Partners

Ronald J. Lehrman
Richard Z. Lehv

David Ehrlich

Susan Upton Douglass
Peter J. Silverman
Lawrence Eli Apolzon
Barbara A. Solomon
Nadine H. Jacobson
Andrew N. Fredbeck
Craig S. Mende
Allison S. Ricketts
John P. Margiotta
Lydia T. Gobena
Carlos Cucurella
James D. Weinberger
David Donahue

Nancy E. Sabarra
Charles T. J. Weigell lll
Laura Popp-Rosenberg
Cara A. Boyle

Karen Lim

Jason Jones

Leo Kittay

Senior Counsel
Janet L. Hoffman
Roger L. Zissu
Stephen Bigger

Counsel

James D. Silberstein
Joyce M. Ferraro
Robert A. Becker
Tamar Niv Bessinger

Nancy C. DiConza

Associates

Todd Martin

Sherri N. Duitz
Amanda B. Agati
Emily Weiss
Ashford Tucker
Erica Gould
Matthew Frishee
Celadon Whitehurst
Hindy Dym
Katherine Lyon Dayton
Maritza C. Schaeffer
Jessica Vosgerchian
Robin Warren

Sean F. Harb
Melissa Goldstein

Robin N. Baydurcan

FROSS ZELNICK LEHRMAN & ZISSU, RC.

EDITOR: KAREN LIM

JUNE 2018

CHAMBERS UsA 2018 ranked Fross Zelnick in Band 1 for Intellectual Property:
Trademark, Copyright & Trade Secrets in both USA-Nationwide and New York.
Chambers describes the firm as “[r]Jenowned in the field of trade mark and copyright law,
with an excellent track record advising global brands on litigation, commercial deals and
anti-counterfeiting matt

4 Times Square, 17" Floor | New York, New York 10036
Phone 212.813.5900 | Fax 212.813.5901 | www.frasszelnick.com


http://www.fzlz.com/ourlawyers/susan-upton-douglass
http://www.fzlz.com/ourlawyers/richard-z-lehv
http://www.fzlz.com/ourlawyers/james-d-weinberger
http://www.fzlz.com/ourlawyers/roger-l-zissu
http://www.fzlz.com/ourlawyers/allison-strickland-ricketts
http://www.fzlz.com/ourlawyers/lawrence-eli-apolzon
http://www.fzlz.com/ourlawyers/cara-boyle
http://www.fzlz.com/ourlawyers/carlos-cucurella
http://www.fzlz.com/ourlawyers/david-donahue
http://www.fzlz.com/ourlawyers/nadine-h-jacobson
http://www.fzlz.com/ourlawyers/nadine-h-jacobson
http://www.fzlz.com/ourlawyers/john-p-margiotta
http://www.fzlz.com/ourlawyers/craig-s-mende
http://www.fzlz.com/ourlawyers/barbara-solomon
http://www.fzlz.com/ourlawyers/james-d-weinberger
http://www.fzlz.com/ourlawyers/james-d-weinberger
http://www.fzlz.com/ourlawyers/lawrence-eli-apolzon
http://www.fzlz.com/ourlawyers/stephen-bigger
http://www.fzlz.com/ourlawyers/carlos-cucurella
http://www.fzlz.com/ourlawyers/susan-upton-douglass
http://www.fzlz.com/ourlawyers/david-w-ehrlich
http://www.fzlz.com/ourlawyers/nadine-h-jacobson
http://www.fzlz.com/ourlawyers/ronald-j-lehrman
http://www.fzlz.com/ourlawyers/richard-z-lehv
http://www.fzlz.com/ourlawyers/craig-s-mende
http://www.fzlz.com/ourlawyers/peter-j-silverman
http://www.fzlz.com/ourlawyers/peter-j-silverman
http://www.fzlz.com/ourlawyers/barbara-solomon
http://www.fzlz.com/ourlawyers/james-d-weinberger
http://www.fzlz.com/ourlawyers/lawrence-eli-apolzon
http://www.fzlz.com/ourlawyers/robert-becker
http://www.fzlz.com/ourlawyers/stephen-bigger
http://www.fzlz.com/ourlawyers/cara-boyle
http://www.fzlz.com/ourlawyers/carlos-cucurella
http://www.fzlz.com/ourlawyers/david-donahue
http://www.fzlz.com/ourlawyers/susan-upton-douglass
http://www.fzlz.com/ourlawyers/david-w-ehrlich
http://www.fzlz.com/ourlawyers/lydia-temesgien-gobena
http://www.fzlz.com/ourlawyers/janet-l-hoffman
http://www.fzlz.com/ourlawyers/nadine-h-jacobson
http://www.fzlz.com/ourlawyers/ronald-j-lehrman
http://www.fzlz.com/ourlawyers/allison-strickland-ricketts
http://www.fzlz.com/ourlawyers/allison-strickland-ricketts
http://www.fzlz.com/ourlawyers/peter-j-silverman
http://www.fzlz.com/ourlawyers/barbara-solomon
http://www.fzlz.com/ourlawyers/charles-t-j-weigell
http://www.fzlz.com/ourlawyers/charles-t-j-weigell
http://www.fzlz.com/ourlawyers/james-d-weinberger
http://www.fzlz.com/ourlawyers/roger-l-zissu

FROSS ZELNICK recently hosted two events as part of the firm’s startup practice that
provided essential trademark and copyright advice to those involved in growing new or
emerging businesses.

Approximately thirty-five members of the Cambridge University alumni group
CAMentrepreneurs gathered at Fross Zelnick to hear an informative panel explain the
basics of intellectual property law and its implications for startups. KAREN LM discussed
the basics of trademark law and provided some tips on selecting, registering, and
protecting trademarks for entrepreneurs. LEO KITTAY then explained the fundamentals
of copyright protection and what startups should be on the lookout for in protecting their
content as well as steering clear of infringing the content of others. The group also heard
from a patent attorney. Two entrepreneurs then described their experiences with
intellectual property protection in the course of growing their own businesses.

In a separate event, LEO KITTAY hosted a group of five young entrepreneurs from Tufts
University. These co-founders (students and recent alumni) of early stage startups are
involved in industries as diverse as fashion, toys, and energy innovation. The companies
ranged from those still testing their technology to those generating impressive revenue
numbers. Leo gave the group a primer on trademark and copyright law, then walked them
through how to prioritize their spending on intellectual property and brand protection
based on the funding stage of the business, type of products, and company ambitions. The
session ended with a lively question-and-answer session, during which Leo was able to
address specific concerns of individual entrepreneurs, including how to balance legal risk
with legal spend.

KAREN LIM spoke on the panel “Choosing Outside Counsel” at the INTA Annual Meeting
on May 19, 2018. She focused her discussion on the desired qualities in local counsel and
the technological challenges of working with counsel in diverse jurisdictions.

FrROSs ZELNICK LEHRMAN & Z1Ssu, P.C.
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UNITED STATES

e Copyright Fair Use —
“Transformative” Revisited.
Has The Second Circuit Gone
Too Far?

Fox News Network, LLC v.
TVEyes, Inc.

UNITED STATES DISTRICT COURT
FOR THE STATE OF ARIZONA

SECOND CIRCUIT COURT OF APPEALS

e Design Patent Lessons from the
$2B Lawsuit Against Tesla Truck
Designs
Nikola Corp. v. Tesla Inc.

Second Circuit Court of Appeals:
COPYRIGHT FAIR USE - “TRANSFORMATIVE”
REVISITED: HAS THE SECOND CIRCUIT GONE
Too FAR?

Fox News Network, LLC v. TVEyes, Inc., 883
F.3d 169 (2d Cir. 2018)

In the United States, federal Courts of
Appeals’ decisions are rendered by three
judge panels unless a panel decision is
reviewed and decided en banc, that is, by
the entire court. In the most recent U.S.
appellate-level fair use decision by the
Second Circuit, Fox News Network, LLC v.
TVEyes, Inc., 883 F.3d 169 (2d Cir. 2018),
there was unanimous agreement that the
defendant’s use was not protected by the
fair use doctrine, but one of the judges
disagreed with his cohorts’ evaluation of one
of the key fair use factors. Although the
outcome of the case seems obvious, the
majority’s analysis of the first fair use factor,
“the purpose and character of the use,”
especially the now all-important
“transformative” nature of the defendant’s

work, is interesting and questionable. /d. at
176.

