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x-----------------------------------------------------x Decision No. 2009 - {q 1

DECISION 

This is a Petition for the Cancellation of Certificate of Registration of the mark 
"MONGOLn under Registration No. R-26312 issued on 29 December 1998 in the name of 
BEROL CORPORATION. The Petition for Cancellation was filed by AMALGAMATED 
SPECIALTIES CORPORATION on 20 June 2008. 

Petitioner, AMALGAMATED SPEOALTIES CORPORATION, ("Petitioner" for brevity), is a 
corporation organized and existing under the laws of the Republic of the Philippines, with 

business address at Km 21, South Superhighway, .Muntinlupa City, Metro Manila. 
Respondent-Registrant, BEROL CORPORATION "Respondent" for brevity), is a foreign 

corporation with principal office at 2711 Washington Boulevard, Bellwood, Illinois 60104. 

The grounds relied upon by the Petitioner are as follows: 

"1. Petitioner owns and possesses the exclusive title to and interest in 
the mark "MONGOL" for lead pencils under class 16 as the manufacturer, 
distributor, and prior user and adopter of the "MONGOL" mark for pencils in 
the Philippines. 

2. Trademark Registration Number R-26312 for the trademark 
"MONGOL" used on the goods "Lead Pencils" under Class 16 issued to BEROL 
CORPORATIOI\I (herein respondent-registrant) should be cancelled under the 
provisions of Section 151(b) of R.A. 8293 (IP Code) because it wasJl,v 
fraudulently obtained and contrary to provisions of R.A. 8293, to wit: I ~ _ 
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"Sec. 151. Cancellation - 151.1 A petition to cancel a registration
 
of a mark under this Act may be filed with the Bureau of Legal
 
Affairs by any person who believes that he is or will be damaged
 
by the registration of a mark under this Act as follows:
 

---xxx--

(b) At any time, if the registered mark becomes the
 
generic name for the goods or services, or a portion thereof, for
 
which it is registered, or has been abandoned, or if the
 
registered mark is being used by, or its registration was obtained
 
fraudulently or contrary to the provisions of this Act, or if the
 
registered mark is being used by, or with the permission of, the
 
registrant so as to misrepresent the source of the goods or
 
services on or in connection with which the mark is used.
 

3. The registration of Respondent-Registrant's trademark 
"MONGOL" violates and contravenes the provisions of Section 4 (d) of 
Republic Act No. 166, as amended, the law under which the registration was 
acquired, and Section 123 (d) of R.A. 8293 because it is identical, if not 
similar, to Petitioner's trademark "MONGOL" for goods under Class 16, which 
has been previously used in commerce, and not abandoned, as to be likely, 
when applied to or used in connection with the goods of Respondent, to cause 
confusion, mistake and deception on the part of the purchasing public. 

4. That the purported 5th Anniversary - Affidavit of Use filed by the 
Respondent-Registrant on July 19, 2004 is not valid because it claims use of 
the "MONGOL" mark through Amalgamated Specialties Corporation ( herein 
petitioner). For failure to file a VAUD declaration of actual use on its 5th 

anniversary, the registration of Respondent-Registrant's trademark "MONGOL" 
is contrary to the provisions of Section 145 of R.A. 8293 and should be 
deemed cancelled and removed from the Register. 

5. Respondent-Registrant has failed to use the mark "MONGOL" 
for lead pencils within the Philippines, during an uninterrupted period of three 
(3) years or longer hence, the cancellation thereof is authorized under Section 
151(c) of R.A. 8293 (IP Code). 

6. The Petitioner will be damaged and prejudiced by the 
registration of the mark "MONGOL" for lead pencils under class 16 in the name 
of Respondent-Registrant and Petitioner's business reputation and goodwill 
will suffer great and irreparable injury. Notwithstanding, that numerous~ 
Filipinos will be rendered jobless if Petitioners business will be damaged. I 1# . 
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In support of the petition for cancellation, Petitioner relied upon, among other facts, 
the following: 

1. Petitioner is engaged in the business of manufacturing, distributing, 
and selling various office and school supplies. 

2. Petitioner, through its predecessor-in-interest. Mr. Rolland E. 
Thompson, introduced woodcase "MONGOL" pencil in the Philippines before 
the Second World War. The woodcase "MONGOL" pencils were brought into 
the Philippines by Rolland E. Thompson through his company Rennolds 
Enterprises, Incorporated, a Philippine corporation, working together with 
another local firm, the H.G. Henares & Sons, Incorporated, a family 
corporation of the Henareses. 

3. To manufacture woodcase "IVIONGOL" pencils in the Philippines, the 
necessary machineries and other related equipments were acquired by H.G. 
Henares & Sons, Inc. The finished "MONGOL" pencils were then marketed 
by Rennolds Enterprises, Inc. in the Philippines. 

4. Sometime in 1963, H.G. Henares & Sons, Inc. formed a new 
company AMALGAMATED SPEOALTIES CORPORATION. Resultantly, 
everything within the manufacturing facilities formerly owned by H.G. 
Henares & Sons, Inc. for the making of the woodcase "MONGOL" pencil were 
transferred to AIVISPEC. Thereafter, AMSPEC was acquired by Rolland E. 
Thompson, his family and other local investors. 

5. In the years that followed, AMSPEC spent considerable amount in 
the advertisement and promotion of the mark "MONGOL" thereby establishing 
a goodwill of quality and considerable market share. Through aggressive 
promotion and continuous use of the "MONGOL" mark, the business 
flourished and the mark "MONGOL" through time was associated by the 
purchasing public with AMSPEC as the source and origin of high quality 
"MONGOL" pencils. 

6. At present, it is only in the Philippines and nowhere else, through 
AMSPEC, that "MONGOL" pencils are continually manufactured and sold on a 
wide and profitable scale, and in the excellent quality it is known these days. 
AMSPEC effected improvements on the woodcase MONGOL pencil and in the 
manufacture thereof. The woodcase IVIONGOL pencil thus became 
smoother, its case-colors sharper, and with distinctive advances in its writing. 
The manufacturing process was enhanced by AMSPEC, making it possible toM 
create the product at a faster pace on mass-production , I~ . 
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7. AMSPEC likewise expanded its marketing channels and distribution 
nationwide catapulting "MONGOL" pencils as the Philippine's leading pencil 
brand and capturing the majority share of the pencil market in the 
Philippines. 

8. Like any other leading brands "MONGOL" was under constant 
threat from counterfeiters and cheap imitations, AMSPEC on its own initiated 
and instituted enforcement activities and legal actions against importation 
and sale of cheap counterfeits like those manufactured in China. 

9. Through the years, the mark "MONGOL" for pencils is 
associated and identified as manufactured, marketed and sold by AMSPEC. 
Its customers patronized the woodcase MONGOL pencil due to AMSPEC's 
reputation for producing quality goods, its nationwide distribution network, 
enforcement activities and promotional campaigns. As concerns the 
Philippine market, nobody has heard of the "MONGOL" pencils being made or 
sold anywhere in the world but in the Philippines and this by AMSPEC. Truly, 
the goodwill that attached to the MONGOL mark for woodcase pencils was 
through the singular efforts of AMSPEC. It was AMSPEC alone who 
expended time, study, efforts, and funds to make "MONGOL" the leader in 
the country's pencil industry. 

