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Preface

In this high-tech era, it is unavoidable for us to be involved with intellectual
property in one way or another. Novelties, say, a bladeless fan or a smart
phone, are the fruit of a much research and development that cumulated in
patents. While sharing on social media might make us the owner of certain
copyrights, we could also become an infringer if we do not keep a vigilant eye.
A business might seek to protect its own trade marks, trade dress and/or trade
secret, in addition to getting licence to use those of others.

Intellectual property contributes enormously both to technology
advancement and economic development. Without adequate protection to
intellectual property rights, entrepreneurs could not reap the full benefits of
their investment and might become unwilling to innovate. Consumer
confidence would also be undermined as the safety and quality of products
lack guarantee.

Hong Kong is an economically and technologically developed city where
businesses increasingly invest in creative works and intangible assets.
Intellectual property rights play an important role in its economic growth and
competitiveness by encouraging and protecting innovation. In order to
protect your own rights, paving for smoother business and minimise the
potential risk of violating other’s rights, it is vital to equip yourself with
fundamental knowledge of intellectual property rights without delay.

A Practical Guide to Intellectual Property (Third Edition) is intended for a
wide range of readers, particularly legal professionals, people engaged in
duties in connection with intellectual property, management in small- and
medium-sized enterprises, and anyone who is interested in better
understanding intellectual property. This book begins with an overview on
intellectual property, followed by a more detailed guide to the basics of patent,
trade mark, copyright, trade secret, domain name and related laws, along with
in-depth discussions of cases to illustrate how legal principles are applied in
practice.

All of the issues discussed in this book are based on the relevant laws up to
the date of publication. We have tried our best to make this book an up-to-
date and handy guide to the current law and practice of intellectual property
in Hong Kong. We hope you find it a useful and practical companion in your
business as well as your daily life.

ONC Lawyers
November 2025




Disclaimer

This book is published by ONC Lawyers. The interpretations or
representations of or the views or opinions on law contained in this book are
based on the law in force in Hong Kong as of October 2022. The law and
procedures in this book are very specialised and complicated. The advice on
the interpretation of law or any particular issue is only given generally. It is
for reference only and cannot be relied upon as legal advice in any individual
case. Please seek independent legal advice before taking any action in respect
of any particular case or matter in connection with the subject matter of this
book.

ONC Lawyers shall not be held liable for any losses, damages, costs or
expenses directly or indirectly as result of any use of or reference to any
information or content in this book or in connection to any content, statement
or information (including any interpretations or representations of or any
views or opinions on law) contained in this book.




Chapter 1: Overview




1.1 What is intellectual property?

Intellectual property concerns creations of the mind, which has both a moral
and a commercial value.

Intellectual property (“IP”’) rights are the collective names given to a suite of
specific legal rights which protect the expression of your idea in something
you have made or created. IP rights take many forms and can be divided into
the major categories below:

1.
2.

patents for new inventions (see Chapters 2 and 3)

trade marks for business names, logos, smell and sound (see Chapters 4
and 5)

copyright for your creative works like books, drawings, songs,
performance and software (see Chapters 6 and 7)

industrial designs for product appearance (see Chapter 9)

confidential information like unpublished trade secrets and formulas




1.2 Why should IP rights be protected?

IP rights are important rights as they reward creativity and human endeavour,
which fuel the progress of humankind and can lead to breakthrough solutions
to global challenges. Not only that, IP rights are valuable assets for a business
as it can differentiate a business apart from competitors, be a source of
revenue as it can be sold or licensed, be essential to marketing or branding or
even be used as security for loans. Consumers also benefit from strong IP
rights, as it is a way in which they can make an educated choice about the
safety, reliability and effectiveness of their purchases as enforced IP rights
ensures products are authentic and of the high-quality that consumers
recognise and expect.

In short, safeguarding and promoting IP rights contributes to economic
growth and improve quality of life.




1.3 International agreements protecting IP rights

Intellectual property is a subject with complex and varied history in different
countries. Whilst the laws protecting IP rights are territorial in nature,
intellectual property has become very globalised. Many countries recognise
and apply various international agreements concerning IP rights in their
domestic laws.

To shed light on the intellectual property system in Hong Kong, attention is
drawn to the following important IP rights treaties in which Hong Kong is a
party of:

The Paris Convention 1883

The Paris Convention applies to industrial property including patents, trade
marks, industrial designs, utility models, service marks, trade names,
geographical indications and the repression of unfair competition. There are
three substantive provisions that the Convention provides for:

1.  National treatment: each contracting state must grant the same
protection to nationals of other contracting states that it grants to its own
nationals.

2. Right of priority: on the basis of a regular first application filed in one
of the contracting states, the applicant may, within a certain period of
time, apply for protection in any of the other contracting states with
those subsequent applications enjoying priority over applications filed
by others during the said period of time.

3.  Common rules: the Convention lays down a few common rules that all
contracting states must follow. Some of the most important include the
fact that patents granted in different contracting states for the same
invention are independent of each other, and that the registration of a
mark obtained in one contracting state is independent of its possible
registration in any other country, including the country of origin;
consequently, the lapse or annulment of the registration of a mark in one
contracting state will not affect the validity of the registration in other
contracting states.




The Berne Convention 1886

The Berne Convention deals with copyright protection. It is based on three
basic principles and contains a series of provisions determining the minimum
protection to be granted. The three fundamental principles are:

1.  National treatment: each contracting state must grant the same
protection to nationals of other contracting states that it grants to its own
nationals.

2. Automatic protection: Protection must not be conditional upon
compliance with any formality.

3. Independence of protection: Protection is independent of the existence
of protection in the country of origin of the work.

Universal Copyright Convention 1952
Its main features are the following:

1.  No signatory nation should accord its domestic authors more favourable
copyright treatment than the authors of other signatory nations, though
no minimum protection for either domestic or foreign authors is
stipulated;

2. A formal copyright notice must appear in all copies of a work and consist
of the symbol ©, the name of the copyright owner, and the year of first
publication; a signatory nation, however, might require further
formalities, provided such formalities do not favour domestic over
foreign works;

3. The minimum term of copyright in member nations must be the life of
the author plus 25 years (except for photographic works and works of
applied art, which have a 10-year term); and

4. All adhering nations are required to grant an exclusive right of
translation for a seven-year period, subject to a compulsory license
under certain circumstances for the balance of the term of copyright.




Agreement on Trade-Related Aspects of Intellectual Property Rights
(“TRIPS”) 1994

TRIPS is to date the most comprehensive multilateral agreement concerning
various IP rights. The three key features of the agreement are:

1.  Standards: TRIPS sets out the minimum standards of protection to be
provided by each member, for example, by requiring the substantive
conventions of the Paris Convention and the Berne Convention to be
complied with.

2. Enforcement: TRIPS lays down certain general principles applicable to
all IP rights enforcement procedures and contains provisions on civil and
administrative procedures and remedies, provisional measures, special
requirements related to border measures and criminal procedures

3.  Dispute settlement: Disputes between World Trade Organisation
(“WTO”) Members in respect of their TRIPS obligations are subject to
the WTO?’s dispute settlement procedures.




1.4 |P rights after Brexit

The UK has formally left the European Union (the “EU”) on 1 February 2020.
According to the Withdrawal Agreement, the current transition period where
EU Laws remain applicable to the UK will be ending on 31 December 2020
(the “Exit Day”). After this date, any EU laws and regulations that have not
been implemented domestically into UK law will cease to have any effect on
the UK i.e. starting from 1 January 2021.

Prior to Brexit, IP laws in the UK are essentially composed directly of EU
regulations. After the Exit Day i.e. as of 1 January 2021, IP rights such as
designs and trade marks previously registered in the EU will only cover the
remaining EU member states, and will no longer cover the UK. This section
will explore the effects of Brexit, and how UK IP rights holders may ensure
that their rights remain unaffected after the Exit Day.

Registered trade marks and designs

Prior to Brexit, trade marks and Community Registered Designs (“RCD”)
that have been registered with the European Union Intellectual Property
Office (“EUIPO”) (“EU Trade Marks”) are protected throughout the whole
of EU in every member state including the UK, under one single unitary
registration.

After the Exit Day, registered EU Trade Marks and registered RCDs will no
longer cover the UK region. Instead, the UK Intellectual Property Office (the
“UKIPO”) created comparable UK registrations with equivalent rights for
every EU Trade Mark and RCD, such that the rights owners do not have to
take additional steps to re-file those registrations in the UK. The registration
numbers will also be preserved except that they will then be prefixed with
different letters indicating the different types of registrations. Any renewals
after the Exit Day must be attended to separately in the EU and UK
respectively.

Unregistered trade marks and designs

For pending EU Trade Marks and RCDs that are not yet registered as of 31
December 2020, applicants must re-file their applications with the UKIPO
within the 9 month grace period starting from 1 January 2021 in order to
secure protection in the UK in addition to the EU. Within this grace period,
all UK applications may claim priority based on the pending EU application
and thus enjoy the same filing date and priority as the pending EU application.




Any UK applications filed post the Exit Day will be examined by the UKIPO
which is independent from the EUIPO. It is important to note that the EUTPO
and UKIPO will not issue notifications to applicants of pending EU
applications to remind them to re-file their applications in the UK. Applicants
of any pending EU applications will have bear in mind that re-filing with the
UKIPO is essential within the 9 month grace period so as to preserve the
earlier filing dates of their applications in the UK.

Non-use cancellations of registered EU trade marks

The issue of non-use cancellations is particularly relevant in the context of
Brexit since there are many EU trade mark owners who have only been using
their registered trade marks in the UK, or alternatively, in anywhere in the
EU but not the UK. While the use in either region may, to a great extent, be
sufficient for establishing genuine use of their trade marks prior to Brexit,
this may no longer be the case after the Exit Day.

For comparable UK trade marks cloned in the UK based on prior EU trade
mark registrations starting from 1 January 2021, many of these marks may
not have been put to use in the UK region at any time within 5-years of the
date of registration in the EU, and therefore may be subject to full or partial
revocation on grounds of non-use. As such, even if comparable UK rights
have been created automatically after the Exit Day, those trade marks may
still be prone to being subsequently revoked meaning that there might be
insufficient protection for those new comparable rights. Hence, there are
concerns that such trade marks may be vulnerable to being challenged in
either the UK or the EU in this respect.

The UKIPO has confirmed that any use of a EU Trade Mark, whether in the
EU or the UK before the Exit Day, will count as genuine use of the
comparable UK registration. This means that if a EU Trade Mark had been
used extensively anywhere in the EU but not the UK before 31 December
2020, such evidence of use can be used to defend any cancellation action that
may be filed against the comparable UK registration post-Exit Day.

The trade mark non-use period in both the EU and UK is 5 years. Any use

that is accrued before the Exit Day will be taken into account, but use post-
Brexit will not be considered for establishing use under the new UK policy.




Further, trade mark owners are reminded that any opposition and/or
cancellation actions filed with the EUIPO will not cover the comparable UK
trade mark.

Patents

Patent protection will largely remain the same. Applicants may continue
applying for a EU patent via the UKIPO or directly to the European Patent
Office (the “EPO”), or via an international patent application filed under the
Patent Cooperation Treaty.

As the EPO is not an EU agency, Brexit shall have no effect on the current
European patent system. The UK will continue to be one of the 38
contracting state to the European Patent Convention, which is the
international treaty that established the EPO. As such, Applicants will be able
to file their applications with the EPO and, upon grant, request for validation
in the UK and other countries of interest. Existing EU patents covering the
UK shall also remain unaffected.

Furthermore, the UK will remain a member of the Paris Convention, and
applicants who have filed for patent protection in the UK may still
subsequently claim priority of that application for any overseas patent
registrations, and vice versa.

The main difference post Brexit lies in the Unitary Patent System, which
previously allowed EU patent holders to designate their registration in all 25
participating EU member states, by filing one single application with the EPO.
The UK government has confirmed that they will not participate in this
Unitary Patent System post-Brexit. With the absence of UK’s involvement
in the Unitary Patent System, patent proprietors will not be able to protect
their inventions in the UK by using this unified system.

Copyrights

There is no uniform regulation in place governing EU copyright at present.

Although each EU country may provide separate national rights for copyright,
it is largely harmonized by a number of different internationally treaties.

Within the EU, there are certain EU cross-border copyright arrangements in

place where member states shall provide reciprocal protection and benefits to

each other. However, post-Exit Day, all these reciprocal EU cross-border

arrangements will be brought to an end.




Having said that, most copyright works in the UK, such as books, films and
music, will continue to be protected in the EU and the UK respectively due
to the UK’s participation in the international treaties on copyright. For this
reason, EU copyright owners may rest assured that their EU copyright works
will continue to be protected in the UK. This applies to works made before
and after 1 January 2021.

Domain names

Prior to Brexit, any person being a resident of a member state of the EU or
European Economic Area (“EEA”) is eligible to register a .eu domain name.
However, post-Exit Day, UK citizens and residents, who do not have ties to
any EU/EEA member state will no longer be eligible to hold a .eu domain
name.

To retain the .eu domain, registrants must meet one of the follow criteria:

1. be an EU/EEA citizen, independent of where you live;
2. not an EU/EEA citizen, but resident in the EU/EEA;

3. an organization, business or undertaking that is established in the
EU/EEA; or

4.  have aregistered office or principal place of business within the EU/EEA.

Any registrant who cannot meet the eligibility criteria as of 1 January 2021
will have their .eu domain names withdrawn.

Conclusion

IP owners should identify which of their rights are affected post-Brexit as
soon as possible if not yet done so, so that additional steps can be taken as
soon as possible to maximise protection of those rights and minimise any
possible risk occurred.

For any IP agreements in place that refer to EU Trade Marks, parties should
review and consider whether any amendment must be made in view of the
comparative UK registrations.

The impacts of Brexit are complex, and any UK legislation that was
previously dependent on EU legislation must now be untangled and separated
from the same. Whist there does not appear to be many material changes with
respect to IP rights, given that the UK is no longer within the boundaries of




any EU legislation, it remains to be seen whether UK laws in relation to IP
will start diverging from those of the EU in the long run. Hence, proprietors
of UK IP rights should continue to keep an eye on any updates to be proposed
by the UK government in order to maintain and preserve their existing IP
rights in the UK.




Chapter 2: Patenting




2.1 Introduction

What is a patent?

A patent is a legal title which confers a set of exclusionary legal rights of a
definitive scope of a device, substance, method or process to the owner. The
definitive scope of the exclusionary rights is defined in writing by way of a
set of claims, which must show that the invention is new, useful and inventive
or innovative.

Different types of patents are granted by governments to owners of knowhow
and innovation as an incentive to encourage the owners to disclose
technological innovations and related knowhow to the public in order to drive
advancement of applied science and technology, thereby enhancing
competitiveness of a state.

Traditionally, patent owners have made use of the exclusionary rights
conferred by patents to gain revenue in markets by exploiting the invention
or enhance competitiveness by stopping others from manufacturing, using
and/or selling the invention without your permission.

As a result of the traditional industrialized nations moving their
manufacturing bases to developing countries in the last century, patents also
gradually developed as a currency of the knowledge-based economy, and have
been recognized as a benchmark of technological innovation capability of a
company or institution.

Don’t go public too soon

A unique characteristic of patents is that no patent on an invention will be
granted unless a patent application on that invention is filed and the
patentability criteria are met. In general, an invention which is made available




to the public will be free for public use unless there is a patent covering the
invention.

Therefore, be aware that if you demonstrate, sell or discuss your invention in
public before filing an application with a patent office, you may not get a
patent.

If you want to discuss it with employees or business partners, have them sign
a confidentiality agreement.

For an invention which is available to the public, the difference between
having a patent and having no patent on the invention is that the patent owner
in the former case has a degree of control over the exploitation of the
invention for a specified time while the invention in the latter case is entirely
in the public domain.




2.2 Patent application basics

How to get a patent?

An applicant who owns a patentable invention and is desirous to get a patent
must file a patent application to start the patenting process. A patent
application is usually filed with the patent office or intellectual property office
and the patent application must include a patent specification in writing.
Typically, a patent specification must include a detailed enabling description
of the invention and a set of claims defining the scope of protection.

In most industrialized territories, a patent application will be examined by
the patent office, and a patent will be granted if the patent office is satisfied
that the subject matter as defined by the claims meets patentability
requirements. A patentable subject matter is often referred to as a patentable
invention in patenting terms.

A typical patenting process as depicted in Fig. 1 below includes the following
major steps:

1. identifying and defining a patentable invention

drafting the patent specification

filing the patent application

publication of the patent application

examination on the patentability of the patent application

R e

granting of a patent or refusal of the patent application




Identifying and defining an
invention

A 4

Drafting patent specification

Filing a patent application

Publication of patent
application

Patentability
examination

Refusal of
patent
application

Grant of patent

Renewal

A 4

End of patent term

Fig. 1 Basic patenting flow




What is a patentable subject matter?
The crux of a patent is a patentable invention. However, not all inventions
are patentable. Only inventions which fulfil all patentability requirements are
patentable, and patentability requirements are set by the patent laws of a
territory. While the granting of patents is a matter of territorial authority, it
is almost universal that an invention is patentable, if it:
1. is new,

involves an inventive step,

2
3.  is susceptible of industrial application, and
4

is not an excluded subject matter.

A subject matter which fulfils all patentability requirements is commonly
referred to as a “patentable invention” and the above patentability criteria are
enshrined in the TRIPs (Trade Related Aspects of Intellectual Property)
Agreement, which has been entered into by most, if not all, WTO (World
Trade Organization) member states, in which Hong Kong is a member.




What is patentability examination?

A patent application will be substantively examined, usually by a patent office,
to determine whether all patentability requirements are met, and therefore
whether a patent should be granted. Such an examination is commonly
referred to as “substantive examination”, and claims are the subject matter
of examination.

The specification

A patent is defined and characterized entirely by a document which is known
as a “patent specification”.

A typical patent specification is usually divided into the following sections:

1.  Field of the Invention

2. Background of the Invention

3. Summary of the Invention

4.  Brief description of Figures

5. Detailed Description of Embodiments
6. Claims

A patent specification comprises (i) claims and (ii) invention description at
the minimum regardless of jurisdictions.

Claims

“Claims” are the core of a patent. The rest of the patent specification is
purposely built around the claims to support and strengthen the claims, like
giving muscle to a skeleton, because claims will be the target of attack during
patent litigations.

In general, claims of a patent:-

1.  provide a concise definition of a patentable invention, and

2. define the scope of exclusionary right, which is commensurate with the
scope of invention made.




Description
The “description” of a patent generally serves the following main purposes: -

1.

to provide a description and help readers understand the invention
claimed,

to provide meaning to the terms of a claim when ambiguity or
uncertainty arises, and

to provide teaching to enable persons-skilled-in-the-art (“PSA”) to
practise or redo the invention as claimed.




Patenting internationally

A patent is territorial. The territorial nature of patents means that a patent is
only effective in the territory of grant, and is no more than a technical
publication outside that territory. In order to obtain patent protection in
territories of economic interest, it would be necessary to have patents granted
in those territories. Otherwise, a valuable innovation would simply fall into
the public domain in the unpatented territories.

When deciding in which territories to file patent applications with an aim of
subsequent monetization, the main criterion is usually in which territories the
patent will be of most commercial value, thereby justifying the costs and
effort of patenting and subsequent enforcement.
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Fig. 2 Market value perspectives

Generally speaking, the intermediate and ultimate markets as well as the
places of manufacturing of patented products or processes are the key
territories of most commercial value.

While patents are granted by individual territorial authorities, it is not always
necessary to file applications with the individual authorities immediately after
an invention has been made. In fact, there are various alternative approaches
to obtain patents internationally according to the needs and resources of a
patent applicant.




2.3 An outline of the patent system in Hong Kong

Investing in an invention can be very costly. Once an invention is made, it is
advisable to have your investment protected by patent. The below outlines
the patent system in Hong Kong and gives some general information as to
how your invention could be best protected by a patent.

What is patentable?

According to the Patents Ordinance (Cap. 514) in Hong Kong an invention is
patentable if it is (i) new, (ii) involves an inventive step, and (iii) capable of
industrial use.

To be new and to involve an inventive step, the invention must not be part of
the state of art anywhere in the world before the filing of the patent
application. If a prior publication, be it in writing or orally or by other means,
embodies a clear direction pointing to the crux of the invention applying for
a patent, or that invention is in fact obvious to the skilled person, the alleged
invention may not be patentable.

Therefore, inventors should be aware that no disclosure of the invention
should be made before the filing of patent application to avoid it becoming
part of the state of art. The Patents Ordinance nevertheless grants a grace
period of six months prior to the filing of application during which the
inventor can exhibit the invention in prescribed exhibitions, or disclose it in
order to stop an evident abuse of the invention, and still preserve the
invention’s patentability.

To be capable of industrial use means that an invention can be put to practical
application. An invention cannot be patentable if it is, for example, just
scientifically informative but of no practical application. Pursuant to this
concept, the Patents Ordinance rules out certain categories as being
patentable: such as any discovery, scientific theories and methods of
conducting medical surgery.

Who owns the patent?
Basically, the inventor will be the owner of the patent.

If a person is employed to invent and the ultimate invention is made during

the course of his employment and that an invention may be expected from
performance of such duties, the invention belongs to the employer. If the




invention then brings along outstanding benefits to the employer, the
employee may apply to court for a compensation at an amount to be decided
by the Court as just. Other inventions (e.g. those made outside employment)
belong to the employee.

The inventor may assign a patent to another person upon its being granted or
may assign the right to apply for a patent to another person before the patent
is granted. He may also license the patent right to another person for a specific
period of time or subject to other specific conditions (e.g. to grant right of
distribution of the products to a certain company).

Duration of a patent
There are two types of patents: standard and short-term.

The term of a standard patent is 20 years, from the filing date of the patent
application, subject to the payment of renewal fee three years after its grant.
The effective date is from the date on which the grant is gazetted. Any person
may apply to court for a compulsory license for use of a standard patent after
the patent has been granted for three years, on grounds that, e.g., the
invention has not been sufficiently exploited in Hong Kong.

For a short-term patent, the term is eight years, subject to the payment of
renewal fee at the end of the fourth year.

How to apply for a patent registration in Hong Kong?
1. For a standard patent:

First, an application can be made to a designated patent office which includes
patent office of the People’s Republic of China, the European Patent Office
and the UK patent office. Within six months of this application, the applicant
must then proceed to the two-stage procedures:

Request to record: After making application to one of the designated patent
offices, the applicant must within 6 months of publication of the application
by the designated patent office make request to the Hong Kong Patents
Registry to record the designated patent application. Such request to record
will then be advertised in the Gazette.

Request for registration and grant: This stage follows after the request has
been recorded in the register and published and the patent has been granted




in the designated patent office. The request for registration and grant has to
be filed within 6 months after the date of grant of the designated patent or
publication of the request to record, whichever is the later.

2. For a short-term patent:

Application can be filed with the Registrar of the Hong Kong Patents Registry.
A date of filing will then be given if the requisite documents have been
produced by the applicant, including a specification, a claim, an abstract and
a relevant search report provided by one of the prescribed searching
authorities in Austria, Australia, Japan, Russia, Sweden, USA and the
European Patent Office. The search report serves to certify that the
application is a novel invention. After the applicant hands in all necessary
documents, the Registrar will conduct a formality examination. After then,
the registrar will decide whether a short- term patent can be granted to the
particular product or process.

Scope of monopoly conferred by a patent

As discussed above, the scope of monopoly is defined by the patent
specification, including the description and the drawings. A patent owner
may claim that another person has infringed his patent if that person has
committed an activity which falls within the scope of his patent’s
specification.

It used to be the case that the courts tended to follow closely the literal
meanings of the patent specification in defining the scope of the protection.
This could account for the very detailed description and drawings in patent
specifications to ensure maximum protection.

Recently, the British courts are more willing to heed the spirit of the EPC
Protocol and refrain from taking too strict a literal approach in interpreting
the scope of protection. The tendency to interpret a patent specification by a
purposive approach, i.e. to look beyond the wordings and define the scope of
patent protection more widely, is likely to be followed in Hong Kong.

Time

Since the procedures involve overseas operations (e.g. getting a search report
etc.), and the complexity of different inventions varies, it is very difficult, if
not impossible, to estimate the time required in successfully registering a




patent. As a very rough estimate, it usually takes at least two years to register
a standard patent.




