for non-

use.

[4] The respondent Bacardi & Company Limited (Bacardi) is the Requesting party. Bacardi
requested that the Registrar issue anotice in accordance with section 45 of the Act with respect to

the CASTILLO trade-mark to inquire whether the trade-mark should be expunged for non-use.

[5] The other respondent, the Registrar of Trade-Marks, made no representations on this appedl.

FACTS

Previous Appeal

[6] Thisisthe second time in which the CASTILLO trade-mark has been before this Court on

appeal from an expungement decision of the Registrar of Trade-Marks.
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[7] On the first appeal to the Federa Court, the gpplicant’ s predecessor in title to the
CASTILLO trade-mark produced evidence showing asingle sale of forty-one cases of CASTILLO
rum on November 21, 1994 to the Liquor Control Board of Ontario. In Quarry Corp. v. Bacardi &
Co., [1996] F.C.J. No. 1671 (QL), 124 F.T.R. 264 (F.C.T.D.), Justice L utfy (as he then was) held
that the appellant demonstrated that atransaction “in the normal course of trade’ had occurred,
which was sufficient to allow the appeal and set aside the decision of the Registrar to expunge the
CASTILLO trade-mark. Justice Lutfy held at paragraph 20:

120 Inmy view, the evidence discloses abonafide sale. The

invoice and the NAFTA certificate of origin do not reflect a

transaction of akind “...being deliberately manufactured or contrived

in an attempt to protect the registration of atrade mark rather than to

establish its genuine use in the normal course of trade”: McNair J. in

Philip MorrisInc. v. Imperial Tobacco Ltd. (No.2) (1987), 13 C.P.R.

(3d) 289 at 295. The transaction took place long before it could have

anticipated the respondent’s request for the issuance of a section 45

notice in September 1995. These considerations support the

statement in the Cantu affidavit that the transaction was "in the

normal course of trade’.
[8] Justice Lutfy’ s decision was upheld by the Federal Court of Appeal: see Bacardi & Co. v.
Quarry Corp., [1999] F.C.JNo. 345 (QL), 238 N.R. 71 (Fed. C.A.), per Justice Strayer (as he then
was). However, Justice Strayer held at paragraph 2 that a“single sale divorced from all context”
will not normally be considered to be adequate use. Rather the requirement of use must bein the
“normal course of business’. The Federal Court of Appeal implied that asinglesdeof rumina

particular year may not be a transaction in the normal course of trade. Normal course of trade means

more than one sale which could be contrived to protect a trade-mark.
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2005 Notice
[9] On October 17, 2005, the respondent Bacardi requested again that the Registrar issue a
notice in accordance with section 45 of the Act to the appellant in connection with the CASTILLO

trade-mark. On October 26, 2005 the Registrar issued the notice.

[10] The parties made written submissions to the Registrar. Bacardi submitted that the
CASTILLO trade-mark should be expunged because the appellant failed to show use in Canada of
the trade-mark in association with rum during the three year period immediately preceding the
notice, i.e. from October 26, 2002 to October 26, 2005 (the relevant period), or sufficiently establish

that there exist specia circumstances that excuse the absence of use of the trade-mark.

Affidavit evidence beforethe Registrar of Trade-marks

[11] The appdlant submitted to the Registrar an affidavit dated June 23, 2006 deposed by Mr.
Ricardo Juarez Avina, Manager of the Legal Department of the appellant. The affidavit produced
evidence of two salesinvoices of CASTILLO rum. The first invoice, dated November 21, 1994, is
for 41 cases of CASTILLO rum sold to the Liquor Control Board of Ontario. The second invoice,

dated November 24, 1999, isfor 100 cases sold to the Alberta Liquor and Gaming Commission.

[12] Mr. Avinadeposed that around May 2002 the appellant undertook a new marketing strategy
to incorporate the “ secondary” COHIBA trade-mark into the label for rum bearing the CASTILLO
trade-mark. Mr. Avina stated that a company related to the appellant, Tequila Cuervo, SA. deC.V.,

isthe owner of the COHIBA trade-mark in Mexico and that the appellant is authorized by Tequila
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Cuervo to use the trade-mark COHIBA in Canada. Mr. Avinadeposed at paragraphs 9 and 10 of his
affidavit:

9. On or about May 2002, a significant marketing effort was
undertaken to create anew label for the rum bearing the
Trademark CASTILLO to also include the secondary
trademark COHIBA.. Attached as Exhibit B is a sample of the
new CASTILLO labdl.