The result was obvious, because TVEyes’
unauthorized copying and re-distribution
made available to its customers virtually all
of Fox’s televised copyrighted audiovisual
content and because its doing so deprived
Fox of access to revenue that properly
belongs to the copyright holder. The first
factor evaluation was interesting and
guestionable, because, as District Judge
Kaplan’s concurring opinion decries, the
majority accepted as a positive in gauging
whether defendant’'s use meets the first
factor “transformative” criterion
(communicating something new and
different from the copied work) the fact that
defendant TVEyes used allegedly new
content delivery technologies to provide
access to Fox’s videos, even though it did
no more than repackage and deliver Fox’s
original content to its clients. But Judge
Kaplan concurred with his colleagues’
rejection of the fair use defense based on
the Court’s strongly unfavorable evaluations
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with respect to the third and fourth factors:
the amount used and its market impact.

TVEyes is a for-profit media company that
offered a service allowing its clients (i) to
efficiently sort through vast quantities of the
television programming of Fox News
Network (“Fox”) in order to find recorded
clips that provide material of interest to them
and (ii) then to watch such clips and share
them with others. For example, a client in
marketing or public relations could employ
TVEyes’ service to learn how a particular
product is faring in the media. Not
surprisingly, Fox sued TVEyes for copyright
infringement by re-distributing copied audio
visual content from Fox’s television
programming. The district court upheld
TVEyes'’ fair use defense, and Fox appealed.

As the Supreme Court made clear in the
“Pretty Woman” case, in evaluating a fair use
defense, courts “undertake a ‘case-by-case’
analysis in which each factor is considered
and the results [are] weighed together in
light of the purposes of copyright.” Fox, 833
F.3d at 176 (quoting Campbell v. Acuff-Rose
Music, Inc., 579 U.S. 569, 577-78 (1994)
(internal quotation marks omitted)). In
carrying out this task, the Second Circuit first
decided it was ‘“useful” to consider
separately whether each of the two distinct
functions of TVEyes’ service would qualify as
fair use. TVEyes’ offered a “Search function”
and “Watch function.” The Search function
allowed clients to /gentify videos of interest,
while the Watch function allowed clients to
view the clips of unfiltered Fox content.
Since Fox did not challenge the search
function on appeal, the Second Circuit
opinion addressed only whether the Watch
function qualified as fair use. See /d. at 176.

The Court thereafter focused entirely on the
four statutory fair use factors set forth in
section 107 of the Copyright Act.

With regard to first factor, the purpose and
character of the use, the Court cited its
earlier Google Books and Hathi Trust

decisions that related to the unauthorized
making of digital copies of books to create a
text-searchable database from which
“snippets” of text can be freely accessed.
Viewing these decisions as holding that
creation of such a searching capability
served a transformative purpose, Judges
Jacobs and Newman held TVEyes’ Watch
function to be “similarly transformative
insofar as it enables users to isolate, from an
ocean of [Fox’s] programming material”
video clips of interest to them. Fox, 833 F.3d
at 177. Notwithstanding the commercial
nature of the secondary use, as well as the
fact that TVEyes “essentially republishes
[Fox’s] content unaltered from its original
form, with no new expression or message,”
the majority concluded that the Watch
function had a “modest transformative
character,” slightly favoring defendant. /d.
at 178.

The majority’s “transformative” analysis, in
disagreement with Judge Kaplan, accorded
positive weight to the secondary work’s use
of new technology in determining whether
defendant’s use “adds something new, with
a further purpose or different character.”
Campbell, 510 U.S. at 579 (after quoting
Justice Story’s formulation, whether the new
work merely “supersedes the objects” of the
original creation. Folsom v. Marsh, 9 F. Cas.
342, 348 (C.C. Mass. 1846) (No. 4,901)).
Though they cited Google Books, the
majority did not take into account Judge
Leval’'s point that “[w]ith respect to the first
factor test, it favors a finding of fair use
(unless the value of the transformative
purpose is overcome by providing its
[defendant’s] text in a manner that offers a
competing substitute for Plaintiffs’ books).”
Authors Guild v. Google, Inc., 804 F.3d 202,
218 (2d Cir. 2015) (emphasis added).

With regard to the second factor, the opinion
considered the less important factor of “the
nature of the copyrighted work,” namely,
video news content, to play no significant
role. However, its statement favoring Fox




that “[t]hose who report news undoubtedly
create factual works,” Fox, 883 F.3d at 178
(citation omitted) (emphasis added), is
worth noting.

With regard to the third factor, “the amount
and substantiality of the portion used in
relation to the copyrighted work as a whole,”
the Court found that “[t]his factor clearly
favors Fox because TVEyes makes available
virtually the entirety of the Fox programming
that TVEyes users want to see and hear.” /d.
at 179. The court considered the amount
made available to the public “radically
dissimilar” to the three lines of snippets and
no more than three snippets per page at
issue in Google Books.

The fourth factor is “the effect of the
[defendant’s] use upon the potential market
for or value of the copyrighted work.” After
noting that this factor is undoubtedly the
single most important element of fair use, the
court opined that Fox had “much the
stronger point” in contending that TVEyes’
service was undercutting “Fox’s ability to
profit from licensing searchable access to its
copyrighted content to third parties.” Fox,
883 F.3d at 179-80.

In weighing all of the factors and summing
up, the Court stated that notwithstanding the
majority’s view that TVEyes’ Watch function
was “at least somewhat transformative,”
since this function “does little if anything to
change the content itself or the purpose for
which the content is used, its transformative
character is modest at best” and only
“slightly” favored TVEyes. /d. at 181. The
Court considered the second factor neutral.
With respect to the third and fourth factors,
the court found that the third “strongly”
favored Fox and that under the fourth factor
TVEyes had “usurped a function for which
Fox was entitled to compensation under a
licensing agreement.” /d. Accordingly, it
held that “the balance strongly favors Fox
and defeats the defense of fair use.” /d.

* *x x

The Fox opinion relied upon the Second
Circuit’'s earlier Google Books decision but
repeated its warning that it “test[ed] the
boundaries of fair use.” In rejecting TVEyes’
fair use defense, the Court held that it had
‘exceeded those bounds,” /d. at 174,
notwithstanding a slightly favorable finding
with respect to the transformative purpose of
the use of Fox’s content. As Judge Kaplan’s
concurring opinion makes clear, the
majority’s  slightly favorable first-factor
finding on transformativeness based on “the
idea that enhancing the efficiency with
which copies of copyrighted material are

delivered to secondary users” by an
unauthorized user seems to have also gone
too far. /d. at 185.

-ALZ

United States District Court For The
State Of Arizona: DESIGN PATENT
LESSONS FROM THE $2B LAWSUIT AGAINST
TESLA TRUCK DESIGNS

Nikola Corp. v. Tesla Inc. 2:18-cv-01344-
GMS (D. Ariz. filed May 1, 2018)

The recently filed lawsuit by Nikola Corp.
against Tesla, Inc. over semi-truck designs
illustrates  various enforcement issues
regarding design patents, and also provides
insights into how multiple design patents
can be used to proceed against a single
infringing design by claiming sub-elements.

The suit, filed in Arizona District Court on
April 30, 2018, alleges that certain newly-
introduced large Tesla semi-trucks infringe
upon design patents Nikola obtained on
aspects of their alternative-fuel semi-trucks.
Nikola seeks damages “estimated to be in
excess of $2 billion.”

In the pleading, the basic contention by
Nikola is that Tesla semi-trucks are
substantially similar to their truck designs:
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Tesla Semi
See Complaint, p. 4.