2.4 New patent system in Hong Kong

Introduction of a direct local original grant patent (“OGP”) route for filing
standard patent applications

On 19 December 2019, a new patent system was launched in Hong Kong,
effected by the commencement of operation of the Patents (Amendment)
Ordinance 2016 and the Patents (General) (Amendment) Rules 2019.

Under the new OGP filing route, it is no longer mandatory for patent
applications filed in Hong Kong to be based on a corresponding patent
application for the same invention in one of the three designated patent
offices, i.e. (1) the State Intellectual Property Office of the People’s Republic
of China (the “SIPO”), (2) the European Patent Office or (3) the United
Kingdom Patent Office (the “Re-registration Route”). Whilst the Re-
registration Route is still an available option, applicants may now file patent
applications directly in Hong Kong with the Patents Registry, independent of
the three aforementioned designated patent offices outside Hong Kong,
thereby dispensing with any prior filing of corresponding applications as
required under the existing Re-registration Route.

An OGP application will be subject to, in addition to formality examination,
substantive examination by the Patents Registry for determining the
patentability of the underlying invention.

Refinements to the existing short-term patent system

The number of independent claims allowed in an application for short-term
patent is increased from one to two, provided that the two claims are related
to one single invention.

Further, short-term patents may be subject to post-grant substantive
examination by the Patents Registry, upon request by its owner or a third
party having reasonable grounds or legitimate business interests. Such request
for determining the patent’s validity is a perquisite for commencing legal
proceedings to enforce the short-term patent.

Moreover, an owner of a short-term patent who threatens another person
with infringement proceedings relating to an unexamined short-term patent
must, upon request by the alleged infringer, provide him or her with adequate
information to identify the patent.




Regulation of use of titles and descriptions

It will be prohibited by law for anyone to use the following titles or
descriptions relating to patent practice in Hong Kong: (1)
“registered/certified patent agent”; (2) “registered/certified patent
attorney”; and/or (3) any title or description which may cause anyone to
believe that the person using the title/description holds a qualification that is
specifically granted for approving him to provide patent agency services in
Hong Kong, and such qualification is recognized by law or endorsed by the
Government. On the other hand, the use of any title or description that solely
relates to a person’s qualification for lawfully providing patent agency
services in a place outside Hong Kong is permitted as long as the place is
clearly specified.

Benefits of the new patent system

The new patent system is expected to bring significant benefits to Hong Kong.
By allowing companies to apply for standard patent protection directly in
Hong Kong, the new patent system would provide a cost-effective option of
local and direct filing route in particular for local applicants. Applicants for
standard patents may flexibly choose to use the new OGP route or the existing
Re-registration Route according to their own protection strategies and
business needs.

For short-term patents, the introduction of post-grant substantive
examination provides safeguards against potential abuse of the short-term
patent system while maintaining the cost-effectiveness of the short-term
patent regime. In sum, the new patent system is a major milestone in the
development of Hong Kong’s patent regime which is expected to contribute
to the development of Hong Kong as an innovation and intellectual property
trading hub in the long run.




Chapter 3: Discussion of patent issues




3.1 Standard patent rights

Previously, before the Patents (Amendment) Ordinance 2016 was passed on
10 June 2016, the only method to obtain a Hong Kong standard patent was
based on a patent application to one of the three designated patent offices, i.e.
the State Intellectual Property Office of the People’s Republic of China
(“SIPO”), the European Patent Office (“EPO”) and the United Kingdom
Patent Office (“UKPO”), through a two-stage application process prescribed
in the Patents Ordinance (Cap. 514)(“PO”) as discussed in Chapter 2.

As the grant of a Hong Kong standard
patent relies wholly on the grant of the
Designated Patent Application, the
standard patent regime in Hong Kong is
often described as a “re-registration”
system. The Patents (Amendment)
Ordinance 2016 (date of enforcement to
be confirmed) introduced a new
IPR.Gommission “original grant” patent system, which
will run parallel with the existing “re-
registration” system in Hong Kong.
Further discussion on this original grant patent system will be in section 2 of
this Chapter.

Rights conferred by a standard patent

Once granted, a standard patent, subject to renewal, remains in force until
the end of the period of 20 years from the date of filing of the Designated
Patent Application. Subject to an exception which will be discussed below,
the standard patent granted shall have a life of its own, separate and
independent from its designated counterpart.

Same as short-term patent, a valid standard patent confers on its owner the
right to prevent all third parties not having his consent from using the
invention. Likewise, the owner has the right to prevent any unauthorized
indirect use of the invention. Limitations under section 75 of the PO apply
equally to standard patents, as they apply to the short-term patent, e.g. acts
done by a third party for non-commercial purposes without patentee’s
consent will not constitute an infringing act.

Enforcement and validity of standard patent




If there is infringement of a standard patent, the owner or the exclusive
licensee of the standard patent can bring civil proceedings for enforcement
of the patent rights. As discussed previously in the context of a short-term
patent, the validity of a patent is often challenged as a defence to infringement
claims. The infringer may seek to argue that the patent in question is not valid
and apply to have it revoked. While standard patents are prima facie valid,
they are still susceptible to grounds of challenge such as allegations that the
invention lacks novelty or inventive steps.

There is one ground of challenge which is peculiar to standard patents. As
mentioned above, a standard patent acquires a life of its own once being
granted. That, however, is subject to an exception, where under section
90(1)(i) of the PO, a standard patent will be revoked when its corresponding
designed patent has been revoked in the designated patent office.

Hence, in defending an infringement claim in Hong Kong, in addition to
challenging the validity of the standard patent in Hong Kong based on the
grounds of revocation in the PO, defendants can apply for revocation of the
corresponding designated patent in the designated patent office and seek to
have the corresponding designated patent revoked. The revocation
proceedings will be governed by the rules and regulations of the designated
patent office and their patent laws, under which there may be more grounds
for revocation than under the PO.

These “parallel” challenges on the validity of the patent in Hong Kong and
the designated patent office undoubtedly add difficulty to the infringement
claim (and, conversely, increased opportunities and alternatives to the
infringer in defending the claim). It is thus vital that the patent applications
be coordinated and synchronised in advance by patent attorneys and
professionals in order to minimize the added risks in subsequent enforcement.

Conclusion

The enforcement of rights conferred by standard patents faces challenges of
its own. Due to the nature of the standard patent regime in Hong Kong, it
should be borne in mind that the validity of the corresponding designated
patent may affect the validity of a standard patent in Hong Kong, since
challenges made to the validity of the corresponding designated patent of a
Hong Kong standard patent can lead to the latter being revoked in Hong Kong.

3.2 Short-term patent

Enforcement of short-term patent




An application for grant of short-term patent has to be filed with the Patents
Registry of the Intellectual Property Department (“Registry™). It is governed
by section 113 of the Patents Ordinance (“PO”). Basically, the applicant is
required to file a request for grant on Patents Form P6, a specification and an
abstract in both English and Chinese together with a search report prepared
either by one of the designated patent offices, namely, the State Intellectual
Property Office of the People’s Republic of China, the European Patent
Office and the United Kingdom Patent Office, or by any “International
Searching Authority” appointed pursuant to Article 16 of the Patent
Cooperation Treaty.

A person who has filed (1) an application for a patent or other protection in
respect of an invention in a WTO member country or Paris Convention
country or (2) an application for a short-term patent in respect of an
invention in Hong Kong (“Previous Application”) shall enjoy, for the purpose
of filing a subsequent application for a short-term patent in respect of the
same invention, a right of priority for the period of 12 months after the date
of filing of the first application. Once granted, a short-term patent is initially
valid for four years from the date of filing. The maximum term of protection
of a short-term patent is eight years (subject to renewal for the second four
years before the expiry of the first four years. The owner of the short-term
patent has the right to prevent all third parties not having his consent from
using the invention.

To enforce a short-term patent, the owner or the exclusive licensee can bring
civil proceedings against infringements committed after the grant of the
short-term patent. Due to the unique nature of short-term patent application
(in which there is only formality examination and no substantive examination),
the owner has to first establish the validity of the short-term patent by
showing that the invention is novel and involves inventive steps before the
owner can enforce the rights conferred by the short-term patent against
others.

Thus, defendants to short-term patent infringement cases often challenge the
validity of the short-term patent as a defence. If the owner fails to prove the
validity, e.g. novelty and inventive steps, the short-term patent will be
invalidated and the infringement claim will be dismissed by the court
accordingly.




The Court of Appeal case of SNE Engineering Co Ltd v Hsin Chong
Construction Co Ltd [2015] 4 HKLRD 517 affirmed the decision issued by
the Court of First Instance in SNE Engineering Co Ltd v Hsin Chong
Construction Co Ltd [2014] 2 HKLRD 822 and dismissed the Plaintiff’s
appeal. The case provides an example of how such defences were
(successfully) argued and sheds some light on some vital points that every
intended applicant should note well in advance of making a short-term patent
application.

Background

The Plaintiff was engaged by the 1** Defendant as a subcontractor for pile
removal works at the construction site for the Express Rail Link in Hong
Kong. The Plaintiff in turn engaged the 2™ Defendant as a subcontractor for
the provision of the equipment and operation for the pile removal works. It
was not in dispute that the Plaintiff adopted in this project a “rotator and
wedge” method for extracting building piles from the ground.
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In around June or July 2011, the project was already running behind the
original schedule. The 1* Defendant was thus considering terminating the
subcontract with the Plaintiff. In view of the possible termination of the
subcontract, the Plaintiff applied for short-term patent for its “rotator and
wedge” method (the “Patent”) in August 2011 and subsequently obtained
registration of the Patent.

Eventually in September 2012, the 1% Defendant terminated the subcontract
with the Plaintiff. The 1% Defendant then engaged the 2°¢ Defendant directly




to provide machinery and operators and continued to remove the building
piles using, as alleged by the Plaintiff, the rotator and wedge method. The
Plaintiff then commenced proceedings against the 1% and 2™ Defendants for
infringement of the Patent.

Defences

To defend against the Plaintiff’s infringement claim, the 1% Defendant raised
the following challenges against the validity of Patent:

4.  the Patent was invalid due to insufficient disclosure in its specification;
and

5. the Patent was invalid by reason of the lack of novelty and lack of
inventive step.

It was clear that once the Patent was held invalid by the court, the Plaintiff’s
infringement claim must be dismissed by the court.

Insufficient disclosure

In determining the sufficiency of the specification of the short-term patent,
the proper question to ask is whether it disclosed a sufficiently clear and
complete invention which could be performed by a competent person skilled
in the art without undue burden.

The Court of Appeal held that essential particulars were in fact missing from
the patent specification. For example, the use of a wedge as a jamming and
immobilising device was the key concept of the patented process (the
invention of rotator and wedge method), but the patent specification did not
specify whether the circular wedge was used as a cutting or a jamming device.
As such, the court took the view that a person skilled in the art using his
common general knowledge would have difficulty in ascertaining the exact
invented process covered by the Patent. Thus, the alleged invention had not
been disclosed clearly and enough for it to be performed by a person skilled
in the art without undue burden. The Patent was invalid due to insufficient
disclosure of the invention in the patent specification.

Further, it was revealed that the description of the method in the search
report submitted with the Patent application was inconsistent with that of
the specification of the Patent. In the description of the patented process in
the search report, the wedge was used as a cutting device, and what is novel




about the patented process is that it involves “a new type of circular wedge
to cut the pile”. But in the method claimed in the patent specification, if there
were sufficient disclosure, the wedge would be used as a jamming device. As
such, the search report filed by the Plaintiff was defective because the prior
art search (which purports to show the novelty of a particular invention) was
conducted on the basis of the understanding of the Patent as described by
the examiner, which was different from the method claimed by the Plaintiff.
As the search report filed in support of the short-term patent is defective, the
patent should not be regarded as a valid one. The court however left open the
question of whether the owner can disregard the defective search report and
instead prove the novelty of a patent at trial without relying on the search
report.

Lack of novelty and inventive step

The Court of Appeal also held that the Patent was invalid by reason of
enabling disclosures by the Plaintiff of the method, prior to its application,
to the Defendants’ personnel involved in the project, hence, the
communications between the Plaintiff and the Defendants and the
performance of pile removal works in front of the engineering personnel
involving in the project would have invalidated the Patent for want of novelty.

Moreover, since the process at the construction site could be observed by the
public and any person skilled in the art would be able to work out the details
of the method by observation, the method was considered by the Court of
Appeal to have been disclosed to the public, before the application of the
short-term patent was filed to the Hong Kong Patents Registry.

The Court of Appeal took the view that the Plaintiff had done nothing to
protect the secrecy of the invention and the evidence suggested that the
Plaintiff did not regard the method as confidential before the short-term
patent application was filed. On the contrary, the Plaintiff’s application for
the short-term patent was merely a tactical move to protect its interest under
the subcontract when it was rumoured that the subcontract would be
terminated by the 1% Defendant. Even if the Patent was not invalid by reason
of insufficiency, it would still be invalid (by reason of lack of novelty) due to
the disclosures made by the Plaintiff and its partners themselves to the public
prior to the patent application. The Plaintiff’s claim was accordingly
dismissed.

Points to note




From this case of SNE Engineering Co Ltd v Hsin Chong Construction Co
Ltd, one can easily see the importance of sufficiency in specification when
making the patent application and the importance of secrecy prior to making
the patent application. Inventors must make sure the patent application
discloses clearly and completely details about the patent which would enable
a competent person skilled in the art to perform the same without undue
burden. Intended applicants must also protect secrecy before patent
application at all costs, and it applies not only to short-term patents but also
to standard patents; otherwise the patent rights may not be enforceable
against third party and the protection conferred by such patent registration
may be lost.




3.3 Groundless threat of patent infringement

Obtaining patent rights is generally a means to protect the rights of patent
owners. However, if it is used for making groundless threats of infringement
against actual or potential customers of rivals to deter them from dealing with
the rivals, the aggrieved rivals could rely on Section 89 of the Patents
Ordinance (Cap. 514) to lodge defensive action against the threatening party.

Statutory defensive action

Section 89 of the Patents Ordinance (“PO”) provides for a defensive cause of
action against groundless threats of patent infringement action. Where any
person threatens another person with legal action for patent infringement (for
example, by way of advertisements, numerous demand letters, circulars or
otherwise), anyone aggrieved by such threat (whether or not he is the person
to whom the threats are made) may apply to the court for a declaration that
the threats are unjustifiable, together with an injunction against the
continuance of the threats, and damages sustained by reason of the threats.

The victims of groundless threat are likely to succeed in the defensive action
against the threatening party, if the threatening party cannot prove that the
acts of the victims constitute an infringement of its patent, or the victims can
show that the threatening party’s patent is invalid. Such defensive cause of
action is also provided for in respect of trade marks (section 26 of the Trade
Marks Ordinance (Cap. 559)), copyrights (section 187 of the Copyright
Ordinance (Cap. 528)) and registered designs (section 57 of the Registered

Designs Ordinance (Cap. 522)).




Applying for security for costs against the defendant (alleged patent
holder)?

In the decision of the Court of First Instance in Bulova Corp v San Ma
Industrial Ltd HCA1831 and 1912/2013 (“ Bulova Corp™), the proprietor of
a short-term patent (the “Patent”) sent demand letters to at least 16 watch
shops, claiming that the watches manufactured and sold by the 1 Plaintiff
were infringing products and demanded the shops to cease dealing in the
alleged infringing products.

To stop the threats, the Plaintiffs started an action under s.89 PO to apply for
an injunction to restrain the Defendant from making the threats of
infringement and a declaration that the Patent was invalid. Later, the
Defendant commenced proceedings against the Plaintiffs for infringement of
the Patent in another action. An interlocutory injunction was subsequently
granted against the Defendant pending trial on the issues. During the window
period before trial, the Plaintiffs applied for security for costs against the
Defendant to cover the Plaintiffs’ costs up to the conclusion of the exchange
of witness statements and expert reports, to safeguard against the
abovementioned risk in recovering the legal costs. The Defendants then
discontinued (purposely, with a view to escaping the liability to provide
security for costs as explained below) all the counterclaims of patent
infringement against the Plaintiffs.

The law on security for costs

A party’s liability to pay security for costs is provided for under Order 23 of
the Rules of the High Court (Cap. 4A) and section 905 of the Companies
Ordinance (Cap. 622). For example, where the plaintiff is ordinarily resident
out of Hong Kong or where a plaintiff is a nominal plaintiff (such as a shell
company) and the court has reason to believe that it will be unable to pay the
defendant’s costs, the Court may order the plaintiff to provide security for
costs. A defendant generally cannot be ordered to pay security for the
plaintiff’s costs (except for a counterclaiming defendant, who is in effect in
the position of a plaintiff).

The issue in Bulova Corp is whether a defendant in a s.89 PO action is “in the
position of a plaintiff” such that it may be ordered to provide security for
costs. An essential element of the cause of action under s. 89 PO was that a
threat had been made. It is therefore essential that a patent owner has already
taken steps to enforce the patent rights. In Bulova Corp, the court held that
the Defendant had taken steps to enforce its patent rights by threatening




proceedings in the demand letters and was therefore the true “attacker”. The
Plaintiffs, as “persons aggrieved” by threats, commenced the s.89 PO action
as a defence. The Defendant’s discontinuance of its counterclaims was held
to a superficial step and it remained that Defendant was in the position of a
plaintiff for the purpose of the security for costs application. The Defendant
was also held to be a nominee plaintiff with no assets and business other than
holding the Patent. The Defendant was therefore ordered to pay HK$800,000
as security for the Plaintiff’s costs.

Conclusion

The court’s decision in Bulova Corp has helpfully clarified the law: the fact
that a party is named plaintiff is not conclusive and the court looks to the
substance and not the form in deciding whether a party is a plaintiff. This
would relieve the financial concerns of parties who are facing groundless
threats from unscrupulous patent owners and want to commence defensive
action to stop the threats.




3.4 An original grant patent system in Hong Kong

In October 2011 the Government published a consultation paper
(“Consultation Paper”) entitled “Review of the Patent System in Hong
Kong”. The Advisory Committee on Review of the Patent System in Hong
Kong (the “Advisory Committee”) was formed to examine the submissions
by the public as well as various professional bodies on the future of our patent
system on three main areas: (i) the introduction of an “original grant” patent
system with substantive examination of standard patents; (ii) the review of
the current short-term patents and (iii) the need for a regulatory regime for
patent agency services in Hong Kong. The Advisory Committee’s report and
recommendations were rolled out in February 2013.

This section will focus on the recommendations for the introduction of an
original grant patent (OGP) system in Hong Kong in the Advisory
Committee’s report and the details of the OGP system in the Patent
(Amendment) Ordinance 2016 which will be expected to be in force in 2018
at the earliest.

Existing standard patent system in Hong Kong

The current standard patent system in Hong Kong is commonly known as a
“re-registration” system — the applicant will have to first obtain a patent
granted by one of the three designated patent offices before filing with the
Hong Kong Patent Registry a standard patent application for registration of
the patent granted by the designated patent office. As such, there is no
substantive examination to be carried out by the Hong Kong Patent Registry.

The Case for an OGP system




While the existing standard patent system is regarded by some as cost-
effective, user-friendly and credible, responses from the public consultation
also pointed out some inherent weaknesses of the current system. As
mentioned, the patent in question must first be granted by one of the three
designated patent offices. Since the prosecution of such designated patent
takes place overseas, this leads to uncertainties and lack of control on the
timeframe of patent application and causes inconvenience to local inventors.
Some respondents also considered that a re-registration system might be
perceived as a second-grade patent system, and such perception does not
facilitate Hong Kong in promoting innovation or developing into an IP
trading hub. Nevertheless, the vast majority of respondents consider that the
current re-registration system should be maintained, regardless of whether
an OGP system is to be introduced.

The question then is, whether OGP system can address the weaknesses in the
current system. As the Advisory Committee put it, the OGP system is
effective in ensuring patent quality and stringent IP protection, and may help
to develop Hong Kong into an innovation and technology hub in the long run.
The OGP system would also provide a direct filing route for local applicants
who only want to obtain patent protection in Hong Kong. On the face of it,
the OGP system substantially cures the inherent weaknesses of the existing
system.

Direction for change

At the outset the Government has proposed either (i) to replace the current
system directly with an OGP system or (ii) to introduce the OGP system
alongside the existing re-registration system.

Having analysed other countries’ experience in introducing the OGP system,
in particular that of Singapore, the Advisory Committee identified a handful
of difficulties — mostly related to time and resources. Thus, instead of opting
for a full-fledged OGP system immediately, it was recommended that Hong
Kong should first aim to develop itself into a regional innovation and
technology hub, taking advantage of the opportunities offered by Mainland
China. The current system is to be maintained, in order to allow the proposed
OGP system (and the necessary support) to mature. The Advisory Committee
also recommended that the substantive examination of patent applications be
outsourced to other patent offices, e.g. the State Intellectual Property Office
of the People’s Republic of China, at least for the initial stage.




Strategically speaking, this is a step that Hong Kong must take in order to
catch up with the international trend and other leading jurisdictions. The
proposed OGP system would likely bring a lot of benefits to the inventors in
Hong Kong, including opportunities for direct communication between local
enterprises/inventors and the patent agent (e.g. Hong Kong patent
practitioners), more flexible and expedient examination procedures, and
lower costs in obtaining patent protections in Hong Kong. Hopefully the OGP
system will ultimately provide a better basis for mutual recognition of patents
by Hong Kong and Mainland China on the one hand, and encourage local
innovations and attract more enterprises to set up their R&D operations in
Hong Kong on the other.

The Patents (Amendment) Ordinance 2016

The Patents (Amendment) Ordinance 2016 was passed on 10 June 2016, and
instead of replacing the current system directly with an OGP system, the
Government opted to introduce the OGP system that will run parallel with
the existing “re-registration” system. Under the new OGP system for
standard patents, applicants may file a standard originating patent application
directly with the Hong Kong Registrar, either as a first filing or with a claim
to priority, which means that there is no longer need for a foreign designated
patent application. Initially, a standard originating patent application will be
subjected to a substantive examination by the Chinese State Intellectual
Property Office, and ultimately by the Hong Kong Intellectual Property
Department, before it will be allowed to proceed to grant. A similar
presumption of validity should be carried by the patent registered under the
new OGP system and the patent correspondingly registered under the “re-
registration” system.

The new OGP system allows applicants who have no interest in securing
patent protection in China, Europe and the UK but wish to obtain a 20 year
patent monopoly in Hong Kong. Running the “re-registration” system in
parallel allows the new OGP system time to develop. The new OGP system
under the Patent (Amendment) Ordinance 2016 is a step forward in providing
patent owners with more options for protecting their rights.




3.5 Employees’ invention but company’s patent

In Acron International Technology Limited v Chan Yiu Wai & Anor HCA
1709/2010 (date of judgment: 25 January 2016), the Court of First Instance
delivered the first-ever judgment on section 57(1) of the Patents Ordinance
(the “Ordinance”). The Plaintiff succeeded in its claim against one of its
former employees who had made a patent application which is similar to a
technology developed by the Plaintiff after their termination of employment
with the Plaintiff.

In Acron International Technology Ltd v Chan Yiu Wai [2017] 3 HKLRD
799 upheld the Court of First Instance’s decision.

Key facts

The Plaintiff is a technology based start-up company incorporated in Hong
Kong. The 1t and 2™ Defendants were its former employees. The Defendants
tendered their resignations from the Plaintiff on 18 October 2004. Eight days
after their resignations, the Defendants jointly filed a patent application in
the PRC on 26 November 2004 (the “Defendants’ Patent Application™),
which was eventually granted on 7 January 2009.

In fact, before the Defendants’ Patent Application was made, the Plaintiff
had already made a patent application with the use of the same technology
under the Patent Cooperation Treaty in April 2002 (the “Plaintiff’s PCT
Application”) and a standard patent was granted in Hong Kong on 29 May
2009 with the term commencing on 29 April 2002. Thus, the application for
the standard patent was made at the time when both Defendants were still
employed by the Plaintiff.

The Plaintiff alleged that the subject matter of the Defendants’ Patent
Application (the “Defendants’ Invention”) incorporated the entire or a
substantial part of the invention and claims under the Plaintiff’s PCT
Application (the “Plaintiff’s Invention”) and made a claim against the
Defendants pursuant to section 57(1) of the Ordinance.