10. TequilaCuervo, SA. de C.V. [hereinafter Tequila Cuervo] is
the owner of Reg. No. 480820 for COHIBA in Mexico.
Tequila Cuervo and CUERVO are related companies and
CUERVO is authorized by Tequila Cuervo to use the
trademark COHIBA in Canada.

[13] Mr. Avinaexplained that the new co-branding marketing strategy triggered a“world wide
dispute’ between Tequila Cuervo and Cubatabaco, the owner of the trade-mark COHIBA for usein
association with cigars. Mr. Avina deposed at paragraph 13:

... Until such time as this worldwide disputeis resolved, CUERVO

has received ingtructions from Tequila Cuervo to defer new

marketing plans and development, aswell as use, for products

branded with the COHIBA trademark in Canada because of threat of

litigation by Cubatabaco. These instructions have resulted not only in

adelay in sdlling COHIBA branded productsin Canada but also

CASTILLO branded products in Canada since the CASTILLO label

bears both trade-marks.
[14] Mr. Avinafurther deposed that the appellant has a* strong interest” in using and resuming
the use of the CASTILLO trade-mark in Canada. The appellant provided its sales figures for
CASTILLO rum productsin Mexico for 2003, 2004 and 2005. Mr. Avinasaid that as soon asit is
permitted by Tequila Cuervo to resume use of the COHIBA trade-mark in Canada, and the

appellant is reasonably certain that no trade-mark infringement action will be taken against it, the
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appellant will resume the use of the CASTILLO trade-mark in Canadain conjunction with the

COHIBA trade-mark.

The Decison under appeal

[15] Onbehalf of the Registrar, amember of Trade-marks Opposition Board, after conducting a
hearing where the appellant and Bacardi were represented, issued the decision that the appellant’s
CASTILLO trade-mark ought be expunged from the Trade-Marks Register for failure to show use

pursuant to section 45 of the Act.

[16] Thedecision stated at page 2, and | paraphrase:

a thereisno evidence of salesof CASTILLO rum by the appellant in Canada during
the relevant three year period;

b. theissueiswhether the affidavit establishes facts from which the Registrar can
conclude that the absence of use is due to special circumstances that excuse the non-
use of the CASTILLO trade-mark;

c. theperiod of non-use in Canada by the appellant of the CASITLLO trade-mark is
approximately 6 years from November 1999 to October 2006; and

d. theintention to resume use, asthe recent Federal Court of Appeal decision in Scott
Paper Ltd. v. Smart & Biggar (2008), 65 C.P.R. (4™) 303 (F.C.A.) makesclear, is

not a special circumstance which excuses the absence of use.



Page: 7

[17] At page5 of the decision, the Registrar held that the threat of impending trade-mark

litigation might be a reasonable excuse for non-use for a short period of time, but a deliberate

decision by the appellant to “wait out the litigation” relating to the secondary trade-mark for six

years, isavoluntary and deliberate decision of the appellant not to use the CASTILL O trade-mark

in Canada. The decision held at page 5:

...Whilein its submissions, the registrant made much of the
existence of a“global marketing strategy” to use both trade-marks
together, and the fact that the registrant received instructions to stop
the co-marketing in Canada, in my view insufficient evidence was
provided as to why the subject trade-mark CASTILLO cannot be
marketed without reference to the COHIBA trade-mark that is
subject to litigation. In my view, the threat of impending litigation
might be a reasonable excuse for non-use for a short period of time,
while adjustment to marketing strategies take place; however, the
apparent decision not to make such adjustments, and to “wait out the
litigation” relating to the secondary trade-mark for 6 years (at least),
in my view amountsto avoluntary decision of the registrant not to
use the trade-mark CASTILLO in Canada. While the registrant made
apersuasive argument that section 45 proceedings should remain
flexible and respond to awide variety of Situations on a case-by-case
basis, in the present situation there is smply not enough evidence
demonstrating the necessity for the co-marketing strategy in Canada
and/or the lack of choice of the registrant in making such marketing
decisions.