Together with the Petition for cancellation, the followinq documentary exhibits were 
also submitted: 

EXHIBITS DESCRIPTION 
A Certificate of Registration issued by the SEC 
B secretary's Certificate 
C Respondent's 5th Anniversary Affidavit of Use 
D (D-1 to D-32) Newspaper Advertisements and Press Releases ( 1997to 2007) 
E (E-1 to E-167) Sales Invoices issued to Customers Nationwide ( 1985to 2008) 
F Newspaper Clippings of Enforcement Activities 
G(G-1 to G-3) List of Trademark Reqistration 
H List of cases initiated by AMSPEC 
I Copy of Commemorative Stamps issued by the Philippine 

Postal Corporation 
J Picture of the trophy awarded by the catholic Mass Media 

Award to AMSPEC 
K (K-1 to K-116) Promotional Materials 
L Affidavit of Cesar R. Lopez 
M Judicial Affidavit of Cesar R. Lopez submitted to Br. 256, RTC-

Muntinlupa for Civil case 1\10. 08-073 
1\1 Merchandisinq Bulletin 



On 28 July 2008, this Bureau issued a Notice to Answer, which notice was received 
by Respondent-Applicant's authorized representative, the firm of Hechanova Bugay & 
Vilchez on 01 August 2008. On August 19, 2008, Hechanova Bugay & Vilchez withdraw 
their appearance as counsel. On September 1, 2008, the firm of Angara Abello 
Concepcion Regala & Cruz filed a Motion for Extension of Time to File Verified Answer. The 
same was granted under Order No. 2008-1322. Two more motions was filed by 
Respondent through counsel which were all granted. On 02 December 2008, Respondent 
filed its Verified Answer alleging the following Affirmative and Special Defenses: 

"4.1 Petitioner is the registered owner of the "MONGOL" mark in 
the Philippines under Reg. No. 026312 issued by the then Philippine Patent 
Office (now the Intellectual Property Office or "IPO'') on 29 December 1978. 
Respondent-Registrant has consistently renewed its registration and was 
issued a Certificate of Renewal of Registration for the "MONGOL" mark, 
which expires on 29 December 2008. Under the IP Code, the registration 
for the "MONGOL" mark is prima facie evidence of the validity of the same, 
Respondent-Registrant's ownership over the mark, and of its exclusive right 
to use the same in connection with the goods or services and those that are 
related thereto specified in the certificate. 

4.2 Petitioner, on the other hand, argues that it owns and 
possesses the exclusive title to, and interest in, the "MONGOL" mark for 
lead pencils under Class 16 as the manufacturer, distributor, and prior user 
and adopter of the said mark for pencils in the Philippines. As basis, 
Petitioner credits Mr. Rolland E. Thompson, allegedly Petitioner's 
predecessor-in-interest, for bringing MONGOL pencils into the Philippines 
before the Second World War. Thereafter, Petitioner claims that was 
solely through its efforts that MONGOL pencils achieved the popularity and 
reputation it now enjoys through Petitioner's enhanced manufacturing 
process, nationwide distribution network, enforcement activities and 
promotional campaigns 

4.3 From Petitioner's version of how it came to acquire ownership 
over the "MONGOL" mark, one significant question comes to the fore in 
light of Respondent-Registrant's registration for the "MONGOL" mark. If it 
is indeed true that MONGOL pencils were introduced in the Philippines even 
before the Second World War by its predecessor-in-interest, why then did 
Petitioner not register the "MONGOL" mark shortly thereafter? If Petitioner 
was truly the owner of the "MONGOL" mark and was vigilant in protecting 
and enforcing its rights over the same as it now claims, then it should have 
immediately either opposed Respondent-Registrant's application or in thefj,l/ 
alternative, sought the cancellation of Petitioner's registration for the I 1#. 5 



"MONGOL" mark right after it was registered in 1978. The reason for 
Petitioner's inaction is obvious. Throughout its Petition, Petitioner 
purposely withheld a material fact essential to the resolution of the instant 
case- that Petitioner is a former licensee of Respondent-Registrant insofar 
as the "MONGOL" mark is concerned. 

4.4 The licensor-licensee relationship between Petitioner and 
Petitioner is evidenced by the various license agreements between the 
parties commencing with the 1964 License Agreement which was renewed 
in 1974 and 1984, up to the most recent TLA entered into in 1994. In all 
four agreements, Petitioner expressly acknowledged Respondent
Registrant's ownership over the "MONGOL" mark and, in fact, undertook not 
to question Respondent-Registrant's ownership or proprietorship over the 
same either during the continuance or after the termination of the license 
agreement. 

4.5 It is in the context of a licensee that Petitioner has admitted 
Petitioner's ownership over the "MONGOL" mark outside of, and/or in 
relation to, the TLA. First, Petitioner consistently stated that IVIONGOL 
pencils were made under license from the U.S.A by indicating the same on 
the packaging of the said products. In fact, this is confirmed by 
Petitioner's own evidence attached to its Petition, all of which are pictures 
of the packaging of MONGOL pencils which clearly indicate the words: 

"Manufactured in the Philippines 
Under License from EBERHARD FABER, INC. U.S.A. 
U.S. & Phil. Patent Offices" 

4.6 Second, Petitioner regularly paid royalties or "technical fees" 
based on the sales revenues of MONGOL pencils to the Respondent
Registrant, a subsidiary of the Newell Rubbermaid Inc. Group of Companies. 

4.7 Third, Petitioner requested permission and/or license from the 
Respondent-Registrant and Newell to sell/distribute MONGOL products 
outside the Philippines such as in California and other ASEAN countries. 

4.8 Fourth, Petitioner informed Respondent-Registrant and Newell 
Rubbermaid of potential infringements on the latter's intellectual property~ 

rights over the "MONGOL" mark. I I~ _6 



4.9 Fifth, Petitioner requested that it be appointed Respondent
Registrant's trademark security consultant in the Philippines, to which 
Respondent-Registrant acceded as evidenced by several Special Powers of 
Attorney executed by Respondent-Registrant in favor of Petitioner, contrary 
to the allegation that Petitioner, on its own, initiated and instituted 
enforcement activities and legal action against the importation and sale of 
counterfeit MONGOL pencils from China. 

4.10 Sixth, Respondent-Registrant's predecessor-in-interest, 
Eberhard Faber, and Petitioner, as co-plaintiff instituted a case for unfair 
competition against Wallstreet Business Systems, Inc., docketed as Civil 
Case No. 95-202 with Branch 256 of the Regional Trial Court of Muntinlupa 
City. In its decision finding the defendant liable for unfair competition, the 
court relied on the fact that Eberhard Faber (now Respondent-Registrant) is 
the owner of the "MONGOL" mark, which finding of fact was not questioned 
by Petitioner. Again, this contradicts to Petitioner's assertion that it 
undertook enforcement actions and instituted legal actions to protect the 
"MONGOL" mark on its own. 

4.11 Seventh, Petitioner was able to fraudulently register the mark 
"MONGOL FOR KIDS" on 09 October 2006 under Reg. No., 4-2001-0006024 
while the TLA between the parties was still subsisting. In this Honorable 
Office's Official Action designated as Paper No. 02 with mailing date of 20 
September 2002, the Examiner cited Respondent-Registrant's "MONGOL" 
mark under Reg. No. 026312 as an obstacle to the registration of the 
"MONGOL FOR KIDS" mark. In response filed on 13 November 2002, 
Petitioner admitted that it was a licensee of Respondent-Registrant's 
predecessor-in-interest Eberhard Faber under a technical licensing 
agreement, to wit: 

"With respect to trademark MONGOL registeredunder Eberhard Faber 
Inc. offering goods such as pencil, applicant has a technical licensing 
agreement with Eberhard Faber Inc., for the manufacture of MONGOL 
pencils in the Philippines. In the said Technical Licensing Agreement, 
applicant was designated as the exclusive distributor and manufacturer Ofj;,.; 
MONGOL pencils" r{Q

1
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4.12 From the foregoing, it is clear that Petitioner was a licensee of 
Respondent-Registrant's predecessor-in-interest, Eberhard Faber, a fact it 
cannot deny based on its own acts as enumerated above, but which it 
purposely failed to disclose herein because it automatically renders its 
Petition baseless. As a former licensee, Petitioner cannot claim any right 
to, much less ownership over, the "MONGOL" mark as the said mark is 
rightfully owned by Respondent-Registrant as evidenced by Reg. No. 
026312. 

4.13 Petitioner argues that Respondent-Registrant's registration for 
the "MONGOL" mark must be cancelled as it was obtained fraudulently or 
contrary to the provisions of the IP Code. Specifically Petitioner claims that 
the said registration violates Section 04 of R.A. 166 since Petitioner's 
"MONGOL" mark is identical, if not similar, to Petitioner's own "MONGOL" 
mark which has been previously used in commerce, and not abandoned, as 
to be likely to cause confusion. Unfortunately for Petitioner, Sec. 04 of 
R.A. 166 cannot used as a basis for the cancellation of Respondent
Registrant's registration considering that the "prior use" of the "MONGOL" 
mark in the Philippines relied upon by Petitioner was derived from the 
authority or license granted to it by Respondent-Registrant to use the 
"MONGOL" mark in the Philippines as evidenced by the various licensing 
agreements between the parties. Clearly, therefore, any "prior use" relied 
upon the Petitioner in seeking the cancellation of Respondent-Registrant's 
registration for the "MONGOL" mark is that of a mere licensee and not that 
of an owner or proprietor. 