The law and authority

Section 57(1) of the Ordinance provides that an invention made by an
employee shall be taken to belong to his employer if (i) it was made in the
course of the normal duties of the employee; or (ii) the invention was made
in the course of the duties of the employee and, at the time of making the




invention, he had a special obligation to further the interests of the
employer’s undertaking.

The Court noted that there does not appear to have any Hong Kong authority
which has considered the meaning of section 57 of the Ordinance and the
leading authority in this regard is the English Court of Appeal judgment in
LIFFE Administration and Management v Pinkava [2007] 4 AER 981.

Analysis

As the Plaintiff’s pleaded case was based on “normal duties” and not
“specifically assigned duties”, the Plaintiff must accordingly satisfy the
following requirements:

1.  the Defendants’ Invention was made in the course of the Defendants’
normal duties; and

2. the circumstances were such that an invention might reasonably be
expected to result from the carrying out of such duties.

With regard to normal duties, Sir Andrew Morritt in LIFFE held that the
source of an employee’s duty is primarily contractual though some of the
terms are implied by law. In respect of the second limb, the Court, citing
LIFFE, held that the use of the phrase “an invention” as opposed to “the
invention” means that an employer will own any invention made from the
carrying out of an employee’s duties if the circumstances are such that an
invention might result, i.e. within the reasonable expectation of the employer.

The Defendants’ normal duties




Before addressing the Defendants’ liabilities, it is important to first identify
their normal duties. In considering this issue, the court takes a realistic
approach but not in an overly analytical fashion. Ultimately, the question is
whether an employee is employed to try and innovate and if he is, the general
sort of areas of his innovation duties.

In respect of the 1% Defendant’s duties, the Court held that his normal duties
were in the context of an administrator, coordinator and an organiser. As the
1% Defendant was not employed to try to innovate, the Plaintiff’s claim against
the 1% Defendant was bound to fail.

As for the 2™ Defendant, the Court accepted the Plaintiff’s evidence that the
reason why the Plaintiff hired the 27 Defendant was because the Plaintiff
wanted to further develop the technology and put into practice by utilising
the 2™ Defendant’s expertise. The 2° Defendant was heavily involved in a
number of projects related to the technology — she conducted analysis and
performed laboratory tests in some of the projects; and was responsible for
the experimental set up and implementation and was even the chief
coordinator in other projects. As demonstrated by her involvement in the
Plaintiff’s work projects and the publication of various articles in academic
journals, it was found that the normal duties of the 2" Defendant involved
innovative research and development of the technology. The Court also held
that the Defendants’ Invention was made in the course of the 2" Defendant’s
normal duties with the Plaintiff.

Reasonable expectation

The next question is whether the circumstances were such that the
Defendants’ Invention might reasonably be expected to result from the
carrying out of the 2" Defendant’s duties. The essence of the test is whether
an invention, regardless of whether it is the invention in question or an
invention similar to the invention in question, might reasonably be expected
from the carrying out of an employee’s duties. It was concluded that the
Defendants’ Invention might reasonably be expected to result from the
carrying out of the 2™ Defendant’s normal duties. In this premise, the
Plaintiff’s claim against the 2 Defendant succeeded.




Other noteworthy issues
In addition to the above, there are two issues which are worth to take note:

Nature of the Plaintiffs Business

The Plaintiff contended that it was engaged in the business of research and
development of patentable and proprietary scientific processes and inventions,
which the Defendants denied. In this regard, the Court held that “research
and development” is not a necessary requirement to a claim under section 57
of the Ordinance. Nevertheless, the Court will take the nature of the
employer’s business into account when identifying the normal duties
undertaken by the employees.

Similarities of the Defendants’ invention and the Plaintiff’s invention

Although the Defendants’ expert had identified a number of differences
between the Plaintiff’s Invention and the Defendants’ Invention, the
differences were not significant enough to render the Defendants’ Patent
Application novel. On the other hand, the Defendants’ expert agreed that
there were actually 10 similarities between the Plaintiff’s Invention and the
Defendants’ Invention.

Notwithstanding that the Plaintiff’s expert accepted that there were three
points which were unique or novel in the Defendants’ Invention, after
reviewing the evidence, the Court was of the opinion that the Defendants’
Invention was strikingly similar to the Plaintiff’s Invention, which constituted
compelling evidence that the Defendants’ Invention was indeed derived from
the Plaintiff’s Invention such that the Defendants’ Invention might
reasonably have been expected to result from the carrying out of the normal
duties of the 2" Defendant.

Conclusion

The Plaintiff succeeded the claim against the 2°¢ Defendant but failed the
claim against the 1% Defendant. The gist of the difference is due to their
different job duties. The 1** Defendant’s duties involved oversight and
coordination of the work projects while the 2" Defendant was involved in
innovative research and development of the technology for the Plaintiff. This
means that, if an employee’s duty does not include a duty to innovate, it may
pose a hurdle to the employer to make a claim against the employee under
section 57(1) of the Ordinance. Nevertheless, subject to the terms of the
employment agreement, the employer may be able to pursue a claim for




breach of contract. As regards the claim for damages, it is noteworthy that no
damages and/or account for profits will be allowed where no probative
evidence is placed before the court of any damage suffered by the employer.




3.6 Can you continue shipping products if you are being sued for
patent infringement?

In lllumina Cambridge Itd v MGI Tech Co., Ltd and Others [2021] HKCFI
3264, the Plaintiff claimed against the Defendants on the ground that the
Defendants’ products and services (the “Products and Services™) infringed
the Plaintiff’s Hong Kong patent (the “Patent™). The Court of First Instance
rejected the Plaintiff’s application to disallow the Defendants from continuing
with the transhipment of the Products and Services to their overseas
customers (“Overseas Customers™) pending trial and seek disclosure of the
customers and suppliers of the Defendants.

Facts

The Plaintiff and the Defendants (who are members of the BGI Group) are
the major players in the genetics sequencing industry. The Products and
Services are manufactured by the BGI Group in mainland China, the majority
of which are sold and supplied to the Overseas Customers through the Hong
Kong airport. The Defendants had been engaging in these transhipment
activities (the “Transhipment Activities”) for at least 2 to 3 years prior to the
Plaintiff’s application and subsequent approval for the Patent.

The Plaintiff applied to the court for interlocutory reliefs, including an
interlocutory injunction against the Defendants pending trial of the action.
The Defendants were ordered by the court to give various interim
undertakings in relation to the Products and Services as set out below:

1. the Defendants may sell or supply the Products and Services to their
existing Hong Kong customers for the purpose of replacement or (with
the Plaintiff’s consent or the court’s approval) increasing capacity up to
certain limits;

2. the Defendants may sell or supply the Products and Services to the
Overseas Customers for use outside Hong Kong, provided that such
unit(s) is to be imported for this purpose, and they would only do so for
transit and remain sealed in their containers; and

3. the Defendants would procure the maintenance of full and proper
existing records in relation to the dealings in or with the Products and
Services, and the keeping of such records for such future dealings.




Notably, the Plaintiff has successfully claimed against some of the corporate
entities within the BGI Group for infringement of the European patent (the
“European Patent”) of the Patent in various jurisdictions. Nevertheless, the
validity of the European Patent is also under challenge before the European
Patent Office at the moment.

Application of the Plaintiff

In the present proceedings, the Plaintiff applied to the court for, among
others, the following:

1.  tightening the restriction in the Undertakings to the effect that the
Defendants are not allowed to sell and supply the Products and Services
to the Overseas Customers by transit via Hong Kong; and

2. a disclosure order under which the Defendants would be required to
disclose the names and addresses of their customers and suppliers of the
Products and Services which have been supplied in or through Hong
Kong.

Transhipment arrangement

The main issue is whether the Defendants should be allowed to continue with
the Transhipment Activities in relation to the Products and Services pending
trial. It is agreed by the parties that there are serious issues to be tried in
respect of the Plaintiff’s claim, and given the complexity of this case, the
parties should not go into the merits of the parties’ arguments on patent
infringement at this stage.

The Plaintiff argued that it will suffer irreparable harm if the Defendants are
allowed to carry on with the Transhipment Activities, including the
following:

1. damages would be insufficient to compensate the Plaintiff for the loss of
sales to its overseas customers and reputational loss in the event that the
Plaintiff’s claim succeeds;

2. the sale and supply of the Products and Services by the Defendants
pending trial would lead to irreversible price erosion on the Plaintiff’s
products, and the Plaintiff will face the risks of damaging customer
relationship and goodwill if it seeks to restore the price of its products
to the current level;




3.  the Plaintiff’s customers would lose confidence and trust in the Plaintiff
for failure to prevent the Defendants from selling or supplying the
Products and Services; and

4.  the Transhipment Activities will bolster the Defendants’ portfolio as it
suggests to the Defendants’ customers that the Defendants have
networks and service centres in Hong Kong.

On the other hand, the Defendants argue that they will fall victim to
irreparable damage if they are not allowed to carry on with the Transhipment
Activities, including:

1. some of the customer contracts between the Defendants and their
customers explicitly require the Products to be shipped by transit via
Hong Kong;

2. the prohibition of the Transhipment Activities would seriously disrupt
the logistic arrangements of the shipment of the Products and Services
to the Overseas Customers, especially given that this logistic
arrangement has become the most important route for the Defendants’
business; and

3. the Defendants would suffer irreparable loss of sales, customers and
reputation if the Transhipment Activities are prohibited pending trial.

Upon hearing both sides’ submissions, the court has come to the conclusion
that the risk of damage to either party is comparable, and the court should
maintain the status quo as it existed prior to the commencement of the
proceedings. After all, since both parties face difficulties in quantifying their
potential loses, the loss of revenue should be treated as a neutral factor. In
addition, the court took into consideration the fact that the Patent was
registered only in August 2020 and the Transhipment Activities had been
ongoing even prior to the Plaintiff’s application for the Patent, which renders
it unfair to the Defendants to prohibit the Transhipment Activities pending
trial.

The court also found the Plaintiff’s concern about loss of customers’
confidence to be unnecessary, as the court has already imposed necessary
measures to restrain the Defendants from expanding their business in and
through Hong Kong pending trial. For instance, the Defendants already
undertook to sell or supply the Products and Services to their existing Hong
Kong customers only for the purpose of replacement and it would need the
approval from the court to expand the scale of the Transhipment Activities.




Disclosure of the Defendants’ suppliers and customers

The Plaintiff also applied for a disclosure order to compel the Defendants to
disclose the names and addresses of their customers and suppliers of the
Products and Services which have been supplied in or through Hong Kong.
The Plaintiff sought to justify the disclosure order on the basis that, among
others, the disclosure would enable the Plaintiff to put the Defendants’
customers on notice about their potential patent infringement, and that the
Plaintiff would claim against the Defendants’ customers who are aware of the
patent infringement but nevertheless resell or transfer the Products and
Services.

At the outset, the court reiterated the importance of exercising caution in
making a disclosure order. In particular, the court is of the view that the
identity of the Defendants’ customers would be unhelpful to establish the
Plaintiff’s case on liability and thus irrelevant, and would only become
relevant in assessing damages should the Plaintiff succeeds. Further, given
that the parties are the major participants and competitors in the genetics
sequencing industry, the Defendants have a legitimate concern that upon
disclosure, the Plaintiff would use the information in a way prejudicial to
their business even if the Plaintiff’s claim is ultimately rejected.

Lastly, disclosure is not necessary to put the Defendants’ customers on notice
of the patent proceedings, as the Defendants are willing to undertake to
notify their customers of the existing legal proceedings. As such, the court
rejected the Plaintiff’s application for disclosure.

Conclusion

In deciding whether to grant interim measures in a patent infringement case,
the court would consider the potential losses that would be caused to the
respective parties. In so doing, the court is essentially carrying out a balancing
exercise in relation to the parties’ interests. Where the risk of damage and
loss to both parties appears to be comparable and it is difficult to quantify the
respective losses, the court would be inclined to maintain the status quo as it
existed prior to the commencement of the proceedings.




Chapter 4: Trade mark




4.1 Introduction

Brand name is among the most important intangible assets of an enterprise.
“Apple”, “Google” and “Microsoft” are three of the most valuable brand
names in the world, reportedly worth over USD75 billion each. A business
corporation should have the basic understanding of what constitutes a trade
mark and how to effectively enforce its trade mark rights, in order to capture
this valuable intellectual property and avoid legal dispute. This section will
give a brief account of the trade mark system in Hong Kong, and the tips in
obtaining an effective protection.

Fact sheet of Hong Kong trade mark

Governing Ordinance
Filing System

Territorial protection

Filing in series

Classes

Filing in multiple
classes

Trade Marks Ordinance (Cap. 559)
First-to-use!

Protection restricted to Hong Kong only.
Registered mark in China, Taiwan, Macau and
other jurisdictions has no protection in Hong

Kong.

Available, maximum 4 marks in a series in an
application

(Marks in series should be very similar to each
other and can only differ as to minor matters of a
non-distinctive character.)

1-45 (NICE classification applicable)

Yes

1

However, it is prudent to obtain trade mark registration which gives the registrant exclusive

right to use a trade mark and priority over subsequent trade mark applications.




Official fee

Power of Attorney

Period of priority
claim

Protection period

Examination on
absolute grounds

Examination on
relative grounds

Opposition period

Use requirement

Assignment | License

Collective mark

Certification mark

Defensive mark

Non-traditional mark

HK$2,000 for first class;
HK$1,000 for each additional class
Not required

6 months, no certified prior application
document required

10 years from application date, renewable

Yes
Yes
3 months from the date of publication, before

registration

Subject to revocation if mark not being used for
a continuous period of at least 3 years

Assignment/license ineffective against bona fide
third party until recordal

Yes

Yes

Yes

Sound, colour composition, smell, shape of
goods are registrable subject to whether mark is

“graphically representable”, sufficiently
distinctive and not exclusively descriptive.




Why are trade mark registrations in Hong Kong important?

Hong Kong is known as the shopping paradise and a trend-setting city for
fashions, luxury goods and technology gadgets. Consumers from mainland
China and overseas come to Hong Kong to look for the newest release from
the fashion brands and the most updated products in the industry. Consumers
are confident in the products sold in Hong Kong being genuine products and
sold at a reasonable price.
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Brand names are protected by the Trade Marks Ordinance (Cap. 559) if they
are registered as trade marks in Hong Kong. Owners of registered trade
marks can prevent unauthorized parties from selling or dealing with goods
using their trade marks. Brand name owners may obtain injunction from
Court to restrain the unauthorized use of the registered trade marks and claim
damages. They may also require the Hong Kong Customs and Excise
Department to take raid action against the infringing activities in relation to
the registered trade marks.

To be able to enforce the above rights in Hong Kong, the brand name owners

have to register their brand names and/or signs used to distinguish their goods
or services as trade marks in Hong Kong.




4.2 Registrability of trade mark in Hong Kong

What is the definition of trade mark in Hong Kong?

Any sign which is capable of distinguishing the goods or services from one
provider to another, and is capable of represented graphically is registrable as
trade marks in Hong Kong.

What types of trade marks are registrable?

The most common trade marks consist of words, names, logos, letters,
numerals, characters (for example Chinese, Japanese, Korean characters) and
colours. Some uncommon types of trade marks are sounds, smells and the
shape of goods (3-dimensional marks) or their packaging, which require
specific requirements to be fulfilled for registration.

What marks are not registrable in Hong Kong?
1. Non-distinctive mark
The most commonly rejected non-distinctive marks are those which are:
a. ordinary names for the goods or services (for example “Marker”
for pen);

b. highly descriptive terms on the goods or services (for example
“Fresh & Clean” for detergent);

c. common terms used in the industry (for example “Network” for
computer goods);

d. laudatory words or slogans (such as “Purewater” and “The best
drinks on earth” for distilled water).

Solution

The only exception is that the applicant can provide evidence to support that
the mark has acquired distinctiveness through long period of use before the
date of application. Such evidence should be provided in the form of a
statutory declaration. The average period suffice to support acquired
distinctiveness is 5 years.

A coined mark, that is, a new word created by the applicant, is more likely to
be considered distinctive and can usually avoid being rejected by this ground.




2. Mere geographical origin

Mere geographical origin is not registrable as trade mark in Hong Kong.

Solution

A mark containing a distinctive element in addition to the geographical origin
is generally registrable in Hong Kong, subject to the requirement to disclaim
the exclusive use of words which indicate such geographical origin.

3. Mark identical or similar to mark(s) registered

An examiner conducts search not only in class(es) being applied for, but also
related classes, to check if identical or similar marks have been registered. It
is therefore a good practice to conduct a trade mark search before filing an
application.

Solution

The Trade Marks Registry will allow registration if the applicant can provide
a valid and applicable consent signed by the owner of the cited mark.

Alternatively, the applicant may file evidence to show that there has been
honest concurrent use of the mark in Hong Kong before the date of
application. Such evidence should be provided in the form of a statutory
declaration.

Other potential solutions include an application for revocation of the cited
mark, an application for a declaration of invalidity against the same, an
assignment of the cited mark to the applicant, and/or a request for
amendment of the representation and/or the specification of goods and
services in the application.

Classification

Trade marks are registered in different classes (for example clothing, toys,
watches, insurance etc.) depending on the goods or services the marks are
used for. Usually a brand name will cover not only products or services
concerned but also related products and/or services which span over more
than one class. Some goods are not so obvious as to which class(es) they belong
to. The applicant should carefully select the relevant classes when filing
application in order to obtain sufficient scope of protection.




It should be noted that even a mark has been registered by another party, it
may not affect your registration if your mark is not applied in the same class
and related classes.

Trade mark in Chinese character

Since over 95% of Hong Kong consumers (including tourists from Mainland
China) use and speak Chinese, it is very likely that a trade mark will be
referred to in Chinese by consumers. If a mark is in English or other
languages, it is important to also register the mark by its transliteration or
translation in Chinese characters as its official mark in Chinese, and use that
Chinese mark in trade. Such registration in Chinese will secure the ownership
of the official brand name in Chinese for the owner and prevent it to be
registered by another party or the public arbitrarily assigns a Chinese mark
to the brand.

As the Chinese in the mainland China use simplified Chinese characters and
local Hong Kong consumers use standard Chinese characters, it is suggested
that the Chinese mark should be registered in both simplified and standard
Chinese characters in a series of two marks in one application.
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4.3 Trade mark protection in Hong Kong

What are the rights of a trade mark owner?

A trade mark owner has the exclusive right to use the registered trade mark
in the course of trade or business. He has the right to take legal action under
the Trade Marks Ordinance against any infringing or unauthorized use of his

trade mark.

What constitutes infringement of a registered trade mark?

The unauthorized use of any mark similar or identical to a registered trade
mark in the course of trade or business on identical or similar goods or
services registered under the registered mark, and which causes confusion to
the consumers (in the case of similar marks or similar goods / services only),

constitutes trade mark infringement.

The above use includes, among others:-

N »n oW

applying the mark to goods or their packaging;
offering goods for sale under the mark;

putting goods on the market under the mark;
stocking goods under the mark for sale;

supplying services under the mark;

importing or exporting goods under the mark; and

using the mark on business papers or in advertising.

What remedies are available for trade mark infringement?
The registered trade mark owner is entitled to the following relief: -

Ll

damages;
account of profits;
injunction;

delivery up of infringing goods.




4.4 The international trade mark registration regime

The Trade Marks (Amendment) Ordinance 2020 (the “Amendment
Ordinance™) was gazetted and became effective on 19 June 2020 (except for
Section 5 and Part 4 of the Amendment Ordinance which shall come into
operation on a day to be further appointed by the Secretary for Commerce
and Economic Development). The Amendment Ordinance is long-awaited as
it allows the application of the Protocol Relating to the Madrid Agreement
Concerning the International Registration of Marks (the “Madrid Protocol”)
in Hong Kong. In this article, we will walk you through the major
amendments and the implication to the local intellectual property regime
brought by the Amendment Ordinance.

Major amendments to the existing Trade Marks Ordinance
Application of Madrid Protocol in Hong Kong

The Amendment Ordinance added a new Part XA concerning the
international registration of trade marks under the Madrid Protocol to the
existing Trade Marks Ordinance (the “Existing Ordinance”) which allows the
Registrar of Trade Marks to make rules to:-

1.  give effect in Hong Kong to the provisions of the Madrid Protocol;

2. provide for matters relating to international application including
procedure for making or dealing with the application; and

3.  provide for matters relating to:

a. international designation (HK) (request made under the Madrid
Protocol for extension to Hong Kong of the protection resulting
from the international registration of a trade mark) (“International
Designation (HK)”); and

b. protected international trade mark (HK) (trade mark on which
protection resulting from international registration of the mark is
conferred in Hong Kong),

including the procedure for dealing with the International Designation
(HK) such as the examination of the designation and the communication
of information to the International Bureau of the World Intellectual
Property Organization (“International Bureau™), etc.




The HKSAR Government is currently pressing ahead with the relevant
preparatory work for the implementation of the Madrid Protocol in Hong
Kong, namely preparing the relevant subsidiary legislations to provide for the
procedural details of the application of the Madrid Protocol in Hong Kong,
setting up a dedicated information technology system for facilitating the
application of the Madrid Protocol and obtaining the agreement by the
Central People's Government concerning the application of the Madrid
Protocol in Hong Kong. The Government targets to implement the Madrid
Protocol in Hong Kong as soon as possible.

Enforcement

The Amendment Ordinance also added a new Part XIIA to the Existing
Ordinance which confers powers on the Customs and Excise Department to
enforce certain criminal provisions of the Amendment Ordinance.
Enforcement officers comprising members of the Customs and Excise Service
or other officers appointed pursuant to the Amendment Ordinance who have
power to (i) investigate offences under the Existing Ordinance, (ii) have the
power to enter and search a place with warrant, and (iii) stop, search, arrest
and detain whoever an enforcement officer reasonably suspects to have
committed an offence under the Existing Ordinance. Because of the
application of the Madrid Protocol, the Amendment Ordinance also
incorporated the concept of co-operation among international enforcement
authorities into the Existing Ordinance.

Other practical matters

There are also various technical amendments to the provisions of the Existing
Ordinance for enhancing Hong Kong's trade mark application and
registration system. Brief details of the technical and miscellaneous
amendments could be found at the FAQs published by the Intellectual
Property Department.

Implication of the Amendment Ordinance

The Amendment Ordinance provides a legal basis in Hong Kong to
implement the Madrid Protocol which is a key measure to enhance our local
intellectual property regime by largely simplifying the registration process for
trade mark owners. The Madrid Protocol currently has 106 contracting
parties including major trading partners of Hong Kong and allows trade mark
owners to apply for trade mark registration in the register of the International
Bureau, and to seek extension of protection of trade marks in multiple




jurisdictions by a one-stop application process. By introducing the
application of the Madrid Protocol to Hong Kong, owners of international
trade marks will no longer have to file applications in each jurisdiction
separately. It is expected that the international registration system under the
Madrid Protocol will be implemented in Hong Kong in the next few years.

Conclusion

The enactment of the Amendment Ordinance is a major breakthrough to the
local trade mark regime and allows a more efficient and cost-effective
registration of international trade marks once the implementation of the
Madrid Protocol is ready. Trade mark owners will undoubtedly benefit from
the one-stop application process when the Madrid Protocol is applied in Hong
Kong. We will come back and write further on this issue once the subsidiary
legislations and rules concerning the implementation of the Madrid Protocol
in Hong Kong are enacted.




4.5 Squatters and trade marks

Trade mark squatting

Trade mark squatting is getting more and more common in Hong Kong.
Squatters usually identify trade marks of upcoming brands in Europe and US
which have not become popular in Hong Kong, and register the marks for
selling to brand name owners at exorbitant prices. Recently, PRC famous
marks are also the target of trade mark squatters. An early registration of
trade mark by the brand owner is the most effective way to protect its mark
from trade mark squatting.

Company name squatting

It is relatively easy to register a company in Hong Kong. In order to allow
companies to be incorporated efficiently, the Hong Kong Companies Registry
only conducts search for “identical” company names in the Companies
Register and rejects such names, and does not conduct any trade mark search
or require any proof of trade mark registration in relation to the company
name. It is easy for anyone to register a company name consisting of a famous
brand, and it is up to the brand owner to take any necessary action.