But Nikola’s actual infringement claim is
based on three patents, U.S. Design Patent
Nos. D811,944, D811,968 and D816,004,
where each claim a single distinct feature of
the truck cab shown above. The ‘944 patent
claims only the outer “fuselage” or profile of
the cab, shown in solid lines below in one of
the Figures from the patent, but does not
claim any other features such as windshield,
windows, doors, chassis—which are shown
in broken lines below:

FIG. 4

The ‘968 patent covers only the windshield
portion of the cab, again as shown in solid
lines in the Figure below from the patent:

Lastly, the ‘004 patent covers only the side
doors of the cab:

Nikola contends that Tesla engaged in
copying of its overall cab design, stating in
the complaint that the following side-by-side
comparison reveals this:

Nikola One Tesla Semi

However, the asserted design patents focus
on singular and discrete elements of the
cab, not the entirety of the cab design.
Thus, the basis of comparison would not be
the cab designs in their entireties, but only
the similarities between those



https://www.law360.com/patents/D811944
https://www.law360.com/patents/D811968
https://www.law360.com/patents/D816004

corresponding portions claimed in Nikola’s
asserted design patents.

Notably, Nikola stated in the complaint that
it owns a design patent for “the overall semi-
design.” This is entitled “Semi-Truck” and it
covers most of the truck cab:

D814,357 (issued April 3, 2018).

But this patent was not asserted in this
action.

It seems clear that within this strategy lies
some recognition that the cabs embody
significant design differences, and that by
making of issue only those specific features
claimed by its asserted design patents,
Nikola can remove dissimilar features from
the infringement analysis.

The merits of the case await decision. But
from a design patenting strategy standpoint,
the pleading illustrates the benefits of using
design patents to break down an overall
design into sub-units that may be more
similar to the design that each design patent
claims.

The pleading also illustrates a number of
other points worth considering.

1)  Design patents may be the only
viable form of protection available for
designs of utilitarian articles.

As between the most generally available
forms of protection--copyright, trademark
(trade dress) and design patents—design
patents are most readily available for
protecting articles of manufacture that have
utility, or are meant to be utilitarian in nature
rather than purely artistic (although design

patents can certainly cover artistic creations
as well—the Statue of Liberty is a famous
example of a design patent covering a
sculptural creation).

Copyright will not typically protect utilitarian
articles, including many fashion articles like
shoes or handbags, unless they have
sculptural or artistic features that are
separable from the article (i.e., function and
design are considered to “merge” and yield
no copyrightable elements).

The trademark laws will also often not
provide suitable alternative grounds for
proceeding against infringements.
Trademark rights in product design are
considered “trade dress,”, and the law
requires a showing that the design has
achieved distinctiveness (often called
“secondary meaning”) to be protected as a
mark. Such a showing is difficult to make for
product designs that are new to the market.
Moreover, if the design also reflects a
superior functional attribute, or is more
effective in carrying out its function than
other available designs, that in itself can bar
trademark protection.  This principle is
embodied in the “functionality” doctrine of
trademark law (a complex issue that
deserves its own extensive article).

Design patenting, which apply to any new,
novel, and non-obvious article of
manufacture, often is the best, and perhaps
only, viable protection. Although design
patents also may be barred on the basis of
functionality, the case law is somewhat
vague and it appears that the functionality
doctrine is less applicable and is usually
less likely to bar design patent rights than
trade dress rights. The drawback with
design patenting is that it must be sought
quickly. Novelty of a design is destroyed by
any public disclosure of the same design
before filing (although an applicant has a
one-year grace period in the U.S. to file its
design patent application after its own first
disclosure).




2) Design patents need not cover an
entire article, but may cover portions,
especially those more likely to be
infringed.

As can be seen in the MNko/a case, the
design patents asserted are directed to
singular features or elements of the truck,
and these elements are the ones forming the
basis for comparison with the accused
infringing article. The above illustrates a
useful strategy in obtaining design patents.
Looking at the asserted patents in the Nikola
case, separate claims were set out in each
application putting Nikola in a good position
to proceed against infringements of just the
fuselage, the door, or the windshield design,
or other individual elements in other patents
that may also have issued.

Unfortunately, U.S. practice does not
normally permit multiple design claims of
different scope to be patented together in
the same application. Separate applications
are typically required. But where individual
features of a design may be more likely to
show up in infringing articles, applications
directed to such individual features can be
quite useful as they would then avoid having
to include extrinsic features of an article in
the claim construction and infringement
comparison—only those features that are
subject to the specific design claim would
be compared.

There are some downsides to this approach,
however. In covering only specific features,
an applicant does run the risk of making the
claim too broad and running into prior art
designs that may affect novelty.  For
instance, if trucks or even automobiles
featuring the same windshield shape, or the
same door shape and location, existed
before Nikola’s application, they could
anticipate the issued patents and possibly
invalidate them, even if the trucks or
automobiles otherwise were very different in
their overall design. Distilling the claim
down to a specific feature then has to be
balanced with a knowledge of the relevant

prior art, and whether such individual
features have been in use in earlier designs.

Also, filing separate design applications, as
Nikola apparently did, can get expensive at
the outset. For the designer of a semi-truck
cab and rig that will involve huge capital
expenditures to develop, this approach may
be cost-effective, but it may not be effective
where more modest designs are concerned
and where intellectual property war chests
are more limited.

There is perhaps an available strategy that
may prove more cost-effective, as
discussed hereatfter.

3) Multiple Design Patents Can Issue
From A Single Filing

The design patents asserted in the Nkola
case were each separately filed in 2015. But
Nikola may have been able to file a single
application at that time that incorporated all
the disclosures necessary to support
multiple claims spread over multiple later-
filed continuation or divisional applications
to vary the overall protective scope of its
design.

For example, an original application can
include a full and comprehensive claim of an
entire article—for instance, the entire cab of
the Nikola truck. Based on this original filing,
the applicant can file later applications that
claim to the original priority filing date of the
first application, that, for instance, claim
smaller or discrete aspects of the overall
design, like the door, the fuselage and the
windshield in the Nko/a example. Thus, a
single application can result in design
claims to different individual elements in
later-filed “child” applications. Although the
costs of filing and prosecuting all the
applications will be the same as if they were
all filed separately at the outset, since
continuations or divisional applications can
be filed months, sometimes even years later,
the costs are deferred. This strategy is
available as long as each application adds
no new elements or features of the design,
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e Copyright Fair Use —
“Transformative” Revisited.
Has The Second Circuit Gone
Too Far?

Fox News Network, LLC v.
TVEyes, Inc.

UNITED STATES DISTRICT COURT
FOR THE STATE OF ARIZONA

SECOND CIRCUIT COURT OF APPEALS

e Design Patent Lessons from the
$2B Lawsuit Against Tesla Truck
Designs
Nikola Corp. v. Tesla Inc.

Second Circuit Court of Appeals:
COPYRIGHT FAIR USE - “TRANSFORMATIVE”
REVISITED: HAS THE SECOND CIRCUIT GONE
Too FAR?

Fox News Network, LLC v. TVEyes, Inc., 883
F.3d 169 (2d Cir. 2018)

In the United States, federal Courts of
Appeals’ decisions are rendered by three
judge panels unless a panel decision is
reviewed and decided en banc, that is, by
the entire court. In the most recent U.S.
appellate-level fair use decision by the
Second Circuit, Fox News Network, LLC v.
TVEyes, Inc., 883 F.3d 169 (2d Cir. 2018),
there was unanimous agreement that the
defendant’s use was not protected by the
fair use doctrine, but one of the judges
disagreed with his cohorts’ evaluation of one
of the key fair use factors. Although the
outcome of the case seems obvious, the
majority’s analysis of the first fair use factor,
“the purpose and character of the use,”
especially the now all-important
“transformative” nature of the defendant’s

work, is interesting and questionable. /d. at
176.