Accordingly, the Registrar held:

a. that the non-use of the CASTILLO trade-mark was a“voluntary decison” by the

b.

appellant; and

there was insufficient evidence presented by the appellant to demonstrate the
necessity for the “ co-marketing strategy” with COHIBA in Canada and the lack of
choice by the appdllant to not use the trade-mark CASTILLO in Canada without the
secondary trade-mark COHIBA until the pending trade-mark dispute is resolved.
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[18] At page 4 of the decision under review, the Registrar set out the four part test for special
circumstances by the Federa Court of Appeal in the 2008 Judgment of Scott Paper Ltd. v. Smart &
Biggar (2008), 65 C.P.R. (4th) 303 (F.C.A.). The Registrar stated:

With respect to the intention to resume use, the recent decision in
Scott Paper Ltd. v. Smart & Biggar (2008), 65 C.P.R. (4th) 303
(F.C.A.) makesit clear that a demonstrated intention to use during
the relevant period aloneis not a specia circumstance, rather, the
facts excusing non-use must be related to the reasons for non-use:

The Scott Paper decision underlines four principles of special
circumstances:

1. Thegenerd ruleisthat absence of useis pendized by
expungement.

2. Thereisan exception to the genera rule where the absence of
use isdueto specia circumstances.

3. Specia circumstances are circumstances not found in most
cases of absence of use of the mark.

4. The specia circumstances that excuse the absence of use of
the mark must be the circumstances to which the absence of
useisdue.

[19] The Registrar defined “ circumstances beyond the owner’ s control” at page 4 of the decision

... circumstances that are “ specia” in the sense of being peculiar or

abnormal and which are experienced by persons engaged in a

particular trade as the result of the working of some externa forces,

as distinct from the voluntary acts of any individual trader.
[20] The Registrar concluded that specia circumstances did not exist to excuse the absence of
use of the CASTILLO trade-mark in the relevant period, and therefore expunged the CASTILLO

trade-mark pursuant to subsection 45(5) of the Act.
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New evidencefiled with this appeal to the Federal Court

[21] Aspermitted by section 56 of the Act, the appellant filed with this appeal a new affidavit
dated January 28, 2009 from Mr. Ricardo Juarez Avina, the Manager of the Lega Department for
the appellant. The new affidavit evidence states that the appellant resumed use of its CASTILLO
trade-mark in Canada on August 4, 2008 and attached as Exhibit “A” an invoice for consignment to
the Alberta Liquor Commission of 40 cases of CASTILLO rum. These bottles of rum use the

CASTILLO trade-mark, and did not use the COHIBA trade-mark.

[22] Inthisappeal, the Court will judicially review the Registrar’ s decision, and the new

evidencefiled with the Couirt.

RELEVANT LEGISLATION
[23] The Act defines use in association with wares in subsection 4(1) of the Act:

4. (1) A trade-mark isdeemed 4. (1) Une marque de

to be used in association with  commerce est réputée
waresif, at the time of the employée en liaison avec des
transfer of the property in or marchandises s, lors du
possession of thewares, inthe  transfert de la propriété ou de
normal course of trade, it is la possession de ces

marked on the wares marchandises, dans la pratique
themselves or on the packages  normale du commerce, elle est
in which they are distributed or  apposée sur les marchandises

itisin any other manner so mémes ou sur les colis dans
associated with the waresthat  lesquels ces marchandises sont
notice of the association is distribuées, ou s elle est, de
then given to the person to toute autre maniere, liée aux
whom the property or marchandises atel point
possession is transferred. gu'avisdeliaison est aors

donné alapersonne aqui la
propriété ou possession est
transférée.
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[24] The proceedingsin front of the Registrar were commenced in accordance with s. 45 of
the Act which requires the trade-mark owner to show usage of the trade-mark at any timein the

preceding three years:

45. (1) The Registrar may at
any time and, at the written
request made after three years
from the date of the
registration of atrade-mark by
any person who pays the
prescribed fee shall, unless the
Registrar sees good reason to
the contrary, give notice to the
registered owner of the trade-
mark requiring the registered
owner to furnish within three
months an affidavit or a
statutory declaration showing,
with respect to each of the
wares or services specified in
the registration, whether the
trade-mark wasin usein
Canada at any time during the
three year period immediately
preceding the date of the
notice and, if not, the date
when it was last so in use and
the reason for the absence of
such use since that date.

(2) The Registrar shall not
receive any evidence other
than the affidavit or statutory
declaration, but may hear
representations made by

or on behalf of the registered
owner of the trade-mark or by
or on behalf of the person at
whose request the notice was
given.

