IN THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE TI NDER BOX ) ClVIL ACTI ON
| NTERNATI ONAL, LTD. )
V.
JOHN W PATTERSON, et al. ; NO. 07-cv-05014-JF
VEMORANDUM
Ful lam Sr. J. June 7, 2010

Plaintiff alleges that Defendants breached the parties’
franchi se agreenent, wongly used plaintiff’s protected narks,
and unlawfully conpeted with plaintiff by operating as an
unaut hori zed franchise store. After a two-day, non-jury trial on
liability, the follow ng discussion constitutes my findings of
fact and concl usions of |aw.

Plaintiff, Tinder Box International, Ltd., is a
franchi sor of retail stores that sell various tobacco products,
as well as other accessories and gifts. Defendants are John and
El i zabeth Patterson (husband and wife), and their corporate
entity, Storyville Enterprises.! On Cctober 10, 1996, plaintiff

executed a franchi se agreenent with M. Patterson, who signed on

! Ms. Patterson passed away after trial, and defense
counsel has filed a suggestion of death, but none of the parties
have sought that this Court take any particular action. 1In
effect, it is stipulated that she is no longer a party to this
[itigation.



behal f of yet-to-be-formed Storyville. Pursuant to that
agreenent, Storyville opened a Tinder Box store in Savannah,
Ceorgi a.

The franchi se agreenent governed all material aspects
of the parties’ relationship. It allowed defendants to open
their Tinder Box store and purchase Tinder Box-branded products
for resale; in return, defendants paid a franchi se fee of $25,000
and nonthly royalties. The agreenent conveyed franchise-rights
to defendants for a period of ten years, and it all owed
defendants, at their option, to renew the franchise for an
additional five years, subject to a nunber of pre-conditions. |If
t he agreenent expired, defendants were required to cease using
Ti nder Box’s proprietary marks as well as its “confidential
met hods and procedures,” pronptly pay all suns that were owed to
plaintiff, and observe a one-year non-conpetition cl ause.

By its owmn terns, the franchi se agreenment expired on
Oct ober 10, 2006. At that tinme, both of the Pattersons were
wor ki ng at the store, but they did not realize that the agreenent
had expired. Simlarly, although the adm nistration of franchise
agreenents was a “collective effort” anong plaintiff’s enpl oyees,
no one at the conpany noticed the expiration. Both parties

continued to operate as they had during the previous ten years.



I n February 2007, the parties discovered their
oversight and attenpted to negotiate a renewal of the franchise
agreenent. By letter dated March 2, 2007, plaintiff’s in-house
counsel recogni zed that the agreenent had expired on Cctober 10,
2006, and that defendants had continued to operate the business
“d]espite not having formally renewed the franchise . . . .”

Not wi t hstandi ng this continued operation, plaintiff offered to
renew, and after roughly two weeks, defendant decli ned.
Plaintiff filed its conplaint approxinmately eight nonths |ater,
on Novenber 28, 2007

As a prelimnary matter, | conclude that the parties
post -expiration conduct did not renew, extend, or alter the terns
of the franchise agreenent. Plaintiff argues to the contrary,
citing the general principle that, where parties maintain their
business relations after their contract | apses, the provisions of

that contract continue to govern the rel ationship. See Luden’s

Inc. v. Local Union No. 6, 28 F.3d 347, 355-56 (3d Cir. 1994).

That principle, however, only applies in the absence of contrary
i ndications or a showing that the parties nutually intended a
different result. |d.

Here, the strongest evidence of the parties’ intent is

found in the franchi se agreenent itself. The agreenent



specifically provided that its terns reflected the parties’
entire contract, and that its provisions were only alterable
pursuant to another witten agreenent, signed by both parties.

By design, the agreenent anticipated its own expiration, inposed
vari ous obligations when expiration occurred (including a one-
year non-conpetition period), and required a signed witing for
any nodification of its ternms. These l[imtations denonstrate the
parties’ nmutual intent to prevent any inplied alteration,

renewal , or extension of the agreenent. See Auerbach v. Kantor-

Curl ey Pediatric Assoc., No. 01-cv-0854, 2004 W. 870702 at *5

(E.D. Pa. Mar. 22, 2004) (Surrick, J).