4.14 Petitioner also seeks refuge under Section 123(d) of the IP 
Code which prohibits the registration of a mark which is identical with a 
registered mark belonging to a different proprietor or mark with an earlier 
filing date or priority date, in respect of (i) the same goods or services, or 
(ii) closely related goods or services, or (iii) if it nearly resembles such a 
mark as to be likely to deceive or cause confusion. 

4.15 Again, Petitioner's argument is clearly untenable. It must be 
noted that Respondent-Registrant's predecessor-in-interest, Eberhard 
Faber, was able to register the "MONGOL" mark almost forty (40) years ago 
without any opposition from Petitioner simply because the latter was well 
aware that it was not the lawful owner of the said mark as, in fact, 
Petitioner was granted by Eberhard Faber the license to use the "MONGOL'/(i 
mark on pencils in the Philippines. As the prior registrant of the "MONGOL" #_ 8 



mark, it is the Respondent-Registrant, not the Petitioner, who can claim the 
benefit of Section 123 (d) of the IP Code as its registration should 
effectively block any application for the registration of a mark which adopts 
the word "MONGOL" whether it be used on identical or related goods or 
because of its well-known status, even on unrelated goods. Petitioner, on 
the other hand, does not have a registration for the "MONGOL" mark 
covering goods under Class 16. What it does have based on Exhibit "G" of 
the Affidavit of its Atty. Cesar R. Lopez, Jr., is a pending application 
(Applcn, No 4-2008-004145) for the registration of the "MONGOL" mark 
also covering goods under Class 16 (i.e. pencils) filed only on 11 April 2008 
or more than forty (40) years after Petitioner was able to register its 
"MONGOL" mark. It is this application, applying Section 123 (d) of the IP 
Code, which should be rejected as it is identical to Petitioner's registered 
"MONGOL" mark and, significantly, also covers the same goods under Class 
16 (i.e. pencils). 

4.16 Respondent-Registrant is the registered owner of the 
"MONGOL" mark for goods under Class 16 not only in the Philippines but in 
numerous countries around the world as well. Respondent-Registrant has 
been able register the "MONGOL" mark and its variants in more than thirty 
(30) countries around the worlds as listed in the table below: 

4.17 Respondent-Registrant respectfully submits the registration 
certificates for the "MONGOL" mark and its variants from selected countries 
such as Australia, Bolivia, canada, China, Dominican Republic, Guatemala, 
Honduras, Netherlands Antilles, Nicaragua, Paraguay, Trinidad and Tobago, 
U.S.A" Uruguay, and Venezuela. Aside from protecting its rights over the 
MONGOL marks through registration, Respondent-Registrant respectfully 
submits pictures of the destruction of more than one million counterfeit 
pencils using the "MONGOL" and "BLACK BAND DESIGN" (or "MONGOL 
TIP'') mark in Panama in May 2008. Respondent-Registrant also 
respectfully submits the duly authenticated affidavit executed by Ms. Lisa 
Winger, Respondent-Registrant's Assistant Secretary and Global Trademark 
Counsel for Newell Rubbermaid, Inc. and its subsidiaries (which includes the 
Respondent-Registrant), regarding the history of the relationship between 
Respondent-Registrant and Petitioner and the various registrations for th¥ 
"MONGOL" mark and its variants worldwide. I I,. 
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4.18 In the Philippines, the well-known status of Respondent
Registrant's "MONGOL" mark is also evidenced by the absence of identical 
and/or similar marks used on identical or similar goods (i.e pencils) 
registered or pending registration with the IPO. A search for the word 
"MONGOL" using the on-line database of the IPO will show that aside from 
Respondent-Registrant's registration for the "MONGOL" mark under Reg. 
No. 026312, all other marks which use the word "MONGOL" are being 
applied for by Petitioner and/or Amalgamated Specialist Corporation. 
Notably, no other person and/or entity has applied for or has registered the 
"MONGOL" mark or any other mark which incorporates the same for Class 
16 products or pencil-related products, This suggests that the "MONGOL" 
mark as used on pencils is associated solely with Respondent-Registrant 
and is, therefore, a well-known mark. This is the very reason why 
Petitioner has lodged numerous applications for the registration marks 
which adopt Respondent-Registrant's "MONGOL" mark, most of which, 
interestingly were filed only in 2008 ( covering goods under Class 16 or 
other pencil-related products) when the relationship between Respondent
Registrant as licensor and Petitioner as licensee began to deteriorate. The 
filing of Petitioner's applications obviously represent an unlawful attempt to 
usurp Respondent-Registrant's rights over the "/IIJONGOL" mark and, by 
doing so, ride on the goodwill built up through the years by the said mark 
locally and abroad. 

4.19 Needless to state, sustaining the instant Petition will result in 
an absurd situation where Respondent-Registrant is the registered owner of 
the "MONGOL" mark in other parts of the world except in the Philippines. 
This cannot be allowed to happen. 

4.20 Petitioner likewise seeks the cancellation of Respondent
Registrant's registration for the "MONGOL" mark on the ground that the 
Fifth (5th

) Anniversary-Affidavit of Use filed by Respondent-Registrant on 19 
July 2004 is invalid as it claims use of the "MONGOL" mark through 
Petitioner. Petitioner claims that due to Respondent-Applicant's failure to 
file a valid Affidavit of Use, Reg. No. 026312 should be cancelled pursuant 
to Section 145 of the IP Code which provides for the cancellation of a 
registration in the event that the registrant fails to file the corresponding 
declaration of actual use within one (01) year from the fifth anniversary o~ 
the date of the registration of the mark. I IJ. 

10 



4.21 Petitioner's argument is baseless and specious. There is no 
doubt that Respondent-Registrant timely filed the Fifth (5th

) Anniversary 
Affidavit of Use on 19 July 2004 considering that it had the period of one 
(1) year from 29 December 2003 up to 29 December 2004 within which to 
file the same. More importantly, on the day that Respondent-Registrant 
filed the Fifth (5th

) Anniversary-Affidavit of Use for its registration on 19 July 
2004, the 1994 TLA between the parties was still in force and effect. 
Naturally, the use of the "MONGOL" mark in the country by Respondent
Registrant was carried out through Petitioner as the former's local licensee; 
and this was properly reflected in the Fifth (5th

) Anniversary -Affidavit of 
Use where Petitioner was identified as the establishment where goods 
bearing the "MONGOL" mark were being made commercially available to 
the public. 

4.22 Petitioner attempts to portray that it had absolutely no 
relationship with Respondent-Registrant. This, however, is belied by the 
various license agreements between the parties culminating with the 1994 
TLA and by the numerous acts of the Petitioner as previously stated. As a 
former licensee, Petitioner's use of the "MONGOL" mark on pencils inured to 
the benefit of the Respondent-Registrant as licensor as expressly provided 
under Section 152.4 of the IP Code. As Petitioner's use of the "MONGOL" 
mark redounded to the benefit of Respondent-Registrant, the former cannot 
exercise any form of ownership over the said mark. 

"A licensee's use inures to the benefit of the licensor-owner of the 
mark and the licensee acquires no ownership rights in the mark itself. This 
is the rule at common law and has codified in Lanham Act § f. Thus, 
properly licensed use by licensees will serve to fortify the legal and 
commercial strength of the licensed mark. 

The licensee of a trademark is in the position of a renter of an 
apartment, who does not acquire real estate ownership rights, no matter 
now long the tenancy. It is clear that use of a mark by a person while such 
person was a licensee builds up no rights in the mark as against the 
licensor: 

"Once a license has expired, use of the formerly licensed trademark~ 

constitutes infringement. To say that the licensee has acquired rights that 1#' 
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survive the legal termination of the license destroys the entire concept of a 
licensee. No rights are established by such use." 

4.23 Petitioner finally posits that Respondent-Registrant's 
registration for the "MONGOL" mark should be cancelled as it failed to use 
the said mark within the Philippines during an uninterrupted period of three 
(3) years or longer as provided for in Section 151 (c) of the IP Code. The 
argument, once again, deserves no merit. 

4.24 As previously stated, Petitioner incorrectly assumes that 
Respondent-Applicant failed to file a valid Fifth (5th 

) Anniversary - Affidavit 
of Use in order to maintain its registration for the "MONGOL" mark. In 
reality, however, the "MONGOL" mark has been constantly used by 
Respondent-Registrant and its predecessor-in-interest, Eberhard Faber, 
since it was registered on 29 December 1978 through no less than 
Petitioner as licensee under the various licensing agreements the most 
recent of which was the 1994 TLA between the parties. The fact that Reg. 
No. 0226312 is still valid and subsisting to date and, in fact, is presently 
undergoing renewal, constitutes proof that the "MONGOL" mark is being 
used by Respondent-Registrant in accordance with the maintenance 
requirements under the IP Code. 