The result was obvious, because TVEyes’
unauthorized copying and re-distribution
made available to its customers virtually all
of Fox’s televised copyrighted audiovisual
content and because its doing so deprived
Fox of access to revenue that properly
belongs to the copyright holder. The first
factor evaluation was interesting and
guestionable, because, as District Judge
Kaplan’s concurring opinion decries, the
majority accepted as a positive in gauging
whether defendant’'s use meets the first
factor “transformative” criterion
(communicating something new and
different from the copied work) the fact that
defendant TVEyes used allegedly new
content delivery technologies to provide
access to Fox’s videos, even though it did
no more than repackage and deliver Fox’s
original content to its clients. But Judge
Kaplan concurred with his colleagues’
rejection of the fair use defense based on
the Court’s strongly unfavorable evaluations
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with respect to the third and fourth factors:
the amount used and its market impact.

TVEyes is a for-profit media company that
offered a service allowing its clients (i) to
efficiently sort through vast quantities of the
television programming of Fox News
Network (“Fox”) in order to find recorded
clips that provide material of interest to them
and (ii) then to watch such clips and share
them with others. For example, a client in
marketing or public relations could employ
TVEyes’ service to learn how a particular
product is faring in the media. Not
surprisingly, Fox sued TVEyes for copyright
infringement by re-distributing copied audio
visual content from Fox’s television
programming. The district court upheld
TVEyes'’ fair use defense, and Fox appealed.

As the Supreme Court made clear in the
“Pretty Woman” case, in evaluating a fair use
defense, courts “undertake a ‘case-by-case’
analysis in which each factor is considered
and the results [are] weighed together in
light of the purposes of copyright.” Fox, 833
F.3d at 176 (quoting Campbell v. Acuff-Rose
Music, Inc., 579 U.S. 569, 577-78 (1994)
(internal quotation marks omitted)). In
carrying out this task, the Second Circuit first
decided it was ‘“useful” to consider
separately whether each of the two distinct
functions of TVEyes’ service would qualify as
fair use. TVEyes’ offered a “Search function”
and “Watch function.” The Search function
allowed clients to /gentify videos of interest,
while the Watch function allowed clients to
view the clips of unfiltered Fox content.
Since Fox did not challenge the search
function on appeal, the Second Circuit
opinion addressed only whether the Watch
function qualified as fair use. See /d. at 176.

The Court thereafter focused entirely on the
four statutory fair use factors set forth in
section 107 of the Copyright Act.

With regard to first factor, the purpose and
character of the use, the Court cited its
earlier Google Books and Hathi Trust

decisions that related to the unauthorized
making of digital copies of books to create a
text-searchable database from which
“snippets” of text can be freely accessed.
Viewing these decisions as holding that
creation of such a searching capability
served a transformative purpose, Judges
Jacobs and Newman held TVEyes’ Watch
function to be “similarly transformative
insofar as it enables users to isolate, from an
ocean of [Fox’s] programming material”
video clips of interest to them. Fox, 833 F.3d
at 177. Notwithstanding the commercial
nature of the secondary use, as well as the
fact that TVEyes “essentially republishes
[Fox’s] content unaltered from its original
form, with no new expression or message,”
the majority concluded that the Watch
function had a “modest transformative
character,” slightly favoring defendant. /d.
at 178.

The majority’s “transformative” analysis, in
disagreement with Judge Kaplan, accorded
positive weight to the secondary work’s use
of new technology in determining whether
defendant’s use “adds something new, with
a further purpose or different character.”
Campbell, 510 U.S. at 579 (after quoting
Justice Story’s formulation, whether the new
work merely “supersedes the objects” of the
original creation. Folsom v. Marsh, 9 F. Cas.
342, 348 (C.C. Mass. 1846) (No. 4,901)).
Though they cited Google Books, the
majority did not take into account Judge
Leval’'s point that “[w]ith respect to the first
factor test, it favors a finding of fair use
(unless the value of the transformative
purpose is overcome by providing its
[defendant’s] text in a manner that offers a
competing substitute for Plaintiffs’ books).”
Authors Guild v. Google, Inc., 804 F.3d 202,
218 (2d Cir. 2015) (emphasis added).

With regard to the second factor, the opinion
considered the less important factor of “the
nature of the copyrighted work,” namely,
video news content, to play no significant
role. However, its statement favoring Fox




that “[t]hose who report news undoubtedly
create factual works,” Fox, 883 F.3d at 178
(citation omitted) (emphasis added), is
worth noting.

With regard to the third factor, “the amount
and substantiality of the portion used in
relation to the copyrighted work as a whole,”
the Court found that “[t]his factor clearly
favors Fox because TVEyes makes available
virtually the entirety of the Fox programming
that TVEyes users want to see and hear.” /d.
at 179. The court considered the amount
made available to the public “radically
dissimilar” to the three lines of snippets and
no more than three snippets per page at
issue in Google Books.

The fourth factor is “the effect of the
[defendant’s] use upon the potential market
for or value of the copyrighted work.” After
noting that this factor is undoubtedly the
single most important element of fair use, the
court opined that Fox had “much the
stronger point” in contending that TVEyes’
service was undercutting “Fox’s ability to
profit from licensing searchable access to its
copyrighted content to third parties.” Fox,
883 F.3d at 179-80.

In weighing all of the factors and summing
up, the Court stated that notwithstanding the
majority’s view that TVEyes’ Watch function
was “at least somewhat transformative,”
since this function “does little if anything to
change the content itself or the purpose for
which the content is used, its transformative
character is modest at best” and only
“slightly” favored TVEyes. /d. at 181. The
Court considered the second factor neutral.
With respect to the third and fourth factors,
the court found that the third “strongly”
favored Fox and that under the fourth factor
TVEyes had “usurped a function for which
Fox was entitled to compensation under a
licensing agreement.” /d. Accordingly, it
held that “the balance strongly favors Fox
and defeats the defense of fair use.” /d.

* *x x

The Fox opinion relied upon the Second
Circuit’'s earlier Google Books decision but
repeated its warning that it “test[ed] the
boundaries of fair use.” In rejecting TVEyes’
fair use defense, the Court held that it had
‘exceeded those bounds,” /d. at 174,
notwithstanding a slightly favorable finding
with respect to the transformative purpose of
the use of Fox’s content. As Judge Kaplan’s
concurring opinion makes clear, the
majority’s  slightly favorable first-factor
finding on transformativeness based on “the
idea that enhancing the efficiency with
which copies of copyrighted material are

delivered to secondary users” by an
unauthorized user seems to have also gone
too far. /d. at 185.

-ALZ

United States District Court For The
State Of Arizona: DESIGN PATENT
LESSONS FROM THE $2B LAWSUIT AGAINST
TESLA TRUCK DESIGNS

Nikola Corp. v. Tesla Inc. 2:18-cv-01344-
GMS (D. Ariz. filed May 1, 2018)

The recently filed lawsuit by Nikola Corp.
against Tesla, Inc. over semi-truck designs
illustrates  various enforcement issues
regarding design patents, and also provides
insights into how multiple design patents
can be used to proceed against a single
infringing design by claiming sub-elements.

The suit, filed in Arizona District Court on
April 30, 2018, alleges that certain newly-
introduced large Tesla semi-trucks infringe
upon design patents Nikola obtained on
aspects of their alternative-fuel semi-trucks.
Nikola seeks damages “estimated to be in
excess of $2 billion.”

In the pleading, the basic contention by
Nikola is that Tesla semi-trucks are
substantially similar to their truck designs:
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Tesla Semi
See Complaint, p. 4.

But Nikola’s actual infringement claim is
based on three patents, U.S. Design Patent
Nos. D811,944, D811,968 and D816,004,
where each claim a single distinct feature of
the truck cab shown above. The ‘944 patent
claims only the outer “fuselage” or profile of
the cab, shown in solid lines below in one of
the Figures from the patent, but does not
claim any other features such as windshield,
windows, doors, chassis—which are shown
in broken lines below:

FIG. 4

The ‘968 patent covers only the windshield
portion of the cab, again as shown in solid
lines in the Figure below from the patent:

Lastly, the ‘004 patent covers only the side
doors of the cab:

Nikola contends that Tesla engaged in
copying of its overall cab design, stating in
the complaint that the following side-by-side
comparison reveals this:

Nikola One Tesla Semi

However, the asserted design patents focus
on singular and discrete elements of the
cab, not the entirety of the cab design.
Thus, the basis of comparison would not be
the cab designs in their entireties, but only
the similarities between those
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corresponding portions claimed in Nikola’s
asserted design patents.