The franchi se agreenent also contained a |imtation of
suit provision, which inposed a one-year limt on bringing any
claim “arising out of or under [the] agreenent.” The |anguage of
this provision applies to nore than just contract clains that
“ari se under” the agreenent, but it is not so broad as to
enconpass any claimwth a nere |ogical or causal connection to

the franchise agreenent. See John Weth & Brother Ltd. v. G gna

Int’I Corp., 119 F.3d 1070, 1074-75 (3d G r. 1997) (interpreting

“arising in relation to” |anguage in forum sel ection cl ause).
Here, plaintiff has asserted both contract and tort-based cl ai s,

and | conclude that the limtation of suit provision applies to



any claimthat vindicates plaintiff’s contract rights, regardless
of whether plaintiff has styled the claimin contract or tort.

See Crescent Int'l, Inc. v. Avatar Conmmunities, Inc., 857 F.2d

943, 944 (3d Cir. 1988) (“[P]leading alternate non-contractual
theories is not al one enough to avoid a forum selection clause /f
the clains asserted arise out of the contractual relation and
inplicate the contract’s terns.”) (enphasis added).

The limtation provision s one-year period began to run
in Cctober 2006, when plaintiff becanme “aware of facts or
ci rcunst ances reasonably indicating” the existence of its clains.
Upon expiration, the franchi se agreenent required defendants to
renove all of their store’s references to Tinder Box, cease
selling all Tinder Box products, and observe the non-conpete
cl ause. After Cctober 10, 2006, however, defendants continued to
conduct business as usual. Plaintiff was aware of defendants’
continued operation, so the limtation provision began running at
that time. Because plaintiff filed its conplaint nore than one
year later, it is barred fromasserting clains that depend on the
provi sions of the franchi se agreenent.

| am not persuaded by plaintiff’s argunment that the
negl ect of its own enpl oyees prevented the limtation period from

running. Plaintiff asserts that it first “becanme aware” of its



clainms nore than three nonths after the agreenent expired,
because its enployees failed to tinely check their records and
did not notice that the expiration date had passed. Plaintiff’s
presi dent, however, signed the franchi se agreenent on behal f of
Ti nder Box International, Ltd.; so at the very least, plaintiff
(as a corporate entity) had i nmputed know edge of the contract’s
terms. Mreover, at |east three of plaintiff’s enpl oyees were
involved in admnistering its franchi se agreenents, and their
failure to anticipate the expiration was sinply unreasonabl e.
The inattention of plaintiff’s enpl oyees does not alter
the fact they were aware of defendants’ conti nued operation
whi ch unequi vocal ly indicated a breach of the franchise
agreenent. The limtation of suit provision, then, bars
plaintiff’s breach-of-contract clains, including Counts 11,21V,
V, and VI of plaintiff’s conplaint. Plaintiff’s tort-based

clains require additional consideration.

2lnits post-trial brief, plaintiff does not address Count
11, titled “Breach of In-term Covenant Not to Conplete [sic] and

M sappropriation of Trade Secrets.” In its response to
defendant’s post-trial nmenorandum plaintiff broadly asserts that
Count IIl is atort claim and that it is therefore unaffected by

the franchise agreenent’s limtation of suit provision.
Neverthel ess, this count alleges a violation of the franchise
agreenent’s prohibition on divulging certain franchisor-provided
information. Count Il11, however phrased, depends entirely on the
exi stence of the parties’ franchise agreenent, and it is
therefore barred by the limtation provision.



Plaintiff has not established that defendants are
liable for tortious interference with contractual relations
(Count VI1). Plaintiff primarily argues that the continued
operation of defendants’ store violated the franchi se agreenent’s
non- conpet e cl ause, thereby preventing plaintiff from
establishing a new Tinder Box store in the Savannah market. Due
to the limtation of suit provision, however, plaintiff cannot
rely on the non-conpete cl ause regardl ess of whether this claim
sounds in contract or tort. To the extent that plaintiff offers
ot her evidence to support this claim plaintiff has not net its
burdens of proof or persuasion.