In the case of such bad faith registration
of company name, the Hong Kong trade
mark registration will be the prima facie
evidence that the brand owner is the trade
mark owner in Hong Kong. The brand
name owner may rely on its registered
trade mark to take Court action against
such misuse of the brand name in
company name and obtain an injunction.
Without the trade mark registration, the
brand name owner can only rely on
passing off as cause of action, which
requires proof of its goodwill in Hong Kong. It will not be easy to fulfil such
requirement if the brand is still relatively new in Hong Kong.
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Further, within 12 months after the incorporation or the change of the
company name of a Hong Kong company, the Registrar of Companies of
Hong Kong may direct that company to change its name(s), on the ground
that such name(s) is/are too like the name of a company in the Index of
Companies. If a brand name owner has set up an associated company in Hong




Kong (but not elsewhere), it may file a complaint with the Companies
Registry within 11 months after the bad faith incorporation of company or
change of company name.

For more discussion on tackling shadow companies, please refer to Chapter
8.2 Shadow company.

Domain name squatting

Domain name registration is another popular area for squatting. Dispute in
relation to this kind of domain name registration in bad faith can be
effectively dealt with by arbitration. What the arbitrator looks for in the first
place is whether the disputed keyword in the domain name has been
registered as a trade mark which shows that the claimant has proprietary
interests in the domain name. A trade mark registered owner can effectively
rely on its trade mark registration to demand the domain name squatter to
transfer or deregister the domain name which has been registered in bad faith.

Un-registered trade marks

If the trade mark user has used the marks for a period of time without
registering the mark, it may rely on the common law rights established from
its use to deter others from using the mark in the related business. The rights
owner will need to provide extensive evidence to show the Court that
sufficient goodwill has been acquired through its use and cannot rely on the
Hong Kong Trade Marks Ordinance to enforce its rights due to the lack of
registration. A trade mark registration is a prima facie evidence that the
registered owner is entitled to the protection under the Hong Kong Trade
Marks Ordinance. Therefore, it is not necessary for the claimant to prove its
goodwill in Court if the trade mark has been registered.

An owner of a Hong Kong registered trade mark can prevent others from
registering an identical or similar trade mark in Hong Kong, including bad-
faith registration, as the Hong Kong Trade Marks Registry will conduct a
search for identical or similar registered trade marks as a standard procedure
before approving the registration, and reject the application if identical or
similar marks in identical and/or similar classes are located. Unregistered
trade marks are not within the scope of its search. The rights owner can lodge
opposition to prevent registration of such marks when an application is being
made for registration.

4.6 Search and registration requirements




Search

A trade mark search can be conducted to check whether any marks identical
or similar to the proposed mark in identical and/or similar classes have been
registered to assess the chance of successful registration, before filing an
application which will incur application and official fee. Applicants should
also seek legal opinion on inherent registrability of the mark with the search
result. As such, a trade mark search can save an applicant unnecessary
application and official fee if the trade mark is likely to be refused. The
applicant may then amend the mark or choose another mark to avoid being
similar to other existing registered trade marks or avoid objection on the basis
of inherent registrability.

Particulars of the applicant

The applicant may be an individual or company. The applicant should provide
its name and address in Chinese or English, and a copy of the Certificate of
Incorporation or Business Registration Record (for company), the Hong
Kong Identity Card (for Hong Kong citizen), or the Passport (for overseas
citizen) for verification.

Trade mark

The applicant should provide a soft copy of the mark if it includes any logo
or graphic design or if the mark is stylised.




Class and specification of goods / services

The applicant should provide a list of the goods |/ services currently or
anticipated to be sold/provided under the mark for the determination of
classes and drafting of the specification of goods | services. In many
circumstances, the mark should be registered in more than one class of goods,
or also in the classes of services (for example retail services) in order to obtain
a full protection. It is recommended to provide the applicant’s website or
brochure for legal advisers to ascertain the classes and draft the specification
of goods | services.

Application procedure

It generally takes about 6 months to 1 year from filing application to obtaining
the trade mark certificate for a smooth application. An application may be
rejected by the Examiner during the examination (by way of office action).
The applicant will then have 6 months to file a response to the office action
to convince the Examiner that the mark should be allowed for registration.
An application may also be opposed by any third party during the 3-month
opposition period after the Examiner’s approval and the publication by the
Trade Marks Registry. If the mark is opposed, the application will enter into
opposition proceedings and subject to the outcome of the opposition.

The following flowchart summarizes the application procedure and the
estimated time frame:-
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4.7 Claiming priority

What is claiming priority?

Within 6 months from the first filing date of a trade mark application in any
countries which is a member of the Paris Convention, the applicant may file
a subsequent trade mark application in another member state of the Paris
Convention, claiming the earlier filing date as the application date for the
subsequent application, for the same mark and same goods and/or services.

What is the advantage?

The advantage is that when the Examiner searches for similar and identical
marks, only the marks registered before the earlier application date will be
cited for rejection. In other words, any marks filed by another party between
the earlier filing date and the actual filing date of the present application will
not be cited against the present application.

Since an applicant may not be able to register the trade mark in all countries
at the same time, claiming priority provides a way against bad faith
registration which targets at up-and-coming brand names with business
potential. Where applicable, it is recommended to claim priority when
securing trade mark registration.

What is required for claiming priority?

For claiming conventional priority in a Hong Kong trade mark application,
we need to know the filing date, the country, and the application number of
the earlier application, and a copy of the earlier application document or filing
receipt for verification.

International trade mark registration

Trade mark registration is territorial. In other words, a trade mark has to be
registered in each country you seek protection in. There is no single trade
mark registration which can cover all the countries in the world. However,
there are two distinct trade mark systems, the European Union Trade Mark
(EUTM) system and the Madrid system, which make it easier for an applicant
to register a mark in various countries.




European union trade mark (EUTM) system
What is EUTM?

The European Union Trade Mark system is managed by European Union
Intellectual Property Office (“EUIPO”) and allows a single application to
cover 28 countries of the European Union (EU) including Austria, Benelux
(Belgium, the Netherlands and Luxembourg), Bulgaria, Croatia, Cyprus, the
Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece,
Hungary, Ireland, Italy, Latvia, Lithuania, Malta, Poland, Portugal, Romania,
Slovakia, Slovenia, Spain, Sweden and the United Kingdom. There is only a
single examination by EUIPO on the inherent registrability of the mark.
Once approved, the mark will be open to opposition for 3 months. A
registration automatically covers all the said 28 EU countries.

What is the advantage of EUTM?

EUTM is a relatively economical way to register trade mark in the EU
countries, when compared to filing separate application in each EU country.
In term of costs, it is recommended to apply for EUTM registration if the
applicant will apply for 3 or more EU countries.

What is the disadvantage of EUTM?

The main disadvantage is that if the mark is being successfully opposed by a
trade mark owner in any of the 28 countries, the whole application will fail
(however, it is possible to convert into national applications). The EUTM
registration is a unified right throughout all 28 EU countries, and cannot be
elected to cover only some of the countries.

Madrid trade mark system
What is Madrid System?

The Madrid Trade Mark System is managed by the World Intellectual
Property Office (“WIPO”) and operated under the Madrid Agreement and
the Madrid Protocol. The applicant has to be a national of, domiciled in or
has a real and effective industrial or commercial establishment in a contracting
state. The Madrid application will base on the home trade mark application
or registration of the applicant. Most countries are now contracting parties
of Madrid Agreement and/or Madrid Protocol. Currently, for example, Hong
Kong, Macau, Taiwan, Thailand and Canada are still not parties to the Madrid
System.




What is the advantage of Madrid System?

Trade mark application through the Madrid System is a relatively economical
way to register trade mark in the Madrid countries, compared to filing
separate application in each corresponding country.

What is the disadvantage of Madrid System?

In the first 5 years, the validity of subsequent designations in the Madrid
countries depend on the home registration. In other words, if the home
registration is invalidated, the registrations in the other Madrid countries will
fail as well, except in some cases, the Madrid registration in subsequently
designated countries may be transformed to national registrations. As Hong
Kong is not yet a party to the Madrid Agreement or the Madrid Protocol,
Madrid System is generally not applicable to a Hong Kong individual or
company. However, the Hong Kong Government is currently proposing to
adopt the Madrid system, with tentative timetable of application of the
Madrid Protocol in Hong Kong in 2019 at the earliest.

US trade mark registration

As US is one of the largest markets in the world, it is recommended to
consider US as a country for obtaining trade mark protection. It is worth
noting that the US Patent and Trademark Office (“USPTO”) requires that
the applicant to file a Declaration of Use of the mark in the US before it will
complete the registration. In other words, the applicant has to have the mark
actually used in the trade on the goods / services applied for registration
before the USPTO will grant the registration. However, the applicant may file
request for time extension for up to 3 years for filing such Declaration.




China trade mark registration

The trade mark registration of China is completely independent from the
Hong Kong trade mark registration. In other words, a Hong Kong registered
mark (not registered in the PRC) is not entitled to protection in China and
vice versa. A separate application must be filed in China to obtain trade mark
protection in China. Bad-faith trade mark registration is a serious issue in
China as China adopts “first-to-file” regime. The unregistered trade mark
will receive no protection until it is officially registered. It is recommended to
always conduct a search before filing application, and right owners should file
application for famous or emerging brand names as soon as possible. For a
trade mark in English or other non-Chinese language, it is also recommended
to file a corresponding trade mark in Chinese to protect its name in Chinese,
before someone else registers it to take advantage.




4.8 Trade mark opposition and invalidation

What are opposition and invalidation?

Once a trade mark application is approved by the Hong Kong Trade Marks
Registry, the application will be published on the Hong Kong Intellectual
Property Journal. Any party may file an opposition of the application within
3 months from the publication date. If no opposition or extension of time for
filing a notice of opposition is filed, the mark will be successfully registered.

Even after the 3-month opposition period, a registered trade mark may still
be invalidated subsequently. Some of the grounds applicable for opposition
can be applied in invalidation.

If the applicant chooses not to defend the opposition, the application for
registration shall be treated as withdrawn.

What are the usual grounds for opposition (and invalidation)?
Similar to earlier registered trade mark

The Opponent should have an earlier identical or similar Hong Kong
registered mark registered in identical or similar goods |/ services as those
applied for under the subject mark, and it has to prove that the subject mark
is likely to cause confusion to the consumers. If the goods / services registered
by the Opponent are very different from the goods / services under the subject
mark, the Opponent has to further prove that its mark is a well-known trade
mark in Hong Kong.

Passing off

If the Opponent does not have an earlier registered mark in Hong Kong, but
has used its mark in business in Hong Kong to certain extent, it may allege
that the use of the subject mark will constitute passing off against its goods /
services. The Opponent will need to prove its mark has sufficient goodwill in
Hong Kong, the use of the subject mark constitutes misrepresentation and
that there is damage to goodwill.

Bad faith application

There are more and more trade mark applications in Hong Kong for some
famous (or to-be-famous) brand names in the PRC or overseas filed by some




unrelated parties with a view to gain advantages from the genuine trade mark
owners.

Usually it is required to establish that the applicant is aware of the
Opponent’s mark before filing the application. The requirement is that the
application would be considered a dishonest act under the standards of
acceptable commercial behaviour observed by reasonable and experienced
business men.

It is advisable that a trade mark owner of famous mark in the PRC or overseas
also files trade mark application in Hong Kong to protect its mark from bad-
faith application.

Non-use

A Hong Kong trade mark may be revoked if it has not been put into genuine
use in Hong Kong for a continuous period of at least 3 years.

Generic names

The trade mark owner should prevent the use of its mark from being used as
a generic word. An example of such mark is “Botox” which is gradually
becoming a generic term for the Botulinum toxin preparations being used in
cosmetic procedure for removing wrinkles. Once a mark has become a generic
term in the industry, it may not be entitled trade mark protection.




4.9 What are the procedures?

Opposition procedure
Stage 1:

The Opponent files Notice of Opposition with the Opposition Grounds. The
applicant is required to file Counter-statement within 3 months. Otherwise,
the application is deemed to be abandoned by the applicant.

Stage 2:

The Opponent files evidence by way of Statutory Declaration or an affidavit
within 6 months from filing the Counter-statement by the applicant. The
applicant may file evidence by way of Statutory Declaration or an affidavit
within 6 months.

Stage 3 (optional):

The Opponent may file further evidence in reply to the applicant’s evidence
within 6 months. Either party may apply for leave to file further evidence (the
Opponent has the right to be the last to file evidence).

Stage 4:

After the evidence rounds have been completed, the case will be scheduled
for a hearing. Sometimes a counsel will be instructed to appear in the hearing
if complicated issues are involved in the case.

Invalidation procedure

The invalidation procedure is similar to that of opposition, except the case
has to proceed through stages 2 to 4 even if no Counter-statement is filed to
defend the case.

The following flowchart summarizes the opposition / invalidation procedure
and the estimated time frame: -
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(For invalidation proceedings, the words “opposition”, “opponent” and
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“applicant™ shall be replaced by “invalidation, “applicant” and “registrant”
respectively.)




4.10 Infringement and litigation

Civil action

To commence a civil action for trade mark infringement in Hong Kong, the
complainant must be able to produce the basic evidence of infringement, for
example, the infringing goods (or infringing use of mark on services) or the
related promotion materials, the receipt of such goods/ promotion materials
identifying the seller/ distributor, the date and the location of the sale or
distribution. Sometimes an investigator will be engaged to conduct the
collection of evidence.

For infringement of registered trade mark, the complainant should have a
valid registration of the trade mark covering the goods |/ services being
infringed. In most circumstances, a cease and desist letter will be sent to the
infringing party to demand the infringing activities to be ceased immediately,
and any infringing goods to be delivered up to the trade mark owner. If the
infringing activities continue, the complaint may commence court action to
obtain injunction and damages.

To support the case, a witness statement or
affirmation describing the infringing activities, in
particular, the purchase of the infringing goods by
the trade mark owner has to be produced. The
trade mark owner should keep detailed records of
the purchase of the infringing goods. In addition to
damages or account of profits, costs incurred in the
WA D s legal proceedings can be claimed against the
infringing party.

Criminal action

The complainant may also report to the Hong Kong Customs and Excise
Department to request a raid action against the infringing party. The Customs
may initiate criminal proceedings against the infringing party. However, the
burden of proof is of a much higher standard compared to that of a civil
action. Upon receiving the complaint, the Customs officers will conduct
investigation and evaluate the case to determine whether to conduct any raid
action. The pursuit of criminal action will highly depend on the evidence
collected during the raid action.




Chapter 5: Discussion of trade mark issues




5.1 A glimpse of hearing at the Trade Marks Registry

Whilst trade mark infringement and passing-off are common areas of dispute
in the courts in Hong Kong nowadays, contentious matters arising from or in
connection with trade mark registration, such as opposition to registration,
request for a declaration of invalidity in respect of a registered trade mark
which did not qualify for registration and should have been refused in the first
place, or request for revocation of a registered trade mark, etc., appear to be
increasingly popular.

As such, this section highlights the common major procedural issues in
relation to conducting a hearing at the Trade Marks Registry (the “Registry”)
which should not be overlooked.

Lodging an application

Taking registration of a trade mark as an example, once the Registry receives
an application for registration and after the necessary examination process is
completed, the subject trade mark will be published on the Hong Kong
Intellectual Property Journal, which is an official journal about intellectual
property updates publicly available on the website of the Intellectual
Property Department. The general public is therefore able to freely access
and consider the subject trade mark on the internet anytime.

Any party who intends to oppose an application for registration of trade mark
may consider filing an opposition notice within 3 months after the date of its
publication. Upon receiving an opposition, the applicant may choose to either
withdraw the application or respond to the opposition by filing a counter-
statement. The parties are further allowed to lodge with the Registrar their
respective evidence in support, which should be in the form of a statutory
declaration or an affidavit. Thereafter, the hearing officer of the Registry will
fix the date, time and place for a hearing and give notice of the same to the
parties.

Appearance at the hearing

A hearing held by the Registry is open to the public. Procedurally, any party
who intends to appear at the hearing is required to file a notice of his intention
to appear within 14 days after the date of the notice having been sent. If the
applicant intends to appear at the hearing and make oral submissions to
dispute the opposition, he must file notice of his intention to appear. In the
event that the applicant is not available to attend the hearing originally fixed




by the Registrar, he must set out in the notice his proposed date, time and
place for holding the adjourned hearing. Nevertheless, the Registrar would
only appoint a new date for the hearing if he considers the adjournment
request to be reasonable.

To facilitate the conduct of the hearing, upon receipt of the parties’ notices
of intention to appear, the Registrar may order the parties to participate in a
“pre-hearing review” whereby the Registrar would give directions. In this
regard, it is important to note that whilst evidence in support of the parties’
respective case should be lodged by way of statutory declaration and/or
affidavit, any party who would like to adduce oral evidence in addition to or
to cross-examine any person who has filed his statutory declaration should
notify the Registrar and the other side as soon as possible after the hearing
date is notified. It however remains at the Registrar’s discretion whether oral
evidence and/or cross-examination would be allowed at the hearing,

Before the hearing, each party would have to file with the Registry and serve
to the other side written skeleton submissions and a bundle of authorities at
least three clear days before the hearing. There is no restriction on the right
of audience for main and/or interlocutory hearings before the hearing officer
acting on behalf of the Registrar. In another word, each party may make
submissions on their own or send their legal representatives to attend the
hearings.

In respect of the conduct at the hearing, whilst the ultimate burden of
proving that a particular trade mark should be accepted for registration lies
with the applicant, the burden of proof in opposing a trade mark to be
registered would in turn lie on the opponent. As such, it is for the opposing
party to demonstrate why the trade mark should not be registered. In terms
of the sequences of making legal submissions, it would therefore start with
the opponent, followed by the applicant who would be allowed to address the
matters raised by the opponent. Nevertheless, similar to civil actions in court,
the opposing party would have the last word by way of reply. At the end of
the hearing, the hearing officer usually reserves his/her decision and parties
should expect to wait for a few months to receive a written decision from the
Registry.

It is also possible to have an opposition decide without an oral hearing, for

example neither party files any notice of intention to appear at a hearing. In
these circumstances, the hearing officer will decide the matter based on the




evidence that is on file, including any written submissions, and will issue a
written decision to both parties.

For members of public who are interested to attend any of the hearing listed
in the schedule of main hearings / interlocutory hearings by the Registry, it is
worth noted that they are required to call the registry hotline (852) 2961 6901
to register the number of proposed attendees at least five days before the date
of the hearing.

Decision and appeal

After the Registrar has made his decision, a notice would be sent to each party
informing them of the same. An award of costs will generally be made in
favour of the successful party. Interestingly, whilst a statement of the reasons
for the decision is not an item that must be incorporated in the decision, it
now becomes a practice for hearing officer handing down written decisions
setting out their reasons in opposition cases before the Registrar. If reasons
for the decision are not given to the parties, each party requiring the same
may need to make a request to the Registrar.

In the event that a party intends to appeal against the Registrar’s decision to
the Court of First Instance of the High Court, a notice of appeal should be
filed within 28 days from the date of the decision.

Remarks

Whilst the procedural rules concerning a hearing held by the Registry are not
less complicated compared to a civil action at the High Court, it is worth
mentioning that raising opposition to trade mark registration is obviously
much more cost efficient than making an application to obtain relief against
the same at the court should the latter matures to registration. Nevertheless,
it is crucial to comply with the relevant prescribed time period for making the
relevant submissions and filing the notice with the Registrar, as failing to do
so may render a challenge made at the Registry being out of time. As such,
persons who intend to or are required to participate in a hearing held by the
Registry concerning contentious matters arising from trade mark registration
should bear in mind that legal advice should be sought to ensure both the
procedural rules and the substantive legal issues are properly handled without
delay.




5.2 The Madrid System implemented in Hong Kong in 2019

The trade mark registration system in Hong Kong and most other
jurisdictions only confers territorial protection. For instance, a Hong Kong-
registered trade mark (other than a well-known trade mark) will not be
afforded protection in Taiwan to the same extent as trade marks registered
there. In order to have its trade mark rights comprehensively protected, it is
most often recommended for a trade mark owner to apply for registration in
every jurisdiction where its business interests lie or could potentially lie.
International registration through the Madrid System is a means designed to
facilitate such multi-jurisdictional trade mark registration.

Following a consultation exercise conducted by the Intellectual Property
Department of Hong Kong (the “IPD”) (which ended in February 2015) on
the proposed application of the Madrid Protocol to Hong Kong, the IPD has
announced to implement the Madrid Protocol to Hong Kong in 2019 the
earliest.

Significance of the Madrid Protocol

The Madrid Protocol is an international agreement administered by the
World Intellectual Property Organisation (the “WIPO”) that allows an
applicant to file for international registration of trade marks to the WIPO via
the trade mark office where the basic registration is held (i.e. the domestic
office, or office of origin). The applicant can designate multiple contracting
parties (currently, there are 98 contracting parties to the Madrid Protocol,
including China, the European Union, the United States, Japan, South Korea,
Singapore etc.) in which protection is sought for his/her international
application. This means that an applicant can register a trade mark in multiple
countries by filing a single international application, and by paying one set of
fees. After registration, the owner enjoys the convenience of managing
his/her trade mark portfolio in different designated territories through a
single procedure with the WIPQO. This contrasts with the traditional system,
which requires an applicant to register separately in every jurisdiction where
he/she wishes to obtain protection for a trade mark.

It is hope that after the implementation of the Madrid Protocol to Hong Kong,
a more efficient and cost-effective one-stop services in obtaining and
managing registration of trade marks can be provided to local and
international businesses.




Procedural steps
Application to the Office of Origin and its certification

To qualify for the Madrid System, an applicant must file its international
application to the Office of Origin (the Trade Marks Registry in Hong Kong
(the “Registry”)) on the prescribed form and specify the jurisdictions to
which the protection is sought therein. The Office of Origin will proceed to
certify that the particulars appearing in the international application
correspond to the particulars appearing, at the time of certification, in the
domestic application or registration. The Office of Origin will then send the
international application to the International Bureau (the “IB”) of the World
Intellectual Property Organisation (the “WIPO”) for its formalities check.

Formalities check by the IB

The IB will check that the international application complies with the
requirements of the Madrid Agreement and/or the Madrid Protocol and any
other applicable provisions. If the IB finds irregularities in the international
application, both the applicant and the Office of Origin will be informed and
given 3 months to remedy.

Registration, publication and notification

If the IB is satisfied that all the filing requirements are met, the IB will
register the mark in the international register, notify the international
registration to the trade mark office of the designated jurisdictions, and
publish the international registration in the WIPO Gazette of International
Marks.

Substantive examination by the designated jurisdictions

The IB will notify the trade mark offices of the designated jurisdictions of
the extension of the international application to them. The offices will handle
the substantive examination in accordance with the respective local laws and
procedures. The offices have the right to refuse protection as if the mark had
been filed directly with the offices concerned.




Notification of refusal or grant of protection

Each designated jurisdiction should notify the IB of its refusal, if any, within
12 months from the date on which the trade mark offices concerned were
notified of the designation. If no refusal is notified to the IB within the
prescribed time limit or the refusal notified has been withdrawn subsequently,
the mark is protected in the designated jurisdictions as if it had been
registered by the trade mark office of those jurisdictions.

Implication for implementation of the Madrid Protocol to Hong Kong
1. For Hong Kong and Mainland China applicants

While Hong Kong enjoys a high degree of autonomy, retains its separate legal
system from the Mainland China and thus operates its own trade mark office,
Hong Kong is a part of China. The Madrid Protocol is an international
agreement restricted to states, of which the Mainland China is a contracting
party. The intended application of the Madrid Protocol by Hong Kong as a
special administrative region of the Mainland China is made possible through
some special arrangements with the WIPO.

By reasons of the above, mutual designations between the Registry of Hong
Kong and the Trade Mark Office of the Mainland China (“CTMO”) for
international applications filed by a Chinese national or a legal entity
domiciled in Hong Kong or Mainland China are not possible. An international
application based on a domestic application/registration in Hong Kong
therefore cannot be relied on under the Madrid Protocol for extending
territorial protection to the Mainland China, and vice versa.

In other words, trade mark applicants who are Chinese nationals or legal
entity domiciled in Hong Kong or the mainland China have to make separate
applications in these two places in order to obtain protection. This can limit
the convenience afforded by the Madrid Protocol to local or PRC applicants.