4.25 All said, this Honorable Office is entreated to see the instant 
cancellation case for what it really is - an unlawful attempt on the part of 
Petitioner, a former licensee, to usurp the rights over the well-known 
"MONGOL" mark which is owned by, and registered in the name of, 
Petitioner. The fact that Petitioner has acted as the licensee of 
Respondent-Registrant for many years does not in any way bestow upon it 
any right vested or otherwise, in the "MONGOL" mark. Unfortunately, 
instead of expressing its gratitude to Respondent-Registrant for allowinq it 
to use the "MONGOL" mark in the Philippines for such a long period of time, 
Petitioner now seeks to appropriate unto itself a valuable commercial asset 
which was never theirs to begin with. This should not be countenanced by 
this Honorable Office." 

In its verified Answer, Respondent attached the following eXhibi~ 
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EXHIBITS DESCRIPTION 
1 Philippine Postal Corporation Philatelic Bulletin dated 9 April 

1999 
Power Point presentation 

Copy of Reg. No. 026312 for "MONGOL" 
COpy of the License Aqreernent dated 1 March 1964 

2(2-A to 2-G) 

3 
4 
5 Copy of the License Agreement dated 1 March 1974 
6 Copy of the License Aqreernent dated 1 March 1984 
7 Copy of the Technical License Agreement dated 01 March 1994 

bearlnq Reg. No. 1592 
Certificate of Merger8 

9 Aqreernent and Plan of Merqer 
Transcript of Stenooraphlc Notes 
Letter to Mr. Merv Kickbush dated Apri l 16 2008 
E-mail dated 11 March 2004 
E-mail dated 28 August 2006 
E-mail dated 6 December 2007 
E-mail dated 27 September 2004 
E-mail dated 18 November 2004 
COpy of proposal to sell Monqol pencils in California 

10 
11 
12 
13 
14 
15 
16 
17 
18 Email dated 27 February 2004 

Special Power of Attorney dated 12 October 2000 19 
20 Special Power of Attorney dated 19 December 2005 
21 E-mail dated 27 December 2006 

Decision in Civil Case No. 95-202 dated 26 April 2002 22 
23 E-mail dated 29 February 2008 

E-mail dated 4 March 2008 
E-mail dated 5 March 2008 
Letter dated April 25 2008 
Letter dated April 25, 2008 
Affidavit of Mr. John Davis 
Official Action dated 20 September 2002 
Official Action dated 05 November 2002 
Certificate of Registration for the MONGOL mark issued by the 
Trademark Office of Australia 
Certificate of Registration for the MONGOL mark issued by the 
Trademark Office of Bolivia 
certificate of Registration for the MONGOL mark issued by the 
Trademark Office of Canada 
Certificate of Registration for the MONGOL mark issued by the 
Trademark Office of China 
Certificate of Registration for the 1V10NGOL mark issued by the 
Trademark Office of Dominican Republic 
certificate of Registration for the MONGOL mark issued by the 
Trademark Office of Guatemala 
Certificate of Registration for the MONGOL mark issued by the 
Trademark Offirp of Hond uras 

24 
25 
26 
27 
28 
29 
30 
31 

32 

33 

34 

35 

36 

37 
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Trademark Office of Honduras 

38 
39 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of Nicaragua 
40 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of Nicaragua 
41 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of Paraguay 
42 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of Trinidad and Tobaco 
43 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of U.S.A 
44 Certificate of Registration for the MONGOL mark 
45 Certificate of Registration for the MONGOL mark issued by the 

Trademark Office of Venezuela 
46 E-mail dated May 29, 2008 
47 (47-A to 
47-G) 

Pictures attached to the e-mail dated May 29, 2008 

48 Affidavit of Lisa Winger 
49 Print-out search results of MONGOL in the IPO database 

A Reply was filed on 15 December 2008 in which Petitioner alleged, among others, 
the following: 

1. Petitioner is not a Licensee of the Respondent -Registrant. No 
Licensor-Licensee relationship was ever created or established between the 
Petitioner and Respondent-Registrant. Even the Respondent's Exhibits of 
the purported license agreements between the parties from the 1964 
"Agreement" and subsequent renewals up to the Technical License 
Agreement entered into in 1994 will show that these "Agreements" are 
uncontrolled "naked license" which constitutes abandonment of the 
trademark and not a valid licensing contract in accordance with Sec. 150 of 
Republic Act 8293. 

In short, the law permits a trademark owner to license its trademarks 
as long as the owner controls the nature and quality of the goods or 
services with which the trademark is associated. If a trademark owner 
enters into a license agreement that does not provide adequate quality 
control, or is not effectively carried out, it can result in the involuntary 
abandonment of the trademark; such a license agreement is generally 
referred to as a "naked license." 

1.1 The terms of the "Agreements", which are all similar, if not 
identical, and the manner in which it was carried out support the conclusion 
that all are "naked license". The "Agreements" on its face does not appea1f1 
to provide any responsibility or obligation for the Respondent-Registrant to 
ensure the quality of the goods manufactured by the Petitioner. 1_ 
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2. The first indication that the "Agreements" are "naked license" is 
that Respondent-Registrant did not exercise actual, direct control and 
restrictions in the operation of Petitioner's business or the quality of 
Petitioner's manufactured products. Respondent-registrant played no 
meaningful role in holding the Petitioner's manufactured goods to a 
standard of quality. 

2.1 Respondent-Registrant failed to effectively carry-out the 
supposedly quality control provisions of the "Agreements". Among the 
salient quality control provisions of the 1964 "Agreement" are the following: 

FIRST. Eberhard Faber is to provide and made available to AMSPEC 
(Amalgamated Specialties Corporation) the technical know-how, experience 
and assistance in pencil manufacturing. 

SECOND. Eberhard Faber will make available to AMSPEC such "advice 
and information concerning the processes, formulae and technical data" it 
uses in the production of the subject good. 

THIRD. AMSPEC is to ship samples of woodcase MONGOL pencils and 
its components that it intends to manufacture and sell in the Philippines to 
Eberhard Faber who will approve the same in writing before its mass 
production. 

FOURTH. Eberhard Faber, from time to time, will send its 
representatives to observe the plant operations of AMSPEC to ensure that 
its methods meet the standards of the former. 

FIFTH. Eberhard Faber will institute and prosecute in proceedings 
against infringers to the woodcase MONGOL pencil in the Philippines to 
protect its market in the country. 

SIXTH. Eberhard Faber "will from time to time supply to AMSPEC a 
list and specifications of raw materials necessary for the manufacture" of 
the subject goods. 

2.2 Among the salient quality control provisions of the 1974, 1984 and 
1994 "Agreements" which are similar, if not identical, are the following: 

FIRST. Eberhard Faber is to provide and made available to AMSPEWi 
(Amalgamated Specialties Corporation) the technical know-how in the 
manufacture of the subject good. ~_ 
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SECOND. AMSPEC is to ship samples of woodcase MONGOL pencils and 
its components that it intends to manufacture and sell in the Philippines to 
Eberhard Faber who will approve the same in writing before its mass 
production. 

FOURTH. Eberhard Faber, from time to time, will send its 
representatives to observe the plant operations of AMSPEC to ensure that 
its methods meet the standards of the former. 

FIFTH. Eberhard Faber will institute and prosecute in proceedings 
against infringers to the woodcase MONGOL pencil in the Philippines to 
protect its market in the country. 

3. None of the above undertakings were complied with by 
Eberhard Faber. From the time it entered into the "Agreement" with 
Petitioner all it did was to collect what it calls "Royalties" (later Technical 
Fees) from the latter, providing nothing in return. This strange practice 
was allowed to continue because Rolland E. Thompson was expressing his 
gratitude to the Fabers from whom he became acquainted with the pencils 
business. 

3.1 Eberhard Faber did not introduce any new way of manufacturing the 
woodcase MONGOL pencil, neither did it bring any process, formulae, or 
technical data that will help the production. No efforts stemmed from 
Eberhard Faber to improve or inject innovation to the woodcase 1"10I\lGOL 
pencil. 

