NOVEMBER/DECEMBER 2014

DEVOTED TO
LEADERS IN THE
INTELLECTUAL
PROPERTY AND
ENTERTAINMENT
COMMUNITY

VOLUME 34 NUMBER 10

Journal

Q® Wolters Kluwer

Law & Business



ill=

Trademark Licensing
Jenifer deWolf Paine,

Brendan J. O'Rourke, and
Lawrence 1. Weinstein

Don’t Lose
Trademark Rights
Through Careless
Licensing—Recent
Caselaw Reminder

Trademark practitioners are
very familiar with the requirement
under US law that trademark
licenses must contain quality con-
trol provisions, and trademark
licensors must take measures to
ensure the consistent quality of
goods and services sold and ren-
dered under a particular mark.
Failure to exercise quality control,
often referred to as “naked licens-
ing,” creates a serious risk that
the trademark in question will
be deemed abandoned and thus
invalid.

A recent case highlights the
importance of including and
enforcing quality control provi-
sions in the trademark license
agreement. In Movie Mania
Metro, Inc. v. GZ DVD’s Inc.,
Hazim Jarbo, and Sandra A.
Zielke [September 9, 2014, the
Michigan Court of Appeals],
the plaintiff was the owner of
the trademark MOVIE MANIA
and since 1996 had “acted as
a promiscuous licensor” and
allowed various other parties in
the Detroit area to use the mark
in connection with video rentals.
In 1996, the plaintiff sold one
of its video rental locations to
a third party and licensed that
party to use the MOVIE MANIA
mark with no restrictions. The
purchaser then sold the store to

another third party, who was then
granted permission by plaintiff to
continue using the mark without
any license in place. In 2010, that
party then sold the store to the
defendants, who asked plaintiff
for continued permission to use
the mark. At this point, plain-
tiff asked for a fee and a signed
license. Defendants refused
plaintiffs request but used the
mark anyway. The plaintiff then
filed suit in Michigan state court
for infringement under both state
and federal law, as state and fed-
eral courts have concurrent juris-
diction over trademark claims
brought under the Lanham Act.

The trial court granted the
defendants’ motion for summary
judgment, finding, inter alia, that
the plaintiff had engaged in naked
licensing from 1999 to 2005 and
thus abandoned the mark before
defendants used it. The plaintiff
appealed.

The Michigan Court of Appeals
affirmed after going through its
own analysis. The court explained
the nature of trademark rights,
noting the “two distinct but
related interests” implicated by
trademark law: “the private right
of the trademark holder to pre-
vent others from using his mark
to pass off their goods or services
as his own, and the public right
to protection from such market-
related deceptive practices.” As
a result of the public-perception
component of trademark law, the
court noted that trademark rights
are “inherently mutable, because
they are dependent on whether

the consuming public is able to
use the mark to distinguish a
good or service as originating
from a particular source.” With
regard to a trademark owner
who engages in naked licensing,
the court stated that he “thus
destroys his mark—it is no lon-
ger able to serve as a meaningful
source identifier to consumers
and, accordingly, loses its signifi-
cance as a mark.”

The court detailed the plain-
tiff's licensing history, which
included “uncontrolled licensing
of the mark to two business own-
ers over a period of six years.”
Plaintiff placed no standards for
use of the mark on the third
parties allowed to use it, and
sometimes did not even require
a license to be signed. By 2007,
there were six stores operating
in Detroit that used the mark,
only two of which were owned
by the plaintiff. Thus, “[i]t is not
possible that the ‘Movie Mania’
mark served as an ‘indication[] of
consistent and predictable qual-
ity’ to consumers at this point—
multiple businesses used the
‘Movie Mania’ name, and had no
uniform standard of control or
quality between them.”

The court concluded:

Plaintiff’s lax attitude toward
its mark underwent a radical
shift in 2010 when defen-
dant expressed an interest
in using “Movie Mania.” But
plaintiff's sudden discovery
of responsible-trademark-
holder religion seems more
like a conversion of conve-
nience than a profession of
genuine faith. And, in any
event, plaintiff's actions by
2010—namely, its failure to
control the activities and stan-
dards of the other businesses
to which it had licensed
the “Movie Mania” mark—
had already destroyed any
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function of source identifica-
tion that the “Movie Mania”
mark possessed. The mark
is thus abandoned under 15
USC § 1127(2).

This case should serve as a
reminder to trademark owners
and their counsel about the poten-
tially dire consequences of not
exercising adequate control over
its licensees.

Jenifer deWolf Paine is senior
counsel at Proskauer in New York,

NY, concentrating her practice in
the area of intellectual property,
with particular focus on copyright
and trademark counseling,
litigation, transactions,
prosecution, and inter partes
proceedings. Brendan O’ Rourke
is cochair of the Litigation
Department and cohead of the
False Advertising & Trademark
Group at Proskauer. His practice
is concentrated in the field of
trademark, false advertising,

and unfair competition law,
providing counsel to Fortune

500 clients, as well as start-up
companies and entrepreneurs.
Larry Weinstein is a partner in the
Proskauer’s Litigation Department
at Proskauer and cohead of the
Intellectual Property Litigation
Group, and cohead of the False
Advertising & Trademark Practice.
His practice focuses on Lanham
Act and consumer class action
false advertising litigation, as well
as NAD proceedings, trademark,
trade secret, and copyright
litigation and sports, art and other
complex commercial cases.

Copyright © 2014 CCH Incorporated. All Rights Reserved.
Reprinted from The Licensing Journal, November/December 2014, Volume 34, Number 10, pages 31-32,
with permission from Aspen Publishers, Wolters Kluwer Law & Business, New York, NY,
1-800-638-8437, www.aspenpublishers.com

&). Wolters Kluwer

Law & Business





<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU ([Based on 'chromo'] Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        9
        9
        9
        9
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