Notably, Nikola stated in the complaint that
it owns a design patent for “the overall semi-
design.” This is entitled “Semi-Truck” and it
covers most of the truck cab:

D814,357 (issued April 3, 2018).

But this patent was not asserted in this
action.

It seems clear that within this strategy lies
some recognition that the cabs embody
significant design differences, and that by
making of issue only those specific features
claimed by its asserted design patents,
Nikola can remove dissimilar features from
the infringement analysis.

The merits of the case await decision. But
from a design patenting strategy standpoint,
the pleading illustrates the benefits of using
design patents to break down an overall
design into sub-units that may be more
similar to the design that each design patent
claims.

The pleading also illustrates a number of
other points worth considering.

1)  Design patents may be the only
viable form of protection available for
designs of utilitarian articles.

As between the most generally available
forms of protection--copyright, trademark
(trade dress) and design patents—design
patents are most readily available for
protecting articles of manufacture that have
utility, or are meant to be utilitarian in nature
rather than purely artistic (although design

patents can certainly cover artistic creations
as well—the Statue of Liberty is a famous
example of a design patent covering a
sculptural creation).

Copyright will not typically protect utilitarian
articles, including many fashion articles like
shoes or handbags, unless they have
sculptural or artistic features that are
separable from the article (i.e., function and
design are considered to “merge” and yield
no copyrightable elements).

The trademark laws will also often not
provide suitable alternative grounds for
proceeding against infringements.
Trademark rights in product design are
considered “trade dress,”, and the law
requires a showing that the design has
achieved distinctiveness (often called
“secondary meaning”) to be protected as a
mark. Such a showing is difficult to make for
product designs that are new to the market.
Moreover, if the design also reflects a
superior functional attribute, or is more
effective in carrying out its function than
other available designs, that in itself can bar
trademark protection.  This principle is
embodied in the “functionality” doctrine of
trademark law (a complex issue that
deserves its own extensive article).

Design patenting, which apply to any new,
novel, and non-obvious article of
manufacture, often is the best, and perhaps
only, viable protection. Although design
patents also may be barred on the basis of
functionality, the case law is somewhat
vague and it appears that the functionality
doctrine is less applicable and is usually
less likely to bar design patent rights than
trade dress rights. The drawback with
design patenting is that it must be sought
quickly. Novelty of a design is destroyed by
any public disclosure of the same design
before filing (although an applicant has a
one-year grace period in the U.S. to file its
design patent application after its own first
disclosure).




2) Design patents need not cover an
entire article, but may cover portions,
especially those more likely to be
infringed.

As can be seen in the MNko/a case, the
design patents asserted are directed to
singular features or elements of the truck,
and these elements are the ones forming the
basis for comparison with the accused
infringing article. The above illustrates a
useful strategy in obtaining design patents.
Looking at the asserted patents in the Nikola
case, separate claims were set out in each
application putting Nikola in a good position
to proceed against infringements of just the
fuselage, the door, or the windshield design,
or other individual elements in other patents
that may also have issued.

Unfortunately, U.S. practice does not
normally permit multiple design claims of
different scope to be patented together in
the same application. Separate applications
are typically required. But where individual
features of a design may be more likely to
show up in infringing articles, applications
directed to such individual features can be
quite useful as they would then avoid having
to include extrinsic features of an article in
the claim construction and infringement
comparison—only those features that are
subject to the specific design claim would
be compared.

There are some downsides to this approach,
however. In covering only specific features,
an applicant does run the risk of making the
claim too broad and running into prior art
designs that may affect novelty.  For
instance, if trucks or even automobiles
featuring the same windshield shape, or the
same door shape and location, existed
before Nikola’s application, they could
anticipate the issued patents and possibly
invalidate them, even if the trucks or
automobiles otherwise were very different in
their overall design. Distilling the claim
down to a specific feature then has to be
balanced with a knowledge of the relevant

prior art, and whether such individual
features have been in use in earlier designs.

Also, filing separate design applications, as
Nikola apparently did, can get expensive at
the outset. For the designer of a semi-truck
cab and rig that will involve huge capital
expenditures to develop, this approach may
be cost-effective, but it may not be effective
where more modest designs are concerned
and where intellectual property war chests
are more limited.

There is perhaps an available strategy that
may prove more cost-effective, as
discussed hereatfter.

3) Multiple Design Patents Can Issue
From A Single Filing

The design patents asserted in the Nkola
case were each separately filed in 2015. But
Nikola may have been able to file a single
application at that time that incorporated all
the disclosures necessary to support
multiple claims spread over multiple later-
filed continuation or divisional applications
to vary the overall protective scope of its
design.

For example, an original application can
include a full and comprehensive claim of an
entire article—for instance, the entire cab of
the Nikola truck. Based on this original filing,
the applicant can file later applications that
claim to the original priority filing date of the
first application, that, for instance, claim
smaller or discrete aspects of the overall
design, like the door, the fuselage and the
windshield in the Nko/a example. Thus, a
single application can result in design
claims to different individual elements in
later-filed “child” applications. Although the
costs of filing and prosecuting all the
applications will be the same as if they were
all filed separately at the outset, since
continuations or divisional applications can
be filed months, sometimes even years later,
the costs are deferred. This strategy is
available as long as each application adds
no new elements or features of the design,




and are co-pending with the application
immediately before them so that all
applications extend back in a sort of
“blockchain” of filings, eventually leading
back with priority to the original parent
application.

There are significant pitfalls to this
approach, and it must be carefully
constructed and administered. For instance,
the original disclosure must show all the
designs in the subsequent applications—if
any are indefinite, or vague, or incomplete,
the later child applications will not obtain
priority to the original filing date. And where
novelty is dependent on using the original
filing date to antedate third party designs
that come out in the meantime, as well as
any prior sales or other disclosures more
than a year before by the owner, making
sure the original disclosure is sufficiently
comprehensive and detailed can be critical.

But unlike trademark applications that have
to be separately filed for each “mark” or
design (even if the design is a subset of a
larger design), and which will not obtain a
shared early filing date, the single chain of
parent and child design patent applications
that stretch back to the original priority date
can be very useful enforcement tools,
especially where used to modify the design
claim to meet design iterations that may
appear after the initial application issues as
a patent and others become aware of the
patented design.

4) Design Patent Damages Can Still Be
Significant

The Nikola case also shows that design
patent litigations still can be big money
affairs. The 2016 Supreme Court decision in
Apple vs. Samsung tempered design patent
damages awarded under Patent Act Section
289, i.e., the “total profit” of all infringing
articles of manufacture. That case held that
an “article of manufacture” embodying a
patented design could be just a component
of an overall device, and not necessarily its

entirety. As such, awarding the “total profit”
based on sales of the entire article may then
be misplaced. A new test of “total profits”
remains to be worked out by the lower
courts, but it was clear that, where Apple
was concerned, hundreds of millions in
damages based on all profits from smart
phones would likely not be obtainable.

Of course, pleadings often set exceedingly
high damage claims, but Nikola here did not
only plead damages under Section 289.
Rather, Nikola set out its claim for a specific
amount, $2 billion, based on a “reasonable
royalty” that would have been due if a
license had been taken, which is a separate
measure of damages. Typically, a design
patent plaintiff can allege both “total profits”
and a “reasonable royalty,” but must
eventually choose its measure of damages.
A “reasonable royalty” is the more typical
measure of damages for utility patents, for
which there is no special statutory “total
profits” award. The fact that Nikola listed a
specific number as to the “reasonable
royalty” measure but not as to Section 289
may reflect concerns that any “profits” claim
may either be reduced, or prove too difficult
to determine, in view of subsequent
interpretations of the Supreme Court Apple
v. Samsung decision.