2. For international applicants seeking  territorial  extension
of protection of their international applications

Since there will be two designating offices in China, one is the CTMO and the
other one the Registry, international applicants will have the option of
seeking territorial extension of protection of international applications
designating both Hong Kong and the Mainland China, or one of the two
jurisdictions according to their business needs. International applicants




should pay attention that designation made only to the Mainland China will
not automatically apply to Hong Kong, and vice versa.

Tentative timetable

To implement the Madrid Protocol, the IPD will proceed to prepare
legislative proposals to amend the Trade Marks Ordinance (Cap. 559) and the
Trade Marks Rules (Cap. 559A), build a dedicated information technology
system, devise manual for processing international application and
registration etc. from 2017 to 2018. If the preparatory work runs smoothly,
the Madrid Protocol will be adopted in Hong Kong in 2019.

Conclusion

Implementing the Madrid Protocol will further enhance the competitiveness
of Hong Kong as an international business and intellectual property trading
hub. However, since local corporations or businesses cannot rely on the
Madrid Protocol to gain trade mark protection in the Mainland China, its
efficacy may be curtailed. A special arrangement between Hong Kong and the
Mainland China to facilitate reciprocal filing should be explored. Stay tuned
on further updates of the implementation details of the Madrid Protocol to
Hong Kong.




5.3 Are you allowed to mention a competitor’s registered trade mark
in comparative advertising?

It is not uncommon to see a company advertises its business by comparing its
products/services with those of its competitors (“comparative advertising™).
In fact, the use of a registered trade mark belonging to others in one’s
advertising may not necessarily constitute any trade mark infringement if
section 21 of the Trade Marks Ordinance (“Section 21”) is satisfied. The
Court of First Instance provided the public with useful guidance on the
interpretation of Section 21 in its ruling in PCCW-HKT Datacom Services
Ltd and Another v Hong Kong Broadband Network Ltd [2018] 4 HKLRD
575 (“PCCW v Hong Kong Broadband”).

Facts

The Plaintiffs hold interests in telecommunications, media, IT solutions in
Hong Kong and they are the registered proprietors of the trade marks
“HKT?”, “eye”, “PCCW?” and “SEF&BH" (“Marks™), which are registered for
a number of telecommunication and internet services provided by the
Plaintiffs (the “Plaintiffs’ Services”). The Defendant, a competitor of the
Plaintiff, carries on business in the provision of telephone and internet
services in Hong Kong.

During February to April 2015, the Defendant published advertisements
using signs identical to the Marks. The advertisements in question (the
“Advertisements”) have straplines or catchphrases which read:

1. HKT RESEFHF BHERE

2.  PCCW Home Telephone Service customers say goodbye to bloated
monthly fees!

3. PCCW Home Telephone and eye Communications Service customers
Say goodbye to bloated monthly fees

4. BHRBRREEFEKeye IF BHBISHARMRXEEEZRE
5. EMAENXEERAFPERBIIHARBMRXEELRE

It was undisputed that the Defendant had used the Marks in its
Advertisements. The Plaintiff claimed infringement of its Marks under
section 18(1) and section 18(4) of the Trade Marks Ordinance. The
Defendant invoked Section 21 which provides, inter alia, as follows:




1.  Nothing in section 18 (infringement of registered trade mark) shall be
construed as preventing the use by any person of a registered trade mark
for the purpose of identifying goods or services as those of the owner of
the registered trade mark or a licensee, but any such use which is
otherwise than in accordance with honest practices in industrial or
commercial matters shall be treated as infringing the registered trade
mark.

2. In determining for the purposes of subsection (1) whether the use is in
accordance with honest practices in industrial or commercial matters,
the court may consider such factors as it considers relevant including, in
particular, whether—

a. the use takes unfair advantage of the trade mark;

b. the use is detrimental to the distinctive character or repute of the
trade mark; or

c. the use is such as to deceive the public.

The Plaintiffs argued that the Defendant’s use of the Marks in the
Advertisements took unfair advantage of and/or was detrimental to the
repute of the Marks because it promoted the Defendant’s own services,
conveyed a message that the consumers get a better deal from the Defendant
and the capacity of the Marks to stimulate the public’s desire to subscribe to
the Plaintiffs’ Services were impaired. The Plaintiff further claims that the
use of the Marks conveyed the erroneous impression to the public that the
prices for the Plaintiffs’ Services are unduly excessive. Therefore, the
Defendant’s use of the Marks were not in accordance with honest practices
in industrial or commercial matters.

The Defendant contended that the tenor of the Advertisements was that the
Defendant’s Services were less expensive as compared to those of the
Plaintiffs. A reasonable reader of the Advertisements who was aware of the
full facts was likely to take the view that the Advertisements were in fact
honest and the representations in the Advertisements were true and not
misleading. By using the Marks to identify the Plaintiff’s Services and stating
the truth in a fair comparison as to the pricing offered, the Defendant
submitted that it did not take unfair advantage of the Plaintiffs’ Marks or
discredit the Marks.




The law

The Defendant made reference to English authorities on the English
equivalent of Section 21, and the English court explained that the primary
purpose of their equivalent of Section 21 is to permit comparative advertising
and there is no trade mark infringement unless the use of the trade mark is
not in accordance with honest practice. An objective test should be applied,
and the question is whether a reasonable reader, upon being given the full
facts, would be likely to say that the advertisement is not honest. It should be
borne in mind that average customers are used to puffery advertisements, so
if an average customer considers that the advertisement is sufficiently true in
substance then there is no reasonable likelihood of the public being misled
and the requirement of honest use of the trade mark would be satisfied
accordingly.

The Plaintiff argued that the English authorities relied on by the Defendant
should not be followed as they failed to take into account the trade mark
directives of the European Union (the “Directives”). Other English
authorities and decision which did take into account the Directives, have
established that the concept of “honest practice” constitutes a duty to act
fairly in relation to the legitimate interest of the trade mark proprietor. In
short, counsel for the Plaintiff contended that under the Directives, proper
regard must equally be given to whether “the use without due cause takes
unfair advantage of, or is detrimental to, the distinctive character or repute
of the trade mark”.

The Court held that the Hong Kong courts are not bound by the Directives
or the English decisions. Although they are relevant and helpful to the Court’s
analysis of Section 21, they include requirements and conditions that are not
specified under our own Section 21. The Court should therefore not be
introducing and enforcing the Directives through the back door, by
interpreting our own Section 21 based on the Directives. However, the Court
accepted the Plaintiff’s submission that the legitimate interests of the trade
mark proprietor have to be considered. In this regard, the Court reminded
that, in comparative advertising, it is expected that the defendant advertiser
will not present the claimant’s goods in a particularly favourable way, so the
claimant’s goods are bound to be undermined even under an objective
assessment. In other words, merely making fun of competitor’s goods or
services does not necessarily amount to trade mark infringement.




Outcome of the case

The Court was of the view that the Hong Kong public was more than used to
hyperbole and exaggeration, and the words employed by the Defendant meant
no more than ‘expensive’, albeit expressed in a sensational way and that was
usual in advertising. Further, evidence showed that the price of the Plaintiff’s
services were in fact more expensive than that of the Defendant’s. The
statements made by the Defendant in their advertisement were not
substantially misleading and they were not made in a dishonest way to deceive
the public. Even if it could be said that the Defendant took advantage of the
Plaintiff by riding on their reputation, the advantage was not an unfair one as
the message conveyed in the advertisement was substantially true.

Conclusion

The gist of the case is that comparative advertising is permitted under Section
21, and there is no trade mark infringement unless use of the trade mark is
not in accordance with honest practices. The courts will apply an objective
test to determine whether such use is honest, and whether it is protected
under Section 21. The purpose of comparative advertising is to draw
distinctions and point out differences between competitors — an average
reader would not expect an advertisement to point out the advantages of the
competitor’s goods or service and would not be misled by puffery
advertisements. In other words, using other’s trade marks in advertising and
making fun of their products or services does not necessarily lead to a
conclusion of trade mark infringement as long as the public is not misled.




5.4 Who pays the costs of implementing a website-blocking order in
the context of trade mark infringement?

On 13 June 2018, the UK Supreme Court handed down its long-awaited
judgement in Cartier International AG and others (Respondents) v British
Telecommunications Plc and Another (Appeliants). It overturned the
decisions of the lower courts and unanimously ruled that the costs of
implementing a website-blocking order in the context of trade mark
infringement should be borne by the right-holders, i.e. trade mark
proprietors instead of internet service providers (“ISPs”), which are
considered as innocent intermediaries merely providing a network which has
been abused by others.

Background

The respondents are three companies belonging to the same group designing,
manufacturing and selling luxury goods such as jewellery, watches and pens
under and by reference to well-known trade marks including Cartier,
Montblanc and IWC. The two appellants and the three other defendants in
the proceedings below are the five largest ISPs serving the UK.

The respondents sought injunctions requiring the ISPs to block or attempt to
block access to specified target websites (the “Target Websites”), their
domains and subdomains and any other IP address or URL notified to them
which enable access to a Target Website. These Target Websites were
advertising and selling counterfeit products of the respondents’ goods. It has
not been disputed that the relevant ISPs provide networks by which
subscribers access content but they do not provide or store content and thus
they do not infringe the trade marks themselves as “mere conduit” ISPs.

The lower courts granted the injunction and ordered the ISPs to pay the costs,
including the costs of implementing the website-blocking order. This is the
first case in which a website-blocking injunction has been granted to protect
a trade mark proprietor. Unlike copyrights where there is an express statutory
power to allow such orders to protect copyrights under section 97A of the
Copyright, Designs and Patents Act 1988, there is no such provision for trade
marks. The issue in the present appeal is whether the ISPs as innocent
intermediaries should have been required to bear the costs of implementing
the order for preventing the use of their facilities by wrongdoers for unlawful
purposes.




Judgment

The Supreme Court unanimously allowed the appeal concerning the costs of
complying with such order. In another word, the respondents are ordered to
indemnify the ISPs for complying with such orders.

Lord Sumption conducted a comprehensive review of the legal basis on which
website-blocking injunctions are made and concluded that: -

1.  The English courts have long history in ordering innocent parties to
assist in situations where wrongdoers are infringing the rights of others,
for example, the Norwich Pharmacal order that requires innocent
intermediaries to provide information to assist the fact-finding.

2. The incidence of compliance costs is a matter for English law, while also
bound by the broad limits set by the EU law on the power to grant relief
that any remedy shall be fair, equitable, proportionate, effective and not
be unnecessarily complicated or costly. There is nothing in current case
to suggest the compliance costs are excessive, disproportionate or such
as to impair the respondents’ practical ability to enforce their trade
marks.

3. While the respondents argue that since ISPs benefit financially from the
content available on the internet including those infringing intellectual
property rights, it is fair to make them contribute to the cost of
enforcement. This argument assumes a degree of responsibility on the
part of the intermediary which does not correspond to any legal standard.
The English law is not generally concerned with moral or commercial
responsibilities except as an arguable basis for legal ones, especially in
this case where website-blocking injunctions were sought by right-
holders for their own commercial interests. It is not justified for the
rights-holder to have anyone other than the infringers to contribute to
the cost of defending his rights. There is thus no legal basis to require a
party to shoulder the burden of remedying an injustice in which he has
no legal responsibility and the remedial action was ordered by court.

4.  If the ISPs’ position is more than “mere conduits” and their action can
be characterised as “hosting” or “cashing”, then the position on the
costs associated with the implementation of a website-blocking order
would likely be different. That should depend on the precise facts of
each case and relevant provisions of the domestic laws.




Conclusion

Website-blocking injunctions have become a more familiar and useful tool in
the battle between the intellectual property right-holders and infringers.
Intermediaries such as ISPs may not resist these website-blocking orders,
although they usually insist that an order from court is in place in order to
safeguard themselves such as complaints by third parties. The UK Supreme
Court has clarified that intellectual property right-holders must take into
account the costs of such enforcement into their own budget and cannot seek
to shift part of it to the legally innocent ISPs.

Given that it will become more costly for right-holders to seek such
injunctions against ISPs, in case of sighting of websites selling counterfeit
products, right-holders could firstly contact the relevant ISP, notify them of
the infringement and request details of the associated costs of compliance.
This may help them to decide whether to seek an injunction though it may be
open to dispute whether the compliance costs to be charged by ISPs are
reasonable or not.




5.5 Will a shareholder or a director be held liable for the trade mark
infringing act of a limited company?

In Louis Vuitton Malletier v Cuvee XLV French Wine Ltd [2019] HKCFI
1963, Louis Vuitton Malletier (the “1°* Plaintiff”), the holder of the well-
known French luxury brand name “LOUIS VUITTON?, and its parent
company LVMH Moét Hennessy Louis Vuitton sued a Hong Kong wine
distributor Cuvee XLV French Wine Ltd (the “1%* Defendant™) and its sole
director and majority shareholder Mr Wong Sau Ying (the “2"¢ Defendant™)
for trade mark infringement and passing-off.

The Defendants used the sign “XAVIER-LOUIS VUITTON” (the “XLV
Sign”) in marketing, selling and distributing wines which bore the XLV Sign
(the “Wines”) and alleged that Mr Xavier-Louis Pierre Vuitton (“Mr Xavier
Vuitton”) was the person producing and marketing the Wines. As the eldest
member of the 5th generation of the Vuitton family, Mr Xavier Vuitton used
his real name “XAVIER-LOUIS VUITTON” and its acronym “XLV” to
indicate that the Wines were his own products.

The Court of First Instance (the “Court”) considered and discussed the 2
causes of action pleaded by the Plaintiffs, namely (1) infringement of the 1%
Plaintiff’s well-known trade mark under the Paris Convention and S.18(4) of
the Trade Mark Ordinance (Cap. 559) and (2) passing-off. The claims were
laid against both Defendants jointly and severally, on the basis of common
design, or alternatively, the 2" Defendant’s inducement or procurement of
the 1%t Defendant’s infringing acts.

Trade mark infringement
Well-known trade mark

S.18(4) of the Trade Mark Ordinance provides protection to a trade mark
which is recognized as a well-known trade mark, even though the Classes for
which the goods and services are registered by the plaintiff is different from
that in which the defendant uses the goods or services with an identical or
similar trade mark.

The Court contended that there was no serious dispute that “LOUIS
VUITTON” was a well-known trade mark in Hong Kong as a prestigious
luxury goods brand. There was also a substantial oral and visual overlap
between the Plaintiffs’ trade mark and the XLV Sign. As the Plaintiffs’ mark




was inherently highly distinctive, the use of the XLV Sign might call to the
minds of the public the earlier and well-known mark of “LOUIS
VUITTON”. As the prestigious image of the Plaintiffs’ brand may enhance
the quality and image in the minds of average customers, the Defendants
were deemed having used the XLV Sign to take unfair advantage. Lastly, Mr
Xavier Vuitton only acted as a middleman who selected the vineyards and
casks of wine owned by others. He was far from being the winemaker so there
was no compulsion nor other legitimate reasons to print his name, particularly
with the dubious choice of “XAVIER-LOUIS VUITTON” instead of his full
name “Xavier-Louis Pierre Vuitton”, on the Wines. Upon the above grounds,
the Court ruled that the Defendants infringed the trade mark of the Plaintiffs
under S.18(4) of the Trade Marks Ordinance.

Passing-off

The Court considered the 3 elements of passing-off, namely (1) the goodwill
of the plaintiff; (2) misrepresentation by the defendant and (3) the likelihood
of damages, and ruled in favour of the Plaintiffs. Although the Plaintiffs,
whose brand was well known in the fields of fashion, leather goods and
jewellery, may not operate in the same field of wines, the Court clarified that
it was no rule that the plaintiff and the defendant must operate in the common
field of activity. The centre of the issue was whether there was a risk of
confusion or deception.

Liability of the 2" Defendant

Considering the roles of the 2" Defendant, being the sole director and
majority shareholder of the 1t Defendant, the Court ruled that he was also
liable as a joint tortfeasor. Upon the 2 alternative bases which the Plaintiffs
pleaded joint tortfeasorship, namely the “common design” claim and the
“inducement and procurement” claim, the Court held the 2" Defendant
liable on both bases.

Citing an English authority Fish & Fish v Sea Shepherd UK [2015] AC 1229,
the Court specified 2 separate requirements that must be proved to establish
the liability of the 2™ Defendant on common design, namely, (1) the 2%
Defendant must have acted in a way which furthered the commission of the
tort by the 1% Defendant; and (2) the 2" Defendant must have done so in
pursuance of a common design to do or to secure the doing of acts which
constituted the tort.




The 2™ Defendant, apart from being the sole director and majority
shareholder of the 1% Defendant, also held out himself as the “President” of
the 1°* Defendant and personally promoted the Wines in public events. The
Court as such considered him the “mastermind” and the “public face” of the
1%t Defendant. Further, the 2°¢ Defendant was the distributor of the Wines
acting in his own capacity between 2006 to 2008 and entered into a
distributorship agreement with other downstream distributors for
distributorship in Hong Kong and Macau. The Court deemed him personally
liable for acts of infringement and passing off during this period.

Finally, the 2™ Defendant personally made the trade mark application of
“XAVIER LOUIS VUITTON” to the Trade Mark Registry in Hong Kong,
though the application was no longer pursued before the trial. If the
registration application did go through successfully, the 1%* Defendant could
only legally use the trade mark with the 2°¢ Defendant’s consent or licence in
Hong Kong. Again, the Court regarded him as the mastermind of the sales
business of the Wines.

The other partner of the 2" Defendant, whom was not named but claimed
by the 2°¢ Defendant to be a shareholder of the 1% Defendant, have a “large
say” and have had invested substantial capital in the 1%t Defendant, was
however not found liable by the Court. First, there was no evidence on the
part played by any third parties except the 2™ Defendant and the central role
of the 2™ Defendant in every aspect of the business was exemplified by his
active participation in the marketing of the Wines and his use of his personal
business relationship to identify downstream distributors for the Wines.

In view of the central role of the 2°¢ Defendant taken in the 1% Defendant,
the Court found that the 27 Defendant was liable as a joint tortfeasor, given
that (1) he took part in the infringing act of the 1% Defendant pursuant to
common design and (2) he procured the infringing act of the 1% Defendant.
The Court found both Defendants liable on the 2 claims pleaded by the
Plaintiffs, namely the trade mark infringement claim and the passing-off. The
Court granted an injunctive relief as well as a declaratory relief to the
Plaintiffs declaring that they are well-known trade marks.

Conclusion

From the decision, it can be observed that the liability of a shareholder or a
director towards the infringing acts of a limited company will not be bounded
by the corporate veil. Personnel holding a heavy stake or playing a central role




in a limited company may also be held liable as a joint tortfeasor, especially
those of a family business who often conduct business in their own names.

Shareholders and directors should be cautious and take active steps to prevent
the potential infringing acts of the limited company. Pre-emptive cautionary
measures could be taken to restrain the liability of such personnel. It is always
prudent to seek legal advice when doubt remains as to the legitimacy of the
use of a trade mark.




5.6 To what extent overseas decisions and findings can support
disputed trade mark application in local court?

As the trade mark registration system in most jurisdictions only confer
territorial protection, often time trade mark owners would seek to have their
trade marks registered in multiple jurisdictions to extend their exclusive
rights to use the trade marks globally. However, the successful registration in
a jurisdiction would not necessarily mean the same in another. If a trade mark
application is opposed in Hong Kong, would the Hong Kong Court consider
the findings of foreign courts and authorities in support of the application?
The judgment handed down by the Hong Kong Court of First Instance (the
“Court”), Z[C/a)CZERKEEEIRA S v PEILREZ(EE)EREF 45
[2022] HKCFI 2512 provides useful guidelines in this respect.

Background

The Applicant applied for the registrations of 2 trade marks containing the
words and/or logo “Z4EC[E{"" (the “Subject Marks”) in Hong Kong (the
“Applications”). The Applications were disputed by the Opponent, being the
owner of the well-known “E{Z %" (Tong Ren Tang) and “dtRE{CE”"
(Beijing tong Ren Tang) marks on, inter alia, the ground of bad faith under
s.11(5)(b) of the Trade Marks Ordinance (the “TMO”).

The Court first considered the history of the Applicant and the Opponent.
The trade name Tong Ren Tang was first used by the Yue’s Family to sell
Chinese medicine in China with a history dating back to the Ching Dynasty
in 1669. Due to historical reason, the 13th generation of the Yue’s family
restarted their business in Taiwan with traditional family recipes of Chinese
medicine in 1949. While some of the family members remained in the
Mainland operating Tong Ren Tang, the Mainland business was later taken
over by a state-owned enterprise after the Cultural Revolution. Since then the
Yue’s family lost all tangible and intangible assets of their family business in
the Mainland.

The Applicant was established by the 14th generation of the Yue’s family, Mr
Yueh Chueh Hsin (“Mr Yueh”) as an attempt to regain the Mainland market.
Mr Yueh used the trade name “#K[E1_" (Yue’s Tong Ren) to continue his
family business and successfully had its trade marks registered in the
Mainland and Taiwan.

Grounds of opposition




The Opponent argued that, inter alia, (1) the Applicant’s application was
made in bad faith as it must have known about the Opponent and its business
when filing the trade mark applications, given that the Opponent had become
well-known to the public with over 2,000 shops in the Mainland. (2) The
Chinese name “Tong Ren” was not a necessary name in the pharmaceutical
industry and the Applicant should have no reason to adopt the same as part
of the Subject Marks; and (3) the words “Royal Herbalist since 1669” in the
Subject Marks also revealed the intention of the Application to mislead the
public that the Subject Marks are related to the Opponent.

Decision of the Hearing Officer

The hearing officer of the Intellectual Property Department (the “Hearing
Officer”) agreed that the Opponent’s marks had a certain degree of fame and
goodwill at the date of the Applications. She also doubted whether the alleged
Yue’s family were indeed related to the Applicant and had granted
authorization to the latter to use the trade name “Yue’s Tong Ren”. She
queried whether the business of the Applicant had any fame outside Taiwan
and considered that Yue could also have used other names without using the
words “Tong Ren” when it apply to register the Subject Marks for goods
unrelated to Chinese medicine. In conclusion, the Hearing Officer opined that
the Applicant had intentionally applied for marks including the name Tong
Ren for the purposes of trading off the reputation of the Opponent and
intentionally causing confusion to consumers.

Dissatisfied with the Decision, the Applicant appealed to the High Court.

Decisions
Principles on bad faith

The legal principles on bad faith as set out in Owndays Co Ltd v Professional
Optometrist Ltd & Ors[2019] HKCFI 3147 were not disputed by the parties.
The major principles were as follows:

1.  the relevant date for assessing whether an application to register a trade
mark was made in bad faith is the application date;

2. bad faith includes not only dishonesty, but also “some dealings which
fall short of the standards of acceptable commercial behaviour observed
by reasonable and experienced men in particular area being examined”;




3. a person is presumed to have acted in good faith unless the contrary is
proved. The standard of proof is on the balance of probabilities, but
cogent evidence is required due to the seriousness of the allegation. The
tribunal must make an overall assessment, taking into account all the
factors relevant to the particular area; and

4. lack of honest belief and bad faith are two different concepts. The test is
whether one acted in bad faith and not whether one acted under an
honest belief.

Findings of foreign courts and authorities

The Court considered that the hearing officer’s decisions were contrary to the
findings of the Beijing Intellectual Property Court (the “Beijing IP Court”)
handed down in 2017, which rejected the opposition of the Opponent and
allowed the Applicant’s registration of two trade marks containing the words
“@EGE{_” (Yue’s Tong Ren) and “Royal Herbalist”. The Beijing IP Court
accepted that the Applicant’s right to use the “Yue’s Tong Ren” mark derived
from the Yue’s family, and that Yueh was both the founder and the operator
of the Applicant. Although the Beijing IP Court did not elaborate on how the
Applicant obtained such right, the findings remained that there was
connection between the Yue’s Family and the Applicant’s business.

Relevance of findings of foreign courts and authorities

The Court admitted that the findings of foreign courts and authorities are
generally not relevant to trade mark applications in Hong Kong, in particular
when such findings are about evaluation of similarity of marks and likelihood
of confusion. That is because cultures of different places vary and the
behaviours and impression of a trade mark may differ to an average consumer
in different places. It is not uncommon that the courts and authorities in
different jurisdictions may reach different conclusion on these matters.