3.2 Petitioner, on its own did ship samples for approval to Eberhard 
Faber but no written advice, much less approval, was ever issued by the 
latter. Eberhard Faber, did not have any policy or organized procedure 
regarding the shipping, quantity and approval of samples on a regular basis 
or to have some representative to make the necessary inspection of the 
manufacturing process to ensure that goods manufactured by the Petitioner 
were of sufficient quality to be called "MONGOL" pencils. It have 
practically left the Petitioner to control and make its own standard of 
quality. Subsequently, Eberhard Faber did not even care if product 
samples are sent to them. 

3.3 Essentially, Petitioner was left on its own to develop, improve 
market, protect, expand, and promote the subject goods in the Philippines 
and fend-off competitors, copy cats, and imitators. Petitioner overcome 
serious challenges in the woodcase pencil market from competitiors Mani~ 

Pencil Co., Philippine Match Co., and a local Chinese firm, without any form. ib
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of support from Eberhard Faber. It alone instituted legal actions against the 
importation and sale of cheap counterfeits from China. 

3.3.1 Even the Respondent's exhibit of the Special Power of Attorney 
appointing Petitioner as trademark security consultant will show that 
Respondent-Registrant appears to have no responsibility or obligation to 
protect and enforce the "MONGOL" trademark as stated in paragraph 5 of 
the said Special Power of Attorney, to wit: 

"ASC will defend, indemnify and hold the Company harmless from any loss, 
expense or damages, including reasonable attorney's fees, from any claim, 
suit or proceeding whatsoever, instituted by a third party, in connection 
with or resulting from ASC's actions or failure to act pursuant to the powers 
granted hereby." 

3.4 Petitioner, on its own, effected improvements on the woodcase 
MONGOL pencil and in the manufacturing thereof, ditto sans any backing 
from Eberhard Faber. The woodcase MONGOl pencil thus became 
smoother, its case-colors sharper, and with distinctive advances in its 
writing. The manufacturing process was enhanced by Petitioner, making it 
possible to create the product at a faster pace on mass-production. There 
are stark differences from the present product and its production process 
with that of its counter-part in the 1960s. 

3.5 The raw materials and supplies as well as the present pencil-making 
machineries and equipment were purchased from firms not connected nor 
referred to by Respondent-Registrant They were contacted by Petitioner on 
their own. 

4. Around 1996, Eberhard Faber was acquired by Faber Castell, Corp. 
In 22 December 1997 Faber Castell Corp. was acquired by Berol Corp. 

4.1 What holds true for Eberhard Faber also applies to its successor, the 
Respondent-Registrant, Serol Corporation. It is only concern with the 
collection of the Technical Fees. They did nothing to improve the 
woodcase Mongol Pencils, not the product itself, its manufacture, and its 
promotion for sale. It did not even bother to check/inspect the quality and 
kinds of the MONGOL pencils being produced by Petitioner. No technology 
or funds were infused by them to Petitioner, to help and assist trJe 
production and sale of the subject goods. They did not prosecut 
infringers, imitators and counterfeiters. I 

17 



5. Second indication that the "Agreements" are "naked license" and that 
Respondent-Registrant does not exercise control and restriction over the 
business of the Petitioner is that the "Agreements' emphasizes the limited 
legal relationship between the parties, providing that the parties are 
independent contractors and that the agreement cannot be deemed or 
construed to create an agency. 

6. Third indication, and the most important, that Respondent-Registrant 
did not exercise quality control to protect the "MONGOL" trademark is that 
the "Agreements" provide that "Amspec will indemnify Eberhard and hold it 
harmless against any loss, claim, damage or liability" which is an explicit 
disclaimer of Respondent-Registrant's responsibility against product liability 
which are directly related to the quality of the products manufactured by 
the Petitioner. Therefore, the agreement on its face does not appear to 
provide any responsibility or obligation for Respondent-Registrant to ensure 
the quality of the goods manufactured by Petitioner. 

7. The fourth indication that Respondent- Registrant has 
engaged in a "naked license" when it allowed the Petitioner, on its own, to 
use "MONGOL" mark in other products like mechanical pencils, mechanical 
pencils leads, and sharpeners. Respondent-Registrant had no control nor 
gave their consent/approval to its production and sale, even as they are 
well-aware of these goods. 

Naked (or uncontrolled) licensing of a mark occurs when a licensor 
allows a licensee to use the mark on any quality or type of good the 
licensee chooses. 

7.1 Petitioner crafted its own peculiar production process for the 
MONGOL pencils and imposed its own quality standards. No input 
whatsoever came from Respondent-Registrant. Great improvements were 
made such that production output soared, wastage of raw materials and 
supplies were reduce to bare minimums and chronic problems - i.e. pencil 
splits - were eliminated. 

8. Realizing that it is exercising all acts of ownership over the 
MONGOL trademark for almost fifty (50) years, its total and absolute control 
in the manufacture and quality determination of the products bearing the 
mark for the same length of time, the non-use and abandonment of the 
MONGOL mark by Respondent-Registrant and by Eberhard Faber before 
them, Petitioner filed several trademark applications fo the MONGOL 
trademark and its variants before the Intellectual Property and was able to 
obtain and secure registrations for the marks "PENCIL DEVICE",~ 
"WOODCUNCHED", "MONGOL FOR KIDS". I rI. 
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8.1 Another major consideration by AMSPEC for the claim of ownership 
shown above is the Merchandising Bulletin released by Sanford L.P., like 
Berol Corporation, is a subsidiary of Newell Rubbermaid, Inc. Therein they 
explicitly terminated the MONGOL pencil from the products they are selling 
and replacing the same with the mark "Mirado". To petitioner, this is an 
unambiguous abandonment of the MONGOL mark by the Respondent 
Registrant and by its mother company. 

9. Even assuming that the "Agreements" are not "naked license" and 
therefore, valid and binding, Respondent-Registrant has already abandoned 
the "MONGOL" trademark for failure to use the mark within the Philippines 
since the expiration and termination of the 1994 Technical License 
Agreement in February 28, 1999. 

9.1 Since February 28, 1999, there is no Licensor-Licensee 
relationship existed between the Petitioner and Respondent-Registrant. 
The 1994 "Technical License Agreement" relied upon by the Respondent
Registrant has already expired and has no force and effect since February 
28, 1999 when it failed to obtain and secure the prior approval of the 
Technology Transfer Board (now the Documentation, Information and 
Technology Transfer Bureau of the Intellectual Property Office). The 
subject Agreement was never registered again for its renewal with the said 
Office. Thus, no automatic renewal was effected in accordance with 
paragraph 24 of the 19941 "Technical License Agreement" for the automatic 
renewal of the agreement. 

9.2. With the expiration of the "Technical License Agreement" (TLA) 
in 28 February 1999 and having no force and effect, any use of the 
"Mongol" trademark, after the said date, by the Petitioner did not inure to 
the benefit of the Respondent-Registrant. Hence, the Fifth (5th

) Anniversary 
- Affidavit of Use filed by the Respondent -Registrant in July 15, 2004 is 
not valid because the 1994 TLA has already expired and no force and 
effect. Respondent-Registrant having no control or restriction of the 
operations of Petitioner's business. The use of the "MONGOL" mark by the 
Petitioner as reflected in the Fifth (5th

) Anniversary-Affidavit of Use did not 
inure to the benefit of the Respondent-Registrant as stated in Section 152.4 
of R.A. 8293. 

9.3 The expiration of the TLA and failure to file a valid Fifth (5th
) 

Anniversary - Affidavit of Use, Respondent-Registrant has effectiVel1fj 
abandoned the "MONGOL" mark since February 28, 1999 and that its j_ 
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registration is now ripe for cancellation as provided in Section 151 (c) of RA
 
8293."
 

In support of the Reply, Petitioner submitted additional documentary evidence
 
consisting of the Affidavit of Cesar R. Lopez (Exhibit "L''), Judicial Affidavit of Cesar R.
 
Lopez submitted to Branch 256, RTC-Muntinlupa for Civil case No. 08-073 (Exhibit "M'')
 
and l\1erchandising Bulletin (Exhibit "N'').
 

The issues havinq been joined, this Bureau issued a Notice of Preliminary 
Conference. During the initial preliminary conference, both parties manifested that they 
are amenable to exploring the possibility of compromise agreement. However, on 09 
March 2009 continuation of preliminary conference, the parties manifested that the 
possibility of amicable settlement is already nil. Consequently, upon motion of the parties, 
the preliminary conference was terminated. Thereafter, an Order was issued directing the 
parties to submit position papers. On 04 May 2009, both Petitioner and Respondent filed 
their respective Position Papers. Hence, this decision. 