Conclusion

Although the case is in its earliest stages,
and the allegations in the complaint remain
to be proven, it appears for now that Nikola
has prepared its position well. It has
asserted multiple design patents covering
smaller and distinct features of a larger and
more comprehensive design that, taken in
its entirety, may have made a weaker case
of design infringement given multiple visible
differences. A claim based on a single
design patent covering the entire article may
not have been as strong. Nikola has also set
out its damage numbers under a separate
prayer for relief, and not under a damages
claim that is currently under review and likely
to be reduced in its effect.




This complaint then shows the potential
effectiveness of strategizing design patent
filings to file narrowly at first for an entire
design, but thereafter keep open the
possibility of filing multiple applications
based on the original filing that vary and
broaden the design claims within the ambit
of the original design disclosure (and as
permissible in view of prior art designs).

-CTJW

FROSS ZELNICK LEHRMAN & ZISsu, P.C.
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1. Background

A Taiwanese individual Hui-Chuan Chiang
(“Chiang”), founder of a tea house chain
which focuses on traditional English high
tea culture, filed an application on July 6,

2009 for fEZFIAVRLE  VICTORIA'S
SECRET covering, inter alia, “industrial
design; styling [industrial design];

packaging design; design of interior décor;
conversion of data or documents from
physical to electronic media; computer
software consultancy; authenticating works
of art; etc” in Class 42 (the “subject
application”). The applied-for mark was for
HESH R AYRLEEVICTORIA'S  SECRET  (the
Chinese characters corresponded to the
Chinese transliteration for “VICTORIA'S
SECRET.” In addition to the subject
application, Chiang also owns applications
or registrations  for  HESFITATHLES
VICTORIA’S SECRET in Classes 5, 8, 16,
21, 30, 32, 33, 38 and 43.

Victoria's Secret Stores Brand Management
Inc. (“Victoria’'s Secret”) opposed the
subject application on December 21, 2010
on the basis that its trademark “VICTORIA’'S

SECRET” had attained well-known status
for  lingerie  products, the subject
application was likely to  mislead

consumers, and the subject application
was filed in bad faith. In its opposition
decision issued on May 2, 2012, the China
Trademark Office (the “CTMO”) rejected
Victoria’s Secret’s arguments and approved
the subject application for registration. On
appeal, the Trademark Review and
Adjudication Board (“TRAB”) upheld the
CTMQ'’s decision and held that while the
VICTORIA’S SECRET trademark has a
reputation in China with respect to lingerie,
Victoria’s Secret did not prove that the
trademarks VICTORIA'S SECRET and the
corresponding  Chinese  transliteration
“UELFTAYRAE"  also  possessed  a
reputation for the industrial design-related
services in Class 42 of the subject
application. The TRAB further held that

there was insufficient evidence to prove
that the subject application was filed in bad
faith.

Victoria’'s Secret appealed the TRAB’s
decision to the Beijing No 1 Intermediate
Court (the “Intermediate Court”) which ruled
in favor of Victoria’s Secret based on Article
41.1 of the 2001 PRC Trademark Law which
prohibits  bad-faith  filings made by
fraudulent or other improper means. The
Intermediate Court held that the fact that
Chiang filed multiple applications for
A FIAYRLE  VICTORIA'S SECRET (a
total of ten altogether) indicated that the
applications were filed in bad faith.

Chiang appealed the decision of the
Intermediate Court to the Beijing High Court
on the grounds that the Intermediate Court
failed to consider the evidence submitted
by Chiang to justify her filing of the subject
application. Chiang’s evidence included:
(i) a program by China Central Television
Station; (ii) online reports about Chiang and
her tea houses; (iii) search results on
Baidu.com; and (iv) online media reports on
the origin of English afternoon tea.

2. Beijing High Court’s Decision

The Beijing High Court overturned the
Intermediate Court’'s decision on the
grounds that the evidence submitted by
Victoria’s Secret was insufficient to prove
that the subject application was filed in bad
faith or that the VICTORIA'S SECRET mark
was well-known before the filing date of the
subject application. The High Court
reasoned that Chiang only had a few
applications for HEZL R ATFL
VICTORIA’S SECRET and there was a
possibility that Chiang would in fact use the
marks. Further, while Chiang also had 380
other applications and registrations on the
Chinese register for other marks, such
applications mainly covered tea house
services, tea products, fine-bone china
products and related goods, under Classes
3, 8, 16, 21, 30, 32, 35 and 43, and
therefore did not support an argument of




bad faith. On balance, the Beijing High
Court concluded that filing ten applications
for the same mark in different classes did
not constitute “mass filings” of trademark
applications.

In its decision, the Beijing High Court took
the opportunity to clarify what would
constitute prohibited “mass filings” filed in
bad faith. Such factors include (i) mass
filing for prior trademarks of others with a
certain reputation with the purpose of
assigning the marks for profit; and (ii) a
large number of filings with no genuine
intention to use the mark or registering
many different prior marks of different
entities with a certain reputation.

While it is encouraging that the Beijing High
Court proffered guidance on bad-faith
filings, it is unfortunate that it did not further
clarify how many applications would
constitute  “mass filings.” Here, the
decision seemed to turn on the fact that the
applicant was able to show a justifiable
intention to use the subject mark (although
it is questionable whether she would use
the mark on all the applied-for goods and
services). It is unclear, however, whether
ten applications for the same mark could
be considered “bad-faith mass filings”
where the applicant is unable to
demonstrate an intent to use.

-MS

European Union: BREXIT WITHDRAWAL
AGREEMENT PROVIDES (SOME) CLARITY FOR
BRAND OWNERS

A draft agreement on the withdrawal of the
UK from the EU, announced in March 2018,
states that until the end of the transition
period on December 31, 2020, there will be
no difference in the protection and
enforcement in the UK of EU trademarks
that are registered on or before that date.
This protection applies also to International
Registrations designating the EU.

For EU applications pending as of
December 31, 2020, the draft agreement
allows applicants to file UK applications
claiming priority of the corresponding EU
applications during a nine-month grace
period following December 31, 2020.

Although a formal consensus has yet to be
reached, the draft withdrawal agreement
proposes that conversion of the UK
‘portion” of EU trademarks into UK
registrations should be free of charge and
should occur automatically, without brand
owners having to take additional positive
steps. According to the proposal, any such
‘new” UK registrations will retain the
corresponding EU filing, renewal, priority,
and seniority dates, as applicable.

However, if the corresponding EUTM is
declared invalid or revoked for non-use as
a result of proceedings that were in
progress before December 31, 2010, the
‘new” UK right will also be invalidated or
revoked, unless the grounds asserted in the
EU proceedings do not apply under UK
law.

On a similar note, the draft withdrawal
agreement provides that an EU right that is
converted to a UK right should not be
cancelled for non-use on the ground that
the corresponding EU registration was not
used in the UK before the end of the
transition period. However, this portion of
the draft agreement is ambiguous, and
more detail is needed, as the provision
could be deemed to mean that the resulting
UK mark will enjoy another five-year non-
use grace period after the transition period
ends. Intellectual property associations
such as INTA, ECTA, Marques and CITMA
have recently submitted a joint statement to
the agreement’s negotiators, suggesting
that any such UK registration should indeed
be subject to a use requirement under UK
law starting from the date the UK actually
leaves the EU.

With these parameters in mind, it appears
brand owners can breathe a bit easier for
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the moment, but it remains to be seen
whether these draft guidelines will be
finalized. Further updates are forthcoming
as the draft withdrawal agreement
continues to be negotiated. Because some
uncertainty remains as to the procedure for
protecting EUTMs in the UK post-Brexit,
owners of particularly important marks may
prefer to file national UK applications at this
time.