(3) Where, by reason of the

45. (1) Leregistraire peut, et
doit sur demande écrite
présentée aprés trois années a
compter de ladate de

I’ enregistrement d’ une marque
de commerce, par une
personne qui verse les droits
prescrits, amoins qu’il nevoie
uneraison valable al’ effet
contraire, donner au
propriétaire inscrit un avis lui
enjoignant de fournir, dans les
trois mois, un affidavit ou une
déclaration solennelle
indiquant, al’ égard de
chacune des marchandises ou
de chacun des services que
spécifiel’ enregistrement, si la
marque de commerce a é&té
employée au Canadaaun
moment quel congue au cours
des trois ans précédant |a date
del’avis et, dans |a négative,
ladate ou elle a été ains
employée en dernier lieu et la
raison de son défaut d’ emploi
depuis cette date.

(2) Leregistraire ne peut
recevoir aucune preuve autre
gue cet affidavit ou cette
déclaration solennelle, maisiil
peut entendre des
représentations faites par le
propriétaire inscrit dela
marque de commerce ou pour
celui-ci ou par lapersonne ala
demande de qui I’ avis a été



evidence furnished to the
Registrar or the failure to
furnish any evidence, it
appears to the Registrar that a
trade-mark, either with respect
to all of the wares or services
specified in the registration or
with respect to any of those
wares or services, was not
used in Canada at any time
during the three year period
immediately preceding the
date of the notice and that the
absence of use has not been
due to special circumstances
that excuse the absence of use,
the registration of the trade-
mark is liable to be expunged
or amended accordingly.

[Emphasis added]
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donné ou pour celle-ci.

(3) Lorsgu’il apparait au
registraire, enraison dela
preuve qui lui est fournie ou
du défaut de fournir une telle
preuve, que lamarque de
commerce, soit al’égard dela
totalité des marchandises

ou services specifiés dans

I’ enregistrement, soit al’ égard
de I’ une de ces marchandises
ou del’un de ces services, n'a
été employée au Canada a
aucun moment au cours des
trois ans précédant la date de
I"avis et que le défaut d’ emploi
n'a pas été attribuable a des
circonstances spéciales qui le
justifient, I’ enregistrement

de cette marque de commerce
est susceptible de radiation ou
de modification en
conséguence.

Section 56 of the Act grants aright of appeal from a decision of the Registrar and alows

the appellant to file additional evidence:

56. (1) An appeal liesto the
Federal Court from any
decision of the Registrar under
this Act within two months
from the date on which notice
of the decision was dispatched
by the Registrar or within such
further time as the Court may
allow, either before or after the
expiration of the two months.

(5) On an appeal under
subsection (1), evidencein

56. (1) Appel de toute décision
rendue par

leregistraire, sous le régime de
laprésenteloi,

peut étre interjeté ala Cour
fédérale dansles

deux mois qui suivent la date
ou leregistraire a

expédié |’ avis deladécision
ou danstel délai
supplémentaire accordé par le
tribunal, soit

avant, soit apres |’ expiration
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addition to that adduced before des deux mois.

the Registrar may beadduced ...

and the Federal Court may (5) Lorsdel’ appel, il peut étre
exercise any discretion vested  apporté une preuve en plus de
in the Registrar. celle qui a éé fournie devant

leregistraire, et le tribunal
peut exercer toute discrétion
dont leregistraire est investi.
| SSUES
[26] The appellant framed the issues for this apped asfollows:
1. Whether the Registrar erred in concluding that specia circumstances did not exist to
excuse the absence of use of the CASTILLO trade-mark, thereby ordering the

expungement of the same?

2. Whether the Registrar erred in concluding that the appellant made a voluntary
decision to not use the CASTILLO trade-mark in Canada?

3. Whether the Registrar erred in concluding that there was insufficient information to
show the appellant had a serious intention to resume use of the CASTILLO trade-
mark in Canada?

STANDARD OF REVIEW
[27] Asaresult of the Supreme Court of Canada s decision in Dunsmuir v. New Brunswick, 2008

SCC 9, [2008] S.C.J. No. 9 (QL), it isclear that reviewing courts must confine their analysisto two

standards of review, those of reasonableness and correctness.