Albeit the foregoing, findings on factual matters by foreign courts and
authorities may be relevant. In the present case, the Court ruled that the
findings of the Beijing IP Court provided evidential basis to support the
Applicant’s evidence that it had considered itself legitimate to use the Yue’s
Tong Ren name by reason of its connection with the “Yue” Family in Taiwan.
The Beijing IP court also accepted that Yueh was the founder and was
involved in the operation of the Applicant, which was also confirmed by the
legal person of the Applicant on oath. The Hearing Officer shall not rely on
respective queries to make a finding of bad faith. It is hence difficult to




support a finding of bad faith on the part of the Applicant when it applied to
register the Subject Marks, not least the trade mark applications are presumed
to be made in good faith unless the contrary is proved.

Because of the above reasons, the Court set aside the finding of bad faith
made by the Hearing Officer on the Subject Marks.

Conclusion

As each jurisdiction has its distinct cultural features, respective courts and
authorities may render different decisions when considering the application
of the same trade marks. Although the finding of foreign courts and
authorities on matter of similarity and likelihood may not support trade mark
application in Hong Kong, any findings on facts may however be admitted
and considered. When in doubt, trade mark owners shall seek legal advice to
have their intellectual property rights secured.




5.7 Intellectual property rights in the PRC

China Customs has established a well-rounded system to facilitate the
recordal and enforcement of IP rights over goods entering and leaving China
in recent years. However, many IP right owners neglected the importance of
applying for customs protection in China, which would easily give IP right
trespassers the opportunity to take advantage of IP right owners.

PRC General Administration of Customs (“GAC”) would cooperate with
customs of other countries to tackle infringement actions. For instance, it
cooperated with the Russian customs during March to June 2018 targeting at
counterfeits infringing the trade marks owned by FIFA and its sponsors. The
customs authority detained more than 190,000 shipments of suspected
counterfeits in 2017.

Case study

Advanced Micro-Fabrication Equipment Inc. (“AMEC”) is a PRC enterprise
specialising in research and development of micro-fabrication products and
semiconductors for high-technology sectors. In July 2017, AMEC brought an
action against a subsidiary company of Veeco, alleging that its equipment had
infringed AMEC’s patent, seeking for a ban on the products and claiming
damages. In response, in November 2017, the subsidiary of VEECO filed a
patent invalidation application against AMEC’s semiconductor patent with
the PRC State Intellectual Property Office. The Patent Re-examination Board
rejected this application and confirmed that AMEC’s semiconductor patent
as valid. In December 2017, the Fujian Higher People’s Court ruled that the
subsidiary of Veeco indeed infringed one of the patent rights owned by
AMEQC, and restricted such company from trading, producing and selling all
related products.

Since the Court ruled AMEC’s patent as the lawful patent in the PRC, AMEC
then filed its IP rights with the GAC. Later, AMEC was notified that
suspected infringing goods from Veeco would be imported through the
Shanghai Pudong International Airport. It then reported the findings to the
Shanghai Customs, which immediately enforce its customs protection
procedures and detained the suspected infringing goods. The infringing
goods were worth RMB 34 million. While the goods were seized, Veeco
initiated settlement negotiations with AMEC. In February 2018, the parties
reached an international mutual agreement in relation to all unsettled disputes.




Implications

This case illustrates the mutual recognition between China Customs and the
courts. The Shanghai Customs acknowledged the court’s ruling on IP right
ownership and protect AMEC’s rights in a timely manner. Also, the custom
seizure emphasized the strict measures taken by China Customs and triggered
Veeco to initiate settlement between the parties. The case shows that
enforcement actions by the customs provide stronger protection for IP right
holders. It also serves as a warning and deterrent for companies to respect the
IP rights established in China.

When does China Customs take action?

China Customs’ enforcement rights are provided under the Regulations of
the PRC on the Protection of Intellectual Property by Customs. It has the
right to detain or seize imported or exported goods under two circumstances:
(1) based on previous IP right recordal by IP right holder and (2) based on
petition of IP right holder, which is also regarded as active and passive
protections.

Where IP right holder is aware of imports or exports of infringing goods, or
received the written notice from China Customs if the IP right have been
recorded with them, such IP right holder can make a request for the customs
to detain such goods by paying guarantee of the equivalent value of the
detained goods. China Customs will then conduct investigations on the
suspected goods. During this period, IP right holders are encouraged to
provide relevant information to support China Customs.

What to do for greater protection?

Once you have registered your IP rights with the China Trade Mark Office
(“CTMO”) or relevant authorities, you are strongly advised to record your IP
rights with China Customs immediately. Otherwise, your position would be
vulnerable to squatters who could well make use of the recordal system to
seek for the Customs’ protection as a shield, by using such system to block
the rightful IP right owner’s goods from entering in or out of China. Without
IP right recordal, the GAC does not have authority to search and examine
goods. The recordal is therefore the most reliable method to ensure customs
official proactively inspect and detain infringing goods. Recordal is available
for the following types of intellectual property:




1.  Trade marks registered in respect of goods in China;
2. Any copyright subject matter; and

3.  Patentsissued by the State Intellectual Property Office (including design,
invention and utility models).

Conclusion

Since IP right holders themselves will face difficulty and incur substantial
costs in discovering all infringing goods in and out of China, it is encouraged
to utilize the well-established mechanism of Chinese Customs to protect and
enforce their IP rights against unscrupulous traders.




5.8 The lesson for “Michael Jordan” — Chinese transliteration of trade

marks / names /K

What first comes to your mind when you look at this logo = GIAODAN Do you
think of the basketball player Michael Jordan (“Jordan”)? In fact, it has been
one of the PRC registered trade marks of the Fujian-based stranger Qiaodan
Sports Joint Stock Company (“Qiaodan™).

On 18 June 2015, what may appear as a surprise to Jordan and many others,
the Beijing Higher People’s Court (the “BJHPC”) dismissed Jordan’s action
for cancellation in respect of 32 out of the 78 trade marks against Qiaodan.
Yet, on 8 December 2016, the People’s Supreme Court (the “PSC”) partially
overturned the ruling given by the BJHPC and granted judgement towards
Jordan. This section seeks to examine both the BJHPC and PSC’s decision
and what international brands may do to enhance protection of their brands
in China.

Facts

Some time in or before 2012, Jordan became aware of the Qiaodan brand and
its registered trade marks in China which incorporated its logo and/or the
words “773” or “QIAODAN. Qiaodan’s logo encompasses a silhouette of a
basketball player. It is accused of bearing a strong similarity to the

Jordan Brand’s logo JoRrDAN 2atures a silhouette of Jordan performing
a dunk. Meanwhile, one of the Mandarin translations of “Jordan” is
“Qiaodan”.

Jordan perceived that the public in China might be confused as to the origin
of Qiaodan’s goods to which its trade marks are applied, which may be
harmful to his image and/or business interests in China. Jordan and Nike, Inc.,
the manager of the Jordan Brand, therefore commenced proceedings in the
Trademark Review and Adjudication Board (the “TRAB”) seeking to cancel
Qiaodan’s trade mark registrations. The TRAB, the Beijing First
Intermediate People’s Court (on appeal) and the BJHPC (on appeal)
dismissed Jordan’s action, and Jordan lodged a further appeal with the PSC.




The BJHPC case
Jordan’s claims

Jordan sought to rely upon the following causes of action:

1. breach of the principles of honesty and credibility;

2. unauthorised use of another person’s name and thereby leading people
to mistake their commodities for those of the said person;

3. registration by deception or other illegitimate means;
4.  signs having other unwholesome influences; and

5. infringement upon another person’s existing prior right.

Jordan claimed that as he is very widely known in China, when the Chinese
public viewed signs identical or similar to “7Ff3” or “QIAODAN”, they
would associate such signs with Jordan. According to Jordan, Qiaodan and its
associated companies registered a large number of trade marks related to
Jordan, when they had actually known or ought to have known of Jordan’s
fame and reputation; this would give rise to causes of action (1) and (2) above.
For cause of action (4), Jordan claimed that Qiaodan did not have any business
dealings with Jordan and he has never granted any licence to Qiaodan. The
public confusion and disturbance to the market would generate unwholesome
influences.

Further, Jordan claimed that the large-scale application and registration of
Jordan-related marks and other marks by Qiaodan and its associated
companies was an abuse of administrative examination resources and
disturbed the trade mark registration order. This according to Jordan would
give rise to cause of action (3). For cause of action (5), Jordan claimed that
Qiaodan’s registered trade marks infringe upon his name right and image
right.

BJHPC’s judgment

As the words “75F3” do not exclusively refer to “Jordan”, and “Jordan” is a
common American surname, the evidence does not support the notion that
Qiaodan’s registered trade marks with the words “7+F3” determinatively refer
to Jordan. Qiaodan’s logo shows a person’s silhouette without any facial
features; it is hard for the relevant public to identify it as Jordan’s image.
Hence, the BJHPC ruled against Jordan on cause of action (5).




BJHPC held that “unwholesome influences” referred to in cause of action (4)
refers to the inherent character of the trade mark, i.e. whether a trade mark
would potentially cause an adverse impact brought upon public interest and
order, and generally does not cover the possible confusion resulting from its
use. Whereas only Jordan’s personal interest in civil proceedings was involved,
and there are alternative remedies under the Trademark Law for public
confusion, cause of action (4) also failed.

As for cause of action (3), the BJHPC held that the claim should be based on
an illegitimate “means” to obtain registration but not the illegitimacy of the
“purpose” of registration. Whether or not the actual use of Qiaodan’s
registered trade marks would cause public confusion, it does not fall within
the ambit of deception or other illegitimate means to obtain registration. In
fact, inadequate evidence was adduced to demonstrate that Qiaodan’s trade
mark registrations were obtained by deception. The TRAB previously held
that although Qiaodan owns almost 200 trade mark registrations in China,
most of those registrations are defensive in nature and do not amount to trade
mark squatting on a large scale. Through substantial use, Qiaodan’s registered
trade marks have formed a close connection with Qiaodan, and the
accumulated goodwill and interests should belong to the actual user, i.e.
Qiaodan. This finding was not disturbed by the appellate courts, and by
inference, Jordan failed on causes of action (1) and (2).

The PSC case

Jordan’s claims

Jordan sought to rely upon the following major causes of action:

1. A person’s existing prior rights includes the right to protect one’s name;
2. Jordan has a right to his name in “QIAODAN? and “7+f3”;

3. The name awareness of Jordan goes beyond the sporting field of
basketball;

4.  Unauthorised use of another person’s name and thereby leading people
to mistake their commodities for those of the said person;

5. Qiaodan registered the disputed trade marks with malicious intent;

6. The brand awareness of Qiaodan is established on the general public’s
mistaken belief.




Jordan claimed that a person’s prior existing rights include the right to his
name, which includes his full name, stage name, nick name etc. It is not
necessary to establish that only correlation that could be drawn from
“QIAODAN” | “75£+” is Jordan. Since foreigners generally have longer
names, Chinese citizens habitually call foreign celebrities by their nick name
or translated Chinese name. It is Jordan’s claim that he is a public figure of
broad popularity and fame beyond the basketball courts, as demonstrated
though media publications and research reports, giving rise to cause of action

3).

Further, for cause of action (5) and (6), Jordan claim’s that Qiaodan registered
the disputed trade marks without reasonable explanation for using the
specified trade marks, whilst being aware of its potential correlation with
Jordan, with intent to freeride on Jordan’s goodwill. In addition, it is claimed
Qiaodan’s brand awareness and popularity was not established on the basis of
honest commercial practices or fair use of trade marks, and Qiaodan gained
market competitiveness and economic benefits that did not originally belong
to him.

PSC’s judgment

The Chinese Trademark Law protects a person’s prior existing right, which
include name right, which is an important basic right to a natural person.
With the development of the socialist market in China, it is increasingly
common for public figures to use their name as a mean of marketing. It would
be an infringement of a person’s name right and hence trade mark law, if the
name of a person is registered as a trade mark without his consent.

As for cause of action (2), to receive protection under name right, three
elements have to be satisfied: (i) the said name must be of reputation and
known to the public, (ii) the public uses the said name to refer to the natural
person, and (iii) a close connection established between the said name and the
natural person. The PSC held that Jordan satisfied all three elements as




abovementioned, and that “7%F}” as a Chinese translation of Jordan’s name
could be protected under name right. Given the language and culture
difference in China, the public habitually call foreign celebrities by their
translated Chinese name.

Jordon succeeded on cause of action (5) and (6) also. PSC held that Qiaodan
registered the trade marks “7773” maliciously without seeking the consent of
Jordan. Qiaodan’s malicious intent could be demonstrated through their
knowledge of the potential confusion of the consumers and subsequent
registration of trade marks using the name of Jordon’s two sons. However,
the PSC upheld the ruling that “QIAODAN? was not an infringing mark and
Qiaodan may continue to use such trade mark, as there was insufficient
evidence to demonstrate that Chinese consumers associated “QIAODAN”
with Jordan.

Reflection

Jordan’s case is not the only instance of widespread trade mark disputes
involving international brands in the booming market of China. Starbucks,
for example, claimed and won its trade mark case against a coffee shop
operating as “Xingbake” (the Mandarin transliteration of “£E5”, the
Chinese name of Starbucks). Although a partial victory, it is a landmark
decision that lays out ground rules for protecting personal names in trade
mark cases.

To succeed in trade mark disputes in China, as in other litigation matters,
well-pleaded grounds and solid evidence are crucial. In Jordan’s case, Nike,
Inc. attempted to adduce as fresh evidence before the BJHPC and PSC a
marketing survey which reveals that 68% of the interviewees thought of
Jordan when they heard of the name “Qiaodan”. The PSC overturned the
BJHPC’s ruling and held that such evidence was admissible because the
survey process was notarized and the survey results were of high authenticity.
In addition, it assisted in determining the issue of whether there was public
confusion in actual use of the trade mark. After all, prevention is better than
cure. While trade marks are territory-specific, a foreign registered trade mark,
even a well-known trade mark, would not be guaranteed full rights against
infringement in China. With the widespread counterfeiting phenomenon in
China, it is advisable for an international brand to register its brand and the
brand’s to-be-adopted Chinese name as trade marks in China before entering
the Chinese market. The registration would (i) afford remedies in
infringement actions, (ii) assist to block subsequent identical or similar




registrations, and (iii) confer right to oppose before an imitator’s trade mark
could be registered, thereby enhancing brand owners’ rights and privileges
associated with their brand and minimising the chances of abuse of their
goodwill.




5.9 Could the shape of Kit Kat wafer be registered as a 3D trade
mark?

The decision of Société des Produits Nestlé SA v Cadbury UK Ltd (Case
C-215/14) of the Court of Justice of the European Union (“CJEU”) of 16
September 2015 has clarified to some extent the requirement of
distinctiveness in three-dimensional trade mark applications.

Société des Produits Nestlé SA (“Nestlé”) filed an application with the United
Kingdom Intellectual Property Office (the “UKIPO”) to register a three-
dimensional sign representing the shape of a four finger chocolate-coated
wafer as a trade mark (the “Trade Mark”), in respect of certain goods in class
30 (including e.g. “chocolate”). The shape of the Trade Mark is the basic
shape of Nestlé’s product “Kit Kat”, which has almost been entirely
unchanged since 1935, except that the Trade Mark does not include the
embossed words “Kit Kat” or sections of the oval shape which form part of
the “Kit Kat” logo, as illustrated below:

'(7a)WA7ctual shéﬁéw (b) Trade Mark

After the application for the Trade Mark was published, Cadbury UK Ltd
(“Cadbury”) filed an opposition against the Trade Mark application based on
the Grounds of Refusal (as defined below), which was eventually largely
upheld before the UKIPO (except for the goods “cakes” and “pastries™).
Nestlé then appealed against the decision of the UKIPO to the English High
Court, and Cadbury cross-appealed against the UKIPO’s refusal of
opposition against “cakes” and “pastries”. The English High Court decided
to stay the proceedings and referred 3 questions to the CJEU for an
interpretation of the law (see further below).




Legal analysis
Applicable laws

Cadbury relied on in its opposition the following absolute grounds of refusal
(the “Grounds of Refusal”) under the UK national trade mark law (which
implements the EU Trade Marks Directive):

1. the subject trade mark is devoid of any distinctive character;
2. the sign consists exclusively of:
the shape which results from the nature of the goods themselves;

b. the shape of goods which is necessary to obtain a technical result;
or

c. the shape which gives substantial value to the goods.

UKIPO’s ruling
The UKIPO examiner found that the Trade Mark has 3 features:

1.  the basic rectangular slab shape;

2. the presence, position and depth of the grooves running along the length
of the bar; and

3. the number of grooves, which, together with the width of the bar,
determine the number of “fingers”.

The examiner then took the view that the first of those features is a shape
which results from the nature of the goods themselves and cannot, therefore,
be registered, except in respect of “cakes” and “pastries”, for which the
shape of the Trade Mark departs significantly from norms of the sector. Since
the other 2 features are necessary to obtain a technical result, the examiner
rejected the application for registration as to the remainder.

The examiner further dismissed Nestlé’s argument on acquired
distinctiveness. Although Nestlé has shown recognition of the subject mark
amongst a significant proportion of the relevant public for chocolate
confectionery (only), the examiner was not satisfied that consumers have
come to rely on the shape to identify the origin of the goods. Instead it seems
likely that consumers rely only on the word mark KIT KAT and the other




word and pictorial marks used in relation to the goods to identify the origin
of the goods.

The CJEU’s answers

In determining whether the UKIPO’s decision should be upheld, the English
High Court identified 3 questions of law and referred them to the CJEU for
interpretation. The CJEU responded as follows:

First, the CJEU reiterated that rationale of the Grounds of Refusal 2.a. to 2.c.
is to prevent trade mark protection from granting its proprietor a monopoly
on technical solutions or functions characteristics of goods which a user is
likely to seek in the goods of competitors. The CJEU is of the view that each
of the Grounds of Refusal 2.a. to 2.c. must be applied independently of the
others and if any one of them is fully applicable, a sign will be regarded as
consisting exclusively of the shape of goods cannot be registered as a trade
mark.

Second, the CJEU held that the manner in which the goods function is
decisive from the customer’s perspective and their method of manufacture is
not important. Therefore, the law must be interpreted as referring only to the
manner in which the goods at issue function and it does not apply to the
manner in which the goods are manufactured.

Third, the CJEU was of the view that in order to obtain registration of a trade
mark which has acquired a distinctive character following use, regardless of
whether that use is as part of another registered trade mark or in conjunction
with such a mark, a trade mark applicant must prove that the relevant class
of persons perceive the goods or services designated exclusively by the mark
applied for, as opposed to any other mark which might also be present, as
originating from a particular company.

Implications

According to Kerly’s Law of Trade Marks and Trade Names, The UKIPO’s
decision would be affirmed unless it is wrong or unjust because of a serious
procedural or other irregularity in the proceedings below. While the CJEU’s
answers seem to affirm the UKIPO’s interpretation of the relevant law, unless
Nestlé obtains leave to rely on new grounds and/or new evidence, or unless
the UKIPO’s application of the law in, amongst others, treatment of the




parties’ evidence, is flawed, the English High Court may uphold the UKIPO’s
decision.

Businesses may at times be tempted to apply for registration of a more generic
trade mark hoping to widen the scope of protection against potential
infringers. For example, if the subject mark is successfully registered, Nestlé
may enforce its rights against any undertaking which uses the registered shape
in respect of the registered goods, regardless of any embossment (unless the
embossment is sufficiently distinctive) or other non-distinctive features
present on the undertaking’s goods. Nevertheless, this case illustrates the
likelihood of absolute ground refusals against such application; some
distinctive feature serving as badge of origin is required in trade mark
applications (and in particular three-dimensional trade mark applications
which rely on the shape as the basis of the mark).

This case serves as a reminder that a trade mark application should (i)
incorporate distinctive feature(s) which could point to the applicant as the
origin of the goods, and/or (ii) to the fullest extent correspond to the trade
mark which has been in use in the relevant market, so as to show inherent
and/or acquired distinctiveness in rebutting any absolute ground refusal.




5.10 Protecting unregistered trade marks

Where an applicant’s mark was an unregistered trade mark protected by the
law of passing-off or a well-known trade mark, which had existed prior to
the application of an identical or similar registered trade mark, subject to a
defence of honest concurrent use, the registered trade mark may be
invalidated and no longer pose as a barrier to the registration of the
applicant’s mark. The Court of Appeal illustrated this point in the case of
Lin Heung Tea House & Bakery (a firm) v Guangzhou Catering Services
Enterprises Group Company Limited [2015] HKCA 212 (the “Lin Heung
case™).

Facts

The Applicants (“Lin Heung”) run a famous restaurant serving traditional
Cantonese cuisine, which have been in business in Hong Kong since 1926.
The restaurant had its origin in Guangzhou as Guangzhou Lianxiang (“GZ
Lianxiang”). GZ Lianxiang was subsequently nationalised in 1957 and since
then, Lin Heung has had no connection or relations with GZ Lianxiang.

Both parties were in the business of distributing mooncakes and other kinds
of cakes and pastries in Hong Kong. Lin Heung advertised their mooncakes
by outdoor advertisements and circulars to the public under the mark and
device of “E&HFAH” (Lin Heung Mooncake); the same Chinese characters
are also embossed on the face of each moon cake. This has been the practice
for the last 80 years. Lin Heung also export mooncakes to their distributors
in the USA and Canada and for that reason have registered the mark and
device “#&H#” (Lin Heung Mooncake) there in the 1990s.

X

In 2006, Lin Heung’s application for the marks «iZ %
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(the “Suit Mark”) registered under the name of GZ Lianxiang. Lin Heung

were rejected by the Registrar of Trade Marks because of the mark “

therefore commenced action seeking a declaration that the Suit Mark is invalid
and also its revocation.




Legal analysis
Honest concurrent use

In view that Lin Heung’s prima facie case would be established, GZ
Lianxiang defended the action by claiming honest concurrent use, and that
the Registrar should exercise his discretion to maintain the registration even
though it is likely to cause public confusion.

GZ Lianxiang mooncakes had been sold in Hong Kong under the Suit Mark
since 1984. Prior to the date of application for the registration of the Suit
Mark in 2006, there had been 12 years’ use which was found to be a
sufficiently lengthy period of concurrent use, as 5 years is generally sufficient.
The historical background in particular GZ Lianxiang was clearly the
originator and earlier user of the Suit Mark and Lin Heung were only
subsequently set up by a group of shareholders of GZ Lianxiang supported
a finding of honesty of the concurrent use.

The Court was satisfied that GZ Lianxiang had the requisite knowledge as it
used its trade mark with other descriptions, such as the geographical location
“Guangzhou” to avoid confusion and distinguish its mooncakes from those of
Lin Heung. Nevertheless, the Court held that knowledge of an earlier mark
or the likelihood of confusion may not necessarily render the use dishonest.
The use of the trade mark in combination with other description to avoid
confusion, which still involved the use of the mark, could not be regarded as
dishonest.

Refusal to exercise discretion

Lin Heung had used the well-known trade mark “3#&%” (Lin Heung) in Hong
Kong for over 80 years; whereas GZ Lianxiang only used the Suit Mark for a
considerably shorter period of around 20 years before ceasing to use the same
since 2007. Between at least 1957 (if not earlier) and 1984 when GZ Lianxiang
reappeared in the Hong Kong market, Lin Heung have built up its distinct
territory-specific goodwill and reputation on the “#&” (Lin Heung) in the
local market, and the “##&” (Lin Heung) products are associated with Lin
Heung rather than a cake shop in Guangzhou despite the mark’s origin there.

In terms of quantity, GZ Lianxiang’s sales had dropped to less than
HK$100,000 whereas Lin Heung’s annual sales figure was HK$3.6 million.
Therefore, any relative inconvenient caused by the Court’s discretion being
exercised against GZ Lianxiang would be minimal.




The Court held that the absence of evidence of actual confusion had very
little or no weight since confusion had been avoided in the past due to GZ
Lianxiang’s deliberate use of the Suit Mark in conjunction with other
descriptors. However, such confusion would arise if GZ Lianxiang was
permitted to use the Suit Mark simpliciter based on the present registration.

The Court was satisfied that there was little risk of any infringement
proceedings against GZ Lianxiang provided that it had not exported
mooncakes to Hong Kong since 2007. Therefore, no serious prejudice would
be caused to GZ Lianxiang if it was required to change its packaging as a
result of its suit mark being declared invalid.

In view of the factors above, the Court refused to exercise the discretion to
maintain the registration of the Suit Mark based on honest concurrent use,
and therefore dismissed the appeal. The Suit Mark was invalidated.