The main issue in this case is: 

WHETHER OR NOT RESPONDENT'S CERTIFICATE OF REGISTRATION
 
NO. 026312 FOR THE MARK "MONGOL" SHOULD BE CANCELLED.
 

Petitioner avers that it is the real owner of and prior user with existinq, valid and 
unabandoned rights over the MONGOL mark with respect to lead pencils under Class 16 
being the one that built the value and good will behind the mark. In claiming that it is the 
real owner of the MONGO mark, Petitioner posited that since 1964, it has been the one that 
has expended all efforts in the manufacture, distribution, marketing, advertising, and sale 
of the pencils to which the MONGOL mark is attached. According to Petitioner, it has 
never received any financial, logistic, or any kind of support from Eberhard Faber, Inc., 
which, simply collected on their two (2%) share of the net sales generated from the 
MONGOL pencils but did nothing else. Petitioner shouldered all costs and risks of keeping 
the business afloat, and actually had more than majority interest in the business, in fact, 
more than ninety eight (98%) of profits which were generated by the sale of the MONGOL 
pencils. Petitioner also streamlined the manufacturing procedures that translated into 
improved quality of MONGOL lead pencils, and in addition, litigated against infringers that 
were trying to unlawfully ride on the goodwill of the MONGOL mark. Petitioner acted as 
the actual user and the owner of the MONGOL pencil operations as a going concern. 
Petitioner stated that even though the MONGOL mark is registered in the name of Eberhard 
Faber, Inc., Respondent's predecessor-in-interest, this does not necessarily mean th1tt 
these foreign companies own the mark in the Philippines. ~_ 
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Also, Petitioner claims that the Agreements dated 1964, 1974, 1984 and 1994 
executed between Eberhard and Petitioner, were all "naked licensing" agreements and 
therefore not valid. Therefore, Eberhard should be deemed to have abandoned the 
MONGOL mark as early as 1964 as the use by Petitioner of the mark MONGOL did not inure 
to the benefit of Respondent. Petitioner pointed out that the Agreements between 
Eberhard/Berol with Petitioner constitute as a naked licensing, thus they have no right over 
the MONGOL mark. To show that the mentioned Agreements are mere naked licensing 
agreement, Petitioner stated that the Agreements (1) disclaimed any responsibility on the 
part of Eberhard against product liability; (2) merely designated Petitioner as an 
independent contractor and not subject to its control, as a licensee should be; (3) Eberhard 
failed to exercise actual quality control of the MONGOL products made by Petitioner and (4) 
Eberhard allowed Petitioner to use the MONGOL mark on other goods even without the 
former's consent/or approval. 

To contradict Petitioner's asseveration, Respondent maintain that it is the registered 
owner and proprietor of the well-known MONGOL mark in the Philippines and in other parts 
of the world, while Petitioner is a former licensee. It also claimed that Petitioner's use of 
the MONGOL mark inured to the benefit of Respondent as the Technical Licensing 
Agreement (TLA) between the parties subsisted until its termination effective 31 August 
2008. Respondent underscored that Petitioner confirmed the validity and binding effect of 
the TLA by performing the following acts: (1) consistently stated that MONGOL pencils 
were made under license from the U.S.A. by indicating the same on the packaging of the 
said products; (2) regularly paid royalties or technical fees based on the alleged sales 
revenues of the MONGOL products to Respondent; (3) requested permission and/or license 
from the Respondent and Newell to sell/distribute MONGOL products outside the Philippines 
such as in California and other ASEAN countries; (4) informed Respondent and Newell of 
potential infringements on the latter's intellectual property rights over the mark MONGOL; 
requested that it be appointed as Respondent's trademark security consultant in the 
Philippines, which Respondent acceded; and (5) together with Respondent's predecessor
in-interest, Eberhard, filed a case for unfair competition with prayer for issuance of a writ of 
preliminary injunction and damages against Wallstreet Business Systems, Inc. docketed as 
Civil Case No. 95-202 with Branch 256 of the Regional Trial Court of IViuntinlupa City. 

Indubitably, records of this case would disclose that Respondent is the registered 
owner of the mark MONGOL as per certificate of Registration No. 026312 issued on 29 
December 1978. As a holder of a certificate of registration, it is presumed to be the owner 
of the mark pursuant to Section 138 of Republic Act No. 8293 which provides: 

"section 138. Certificates ofRegistration - A certificate of registration of a mark shall 
be prima facie evidence of the validity of the registration, the registrant's ownership 
of the mark, and of the registrant's exdusive right to use the same in connection 
with the goods or services and those that are related thereto specified in ther-: 
certificate. " / f j
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Prima facie evidence is defined as, "evidence good and sufficient on its face. x x x 
Evidence which, if unexplained or uncontradicted, is sufficient to sustain a judgment in 
favor of the issue it supports, but which may be contradicted by other evldence.i" 
Necessarily, since a certificate of registration is merely prima facie evidence of ownership, 
such evidence can be controverted or rebutted by contrary evidence. In relation thereto, 
the IP Code also provides for the cancellation of registration under certain grounds. Section 
151.1(b) and (c) states: 

"Sec. 151. Cancellation - 151.1 A petition to cancel a registration of a mark
 
under this Act may be filed with the Bureau of Legal Affairs by any person
 
who believes that he is or will be damaged by the registration of a mark
 
under this Act as follows:
 

xxx 

(b) At any time, if the registered mark becomes the generic name for
 
the goods or services, or a portion thereof, for which it is registered, or has
 
been abandoned, or if the registered mark is being used by, or with the its
 
registration was obtained fraudulently or contrary to the provisions of this
 
Act, permission of, the registrant so as to misrepresent the source of the
 
goods or services on or in connection with which the mark is used.
 

(c) At any time, if the registered owner of the mark without legitimate
 
reason fails to use the mark within the Philippines, or to cause it to be used
 
in the Philippines by virtue of a license during an uninterrupted period of
 
three (3) years or longer. "
 

The bone of Petitioner's contention is that Respondent has abandoned its right over 
the mark MONGOL as the use by herein Petitioner of said mark in its lead pencils products 
did not inure to the benefit of Respondent since the Agreements it entered into with 
Petitioner is considered naked licensing agreement which is invalid in this jurisdiction 
pursuant to Section 150 of the Republic Act No. 8293 otherwise known as the "Intellectual 
Property Code of the Philippinestt (IP Code). 

In disagreement, Respondent essentially avers that it is the registered owner and 
the presumption of law as to validity of the registration and rightful ownership favors them 
and Petitioner cannot now claim ownership over the subject mark on the premise that the 
Agreements as well as the Technology Licensing Agreement is invalid and therefore the use~ 
of the mark inured only to its benefit and not to Respondent. f ~ ,. 

2 Robert P. Wacon vs, People of the Philippines, GR No. 164575, December 6, 2006 
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Section 150 of the IP Code provides: 

"Section 150. License Contracts. - 150.1. Any license contract concerning
 
the registration of a mark, or an application therefor, shall provide for
 
effective control by the licensor of the quality of the goods or services of the
 
licensee in connection with which the mark is used. If the license contract
 
does not provide for such quality control, or if such quality control is
 
not effectively carried out, the license contract shall not be valid."
 

The above-cited provision is very clear that in cases of license contracts or licensing 
agreements, such contract/agreement must provide for effective control by the licensor of 
the quality of the goods or services of the licensee in connection with which the mark is 
used or even if there is quality control proviso in the agreement/license it must be 
effectively carried out, otherwise, the contract/agreement shall be invalid. 

Licensing of a trademark in the absence of the corresponding and required quality 
control is "naked licensing", defined as "a trademark licensor's grant of permission to use 
its mark without attendant provisions to protect the quality of the goods or services 
provided under the rnark,'" or "a naked licensing of a mark occurs when a licensor allows a 
licensee to use the mark on any quality or type of goods the licensee chooses." 