-RNB
European Union: ExpansioN OF
ExHAUSTION OF TRADEMARK RIGHTS
PRINCIPLE

Schweppes v. Hed Faralela and Others
(case C-291/16, December 20, 2017)

Ownership Background

Prior to 1999, all the SCHWEPPES
trademarks (*SCHWEPPES Marks”)
registered in the European Economic Area
(“EEA”), including in the UK, were owned
by Cadbury Schweppes. In 1999, Cadbury
Schweppes  sold the  SCHWEPPES
registrations in the UK and ten other EU
member states to Coca-Cola/Atlantic
Industries  (“Coca-Cola”)  (“Coca-Cola
parallel marks”), retaining ownership of the
remaining SCHWEPPES marks, including
those registered in Spain, through its
Spanish  subsidiary, = Schweppes SA
(“Spanish parallel marks”). After various
acquisitions and restructurings, the Spanish
parallel marks came under ownership by

Schweppes International Ltd., a UK
Company (“Schweppes International”).
Schweppes International granted

Schweppes SA an exclusive license over
the Spanish parallel marks. Schweppes SA
and Schweppes International are controlled
by Orangina Schweppes Holding BV (a
Netherlands company), which is the
ultimate parent company of the Orangina
Schweppes group (“Orangina”).

The Litigation
On May 29, 2014, Schweppes SA (owner of

the Spanish parallel marks) brought
infringement proceedings before
Commercial Court No. 8 (Barcelona, Spain)
(“Barcelona Court”), against Red Paralela
SL and Red Paralela BCN Sl (formerly
Carboniques Montaner SL) (collectively,
“‘Red Paralela”) , objecting to Red
Paralela’s import into and distribution in
Spain of bottles of SCHWEPPES brand
tonic originating in the UK. In particular,
Schweppes SA claimed that the subject
goods were manufactured and placed on
the market not by itself or with its consent
as trademark owner in Spain, but by Coca-
Cola, which had no economic or legal
connection with Orangina.  Accordingly,
given the identical marks and goods,
consumers would not be able to distinguish
the origin of the subject goods.

In its defense, Red Paralela argued that
“...the Schweppes goods originating in
Member States of the European Union
where Coca-Cola is the proprietor of the
parallel [Coca-Cola] trade marks, have
been exhausted.” Red Paralela also
claimed that “there are undeniable legal
and economic links between Coca-Cola
and Schweppes International in their joint
exploitation of the sign ‘Schweppes’ as a
universal trade mark.” (Decision, par. 13).

Questions Referred

The Barcelona Court stayed the
proceedings and referred the following
qguestions to the ECJ:

(1) Is it compatible with Article 36 TFEU
[Treaty on the Functioning of the
European Union] and with Article 7(1)
of Directive 2008/95 [Exhaustion of
the rights conferred by a trade mark]
and Article 15(1) of Directive
[2015/2436][approximating the laws
of the Member States relating to
trademarks] for the proprietor of a
trade mark in one or more Member
States to prevent the parallel
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importing or marketing of goods
coming from another Member State
which bear a trade mark that is
identical or practically identical and is
owned by a third party, when that
proprietor has promoted a global
trade mark image that is associated
with the Member State from which the

goods whose import it seeks to
prohibit _originate? (Emphasis
added.)

Is it compatible with Article 36 TFEU
and with Article 7(1) of Directive
2008/95 and Article 15(1) of Directive
2015/2436 for goods to be sold under
a trade mark, which is well known,
within the European Union when the
reqgistered proprietors maintain
throughout the EEA a global trade
mark image which gives rise to
confusion in the minds of average
consumers concerning the
commercial origin _of the goods?
(Emphasis added.

(3)Is it compatible with Article 36 TFEU

and with Article 7(1) of Directive
2008/95 and Article 15(1) of Directive
2015/2436 for the proprietor of
identical or similar national trade
marks registered in various Member
States to oppose the importation into
a Member State where it owns the
trade mark of goods, bearing a trade
mark identical or similar to its own,
coming from a Member State in which
it is not the proprietor, when in at least
one other Member Staie where it is ...
the proprietor of the trade mark it has
expressly or tacitly consented to the
importation of those same goods?
(Emphasis added.)

(4)Is it compatible with Article 7(1) of

Directive 2008/95 and Article 15(1) of
Directive 2015/2436 and with Article
36 TFEU for the proprietor A of a trade
mark X registered in one Member
State to oppose the importation of

goods bearing that trade mark if those
goods come from another Member
State where a trade mark Y, identical
to trade mark X, belongs to another
proprietor B which markets it and:

— proprietors A and B maintain intense
commercial and economic relations,
although, strictly speaking, there is
no dependency between them
regarding the joint exploitation of
trade mark X; (Emphasis added.)

— proprietors A and B maintain a
coordinated trade mark strategy
deliberately promoting vis-a-vis the
relevant public an appearance or
image of a single global trade mark;
or (Emphasis added.)

— proprietors A and B maintain intense
commercial and economic relations,
although, strictly speaking, there is no
dependency between them regarding
the joint exploitation of the trade mark
X, and in addition they maintain a
coordinated trade mark strategy
deliberately promoting vis-a-vis the
relevant public an appearance or
image of a single global trade mark?
(Emphasis added.0

Decision, par. 16.
ECJ Decision

In ruling in Red Paralela’s favor on the issue
of exhaustion, the ECJ concluded that
Article 7(1) of Directive 2008/95 (read in
light of Article 36 TFEU) “preclude[s] the
proprietor of a national trade mark from
opposing the import of identical goods
bearing the same mark originating in
another Member State in which that mark,
which initially belonged to that proprietor, is
now owned by a third party which has
acquired the rights thereto by assignment,
when, following that assignment,

— the proprietor, either acting alone or
maintaining its coordinated trade
mark strategy with that third party, has




actively and deliberately continued to
promote the appearance or image of
a single global trade mark, thereby
generating or increasing confusion on
the part of the public concerned as to
the commercial origin of goods
bearing that mark,

Or

— there exist economic links between
the proprietor and that third party,
inasmuch as they coordinate their
commercial policies or reach an
agreement in order to exercise joint
control over the use of the trade mark,
so that it is possible for them to
determine, directly or indirectly, the
goods to which the trade mark is
affixed and to control the quality of
those goods.

Decision, par. 55

Result and Implications

Given the facts found by the referring court,
including especially those evidencing
Schweppes International’s continued
promotion of SCHWEPPES as a global mark
and Coca-Cola’s contribution to maintaining
that global image, it seems quite likely that
Red Paralela may not be held liable for
infringement. More generally, the court’s
interpretation of the relevant law has taken
the principle of exhaustion beyond
situations in which trademarks are held by
‘economically linked” companies, to
circumstances where the parties involved
have actively promoted the subject mark as
a global brand. Whether the numerous
facts in this case evidencing ties
between/among the parties will serve to
limit broader application of this principle
remains to be seen.

-JLH

GDPR: CHANGES TO WHOIS, AND
WHAT COMES NEXT

On May 25, 2018, the European General
Data Protection Regulation (“GDPR”) is set
to take effect. Although the GDPR has
many provisions that will impact the way all
companies operate online and how they
protect the personal information of their
customers and employees, the GDPR will
also have a significant impact on the
information available online to the general
public about domain name registrants. The
GDPR will require changes that will make it
much more difficult to identify registrants of
domain names. These changes will also
significantly impact the costs,
effectiveness, and complexity of
investigating and pursuing infringers,
counterfeiters, and all other domain
registrants.

Currently, ICANN regulations require that all
domain registrants provide accurate
contact details including their name,
address, telephone number, and emalil
address when registering a domain.
Registries and registrars are required to
provide unrestricted access to these
contact details though ICANN’s Whois
database. Some registrants can choose to
maintain their privacy by registering their
domain name(s) through privacy-protection
services which mask the registrants’ actual
contact details but which agree to forward
any communications addressed to the
privacy-protection service to the actual
domain registrant.

Once the GDPR is implemented, however,
it will require companies to protect the
personal data and privacy of residents of
EU countries. The GDPR limits the
information that may be collected to that
which is “adequate, relevant and limited to
what is necessary in relation to the
purposes for which they are processed.”
The information that companies must
protect includes a registrant's name,
telephone number, postal address, and



http://www.fzlz.com/ourlawyers/janet-l-hoffman

email address—precisely the information
that registrars and registries must collect
and make public under ICANN'’s rules.
ICANN  has acknowledged that its
requirement for full public disclosure of a
registrant’s contact details cannot co-exist
with the requirements of the GDPR.
However, until additional ICANN rules are
implemented, the GDPR’s restrictions will
likely override ICANN’s goals and policies
and prevent the publication of registrant
contact details in the WHOIS database.

