Law Seminars International

Complex IP & Technology Transactions

March 21-22, 2007

The Gleacher Center, Chicago, Illinois

Special Issues Arising in Transactions Involving Use of Trademarks on the Internet:

Trademarks, Branding and Other Forms of Identity Licensing

David S. Fleming

Shareholder, Brinks Hofer Gilson & Lione

I. STRATEGIES FOR MAXIMIZING VALUE

a. Identify the assets

i. Trademarks and service marks

ii. Domain names

iii. Identity rights:  right of publicity

b. Trademarks and service marks

i. Types of marks used on the Internet

1. Word marks, including slogans

2. Design marks, including logos

3. Sound marks

ii. Issues in adopting marks

1. Clearance

a. Search reports

b. Other investigations

2. Strength

a. Inherent distinctiveness

b. Acquired distinctiveness

3. Risk of conflict

a. Infringement and unfair competition

i. Lanham Act §§ 32, 43(a), 15 USC §§1114, 1125(a)

ii. Fundamental question:  Is there a likelihood of confusion?

iii. Similarities in marks, consumers, channels of trade, goods and services

iv. Actual confusion (consumer survey evidence)

v. Defendant’s intent in adopting mark

b. Dilution

i. Lanham Act §43(c), 15 USC §1125(c)

ii. Dilution by blurring

iii. Dilution by tarnishment

iii. Where is the mark being used?

iv. Nature of Internet usage

1. Is the site interactive or passive?

2. Targeted to consumers in a particular geographic location?

3. Impact on jurisdiction for suit

v. Consistent usage as a trademark

1. Avoid use in descriptive or generic manner

2. Mark should stand out as a mark

3. Use registration symbol ®, or ™
vi. Protection of marks

1. United States

a. Common law rights (importance of selection and proper usage)

b. Federal registration – benefits and procedures

2. Other jurisdictions

a. Consult with local attorney(s)

b. National registrations

c. Community Trade Mark (European Union)

d. Madrid Protocol (International Registrations)

e. Consider recordation requirements

vii. Monitor uses by others

1. Periodic searches

2. Enforcement actions where appropriate

c. Domain Names

i. Registration strategy

1. Include key mark or name in domain name

2. Defensive registrations:  Consider registering common variations to prevent hijackers from registering

3. Consider registering more than one top level domain where appropriate (e.g., .com, .net, .org, .edu, .info, etc.)

ii. Monitor domain name registrations

iii. Purchasing domain name of interest

1. Use agent acting for undisclosed principal

iv. Enforcement actions where appropriate

1. UDRP (Uniform Dispute Resolution Policy)

2. Federal court

a. ACPA (Anticybersquatting Consumer Protection Act), Lanham Act §43(d), 15 USC §1125(d

b. Infringement, Unfair Competition and Dilution

d. Building Brand Awareness

i. Consistent mark usage with integrated advertising, public relations and product placement efforts

ii. Brand extension to related goods or services

1. Example:  University licensing programs, building on awareness of mark among alumni and extension to clothing and similar goods

2. Example:  Brands related to film franchises, and extension of brands to merchandise such as toys, software

II. LICENSING TERMS TO INCLUDE AND AVOID

a. Provisions for any trademark license

i. Quality control

1. Required to ensure consumers receive goods or services that are consistent with their expectations

2. Failure to control nature and quality of goods or services sold under the licensed marks can result in a finding of a “naked license”

a. Dawn Donut Co., Inc. v. Harts Food Stores, Inc., 267 F.2d 358 (2nd Cir. 1959) (the only effective way to protect the public where a trademark is used by licensees is to place on the licensor the affirmative duty of reasonably policing licensee activities; even in the absence of express quality control provisions, the court will look to whether the licensor in fact exercised sufficient control).

b. Restatement (Third) of Unfair Competition §33, comment c (1995) (issue is whether licensor’s control is sufficient to satisfy the public’s expectation of quality assurance created by the presence of licensor’s mark on the licensee’s goods or services).

3. Naked license can result in abandonment of exclusive rights in mark

a.  See CNA Financial Corp. v. Brown, 922 F. Supp. 567, reconsideration denied, 930 F.Supp. 1502 (M.D. Fla. 1996), aff’d. in part, rev’d. in part, 162 F.3d 1334 (11th Cir. 1998).