[28]  In Dunsmuir the Supreme Court held at paragraph 62 that the first step in conducting a
standard of review analysisisto “ascertain whether the jurisprudence has already determinedin a
satisfactory manner the degree of (deference) to be accorded with regard to a particular category of

guestion” (see dso Khosa v. Canada (MCI), 2009 SCC 12, per Justice Binnie at para. 53).
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[29] Thejurisprudence establishes that the expertise on the part of the Registrar of Trade-
marks requires deference and the Registrar’ s decision under section 45 is reviewed on a standard
of reasonableness. However, as the Federal Court of Appeal held in Molson Breweries,
Partnership v. John Labatts Ltd. (2007), 5 C.P.R. (4‘“) 180 at paragraph 29, a Registrar’s
decision is reviewed on a correctness standard in the following circumstance:

129. However, where additional evidence is adduced in the Trial

Division that would have materially affected the Registrar's

findings of fact or the exercise of his discretion, the trial judge

must come to his or her own conclusions as to the correctness of

the Registrar’ s decision.
[30] The appellant submits that it has provided additional evidence with this appeal which
would have materially affected the Registrar’ s decision so that the standard of review on this
appeal is correctness. The respondent Bacardi submits that the new evidence would not have

affected the Registrar’ s decision and therefore the standard of review for this appeal is

reasonabl eness.

[31] Accordingly, thefirst issue which the Court will address is whether the additional
evidence filed by the appellant “would have materially affected the Registrar’ s findings of fact or

the exercise of hisdiscretion”.
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ANALYSIS

IssueNo.1: Whether the additional evidence would have affected the Registrar’sdecision

[32] Theadditional evidencefiled by the appellant on this appeal to the Federal Court under
section 56 of the Act isthe Affidavit of Mr. Ricardo Juarez Avina dated January 28, 2009. This
affidavit deposed:
a. theappdlant resumed use of its CASTILLO trade-mark in Canadaon August 4,
2008;
b. the appellant provided the Court with aninvoice for CASTILLO rum dated August
4, 2008 for consignment to the Alberta Gaming & Liquor Commission. The salewas
for 40 cases of the appellant’s CASTILLO rum; and
C. atparagraph 9:
Asthelega issuesrelating to the use of COHIBA in Canada
remained unresolved for some time, a decision was made to remove
the COHIBA mark from the label to be used in Canada and use was
once again commenced.
[33] With great respect to the able counsel for the appellant, the appellant has not satisfied the
Court that the additional evidence would have changed the Registrar’ s decision in this case. The
additional evidence that there was one sale by the appellant of CASTILLO rum in Canadain
August 2008, which coincidentally and suspicioudly coincided with the hearing before the Registrar
of Trade-marks on this matter, would not have affected the Registrar’ s decision. The Registrar
decided at page 5:
... the “apparent decision ... to wait-out thelitigation” ... in

my view amounts to a voluntary decision of the registrant not to use
the trade-mark CASTILLO in Canada’.
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[34] Theadditiona evidence affirms the Registrar’ s decision that the appellant’s non-use of the
trade-mark was a“voluntary decision”, since the additional evidence establishes that the appellant

made the decision to remove the COHIBA mark from the label to be used in Canada, and to once

again use the CASTILLO trade-mark by itself, and not in conjunction with the COHIBA mark. This

confirms the voluntariness of the appellant’ s decision.

[35] The other aspect of the Registrar’ s decision is that there was “ ssmply not enough evidence
demonstrating the necessity for the co-marketing strategy in Canada and/or the lack of choice of the
registrant in making such marketing decisions’. The additiona evidence does not explain or provide
information asto why the appellant could not have earlier resumed marketing its rum under the
CASTILLO trade-mark in Canada, while the pending trade-mark dispute with COHIBA was
resolved. The Registrar found that there was not sufficient evidence presented by the appellant. The
new evidence presented with this appeal is also lacking. The obvious question for the affiant to
addressis:

Why could the appellant not arrange earlier with its affiliated company, Tequila Cuervo,

to use the CASTILLO trade-mark alone in Canada pending the resolution of the threat

of litigation by Cubatabaco.

[36] The Registrar’s previous decision to expunge the CASTILLO trade-mark put the appellant
and its related companies on notice that if the appellant does not use the CASTILLO trade-mark, it
will loseit. It defieslogic that the appellant would not actively market its CASTILLO rumin

Canada on aregular basisif it wanted to protect the trade-mark from expungement.
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[37] Moreover, the Federa Court of Appeal put the appellant on notice that asingle sale out of
context (such asonce ayear or every 5 years) isnot asale “in the ordinary course of business’, and

may not be considered use of the trade-mark in Canada

[38] For thesereasons, the Court is satisfied that the additiona evidence would not have

materially affected the decision of the Registrar.