Plaintiff argues that defendants intercepted custoners
who woul d have ot herw se purchased products directly fromthe
Ti nder Box conpany website. Fromthe evidence at trial, | am not
per suaded that such transgressions ever occurred. Even if they
did, plaintiff has not shown that defendants’ conduct was
i ntentional or purposeful. The trial testinmony clearly
establ i shed that any confusion or m sdirection was unintentional
and resulted from defendants’ inconplete renoval of Tinder Box
references fromtheir store and website. In short, plaintiff’s

tortious interference claimfails.



Plaintiff has, however, asserted valid and tinely
clains for violations of the Lanham Act. When the parties’
relati onship ended in m d-March 2007, defendants no | onger had
plaintiff’s consent to use the Tinder Box name or sell its
products. At that tinme, and entirely separate fromthe then-
expired franchi se agreenent, federal |aw prohibited defendants
fromusing plaintiff’s protected marks or inplying that their
store was affiliated with Tinder Box. Plaintiff’s Lanham Act
clainms do not rely on any terns of the franchi se agreenent, and
they only arose after the md-March withdrawal of consent. As a
result, these clains are not barred by the agreenment’s limtation
of suit provision.

In md-March 2007, defendants attenpted to renove al
Ti nder Box references fromtheir business, but despite their
efforts, the store and website continued to display Tinder Box’s
name and its marks. 1In their store, defendants issued register
receipts with a “Ti nder Box” header, and they sold packages of
tobacco with Tinder Box’s tradenarked product-nanme on one side
and a generic nane on the other. Online, defendants continued to
di splay Tinder Box e-mail addresses, and they failed to renove
their newsletter archive, which portrayed themas a Ti nder Box

store.



Considering that plaintiff and defendants are in the
sanme industry, and given defendants’ prior operation as an
aut hori zed Ti nder Box franchise, these uses of the Tinder Box
name and its registered marks were likely to cause confusion or
m st ake anong custoners. Specifically, these uses were likely to
cause confusion about the origin of defendants’ products, and
they inplied that defendants were still affiliated with the
Ti nder Box franchi se when, in fact, the parties had term nated
their relationship. Defendants are liable for violations of the
Lanham Act under 15 U S.C. 88 1114 and 1125, and plaintiff is
entitled to attenpt to establish its entitlenment to damages.

In sum | conclude that defendants are |iable under the
Lanham Act (Counts | and Il of plaintiff’s conplaint), but that
plaintiff is unsuccessful on the balance of its clains. An order
follows, and a trial will be scheduled to determ ne an

appropriate award.

BY THE COURT:

[s/ John P. Fullam
John P. Fullam Sr. J.




I N THE UNI TED STATES DI STRI CT COURT
FOR THE EASTERN DI STRI CT OF PENNSYLVAN A

THE TI NDER BOX ) ClVIL ACTI ON
| NTERNATI ONAL, LTD. )
V.
JOHN W PATTERSON, et al. NO. 07-cv-5014-JF

JUDGVENT

AND NOW this 7" day of June 2010, for the reasons
described in the Court’s findings of fact and concl usions of |aw,
| T I'S ORDERED t hat:

1. El i zabeth Patterson, being deceased, is no |onger
a party to this action.

2. JUDGVENT is ENTERED in favor of plaintiff, Tinder
Box International, Ltd., and agai nst defendants, John W
Patterson and Storyville Enterprises, Inc., on Counts | and Il of
plaintiff’s Conpl aint.

3. JUDGMVENT is ENTERED in favor of defendants, John
W Patterson and Storyville Enterprises, Inc., and agai nst
plaintiff, Tinder Box International, Ltd., on Counts III, IV, V,

VI, and VIl of plaintiff’s Conplaint.

BY THE COURT:
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/s/ John P. Fullam

John P. Fullam Sr.

J.