Conclusion

The Lin Heung Case demonstrates how an unregistered trade mark owner
may subsequently register its mark despite an existing identical or similar
trade mark registration. But as can be seen above, such would require heavy
evidential proof of reputation. It remains advisable for unregistered trade
mark owners to apply for trade mark registrations early to dispense with the
need to prove his case to invalidate or revoke the existing registration.

For the existing trade mark registrants, when your mark is known to be
identical or similar to an earlier unregistered trade mark, it may not be
prudent to rely on the defence of honest concurrent use. Such registrants may
need to negotiate with the unregistered trade mark owners to obtain the
latter’s consent in using the registered trade mark.




5.11 Hong Kong landmark case for trade mark infringement and
passing off

Déja vu? You look familiar

In an action concerning trade mark infringement and passing-off, the
Plaintiff companies are part of the Tsit Wing group of companies in the tea
and coffee business with various branches dealing with the manufacture,
supply, distribution and retail of tea and coffee formulas. The Plaintiffs are
established in Hong Kong, having a history of operations in the region for 80
years. TW Café, a subsidiary of the 1% Plaintiff, also operated cafes and
restaurants. Since 1994, the Plaintiffs have been operating cafes and
restaurants in Hong Kong under their trade marks, which consist of the
acronym “TWG” beside overlapping ovals resembling coffee beans. The
Plaintiffs’ trade marks were subsequently registered in 1996 and 1997 with
the Hong Kong Trade Marks Registry (“Registry”).

The Defendants are TWG companies. TWG stands for “The Wellness Group”
and is a group headquartered in Singapore with business operations in the spa
business, tea and spa products. The 1% Defendant TWG Tea Company
Limited characterises itself as an international luxury tea company operating
tea boutiques/counters and salons at various cities. Both the Plaintiffs and the
Defendants have business operations overseas, and the marks of both groups
coexist in the People’s Republic of China, Taiwan and Singapore.

The trade mark dispute began in Hong Kong when the Defendants expanded
into Hong Kong in late 2011. They opened their first tea salon in Hong Kong
at the International Finance Centre (“IFC”) displaying their marks. The
Defendants’ marks consist of “TWG” within an oval device with “1837” and
“Tea” written above and under it respectively, and certain French and English
descriptions in smaller print surrounding the oval device. The Defendants
filed their application to register their trade marks with the Registry in late
2011. One of the classes of goods they applied for was Class 30 in relation to
tea beverages and various assortments of desserts, which the Plaintiffs have
also registered their “TWG” marks for.

Once the Plaintiffs discovered that the Defendants were planning to enter the
Hong Kong market, they commenced a High Court action against the
Defendants for trade mark infringement and/or passing off and sought an
interlocutory injunction against the Defendants restraining them from using
the marks on the basis that they are similar to the Plaintiffs’ marks which also




contained the acronym TWG. In addition, they filed an application in the
Registry to oppose the Defendants’ application. On the other hand, the
Defendants have also filed revocation proceedings in the Registry against the
Plaintiffs’ registrations.

The battle begins
Legal principles

The relevant test for trade mark infringement is whether the mark in dispute
is similar to a registered trade mark for identical or similar goods or services,
such that people are confused as to the origin of the marks (i.e. that they
mistake the goods and services offered under the mark in dispute to be those
offered by the owner of the registered mark). A case of infringement might
also be established even if the goods / services are not similar, if a trade mark
is well-known such that the use of the mark in dispute would take unfair
advantage of, or is detrimental to, the distinctive character or repute of the
earlier trade mark.

For passing off, the Plaintiffs have to prove there was goodwill or re putation
in Hong Kong in their business and that the Defendants, by adopting their
marks, had made a misrepresentation which would mislead the public into
thinking that the Defendants’ goods or services were the Plaintiff’s, which
results in damage or likely damage to the Plaintiffs. Generally speaking, it is
more difficult to make out a case of passing-off when compared to trade mark
infringement since it is not sufficient to merely point to similarity between
the marks. The Plaintiffs have to further establish their goodwill and actual
or likely damage suffered.

The High Court ruling

The High Court ruled that TWG Tea had infringed Tsit Wing’s trade mark
rights and passed off their logo as Tsit Wing’s mark.

Trade mark infringement

In assessing whether TWG Tea’s sign infringed Tsit Wing’s registered mark,
the Court had to assess (1) the similarity of the marks and (2) the likelihood
of confusion arising from the use of the alleged infringing sign. In terms of
similarity, the Court held that the dominant feature of Tsit Wing’s marks and
TWG Tea’s sign is the acronym “TWG”. In assessing similarity between the
marks, words “speak louder” than the surrounding design, the Court held




that the English and French words around the acronym “TWG” in TWG
Tea’s logo do not differentiate TWG Tea’s use of the acronym “TWG” from
Tsit Wing’s.

In assessing confusion, the Court ruled that confusion was likely. Tsit Wing
had called five witnesses, who testified that they had mistaken TWG Tea’s tea
shop to be opened by Tsit Wing. The Court accepted their confusion as
genuine. On the other hand, the Court did not accept the evidence of TWG
Tea’s witnesses that there was no confusion as they were not aware of the use
of the acronym “TWG” by Tsit Wing. In those circumstances their evidence
on potential confusion could not be relied on. Weight was also accorded to the
citations from different independent trade mark authorities in refusing to
register TWG Tea’s sign because of Tsit Wing’s prior mark. It was held that
these citations in opposition were powerful evidence of potential confusion
as these different independent trade mark authorities had reached the same
conclusion. Due to the similarity of the logos and the evidence as to confusion,
trade mark infringement was established.

Passing off

Tsit Wing had been using its “TWG” logo extensively on its tea and coffee
products since its rebranding in 2006. This comprehensive use was more than
sufficient to establish goodwill in the goods and services Tsit Wing supplied
which are identified under its logo. Given the evidence of actual confusion of
Tsit Wing’s witnesses, the likelihood of misrepresentation was established.
The Court did not accept TWG Tea’s argument that, as they operated at the
top end of the market, they were in a different sphere from Tsit Wing’s
broader and less expensive part of the retail market. The Court pointed out
that TWG Tea supplies restaurants which, though of a decent quality, were
not considered luxurious. The Court concluded that TWG Tea would supply
any customer who desired to purchase their wares. In this event, damage to
Tsit Wing due to diversion of business to TWG Tea would be inevitable.




The Court of Final Appeal decision

TWG Tea appealed to the Court of Appeal but the appeal was dismissed
subject to modification of the terms of the injunction restraining trade mark
infringement. TWG Tea subsequently obtained leave to appeal to the Court
of Final Appeal (the “CFA”). The CFA handed down its judgment on 29
January 2016, which dismissed the appeal.

Trade Mark Infringement

TWG Tea challenged that the Court of Appeal, as had the trial judge, erred
in law in its construction and application of section 18(3) of the Trade Marks
Ordinance (Cap. 559) (the “TMO”).

1. Dissimilarity of marks not at issue

TWG Tea argued that the Court of Appeal failed to follow the requisite “step
by step” approach in considering the application of the components of
section 18(3) of the TMO, namely “similarity” followed by “likelihood of
confusion”. However, the CFA rejected this submission. TWG Tea was
observed not to have contended at trial, that the marks are dissimilar under
section 18(3)(a), such that it is unnecessary to consider likelihood of
confusion under section 18(3)(b). Instead, TWG Tea’s case was that the level
of similarity, coupled with the context of use, was that there was no likelihood
of confusion.

2. “Essential” or “dominant” features against context

TWG Tea also submitted that the Court of Appeal misunderstood that it is
sufficient for similarity of marks under section 18(3) of the TMO to be
established where the defendant uses in connection with its goods the
“essential” or “dominating” feature of the registered mark. In particular, the
Court of Appeal (a) discounted the significance in assessing the colour
element and features other than the letters TWG, and (b) discounted the
visual elements in the defendants’ Cartouche signs and Balloon signs.

The CFA rejected this argument, because when applying section 18(3), it
cannot be erroneous in assessing “similarity” to consider if there be any
striking features of the mark or sign which appear “essential” or “dominant”,
but doing so without disregarding the entirety of the mark or sign or
stripping it of its context, including evidence of what happens in the
particular trade. The Balloon signs had never been used on its own, so an




average customer was only taught to place great significance on the “TWG”
instead of the Balloon signs. On the other hand, the coloured versions of Tsit
Wing’s registered marks were registered together with corresponding
monochrome versions as a series of trade marks. This indicated that the
presence of colours in Tsit Wing’s registered marks should be regarded as a
matter of non-distinctive character which did not substantially affect the
identity of the trade mark.

3. Visual comparison already made

TWG Tea further argued that the Court of Appeal placed too much emphasis
upon aural rather than visual comparison between Tsit Wing’s registered
marks on the one hand and the Cartouche signs and the Balloon signs on the
other. However, the CFA refuted this submission because the Court of Appeal
in its Judgment had already pointed out the considerable similarity with Tsit
Wing’s registered marks even on a visual level by the letters “TWG” in the
overall decor and packaging of the salon and products.

Passing-off

The CFA also discussed whether sufficient damage for passing-off was
sustained by “mere potential dilution of a trade mark” (as opposed to actual
confusion by consumers between the goods or services of the plaintiffs and
those of the defendants). TWG Tea argued that the United States approach
to “dilution” of trade marks does not represent the law of passing-off in
Hong Kong. The CFA accepted this submission but considered that it could
not assist TWG Tea’s case, because: (1) TWG Tea was not held liable on the
ground of dilution without confusion and deception; (2) it is well established
that the passing-off action protects goodwill against its threatened erosion by
the activity of the defendant in cognate fields into which the plaintiff may
wish to enter, where that activity causes or is likely to cause deception of those
familiar with the mark or other indicia of the plaintiff; and (3) TWG Tea was
found at trial to engage in the kind of activity referred to in (2).

In conclusion, the CFA held that the trial judge and the Court of Appeal did
not make any error of law in their approaches to determine questions of
similarity and likelihood of confusion. The appeal was dismissed.




Conclusion

The CFA Judgment authoritatively upheld the traditional English common
law position on passing-off and trade mark infringement actions. On passing-
off, the Judgment confirmed that the foreign concepts of “dilution” and
“unfair competition” are irrelevant. On trade mark infringement, it implied
that the higher court is unlikely to interfere with the lower court’s findings
on the questions of similarity and likelihood of confusion, if the latter has
considered: (1) striking features of the mark or sign which appear “essential”
or “dominant”, and (2) the entirety of the mark or sign, without stripping
the mark or sign of its context.




5.12 Tips for fighting trade mark squatters

Jenny Bakery, the Hong Kong bakery which has phenomenal sales and is
famous for its “4 MIX” cookies packed in teddy bear tins, is struggling with
trade mark squatters allegedly registering its trade marks in Chinese.

Back in 2009, possibly having no expectation of the overwhelming popularity
her bakery among tourists from the Mainland China, the owner of Jenny

Bakery (2{E/\BE8#/E) only registered the mark « ” (“Jenny Bakery
cookies since 2005 (and device)”) in English at the Trade Marks Registry in
Hong Kong. In 2014, however, an individual filed applications with the Trade

Marks Registry for registration of the marks “4 Mix 4 K, “24E# 25 and “/)\

ASHA33”, which are provisionally refused. The owner of Jenny Bakery swiftly
thereafter filed further applications of the said marks and marks which are
associated with its brand, some of which are provisionally refused. What else
can trade mark owners do when they discover their unregistered trade marks
have been registered by others?

Opposition

If the trade mark squatting is discovered before the trade mark is accepted
for registration, the trade mark owner may oppose its registration pursuant
to section 44 of the Trade Marks Ordinance (Cap. 559) (the “TMO”). Within
3 months after an application for trade mark registration is published in the
Hong Kong Intellectual Property Journal, any person may give notice of
opposition to the application on the ground that its registration should be
refused under the TMO. An example for such ground is that the registration
is applied for in bad faith (e.g. when there is no intention to use the trade
mark on all applied for goods and services, or where the applicant has no
entitlement to the mark).

Revocation

Even after a trade mark is registered, any person may still apply to the
Registrar of Trade Marks or the court for revocation or invalidation of the
registration under sections 52 and 53 of the TMO.




Non-use cancellation

Any person may apply for the revocation of the registration of a trade mark
if it has not been used as a trade mark in Hong Kong without any valid reason
for at least 3 years continuously. In support of the application for revocation,
the applicant will have to provide evidence of non-use of the registered trade
mark, which usually takes the form of statutory declaration of investigators
outlying enquiries made to ascertain that no use has been made. If the
revocation application is allowed, the rights of the registered owner of the
trade mark will cease from the date of the application for revocation or an
earlier date if the Registrar of Trade Marks or the court is satisfied that the
grounds of cancellation existed at an earlier date.

The trade mark owner may also seek to revoke a registered trade mark on the
ground that its use shall mislead the public as to the nature, quality or
geographical origin of the goods or services for which the trade mark is
registered.

Invalidation

Under section 53 of the TMO, any person may apply for a declaration of
invalidity of a registered trade mark on the ground that its registration should
have been refused on an absolute ground or a relative ground set out in
sections 11 and 12 of the TMO respectively. In the context of trade mark
squatting, the relevant absolute grounds would be that (1) the trade mark is
likely to deceive the public, (2) its use is prohibited in Hong Kong under or
by virtue of any law and (3) the application for its registration was made in
bad faith. The relevant relative grounds would be that there is an earlier
unregistered trade mark or other sign used in the course of trade or business
(the “Unregistered Mark”) whereas such Unregistered Mark is protected
primarily by the law of passing off, and/or copyright or registered design (if
applicable).

Passing off

Passing off is a cause of action under the common law tort. To succeed in a
claim of passing off against a trade mark squatter, the trade mark owner must
prove the 3 essential elements of passing off: goodwill, misrepresentation and
damage. The remedies for passing off include injunction against the trade
mark squatter from misusing the trade mark.

In practice, it is common to see a party who has acquired substantial
reputation and goodwill under its trade name and trade mark relying on both




the statutory provisions for revocation / invalidation of wrongfully registered
marks and passing off to stop infringing activities.

In the present case, as the third party applications for registrations of “Jenny
Bakery” and related marks have not been accepted for registration, the owner
of Jenny Bakery can oppose the marks when they are published for opposition.
She may also consider bringing passing-off actions against traders who have
misrepresented to the public that their goods are goods of Jenny Bakery.

Conclusion

Thanks to Hong Kong’s first-to-use trade mark registration system, the
unlawful registration of trade marks by squatters is not necessarily the end
of the world for the trade mark owners. There are statutory provisions and
common law action that trade mark owners may resort to for protecting their
rights. That said, the costs of registering a trade mark and conducting regular
pre-emptive trade mark searches are much lower than commencing legal
actions. Corporations should therefore place heavy emphasis on the
protection of intellectual property rights in their business plan and consider
taking pre-emptive measures in Hong Kong and in important markets such
as the PRC to protect their assets.




5.13 Suing others for making look-alike sneakers based on a “shape
mark”

On 14 October 2014, Converse Inc. (“Converse”), a well-known footwear
producer in the US, filed lawsuits in the United States District Court in
Brooklyn (the “Complaints”) against more than 30 companies (the
“Companies”) including Ralph Lauren Corporation, Skechers U.S.A., Inc.,
and Kmart Corporation, for infringing Converse’s shape mark registration
which protects the certain shape and features in the design of its iconic
sneaker.

Converse also filed separate
complaints against the
Companies under s. 1337 of Title
19 of the U.S. Code — unfair
practices in import trade at the
United States International Trade
Commission, which is
empowered to stop counterfeit
goods from entering the United
States.

There were multiple allegations
made by Converse, including: (i) trade mark infringement; (ii) false
designation of origin; (iii) unfair competition; (iv) trade mark dilution; and
(v) unfair business practices. This section will focus on exploring the
potential claim of trade mark infringement.

In the Complaints, Converse alleged that it owns rights in the shape of the
midsole design adopted in their sneakers which is registered as a trade mark
in the United States (the “Subject Mark”). The Subject Mark was registered
in Class 25 (footwear). The registration of the Subject Mark specified that
protection is conferred on the design of the two stripes on the midsole of the
shoe, the design of the toe cap, the design of the multi-layered toe bumper
featuring diamonds and line patterns, and the relative position of these
elements to each other. The following images were highlighted by Converse
in the Complaint filed against Skechers U.S.A. Inc. to illustrate the shape or
design of the Subject Mark (left) and the shape and design of Skechers’
sneakers (right):
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Converse’s claim

Converse suggested that the Companies sold, offered to sell, distributed,
promoted and/or advertised footwear products bearing shapes which are
confusingly similar imitations of the Subject Mark which are likely to cause
consumer confusion with and dilution of the Subject Mark which it asserts to
be well-known.

Converse claimed that the Companies were in contravention of ss.32(1), 43(a)
and 43(c) of the Trademark Act of 1946, namely, the Companies used the
Subject Mark and/or colourable imitation of the Subject Mark without the
consent of Converse, leading to consumer confusion as to the origin,
sponsorship, or approval of the Companies’ shoe products, which would
constitute trade mark infringement.

Hong Kong’s approach

In Hong Kong, an unauthorized use of any mark similar or identical to a
registered trade mark in the course of trade or business on identical or similar
goods or services registered under the registered mark, and which causes
confusion to the consumers, constitutes trade infringement (s.18 of the Trade




Mark Ordinance (Cap. 559) (“TMO”)). A trade mark may consist of words
(including personal names), indications, designs, letters, characters, numerals,
figurative elements, colours, sounds, smells, the shape of goods or their
packaging and any combination of such signs.

S.18(5) of TMO clarifies the meaning of “use” by providing that a person
uses a sign if he or she:

1. applies it to goods or their packaging;

offers or exposes goods for sale under the sign;

puts goods on the market under the sign;
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stocks goods under the sign for the purpose of offering or exposing them
for sale or of putting them on the market;

5.  offers or supplies services under the sign;
6. imports or exports goods under the sign; or
7. uses the sign on business papers or in advertising.

Having considered the elements of trade mark infringement in Hong Kong,
next question is whether a mark consisting of the shape of a sneaker will be
protected, in particular, as a shape mark.

Shape marks in Hong Kong

Converse’s trade marks are registered in the name of All Star C.V. in Hong
Kong and it appears that there is no equivalent registration of the Subject
Mark in Hong Kong.

Under Hong Kong laws, three-dimensional marks or shapes are registrable if
they are capable of distinguishing the goods and services of one trader from
another. To seek protection of a three-dimensional shapes mark, the
following requirements need to be fulfilled.

Shape functioning as a trade mark

The function of a trade mark is to show the connection in the course of trade
between the goods (e.g. footwear) and the proprietor (e.g. Converse). Shapes
that are merely pictorial descriptions of products are unlikely to function as
trade marks in Hong Kong. The shape of an article cannot be registered in




respect of goods of that shape, unless it contains some addition to the shape
of the article which has trade mark significance.
Shapes which are not debarred from registration

However, certain shapes are debarred from registration, namely:-

1.  shape resulting from the nature of the goods themselves;
shape of goods that is necessary to obtain a technical result;
shape which gives substantial value to the goods;

shape lacking in distinctive character; and

A I

indistinctive shape with distinctive element(s) which are not
immediately apparent.

In other words, elements of distinctiveness must be proven by a shape mark
owner, i.e. that the public recognises the shape to be associated with the owner,
and that it is confused to believe that the alleged infringer’s products is related
to those of the mark owner’s, before a finding of infringement would be made.
These are likely hurdles that Converse needs to overcome before succeeding
in its claims in the US.

Conclusion

Whilst awaiting the outcome of these cases, it is worthwhile to be aware of
possible shape mark infringement in order to protect proprietors’ right. The
footwear industry should always pay much attention and caution to conduct
due diligence before designing their products to avoid infringement of third
parties’ rights in shape marks.




5.14 Suing competitors for copying your trade mark in metatags to
improve online ranking?

With the advancement of technology nowadays, companies are keen to
promote their goods or services through the Internet. In particular, having a
strong online presence is desirable for website owners as they always want
their websites to appear as the first result at Google search when the keywords
of their business interest are being searched for. A successful online presence
would help consumers to easily identify their products so as to stand out from
the crowd.

Many companies adopt “search engine optimisation” strategies as their
marketing tactics to attract online traffic. By doing so, website owners may
rely on metatags to improve their rankings in the search engines’ result pages.
However, it raises the question of whether a website owner would be
infringing others’ rights if the metatags (the invisible data on their website)
they have chosen are other’s registered trade marks?

This section explores the potential liability of website owners in copying
others’ trade marks as metatags for the purpose of achieving higher ranking
in search engine results.

Use of others’ trade marks as metatags in online marketing
What are metatags?

Search engines have elaborative indexing systems which can take account not
only of visible information in a website but also information that never appear
visibly — known as “metatags”. Metatags are words in the hypertext markup
language (HTML) of a website. They are invisible data in a website which
are recognisable by search engines but not visible on screen when an Internet
user views the website. To illustrate, the following text box shows a sample
webpage’s description of metatag (highlighted in blue) which gives search
engines a summary of what the webpage is about — “intellectual property
publications™.




<head>

<meta charset=“UTF-8">

<meta name=“description” content=“intellectual
property publications”>

<meta name=“keywords” content=“law,legal,IP”>
<meta name=“author” content=“ONC Lawyers”>
</head>

Search engines (e.g. Google) might use the metatags as snippets for the
webpages. For Google, the snippets (i.e. intellectual property publications)
are highlighted in red when they appear in the user’s query, as shown below.
This would give the Internet users ideas whether the content on the website
matches with what they are searching for.

GO SIC intellectual property publications ) “

I

Intellectual Property Technology - ONC Lawyers
www.onc.hk/pages/index asp?pg...intellectual_property... ~ EEESHFEE
Intellectual Property & Technology ... We advise on and prepare intellectual property
exploitation agreements ... Please refer to our articles in "Publications’.
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Operation and significance in marketing

In Belgian Electronic Sorting Technology NV v Peelaers and another [2013]
Al ER (D) 191 (Jul), the Court of Justice of the European Union summarised
the operation and significance of metatags in advertising as follows:

1. they constitute a factor enabling search engines to rank the websites
according to their relevance to the search term entered by the Internet
user.

2. the consequences for the use of metatags corresponding to the names of
a competitor’s goods and its trade name include:




a. when an Internet user looking for the goods of that competitor
enters one of these names or that trade name in a search engine, the
result displayed by it will be changed to the advantage of the user
of those metatags and the link to its website will be included in the
list of those results.

b. when links to websites offering the goods of a competitor of that
company are displayed, in the list of natural results, the Internet
user may perceive those links as offering an alternative to the goods
of that company or think that they lead to sites offering its goods.

c. it is suggested to the Internet user who enters one of the names of
a competitor’s goods and its trade names as a search term that that
website is related to the search, such use must be considered as a
form of representation.

Having said that, it is of no doubt that the use of metatags can be a powerful
promotion strategy which aims to attract online traffic through taking
advantage of the “fame” of their competitors.

Could metatagging lead to trade mark infringement or passing off?

As metatags are invisible on the Internet users’ screens, would its use still be
possible to amount to trade mark infringement and/or passing off?

Trade mark infringement

In a Court of Appeal case in the United Kingdom, Reed Executive pic and
another v Reed Business Information Ltd and others [2004] R.P.C. 40, it was
ruled that when no confusion was caused by the use of metatags, there would
be no infringement.

However, in the Hong Kong case of China National Gold Group
Corporation v China (HK) Gold Group Shares Ltd [2013] HKEC 1537
English Judgment, where the plaintiff sue the defendant for using its website
“www.chngold999.com” to promote retail business in the PRC. The plaintiff
alleged that the defendant infringed their trade mark “China Gold” by using
that website and relevant metatags. The Court of First Instance held that the
defendant’s act constituted trade mark infringement and passing off.

In that case, Deputy High Court Judge Mayo indicated that the case was
aggravated by the material contained in the defendant’s website that included




“metatags” which had the effect of giving prominence to the defendant’s
material in a search engine on the Internet, and this of itself constituted trade
mark infringement.

In this regard, it appears that using others’ trade marks in metatags so that
the website ranks higher in search engines could result in trade mark
infringement.