[39] Accordingly, the decision of the Registrar will be subject to a reasonableness standard of
review. The Court will be deferential to the decision of the Registrar, and if the decision of the

Registrar was reasonably open to the Registrar, the Court will not intervene.

[40] Inany event, as| expressed at the hearing, if | had concluded that the additional evidence
would have affected the decision of the Registrar, | would have found that the single sale by the
appellant in 2008 did not meet the requirement of use being “in the normal course of business’, as
prescribed by subsection 4(1) of the Act. In thisregard, | rely on the finding of the Federal Court of
Appeal in Quarry Corp., supra. per Justice Strayer at paragraph 2 with respect to the single sale of
CASTILLO rumin 1994:

2.  Wewould however, dissociate ourselves from the motions
judge' s statement that a single sale “divorced from all context” might
now be considered to be adequate use as aresult from the
amendment made to section 45 in 1994. In our view, the requirement
of use being “in normal course of business’, as prescribed by
subsection 4(1), remains notwithstanding this amendment. We note,
however, that the motions judge went on to make a finding that the
sale here was in the normal course of business and we believe there
was evidence upon which he could so find to that effect.
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Accordingly, on a correctness standard, | would have found that the sale in August 2008 did not
congtitute asale in the normal course of business, or provide evidence that the appellant intends to

resume use of the trade-mark in Canada.

[41] Inmy view, the use of the CASTILLO trade-mark three years after the noticeisa
trangparent attempt to avoid expungement. The appellant is, to use a colloquia analogy, trying to

close the barn door after the horse has bolted.

[42] Thenormal course of trade for rum cannot comprise of one salein 1994, one salein 1999,

and onesaein 2008.

IssueNo. 2: Did the Registrar reasonably conclude that special circumstancesdid not exist
to excuse the absence of the use of the CASTILLO trade-mark and that the
appdlant made a voluntary decision to not usethetrade-mark in Canada

Purpose of section 45

[43] The purpose of section 45 of the Act was articulated by Justice McNair in Philip Morris
Inc. v. Imperial Tobacco Ltd. (1987), 8 F.T.R. 310, 13 C.P.R. (3d) 289 (F.C.T.D.) at 293:

It iswell established that the purpose and scope of s.44 [now s.45]
isto provide asimple, summary and expeditious procedure for
clearing the register of trade marks which are not bona fide
claimed by their owners as active trade marks. The procedure has
been aptly described as one for removing "deadwood" from the
register. The section does not contemplate a determination on the
issue of abandonment but rather simply places on the registered
owner of the trade mark the onus of furnishing evidence of usein
Canada or of special circumstances excusing non-use. The
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registrar's decision is not one that finally determines substantive
rights but only whether the trade-mark entry isliableto be
expunged.

[44] Former Chief Justice Arthur Thurlow of the Federal Court of Appeal expressed the purpose
of section 45 of the Act in another way:

... Thereisno room for adog in the manger attitude on the part of

registered owners who may wish to hold onto aregistration

notwithstanding that the trade-mark isno longer inuse ...

Aerosol Fillersinc. v. Plough (Canada) Ltd. (1980), 53 C.P.R., (2d)

62 at page 66

This meansthat atrade-mark registrant cannot maintain the mark ssimply to let it hide, and only

spring it out when a competitor triesto enter the market with asimilar mark.

Usein other jurisdictionsis not reevant

[45] Section 45 of the Act requires atrade-mark registrant show specia circumstances for non-
use of the trade-mark in Canada, regardless of the continuous of use of the trade-mark in other
jurisdictions of the world: Clark O'Neill Inc. v. Pharma Communications Group Inc., 2004 FC 136,

per Justice Harrington at paragraph 3.

Reasonableness of the decision of the Reqistrar

@ Insufficient Evidence
[46] The Registrar’s decision that the appellant provided:
... insufficient evidence ... asto why the subject trade-mark

CASTILLO cannot be marketed without reference to the COHIBA
trade-mark that is subject to the litigation.
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was reasonably open to the Registrar. The appellant did not provide sufficient evidence to
understand the basis for not using the CASTILLO trade-mark between 1999 and 2008 or why the
relationship between the appellant and Tequila Cuervo would not permit the appellant to

continue using the CASTILLO trade-mark by itself.