In the case at bar, a scrutiny of the Agreements as well as the TLA entered into 
between the Respondent through its predecessor-in-interest and Petitioner clearly showed 
that while there are some quality control provisions, however the terms of agreements 
negates exercise of control and supervision by the licensor like: responsibility against 
liability, relationship of Petitioner to Respondent is only that of an independent contractor 
not agent and acquiescence over use of the mark MONGOL by Petitioner in products/goods 
other than pencils. As correctly pointed out by Petitioner, the "Agreements" explicitly 
contained a condition that EBERHARD, Respondent's predecessor-in-interest, will not have 
any responsibility against product liability5, a responsibility on the part of the alleged 
licensor that is closely connected with the quality control of the goods being manufactured 
by Petitioner under the MONGOL mark. When a licensor implements quality control on its 

licensee, an injured consumer may bring an action against the trademark licensor because/f;. 

; E~oo (_mtion v. O~fn,d Clothes, [no" 109 F.3d 1070,1075 (5· en. 1997). ~ 
4 2 J. Thomas McCarthy, McCarthy on Trademarks and Unfair Competition, 18.15, at 69 (3d ed. 1992) cited in Stanfield 
v. Osborne Industries, Inc., 52 F.3d 867, 871 (lO'h Cir. 1995).
 
5 Par. 16 Exhibit 4, Par. 15 Exhibit 5, par. 22, Exhibit 6, par. 19 Exhibit 7 of Respondent
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the licensor is the functional equivalent of the manufacturer or seller." In other words, if 
the licensor does not take responsibility for product liability, it has no incentive to ensure 
the quality of the trademarked goods through concrete employment of control over the 
production of these goods. In this case, Petitioner, and not Respondent, is liable for 
product liability. 

Corollary to this, Section 87 of the IP Code enumerates prohibited clauses for 
licensing contracts because they are prima facie deemed to have an adverse effect on 
competition and trade. Particularly, paragraph 87.14 states: 

"Section 87. Prohibited Clauses. - Except in cases under Section 91,
 
the following provisions shall be deemed prima facie to have an adverse
 
effect on competition and trade:
 

xxx 

87.14. Those which exempt the licensor for liability for non-fulfillment
 
of his responsibilities under the technology transfer agreement and/or liability
 
arising from the third party suits brought about by the use of the licensed
 
product or the licensed technology.xxx"
 

What will then be the effect if these prohibited clauses are contained in the license 
contract? Again, Section 92 of the IP Code is unequivocal, it provides: 

"Section 92. Non-Registration with the Documentation, Information
 
and Technology Transfer Bureau. - Technology transfer arrangement that
 
conform with the provisions of Section 86 and 87 need not be registered with
 
the Documentation, Information and Technology Transfer Bureau. Non

conformance with any of the provisions of Section 87 and 88, however, shall,
 
automatically render the technology transfer arrangement unenforceable,
 
unless the technology transfer arrangement is approved and registered with
 
the Documentation, Information and Technology Transfer Bureau under the
 
provisions of Section 91 on exceptional cases."
 

It is without question that the prohibited clause under Section 87, paragraph 14 i~ 
contained in the Agreements entered into by the parties herein. As pointed out by 
Petitioner in its Reply, said Agreements contained the following proviso/condition: J
6 Torres v. Goodyear Tire & Rubber Co., 901 F. 2d 750, 751 (9th Cir. 1990). 
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"6. Third indication, and the most important, that Respondent-Registrant 
did not exercise quality control to protect the "MONGOL" trademark is that the 
"Agreements" provide that "Amspec will indemnify Eberhard and hold it 
harmless against any loss, claim, damage or liability" which is an explicit 
disclaimer of Respondent-Registrant's responsibility against product 
liability which are directly related to the quality of the products 
manufactured by the Petitioner. Therefore, the agreement on its face does not 
appear to provide any responsibility or obligation for Respondent-Registrant to 
ensure the quality of the goods manufactured by Petitioner. 

6.1 Paragraph 16 of the 1964 A'Agreement" provides: 

"16. Amspec shall procure and maintain product liability insurance which 
shall insure Faber and Amspec, if it so desires, against liability for personal injury 
and property damage arising out of the use of the licensed products, and the other 
Faber products, and any of them, within limits of 200,000 pesos for each person, 
600,000 pesos for each accident, and an aggregate coverage of 600,000 pesos for 
each policy year in cases of personal injury and within limits of 50,000 pesos per 
accident and 50,000 pesos in aggregate coverage for each plicy year in cases of 
property damage. Within 15 days after the date of this Agreement, Amspec shall 
furnish to Faber evidence that such insurance has been procured, and shall furnish 
to Faberevidence of the payments of all premiums due thereon within 15 days after 
the respective due dates. 

Amspec will indemnify Faber and hold it harmless against any loss, claim, 
damage or liability which Faber may incur or which may be asserted against it which 
arises out of or is based upon paragraph 16 of this Agreement." 

6.2 Paragraph 17 of the 19748 "Agreement" provides: 

"17. Amspec shall procure and maintain product liability insurance which 
shall insure Faber and Amspec, if it so desires, against liability for personal injury 
and property damage arising out of the use of the licensed products, and the other 
Faber products, and any of them, within limits of aggregate coverage of 600,000 
pesos for each policy year in cases of personal injury and within limits of 50,000 
pesos per accident and 50,000 pesos in aggregate coverage for each policy year in 
cases of property damage. Within 15 days after the date of this Agreement, Amspec 
shall furnish to Faber evidence that such insurance has been procured, and shall 
furnish to Faber evidence of the payments of all premiums due thereon within 15 
days after the respective due dates. 

Amspec will indemnify Faber and hold it harmless against any loss, claim, 
damage or liability which Faber may incur or which may be asserted against it Whi~JIt": 
arises out of or is based upon paragraph 16 of this Agreement." / IJ. 

7 Exhibit 4 of Respondent 
8 Exhibit 5 of Respondent 
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6.3 Paragraph 22 of the 19849 "Agreement" provides: 

"22. Amspec shall procure and maintain product liability insurance which 
shall insure Faber and Amspec, if it so desires, against liability for personal injury 
and property damage arising out of the use of the licensed products, and the other 
Faber products, and any of them, within limits of 200,000 pesos for each person, 
600,000 pesos for each accident, and an aggregate coverage of 600,000 pesos for 
each policy year in cases of personal injury and within limits of 50,000 pesos per 
accident and 50,000 pesos in aggregate coverage for each policy year in cases of 
property damage. Within fifteen (15) days after the date of this Agreement, 
Amspec shall furnish to Faber evidence that such insurance has been procured, and 
shall furnish to Faber evidence of the payments of all premiums due thereon within 
15 days after the respective due dates. 

Amspec will indemnify Faber and hold it harmless against any loss, claim, 
damage or liability which Faber may incur or which may be asserted against it which 
arises out of or is based upon paragraph 20 of this Agreement." 

6.4 Paragraph 19 of the 199410 "Agreement" provides: 

"19. Amspec shall procure and maintain product liability insurance which 
Eberhard will be named insured with aggregate coverage of one million (1,000,000) 
pesos for bodily injury and property damage liability for each policy year. Within 
fifteen (15) days after the date of this Agreement, Amspec shall furnish to Eberhard 
evidence that such insurance has been procured, and shall furnish to Faberevidence 
of the payments of all premiums due thereon within 15 days after the respective due 
dates. 

Amspec will indemnify Eberhard and hold it harmless against any loss, claim, 
damage or liability which Eberhard may incur or which may be asserted against it 
which arises out of or is based upon paragraph 19 of this Agreement." 

Pursuant therefore to Section 150 of the IP Code, in relation to Section 87 and 

Section 93 thereof, this Bureau finds that the cited Agreements are invalid and 

unenforceable. In addition, Respondent also failed to submit evidence to prove the 

contrary. 