The GDPR applies to all registrants,
registrars, and registries where the registrar
or registry is established in the EU or that
offer services to registrants located in the
EU, or where the registrar or registry
process the personal data of registrants on
servers located in the EU.  Therefore,
although it is an EU-issued regulation, the
GDPR has far-reaching impacts that will
require all but a few closed registries to
comply with its requirements.

Once implemented, the GDPR is likely to
result in nearly all contact details being
removed from publically available WHOIS
records. As a result, it will be far more
difficult to contact any domain registrant
unless that registrant has opted to allow
their information to be publically displayed
or has posted contact details at their
website. Some registrars have already or
will soon put in place methods for
interested parties with a bona fide interest
in obtaining the contact details for a domain
registrant to view that information. In some
instances, a subpoena or other court order
may be required before those details will be
released. It is also possible that the
information published in WHOIS will be
limited to just one or two relevant details
although it is not clear if those limited
details will facilitate communications with
the registrant. Another suggested solution
would have registries request that parties
seeking complete WHOIS contact details
for a domain registrant explain their
reasons for doing so (e.g., the inquiry

comes from law enforcement, the domain
raises a legal problem and the inquiry
comes from an interested party or their
legal representative, or the information is
being collected for a legitimate business
purpose). An example of one such
qguestionnaire can be found at the German
registry for the .de ccTLD extension
(https://www.denic.de/webwhois/). Until
ICANN issues guidelines on this issue,
there will likely be a hodgepodge of
solutions offered by registries that varies
from country to country and registry to
registry.

Ultimately, once the GDPR is implemented
and until ICANN issues new rules and
guidance on the matter, it is going to be far
more complicated to identify domain-name
registrants,  particularly  when  those
domains or registrants are based in the EU.
The ability to search for all domains owned
by a single registrant will be severely
compromised. It may be difficult to find a
postal or email address to which a cease
and desist letter can be sent. Disputes that
may once have been resolved with a letter
or through an undercover purchase of a
domain may now require litigation, as it will
be impossible to contact the registrant until
proceedings have begun.

In addition to the workarounds being
offered by registries, Fross Zelnick intends
to rely on historic WHOIS records which
should continue to show contact details for
registrants as they existed prior to the
implementation of the GDPR. Although
these records will grow stale over time, they
should help bridge the gap untl a
permanent solution is adopted by ICANN,
or registrars and registries agree to an
accepted industry standard to allow brand
owners to continue to police their rights
without having to proceed with litigation in
the first instance, whether in court, or using
UDRP or URS proceedings.

Plans are also in place to help brand
owners protect their rights by modifying




ICANN’s  rules and procedures to
accommodate both the GDPR and the
interests of brand owners. Many of the
concerns and proposals that have been
submitted are summarized in  “The
Cookbook,” a proposed Interim Model for
Compliance with ICANN Agreements and
Policies in Relation to the European Union’s
GDPR.  Though it is unlikely that the
Cookbook will result in any official ICANN
policy changes before May 25, 2018, we
will continue to monitor the discussion and
proposals that are currently under
consideration and will update our clients as
the final implementation of ICANN'’s rules
arising from the Cookbook negotiations
begin to take shape.

-IM

Mexico: AMENDMENTS TO INDUSTRIAL
PROPERTY LAW — TRADEMARKS

On March 22, 2018 the Mexican Senate
approved a Decree amending certain
articles of the present Industrial Property
Law and introducing new trademark
provisions. The Decree is expected to be
published soon, whereupon the
amendments and new provisions will take
effect. The salient features of the decree
are:

e Smell marks, sound marks, and
movement marks will be protectable
for the first time, and trade dress
protection will be broadened.

e C(Class headings will no longer be
deemed to cover all goods or services
in a class. Rather, applicants must
specify goods and services in
accordance with the Nice
Classification.

e Acquired distinctiveness will  be
recognized as an exception to
absolute grounds for refusal.

e (Consent and co-existence
agreements may overcome prior
rights, unless the prior marks are

identical and cover identical goods
and/or services.

e Bad faith will be a ground for
oppositions and invalidation actions.

e Trademark Office decisions in
oppositions will be binding. Presently,
under the trademark opposition
system introduced in August 2016,
information filed in an opposition is
considered during substantive
examination of an application, but is
not binding on the Examiner.

e Within three months of the third
anniversary after issuance of a
registration, the registrant must file a
use declaration under oath in order to
keep the registration in force. The
registration will automatically lapse if
an acceptable use declaration is not
timely filed.

e Renewal of a trademark based on use
of the same mark in a different class
will no longer be possible.

-KL

Turkey: ADDITION OF HOUSE MARK DOES
NOT ELIMINATE LIKELIHOOD OF CONFUSION

(HGK., E. 2017/73 K. 2017/1048 T, May 31,
2017)

A decision last year from the highest body
within the Turkish Court of Appeal system
held that the addition of a house mark does
not mitigate likelihood of confusion.

The conflict began when a major Turkish
food and beverage company called Tamek
Gida ve Konsantre (translation: Tamek
Food and Concentrate) filed an application
in Class 32 for the mark TAMEK FRUITY,
which combined its house mark TAMEK
and the (rather descriptive) beverage
product name FRUITY. Another major
Turkish beverage company called Uludag
Maden Sulari Turk (translation: Uludag
Turkish Mineral Water) opposed, claiming
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that Tamek’s mark is confusingly similar to
the nent’s prior registrations for
s ‘

\)Z.“
in the same class.

The Turkish Patent and Trademark Office
(“TPTO”) rejected the opposition, so Uludag
filed a lawsuit seeking to overturn the
TPTO’s decision. In response, Tamek and
the TPTO sought dismissal of the suit,
arguing that Uludag's trademark lacked
distinctiveness. The Court of First Instance
sided with Tamek, reasoning that the
dominant and distinctive element of
Tamek’'s mark is the TAMEK house mark,
thus rendering the parties’ trademarks
different overall.

Uludag appealed to the Court of Cassation,
which overruled the Court of First Instance’s
decision. In its appeal, Uludag argued that
both Tamek’s house mark and the product
name FRUITY should be considered
dominant, and the Court of Cassation
agreed, finding likelihood of confusion.
However, when the case was sent back to
the Court of First Instance for re-
examination, the court stood by its earlier
decision in favor of Tamek. Therefore, the
case was escalated again, this time to the
highest body within the Court of Cassation,
the  Assembly of Civii  Chambers
(“Assembly”).

In bringing the saga to a close, the
Assembly agreed with the Court of
Cassation’s decision in favor of Uludag,
thus confirming the similarity between the
parties’ marks despite Tamek’s inclusion of
its house mark, and apparently despite the
descriptiveness of the term
FRUTTI/FRUITY. In this case, Tamek’s
house mark and product name were
presented in the same font stylization and
typeface size, so the Assembly found that
both elements of the mark were dominant;
in other words, no particular weight was
given to the TAMEK house mark in

comparison to the FRUITY element. The
fact that the parties’ marks covered the
same class also supported a finding of
likelihood of confusion.

This decision illustrates the current view of
Turkish trademark practice, which is that
the addition of a house mark does not
necessarily render the house mark more
dominant than the other element(s) of the
mark. Applicants in Turkey should thus
take care to choose distinctive marks, as
they cannot rely on a house mark to avoid
citation or opposition. (Whether the result
would have been different in a trademark
infringement lawsuit is unknown.) It is
particularly interesting to note that in this
case, the common element between the
two marks was FRUTTI/FRUITY, a
descriptive term. However, this did not
seem to influence the Court’s decision to
deem the product name element just as
dominant as the TAMEK house mark.

-RANB

Fross Zelnick Lehrman & Zissu, P.C.
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