4. Standards

a. Specific standards set by licensor

b. Level of quality equal to quality of goods sold by licensor

c. Level of quality equal to quality of goods historically offered by licensee

d. Goods or services pre-approved by licensor

5. Verification

a. Periodic inspections

b. Periodic submission of samples

c. Review of complaints, investigations, proceedings raising quality concerns

d. Declaration from licensee regarding compliance with standards

e. Licensor designates a quality control administrator

f. Third-party quality control review

g. Rely on licensee to exercise quality control in appropriate cases

6. Consider antitrust implications 

ii. Other provisions

1. Identify licensed marks

a. Procedures for modifications to licensed marks and including additional marks

2. Define goods and services

3. Define geographic scope

a. Check clearance and registration protection in relevant markets

4. Exclusivity or non-exclusivity

a. Differences by products or territory?

b. Sales benchmarks if license is exclusive

5. Consideration

a. Lump sum/paid-up royalty

b. Running royalty

c. Combination

6. Term

a. Specified term

b. Specified term with right to renew

c. Perpetual

7. Termination

a. Without cause

b. With cause (e.g., material breach)

c. Cure provisions

d. Phase-out period after termination or expiration

8. Bankruptcy considerations

9. Indemnification and hold harmless provisions

a. Licensor indemnifies for infringement claims, so long as licensee acts within license grant

b. Licensee indemnifies for claims relating to its goods/services

10. Licensee estoppel

a. Challenge to validity of mark and licensor’s ownership

b. Range of options

11. Mark usage requirements

a. Guidelines incorporated into agreement

b. Guidelines as modified from time to time

c. Pre-approval v. periodic samples

12. Assignment and sublicensing

13. Cooperation with protection and enforcement

a. Registrations

b. Lawsuits

iii. Trademark holding companies and licenses back to operating companies

b. Special Internet issues

i. Overall goal:  Consistent and positive presentation of brand on the Internet

ii. Usage of licensed mark on website

1. Comply with usage guidelines
iii. Licensee websites

1. Prohibit or restrict personal websites in some cases (e.g., franchisee websites)

2. Require consistent format and functionality of websites

iv. Providing link to licensor’s website

v. Use of licensed mark in Internet advertising

1. Placement of mark in metatags

2. Participation in keyword advertising programs

a. Sponsored search

b. Contextual advertising

3. Banner ads

4. Pop-up advertising that displays the licensed mark

vi. Registration of domain names incorporating the licensed mark

1. Registration by licensor

2. Registration by licensee, with approval of licensor and provision for transfer at termination of license

vii. Quality control relating to website

1. Website appearance and organization

2. Website functionality

viii. Geographic scope of licensee activities

1. If license is limited to specific geographic areas, licensee’s activities over the Internet should be similarly limited

ix. Monitor changes to uses of mark on licensee website

1. Require licensee to provide screenshots

2. Archive different versions of website

III. STRUCTURING AND IMPLEMENTING EFFECTIVE POLICING PROGRAMS

a. Monitor uses of key marks on the Internet

i. Website content

ii. Domain names, including “gripe” domain names and sites

iii. Uses in Internet advertising (keywords, metatags, banner ads, pop-ups)

b. How are uses monitored?

i. Periodic search reports including web and domain name coverage

ii. Periodic Internet searches

iii. Watch services

c. Defensive domain name registrations

i. Key marks and variations in top level domains

ii. Include misspellings for most important marks to prevent typosquatting

iii. Critical domain names

d. Docket renewal dates for domain name portfolio

i. Outside services assist with maintaining domain name portfolio

ii. Retain service to purchase domain names when available

e. Registrations in countries of interest, and license recordals where required

f. Monitor license grants and limitations

i. By territory

ii. By goods/services

iii. By terms

iv. By quality control requirements

v. By other key terms

IV. ENFORCEMENT STRATEGIES FOR MISUSE OF TRADEMARKS ON THE INTERNET

a. Document offending uses

i. Content changes rapidly

ii. Website images

1. Print page

2. Also use screen capture

iii. Source page for metatag usage and other hidden content

iv. Search term listings and corresponding web sites

v. Gather available contact information using WHOIS

b. Categorizing typical issues

i. Web sites

1. Using mark in an infringing or dilutive way

2. Containing false or misleading information

3. Endangering consumers (e.g., phishing sites)

4. Critical or gripe sites

5. Fan site

ii. Domain names

1. Incorporating mark in domain name and creating appearance of association or sponsorship

2. Gripe domain names

3. Inactive domain names

iii. Keyword advertising and metatags

1. Does the advertisement create appearance of association or sponsorship?

2. Is the advertiser a competitor?

c. Cease and desist letter

i. Consider declaratory judgment implications

d. ICANN UDRP complaint for domain names

i. See policies at www.icann.org/udrp/


ii. Inexpensive and fast

iii. Lawsuit still available

iv. Relief limited to transfer or cancellation of domain name registration

e. Federal court suit

i. ACPA for domain names

1. Bad faith registration, use, or trafficking

2. In rem action possible

ii. Other trademark causes of action (infringement, dilution)
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