[47] Thefact that the appellant is related to Tequila Cuervo requires that the appellant adduce
evidence to explain why Tequila Cuervo would not agree with the gppellant to suspend the “co-
branding strategy” pending resolution of the trade-mark dispute with respect to the trade-mark
COHIBA. Itisillogical to suspend the use of avalid Canadian trade-mark because of athreat of
impending trade-mark litigation with respect to a secondary trade-mark, and it isillogical that

related companies could not agree to thisinterim strategy.

[48] The appellant also did not provide evidence to explain how it was able to reintroduce the
CASTILLO trade-mark to Canada without the COHIBA secondary mark. It strikes the Court as
obvious for the appellant to continue using the CASTILLO mark by itself until the trade-mark
dispute with Cubatabaco is resolved if the appellant wanted to use and protect the mark in

Canada.

(b) Voluntary Decision
[49] The Registrar’sdecision that not using the CASTILLO trade-mark was a “voluntary

decision” of the appellant was also reasonably open to the Registrar. The Registrar found that the
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trade-mark dispute was a reasonable excuse for non-use for a short period of time, but the
decision not to use the mark for six years was a deliberate and voluntary decision which does not

amount to “special circumstances’ under section 45 to excuse the non-use of the mark.

(c) Abnormal circumstances

[50] Thespecia circumstances which excuse non-use of the trade-mark must be “ circumstances
which are"specia" in the sense of being peculiar or abnormal, and which are as the result of the
working of some external forces, as distinct from the voluntary acts of any individua trader”: John
Labatt Ltd. v. Cotton Club Bottling Co., [1976] F.C.J. No. 11 (QL), 25 C.P.R. (2d) 115, per Justice

Cattanach at para. 31.

[51] ThisCourt has held that certain circumstances, such as arecession, while out of anyone's
control, are nevertheless unexceptional, and therefore do no amount to a good reason for non-use of
trade-mark: Lander, supra; Belvedere International Inc. v. Sm& Mcburney, [1993] F.C.J. No. 1410
(QL), 53 C.P.R. (3d) 522 (F.C.T.D.), per Justice Teitelbaum (as he then was) at para. 28. Similarly,

atrade-mark dispute over a secondary mark is not an exceptional occurrence in business.

(d) Intention to resume use
[52] At paragraph 23 in Scott Paper, supra, Justice Pelletier explained that the “ specia
circumstances’ must excuse or explain the reason the mark was not used. At paragraph 28 Justice

Pelletier states that the appellant’ s intention to resume use of the mark does not explain a period of
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non-use, and therefore cannot amount to “special circumstances’ for not using the mark. Justice
Pelletier stated at paragraph 28:

128  Itisapparent from this analysisthat aregistrant'sintention
to resume use of a mark which has been absent from the
marketplace, even when steps have been taken to actualize those
plans, cannot amount to special circumstances which excuse the
non-use of the trade-mark. The plans for future use do not explain
the period of non-use and therefore, cannot amount to special
circumstances. No reasonable construction of the words used in
section 45 could lead to that conclusion.

The Scott Paper Decision

[53] TheFedera Court of Appeal in 2008, as the respondent Bacardi expressed it, “recalibrated”
the criteriafor expungement under section 45 of the Act. Scott Paper, supra, makes clear that:

1 an intention to resume use in the future is not a specia circumstance which excuses
the non-use for the three year period under section 45; and

2. the special circumstances which excuse non-use for the relevant period must be

circumstances which are unusua and are external forces out of the control of the
Registrant otherwise, non-use of the mark for the relevant period makes the mark
liable for expungement under the Canadian trade-mark law.

[54] Scott Paper held that there is an onus on the registrant to demonstrate to the Registrar, that

the non-use was due to circumstances beyond the control, direct or indirect, of the registrant, and

that these are “ specia circumstances’ which are not normal or which would not apply to other

personsin the marketplace. For example, if thereisarecession, and sales are difficult, the appellant

should not withdraw from the market, but should be actively promoting the wares associated with

the trade-mark. Otherwise, the application of the “useit or lose it” regime looms.
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[55] On areasonableness standard, it might have been reasonably open for the Registrar to find
that the instructions from the appellant’ s related company, Tequila Cuevro, not to use the trade-
mark in Canada pending the trade-mark dispute with Cubatabaco, was a*“ specia circumstance”
which excuses the non-use. However, the Registrar did not come to that conclusion and came to the
opposite conclusion which was reasonably open to the Registrar. As the reasonableness standard
implies, the Court must be deferentia to the Registrar’ sdecision if that decision was reasonably
open to the Registrar. It does not matter what the Court’ s decision would have been in the same

circumstances. The Court islegally obliged to defer to the Registrar within the reasonableness

spectrum.