Noteworthy also is the fact that in the said Agreements/Contracts, the relationship 

between Respondent and Petitioner was expressly limited to that of an independent 

contractor not as agent, which all the more show that Respondent and its predecessor-in

interest did not exercise effective quality control over the licensee, Petitioner herein. In Y. 
9 Exhibit 6 of Respondent f / If; 
10 Exhibit 7 of Respondent fJ 
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addition, as proven by substantial evidence, despite the presence of some control 
provisions in the "Agreements", such quality control provisions in the contract were not 
effectively carried out. To cite these instances of non-compliance with such quality control 
proviso: (1) Eberhard did not introduce any new way of manufacturing the woodcase 
"MONGOL" pencil nor did it bring any process, formulae, or technical data that will help in 
the production of the pencils; (2) Although, Petitioner on its own, did ship to Eberhard 
samples for the latter's approval, no written advice, much less, approval, was ever issued 
by the latter. Eberhard did not have any organized procedure with respect to the shipping 
process, quantity of samples therefor, and the approval of samples on a regular basis. As 
time passed, Eberhard did not even care whether or not Petitioner sent them product 

samples; (3) Eberhard did not have any established policy regarding the stipulated 
inspection by its representatives of Petitioner's manufacturing process, which was 
intended to ensure that the goods manufactured by it were compliant of its quality 
standard in terms of manufacturing the "MONGOL" pencils; (4) Petitioner was also left 
alone to fend-off competitors, copycats, and imitators of the "MONGOL" pencils. Petitioner 
alone instituted legal actions against the illegal importation and sale of cheap counterfeits 
from China. In cases where EBERHARD was impleaded as a party plaintiff in those legal 
proceedings, its participation therein stopped there; (5) The raw materials and supplies as 
well as the present pencil-making machineries and equipment for the "MONGOL" pencils 
were purchased from firms not connected to or referred by Berol or Eberhard; and (6) 
Petitioner was left on its own to develop, improve, market, protect, expand, and promote 
the woodcase "MONGOL" pencils. AIVISPEC, independently and without any help from 
EBERHARD, effected improvements on both the "MONGOL" pencils themselves and the 
manufacturing process thereof. As a result, the woodcase "MONGOL" pencil became 
smoother, its case colors sharper, and exhibited distinctive advances in its writing quality. 
Meanwhile, the enhanced manufacturing process made it possible to create the lead 
pencils at a faster pace on mass production. Stark improvements abound in the present 
"MONGOL" pencils and production processes as compared to their counterparts in the 
1960s, that it may be safely concluded that, upon the assumption of AIVISPEC of the use of 
the "MONGOL" mark, Virtually new pencils and manufacturing operations were created.'! 

What is more, Respondent allowed Petitioner, on its own, to use the "MONGOL" 

mark in products other than lead pencils, like mechanical pencils, mechanical pencil leadSW; 
and pencil sharpeners. Naked licensing of a mark occurs when a licensor allows a licensee 

to use the mark on any quality or type of good the licensee chooses." #. 
II Affidavit of Mr. Cesar Lopez marked as Exhibit " M" of Petitioner
 
12 Thomas McCarthy, McCarthy on Trademarks and Unfair Competition, 18.15. at 69 (3d ed, 1992)
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Again, these facts stated in the Affidavit of Mr. Lopez were not rebutted by 
Respondent. Being uncontroverted, these statements all the more confirmed the lack of 
effective control exercised over Petitioner by Respondent in the manufacture of the 
MONGOL pencils pursuant to the cited Agreements/Contracts Thus, this Bureau again 
finds that the Agreements/Contracts are invalid and unenforceable. 

Being invalid and enforceable, the continued use by Petitioner of the mark MONGOL 
in its pencil products did not inure to the benefit of Respondent. This is justified under 
Section 152.4 of the IP Code which states: 

Section 152. None-use of a Mark When Excused - 152.1. Non-use of
 
a mark may be excused if caused by circumstances arising independently of
 
the will of the trademark owner. Lack of funds shall not excuse non-use of
 
the mark.
 

xxx 

152.4. The use of a mark by a company related with the registrant or
 
applicant shall inure to the latter's benefit, and such use shall not affect the
 
validity of such mark or of its registration: Provided, That such mark is not
 
used in such manner as to deceive the public. If use of a mark by a
 
person is controlled by the registrant or applicant with respect to
 
the nature and quality of the goods and services, such use shall
 
inure to the benefit of the registrant or applicant.
 

Oppositely, if use of a mark by a person is not controlled by the registrant 
with respect to the nature and quality of the goods and services, such use will 
NOT inure to the benefit of the registrant or applicant and the non-use is not 
excused. As a result thereof, since Respondent did not use the 1"10I'JGOL mark in the 
Philippines, aside from the use of Petitioner of said mark, which incidentally did not inure to 
its benefit, for more than three (3) years, they are deemed to have abandoned their 
ownership over the mark. 

Generally, abandonment means the complete, absolute or total relinquishment or 
surrender of one's property or right, or the voluntary giving up or non-enjoyment of such 
property or right for a period of time which results in the forfeiture or loss thereof. It 
requires the concurrence of the intention to abandon it and some overt acts from which i~ 
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may be inferred not to claim it anymore.'? To work abandonment, the disuse must be 
permanent and not ephemeral; it must be intentional and voluntary, and not involuntary or 
even compulsory. There must be a thorough ongoing discontinuance of any trade-mark 
use of the mark in question.I'! Applying the said concept to ownership or registration of 
trademarks, in order for a trademark registration to be considered as abandoned, the 
owner/registrant must relinquish or voluntarily surrender its rights over the trademark. In 
the instant case, the overt act of Respondent from which it can be inferred that it has 
abandoned its trademark registration of the mark MONGOL is its acts of failing to exercise 
effective control over its supposed licensee under the license agreement, its continuous 
disclaimers on liability that have or may arise from the license contract and its 
acquiescence of Petitioner's use of the MONGOL mark in other product aside from pencil. 

Since Petitioner was able to overturn the prima facie presumption of validity of 
registration and ownership over a mark accorded to a holder of a certificate of 
registration, the cancellation of Respondent's registration is proper under Section 151 of 
the IP Code, which provides: 

"Sec. 151. Cancellation - 151.1 A petition to cancel a registration of a 
mark under this Act may be filed with the Bureau of Legal Affairs by any 
person who believes that he is or will be damaged by the registration of a 
mark under this Act as follows: 

xxx 

(c) At any time, if the registered owner of the mark without 
legitimate reason fails to use the mark within the Philippines, or 
cause it to be used in the Philippines by virtue of a license during an 
uninterrupted period of three (3) years or longer. 

Now, in order to convince this Bureau that it did not abandon its ownership over the 
MONGOL mark and that the use of Petitioner of the mark as per the signed 
Agreements/Contracts, Respondent underscored acts of Petitioner which would 
demonstrate that it recognizes the former's ownership over the MONGOL mark. These 
acts are as follows: (1) consistently stated that MONGOL pencils were made under license 
from the U.S.A. by indicating the same on the packaging of the said products; (2) regularly 
paid royalties or technical fees based on the alleged sales revenues of the MONGOL 
products to Respondent; (3) requested permission and/or license from the Respondent 
and Newell to sell/distribute MONGOL products outside the Philippines such as in california 
and other ASEAN countries; (4) informed Respondent and Newell of potent:a~r 

infringements on the latter's intellectual property rights over the mark MONGOL; requested I f 

r 
IJ Agpalo, Ruben E., Legal Words and Phrases, 1997 Ed., page l. t 
14 • Philippine Nut Industry vs. Standard Brands , Incorporated, Et. aI., G.R. No. L-23035. July 31, 1975 citing Callman, g ~ 
Unfair Competition and Tradem ark, 2nd Ed., p. 1341) 
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that it be appointed as Respondent's trademark security consultant in the Philippines, which 
Respondent acceded; and (5) together with Respondent's predecessor-in-interest, 
Eberhard, filed a case for unfair competition with prayer for issuance of a writ of 
preliminary injunction and damages against Wallstreet Business Systems, Inc. docketed as 
Civil Case No. 95-202 with Branch 256 of the Regional Trial Court of Muntinlupa City. 

These facts narrated by Respondent are undisputed. However, these acts of 
Petitioner performed under the premise that the Agreements/Contracts were valid did not 
operate to ratify an invalid and unenforceable contract. The IP Code does not provide for 
any instance where an invalid and unenforceable license contract or technology transfer 
arrangement can be ratified and made valid by subsequent or acts to the contrary. An 
invalid contract remains invalid and unenforceable. 

Verily, considering the above discussions, this Bureau is convinced that the 
cancellation of Respondent's certificate of registration is proper and justified. 

WHEREFORE, premises considered, the instant Petition for Cancellation is, as it is 
hereby, GRANTED. Accordingly, Certificate of Registration 1\10. 026312 for the mark 
MONGOL in the name of Berol Corporation is hereby declared INVALID and is hereby 
ordered CANCELLED. 

Let the filewrapper of MONGOL subject matter of the instant case be transmitted to 
the Bureau of Trademarks (BOT) for appropriate action in a ance with this DECISION. 

SO ORDERED. 

Makati City, 17 December 20 . 

irector, Burea~Legal Affairs 
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