Evidence Required

[56] A pleaof specia circumstances that excuse non-use must be substantiated with reliable
evidence of sufficient specificity and detail so that the registrant’ s assertions may have an
evidentiary foundation: Arrowhead Soring Water Ltd. v. Arrowhead Water Corp. (1993), 47 C.P.R.
(3d) 217 (F.C.T.D.), per Justice Rouleau; NTD Appare Inc. v. Ryan, 2003 FCT 780, per Justice

Layden-Stevenson at paragraph 22.

[57] Theappdlant relies on the decision of this Court in Spirits International N.V. v. Registrar of
Trade-Marks (2006), 49 C.P.R. (4th) 196, where Justice Modey held at paragraph 23 that excessive
evidence is not required demonstrate excusable non-use (see Cassels Brock & Blackwell LLP v.
Registrar of Trade-marks et al (2004), 253 F.T.R. 311, 2004 FC 753). Justice Mod ey further

recognized that trade-mark registrations have been maintained in the face of insufficient evidence
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(see Ridout & Maybeev. Sealy Canada Ltd., (1999) 171 F.T.R. 79, (1999), 87 C.P.R. (3d) 307

(F.C.T.D.); Baker & Mackenzev. Garfield's Fashions Ltd., (1994), 52 C.P.R. (3d) 274 (T.M.O.B.).

[58] Onthebasis of the above authorities the appellant submitsthat it is not required to produce
evidence of sufficient detail and specificity in order to show specia circumstances that excuse the

non-use of the CASTILLO trade-mark.

[59] In Spirits, supra, Justice Modey was reviewing under a reasonableness standard a decision
of the Registrar not to expunge atrade-mark. The Registrar in that case was presented with evidence
that the trade-mark was not “ deadwood” by virtue of continuous Canadian market activity. The
registrant in Spirits, supra, conducted market research, packaging and improvement of product
presentation, improved the product and bottling technology, and maintained relations with the
Société des acools du Québec: Spirits, supra, paragraph 12. This evidence is sufficient to

distinguish the case at bar from Spirits, supra.

[60] Evenif Spirits, supra, was not distinguishable on the facts, the fact that Justice Modey was
reviewing on a reasonableness standard the decision of the Registrar not to expunge the trade-mark
renders Spirits, supra, inapplicable to this case. When Justice Modey held at paragraph 47 that
“While the Marin affidavit lacked detail and specificity, it provided sufficient evidence...for the
Registrar to conclude that the Registrant had met the test for excusable non-use of the trade-mark”,

he was smply stating that it was reasonably open to Registrar to decide as she did on the basis of
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the tribunal record. It may also have been reasonably open to the Registrar in Spirits, supra, asitis

inthe case at bar, for the Registrar to find that the affidavit provided insufficient evidence.

[61] Accordingly, | cannot accede to the appellant’ s submission that Spirits, supra, requiresthis

Court to excuse non-use of atrade-mark on the basis of affidavit evidence that |acks detail and

specificity.

CONCLUSION
[62] Accordingly, the Court concludes that:
a. theadditiona evidence filed by the appellant before the Federal Court would not
have materialy affected the decision of the Registrar to expunge this trade-mark;
b. thedecision of the Registrar that the appellant adduced insufficient evidence to
explain why the trade-mark could not be used in Canada without reference to the
COHIBA trade-mark was reasonably open to the Registrar;
c. thedecision of the Registrar that the decision to “wait out the litigation” and not use
the mark was a* voluntary decision of the registrant” and does not amount to
“special circumstances’ which excuse the non-use of the trade-mark in accordance

with section 45 of the Act.

For these reasons, the Court must dismiss this appeal.
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JUDGMENT

THIS COURT ORDERSAND ADJUDGES that:

This appedl is dismissed with costs.

“Michad A. Kelen”
Judge
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