Passing off

In Reckitt & Colman Products Ltd v Borden Inc. [1990] 1 WLR 491, the
essential elements of passing off are as follows (adopted by the Court of Final
Appeal in Re Ping An Securities Ltd (2009) 12 HKCFAR 808):

1.  the goodwill of the plaintiff;
2.  misrepresentation by the defendant; and
3.  the likelihood of damages.

It is important to note that the use of metatags on its own is unlikely to
constitute passing off, unless there are situations which increase the risk of
confusion.

In relation to the passing off claim in Reed Executive plc, Jacob L] pointed
out that there was evidence that if a search under the phrase “Reed jobs” was
made, totaljobs (the defendant’s website) would appear below the claimants’
website in the search results. In other words, anyone looking for Reed
Employment would find the claimants rather than totaljobs, the defendant.
The appeal by the defendant was allowed as Jacob L] indicated that he was
unable to see how there could be passing off.

Discussion on the use of metatag in Hong Kong cases is scanty and it is
uncertain whether Hong Kong courts would follow the principles laid down
in Reed Executive plc. However, it appears from the foregoing cases that the
effect of the use of metatags in generating search results is crucial in
determining whether confusion is caused, and whether there is trade mark
infringement and/or passing-off.




Conclusion

In internet marketing, there is increasing use by advertisers of search engines
to identify goods and services. Online shopping is convenient for consumers,
yet, it also creates legal issues to advertisers in the use of others’ trade marks
in metatags. That said, advertisers should be cautious of the risk of trade
mark infringement and passing off in creating the metatags. For trade mark
owners, they should closely monitor the use of their trade marks by other
parties by conducting internet search from time to time.




5.15 Injunctions against ISPs for websites selling counterfeits are
possible

In this section, we will look at the English Court of Appeal decision in Cartier
International AG & Ors v British Sky Broadcasting Limited [2016] EWCA
Civ 658 in July 2016, where its legal principles were later affirmed and applied
in Football Association Premier League Ltd v British Communications Plc
[2017] EWHC 480. The Court of Appeal affirmed the High Court decision,
which is believed to have paved the way for trade mark owners to bring
website blocking order actions against internet service providers (“ISPs”),
forcing them to block their customers from accessing websites which contain
infringing contents.

Brief facts

The Claimants owned a large number of UK registered trade marks,
including Cartier, Montblanc and IWC. They sought orders against the five
ISPs in the UK which accounted for 95% of the market share, requiring the
ISPs to block access to the websites that infringed their trade marks by
advertising and selling counterfeit goods. The Claimants contended that the
operators of the target websites were infringing their trade marks by using
the services of the ISPs.
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The proceedings

The High Court held that it had jurisdiction and it was proportionate to grant
website blocking orders (the “Orders™) against the ISPs in the circumstances.
The ISPs were also required to bear the costs of implementing the Orders.

On appeal, the ISPs challenged the court’s jurisdiction to grant the Orders,
that the jurisdictional threshold requirements were not satisfied, and the
failure of the trial judge to properly identify the correct principles that should




be applied in deciding whether to make a website blocking order. They argued
that the Orders were disproportionate because the ISPs, being wholly
innocent, should not be required to pay for the costs of implementing the
Orders.

The Court of Appeal’s decision

The Court of Appeal agreed that the ISPs were innocent of wrongdoing and
did not owe a common law duty to take reasonable care to ensure that their
services were not used by the operators of the offending websites.
Nevertheless, it was noted that as the operators of the target websites need
the services of the ISPs in order to offer and sell their counterfeit goods to
consumers in the UK, the ISPs were inevitable and essential actors in those
infringing activities.

As such, it would be appropriate to subject the ISPs to website blocking orders
in certain circumstances. To invoke the Court’s jurisdiction to grant such
orders, the Court of Appeal affirmed that all of the following four
requirements should be satisfied:

1.  the ISPs were intermediaries;

2. the operators of the target websites infringed the trade marks;

3. the operators of the target websites used the ISPs’ services for
communicating the advertisements and offers for sale of the counterfeit
goods and making agreements to sell and supply counterfeit goods to
consumers in the UK; and

4.  the ISPs had the requisite knowledge as their services were used by the
operators of the target websites.

The Court of Appeal further restated that several key principles should be
satisfied before making a website blocking order:

1. the relief must be necessary, effective and dissuasive;

2. it must not be unnecessarily complicated or costly;

3. it must avoid barriers to legitimate trade;

4. it must be fair and equitable and strike a “fair balance” between the

applicable fundamental rights;

5. it must be proportionate;




6. it must have regard to the substitutability of other websites for the target
websites; and

7.  remedies should be applied in such a manner as to provide safeguards
against their abuse.

By applying the aforesaid threshold conditions and key principles, the Court
of Appeal affirmed the High Court’s grant of the Orders and dismissed the
appeal.

Implications

It is believed that this decision would be mostly welcomed by trade mark
owners in their fight against the sale of false and counterfeit goods, as it opens
the door for trade mark owners to seek website blocking orders. It also has
wider significance in reinforcing the court’s equitable jurisdiction to grant
injunctive relief in respect of trade mark infringement matters.

Notwithstanding the good news brought about by this decision, we consider
it apt to add a caveat here. The Court of Appeal recognised that the trade
mark owners are generally required to bear the costs of monitoring the online
infringing activities, preparing the applications for website blocking orders,
and monitoring the effectiveness of such orders. Further, the trial judge had
not ruled out the possibility that trade mark owners may be ordered to pay
some or all of the costs of the implementation of website blocking orders in
certain cases.

This may suggest that website blocking orders may not be costs effective to
be pursued by the trade mark owners in every case. In fact, according to the
experience in the UK with respect to such orders against copyright
infringement, copyright owners used their resources to seek relief only
against the most egregious infringers.




5.16 Parallel import on re-brand pharmaceutical products

Have you been prescribed or purchased Tylenol or Anadin tablets in Hong
Kong before? They contain the identical active ingredient as Panadol,
paracetamol, but why do your doctors usually prescribe Panadol or generic
paracetamol? Could one import Tylenol or Anadin from overseas and sell it in
Hong Kong as “Panadol” or “Panadol Plus”? The English Court of Appeal
has given some insight to these questions in Specialty European Pharma Ltd
v Doncaster Pharmaceuticals Group Ltd [2015] EWCA Civ 54 (“SEP v
Doncaster”).

SEP v Doncaster
Facts

Madaus GmbH manufactures trospium chloride and markets it in France
under the trade mark CERIS and in Germany under the mark URIVESC. It
has appointed the claimant, Specialty European Pharma Limited (“SEP”) as
its exclusive licensee of trospium chloride marketed under the REGURIN
mark in the UK and SEP distributes the product there. The first defendant,
Doncaster Pharmaceuticals Group Limited (“Doncaster”) imported CERIS
by placing stickers over the box bearing the name “trospium chloride” but
without using the REGURIN mark (“over-stickering”). Subsequently it
started over-stickering the boxes with the mark REGURIN (“re-branding™).
It has also started to import URIVESC and to re-brand that with REGURIN
as well. SEP claimed trade mark infringement against Doncaster for the re-
branding practice.

Legal analysis

Under EU law, restrictions on basic free movement of goods and services
within the EU may be justified on grounds of protection of industrial and
commercial property (including trade marks). Notwithstanding that, such
restrictions shall not constitute a means of arbitrary discrimination or a
disguised restriction on trade between EU states, i.e. artificial partitioning of
the market. In SEP v Doncaster, the Court summarised the principles on the
rights of a trade mark owner vis-4-vis parallel importers in this regard:

subject to compliance by the importer with all the conditions in Bristo/-Myers
Squibb v Paranova [1997] FSR 102 (“BAMS”), namely, (i) necessary to
repackage to market the product, (ii) no effect on original condition and
proper instructions, (iii) clear identification of manufacturer and importer,




(iv) non-damaging presentation, and (v) notice, a trade mark owner may not
enforce his mark against parallel imported goods which are re-branded if it is
established that it is necessary to re-brand in order to gain effective access to
the market;

1.  effective access to the market is not achieved by being able to place some
goods on the market;

2. it may be necessary to re-brand where the parallel importer is not
excluded from the whole of the market, but is merely excluded from a
substantial part of it or from a significant proportion of consumers;

3. in determining whether it is necessary to re-brand, the court must
consider what alternatives exist for the parallel importer, and whether
they are realistic (e.g. trying to eliminate label-resistance amongst
pharmacists or consumers).

The Court held that because in the UK the pharmacist is not allowed to
substitute another product, even if identical, once the prescription is written
for a brand, it is necessary to re-brand in order to get access to that part of
the market which is not insignificant. There is also a persistent practice of
filling generic prescriptions with REGURIN, and thereby foregoing very
significantly increased profits, which the Court considers to suggest a strong
resistance to brands other than REGURIN.




The Court also noted that it was unrealistic for Doncaster to adopt its own
brand for its parallel imports and market them directly to doctors: to do so
would have asked the doctor to place reliance on an inherently unreliable
source of supply (i.e. parallel imports), something the doctor does not do if
he prescribes REGURIN, FLOTROS (another brand of the same generic
drug) or by reference to the generic name. The Court considered that
Doncaster’s parallel imported product will not be able to compete on price
with generic product, so there is no benefit in that regard.

In the circumstances, the Court concluded that a significant portion of the
market at both prescribing doctor and pharmacist levels remain inaccessible
for Doncaster: the adoption of an own brand is not a real world alternative.
As such the enforcement of the trade mark would create an artificial partition
in the market in a way which makes it unlawful to enforce the trade mark
under EU law. Hence, SEP’s claim failed.

How about in Hong Kong?

Under section 20(1) of the Trade Marks Ordinance (Cap. 559), a registered
trade mark is not infringed by the use of the trade mark in relation to goods
which have been put on the market anywhere in the world under that trade
mark by the owner or with his consent. Nevertheless, it does not cover a case
similar to SEP v Doncaster, where the product is marketed under different
marks in different countries.

Freedom of movement of goods is nonetheless enshrined in Article 115 of
the Basic Law of Hong Kong. Enforcement of trade mark rights by a
proprietor in a way similar to SEP may amount to abuse of market power, and
thus breach of the Second Conduct Rule under the Competition Ordinance
(Cap. 619) upon its full implementation. The concerted practice, between an
overseas manufacturer or global distributor granting an exclusive trade mark
licence to a local distributor, may also be regarded as anti-competitive and
amount to breach of the First Conduct Rule thereunder, since effective access
to market would not be achieved.

Unless the prevailing local prescription practice is markedly different from
that in the UK, SEP v Doncaster may arguably be in favour of re-branding
of pharmaceutical products by parallel importers in Hong Kong pursuant to
the full implementation of the Competition Ordinance. But in order to
benefit from the “protection” against trade mark owners, it is at least
necessary for parallel importers to comply with the BAS conditions.




Other regulatory provisions

Despite the foregoing, parallel importers are required to observe other
regulatory laws in Hong Kong. For instance, under the Trade Descriptions
Ordinance (Cap. 362), it is a criminal offence if a person falsely applies to any
goods any trade mark or any mark so nearly resembling a trade mark as to be
calculated to deceive, unless he proves that he acted without intent to defraud.
In order not to fall within the ambit of this offence, parallel importers should
follow strictly the BMS conditions. In particular, there should be clear
identification of the manufacturer and importer on the packaging of
pharmaceutical products.

Further, before starting to deal with parallel import pharmaceutical products,
parallel importers shall comply with the provisions under the Pharmacy and
Poisons Ordinance (Cap. 138) and the Pharmacy and Poisons Regulations
(Cap. 138A), including the following:

1.  parallel importers shall apply for a wholesale dealer licence and could
only sell to other wholesale dealers, licensed manufacturers and listed
seller of poisons;

2. the pharmaceutical products shall be registered with the Pharmacy and
Poisons Board;

3. the products shall be properly labelled, stored and transported, and the
sales thereof shall be strictly limited.

Conclusion

It is at least arguable that subject to local regulatory requirements, parallel
importers may re-brand pharmaceutical products and offer them for sale in
Hong Kong, particularly with the full implementation of the Competition
Ordinance. On the other hand, trade mark owners could still claim against
parallel importers in infringement if the conditions in SEP v Doncaster are
not satisfied, for example where there is evidence to prove effective access of
parallel import pharmaceutical products to the market even without re-
branding.




5.17 Why was McDonald’s “Big Mac” trade mark revoked in Europe?

In the European Union Intellectual Property Office’s (“EUIPO”) decision in
Supermac’s (Holdings) L.td v McDonald’s International Property Company,
Ltd dated 11 January 2019, the EUIPO revoked McDonald’s rights in respect
of the trade mark “BIG MAC”. The reason for the decision was that
McDonald’s had failed to provide sufficient evidence to the EUIPO to prove
that the trade mark “BIG MAC” was genuinely used in the European Union
(“EU”) within a continuous period of five years.

Background

Supermac's (Holdings) Ltd, which runs an Irish fast food chain under the
name “Supermac’s”, filed a request for revocation of McDonald’s trade mark
“BIG MAC?” against all the goods and services covered, alleging that the trade
mark had not been put into genuine use in the EU within a continuous period
of five years in the past, for the goods or services for which it is registered,
and there are no proper reasons for non-use. The goods and services covered
by the “BIG MAC” trade mark include Class 29 (foods prepared from meat,
pork, fish and poultry products, meat sandwiches, etc.), Class 30 (edible
sandwiches, meat sandwiches, pork sandwiches, etc.) and Class 42 (services
rendered or associated with operating and franchising restaurants and other
establishments or facilities engaged in providing food and drink prepared for
consumption and for drive- through facilities, etc.).

McDonald’s submitted the following evidence as proof of use:

1.  three affidavits signed by representatives of McDonald’s in Germany,
France and the United Kingdom, detailing sales figures for the period
between 2011 and 2016;

2. brochures and printouts of advertising posters, in German, French and
English, showing, inter alia, “Big Mac” meat sandwiches; and packaging
for sandwiches (boxes);

3. printouts from the McDonald’s websites in different countries in EU;
and

4. a printout from en.wikipedia.org providing information on the “Big
Mac” burger.




EUIPO’s analysis

Regarding the affidavits, although the EU regulations allow statements that
are drawn up by interested parties themselves or their employees, such
statements are generally given less weight than independent evidence. The
probative value depends on whether or not they are supported by other types
of evidence (labels, packaging, etc.) or evidence originating from
independent sources.

As regards the printouts from McDonald’s own websites, promotional
brochures and packaging, EUIPO noted that these evidences originate from
McDonald’s itself. It could not be concluded from the web pages whether, or
how, a purchase could be made or an order could be placed. There is no
information of a single order being placed. The connection between
McDonald’s websites and the eventual number of items offered or sold could
not be established. There is also no information about how the brochures were
circulated, to whom they were offered, and whether they have led to any
potential or actual purchases. There is no independent evidence that shows
how many products for which the packaging was used were actually offered
for sale or sold. In other words, then EUIPO viewed that McDonald’s had
failed to prove the extent of use of “BIG MAC”.

For the printout from en.wikipedia.org, EUIPO noted that Wikipedia entries
are not reliable sources of information as they can be amended by Wikipedia’s
users. They are only relevant for supporting other independent evidence. As
the other evidences in this case fail to show the extent of use, the printout
from Wikipedia could not change the conclusion reached.

EUIPO’s decision

EUIPO concluded that the evidence provided by McDonald’s do not provide
conclusive proof that the products marked with “BIG MAC” are offered for
actual sale, as there is no confirmation of any commercial transactions, either
online, or via brick-and-mortar operations. Even if the goods were offered
for sale, there is no data about how long the products were offered on the
given web page or in other ways, and there is no information of any actual
sales taking place or any potential and relevant consumers being engaged,
either through an offer, or through a sale. Finally, as far as the services are
considered, there is no evidence that refers to any of the registered services
being offered under the trade mark “BIG MAC”.




Therefore, EUIPO concluded that the evidence does not allow the conclusion
that “BIG MAC” was genuinely used during the continuous period of five
years for the relevant goods and services. EUIPO stated that this finding was
due to the fact that McDonald’s had chosen to restrict the evidence submitted.
McDonald’s has a right to appeal within two months.

Conclusion

This case illustrates that whenever a trade mark owner faces a claim for
revocation of trade mark due to non-use, the trade mark owner must provide
sufficient evidence to prove not only the use of trade mark during the relevant
period within the territory, but also evidence to prove the “extent of use”. It
is preferable to have independent evidence from reliable sources, showing that,
for example, orders being placed, number of items offered or sold, how the
marketing materials were circulated, to whom they were offered, and whether
they have led to any potential or actual purchases. Otherwise, brand owners
may find themselves in a painful situation — as McDonald’s does in this case.




5.18 Why did Adidas lose the trade mark battle against Shoe Branding
Europe BVBA?

On 19 June 2019, The European Union General Court (the “General Court™)
dismissed the appeal application filed by Adidas and upheld the decision of
European Intellectual Property Office (“EUIPO”)’s Second Board of Appeal
that, among other things, Adidas’ signature mark of parallel equidistant
stripes “  ” lacks the distinc ||l eness required for it to be qualified for trade
mark protection. This ruling effectively puts an end to Adidas’s attempt to
defend its trade mark in the European Union (“EU”).

Background

On 18 December 2013, Adidas filed an application for registration of an EU
trade mark with EUIPO in respect of clothing, footwear and headgear. In its
application for registration, the mark, being identified as a figurative mark,
was described as “The mark consists of three parallel equidistant stripes of
identical width, applied on the product in any direction. ” (the “Three-Stripes
Mark”).

While the Three-Stripes Mark was successfully registered with EUTPO on 21

May 2014, Shoe Branding Europe BVBA as intervener filed an application for

declaration of invalidity of the Three-Stripes Mark on 16 December 2014

primarily on the basis that the Three Stripes Mark is devoid of any distinctive

character, both inherent and acquired through use pursuant to Article 52(1)(a)
of Regulation No 207/2009 (now Article 59(1)(a) of Regulation 2017/1001)

and Article 7(1)(b) of Regulation No 207/2009 (now Article 7(1)(b) of

Regulation 2017/1001) (the “Declaration™).

Such application of the Declaration was granted by the Cancellation Division
on 30 June 2016. Adidas then filed an appeal with EUIPO on 18 August 2016
on the basis that the Three-Stripes Mark had acquired distinctive character
through use within the meaning of Article 7(3) and Article 52(2) of
Regulation No 207/2009 (now Article 7(3) and Article 59(2) of Regulation
2017/1001) and shall therefore be qualified for trade mark registration.

Such appeal, however, was dismissed by the Second Board of Appeal of
EUIPO (the “Board of Appeal”) on 7 March 2017 on the basis that (1) the
Three-Stripes Mark (as a figurative mark) was inherently devoid of
distinctive character and that (2) Adidas had failed to establish that such mark




had acquired distinctive character through use throughout EU. Adidas further
appealed to the General Court.

Grounds of appeal

Adidas primarily relied on two grounds in filing the appeal to the General
Court.

Firstly, the Board of Appeal had erred in dismissing a number of evidence on
the ground that such evidence related to signs other than the mark at issue. It
was Adidas’s position that such conclusion of the Board of Appeal regarding
the admissibility of its evidence is the result of (1) its misinterpretation of
the Three-Stripe Marks by reference predominately to a specific ratio of
height and width of such mark and (2) its failure to take into consideration
the law of permissible variations.

Secondly, the Board of Appeal was mistaken in concluding that Adidas had
failed to establish that the Three-Stripe Mark had acquired distinctive
character through use in EU.

Court’s decision

In rejecting the first ground of appeal regarding the interpretation of the
Three-Stripes Mark and by adopting the decision in Jaguar Land rover v
OHIM (Shape of a car) (T-629/214, not published, EU:T:2015:878, para. 34),
the General Court held that the registration of trade mark can take effect only
on the basis of, and within the limits of, the application for registration filed
by the applicant with EUIPO. In other words, EUIPO may not take into
account characteristics of the mark applied for that are not set out in the
application for registration or in the accompanying documents.

In the present case, Adidas acknowledges that the Three-Stripe Mark was
validly registered as a “figurative mark” (as opposed to pattern mark). It
follows from case law that such mark, in principle, is registered in the
proportions shown in its graphic representation. As such, Adidas is not
entitled to submit that the Three-Stripes Mark represents a “surface pattern”
that may be reproduced in different dimensions and proportions depending
on the goods on which it is applied. Such position is simply not consistent
with its registration application. Accordingly, the General Court held that the
Board of Appeal was not mistaken in its interpretation of the Three-Stripes
Mark.




Regarding the alleged misapplication of the law of permissible variations,
Adidas argued that according to such law of permissible variations, the use
of a mark in a form differing in elements which do not alter the distinctive
character of that mark in the form under which it was registered shall also be
considered as use of that mark and are therefore relevant for the purposes of
assessing whether the mark at issue has acquired distinctive character. It
follows that, as Adidas argued, the evidence of use (including several numbers
of images showing the Three-Stripes Mark on different products) should
have been considered by the Board of Appeal in reaching its decision on the
distinctiveness of the Three-Stripe Mark.

The General Court rejected such argument and agreed with the ruling of the
Board of Appeal. In essence, the General Court is of the view that the Three-
Stripes Mark had relatively few characteristics and consisted of three black
parallel lines in a rectangular configuration on a white background, which in
other words, was “extremely simple”. It follows that, given the extreme
simplicity, even a slight variation could produce a significant alteration to the
characteristics of the mark as registered. The act of reversing the colour
scheme, even if a sharp contrast between the three strips and the background
is preserved, cannot be described as an insignificant variation. The images
adduced by Adidas are related to forms of use that differ from the form in
which the mark at issue has been registered. In particular, such differences
constitute significant changes so that the forms of use in question cannot be
regarded as broadly equivalent to the registered form of the mark at issue and
the Board of Appeal was correct in holding that such images were related to
signs other than the mark at issue.

In relation to the second limb of Adidas’s appeal regarding the acquiring of
distinctive character through use, the general legal principles governing the
acquisition of distinctive character through use were not disputed by Adidas.
As the General Court recognised, it is settled case-law that factors such as the
market share held by the mark at issue; how intensive, geographically
widespread and long-standing use such mark has been; the amount invested
by the undertaking in promoting the mark and the proportion of the relevant
class of persons who, because of the mark, identify goods as originating from
a particular undertaking shall be taken into account when assessing whether
the mark at issue had in fact acquired distinctive character through use. The
General Court rejected such ground of appeal mainly on the insufficiency of
the evidence adduced by Adidas in that case for establishing the factors
mentioned above.




Conclusion

With no doubt, this case has dealt a great blow to Adidas’s attempt to expand
its boundary of trade mark protection in EU. At the same time, it also serves
as a good reminder to trade mark applicants as to the importance of a well-
planned registration application and in particular the mark description
therein.




5.19 Heavy price for MUJI due to insufficient coverage of trade mark
registration in China

The Japanese brand MUJI lost in a trade mark infringement case to a local
Chinese company with an earlier registered mark which highly resembles the
former’s well-known trade name. China’s Supreme People’s Court has
ultimately ruled against MU]JI in an appeal after the claims went on for close
to a decade. On 4 November 2019, MUJI was ordered by the Beijing
Municipal High People’s Court to pay damages of more than RMB 600,000
(USD 87,000) and publicly apologizing to the local company.

Background

Japanese retail company Ryohin Keikaku (“Muji”), generally known by its
brand name “MUJI”, was founded in 1980 and entered into the Chinese
market in 2005. China is currently its largest offshore market outside of Japan
with up to 256 stores in various Chinese cities, and still rapidly expanding.
Muji produces and sells a wide variety of stationery, clothing, household
furnishings and personal care products under the name of “MUJI” and/or
“mEHRm” in Japanese Kanji characters (which are identical to traditional
Chinese characters that translate as “unbranded quality goods”). Muji
applied for registration of “MEJR m" as a trade mark in China (the
“Applications”). Despite the Applications covered most types of goods the
brand sells, not all are covered, in particular a few of the sub-classes under
Class 24 which includes bedspreads, pillow shams and towels etc.

The Chinese company, Hainan Nanhua had registered a trade mark “FGEIR
an” (Chinese transliteration: Wuyinliangpin) (the “Wuyinliangpin mark”) in
2001 and later transferred the same to Beijing Cottonfield Textile Corporation
(“Beijing Cottonfield”) in 2015. Beijing Cottonfield then established a brand
with stores in the name of “MUJI Natural Mill” (“Natural Mill”). Natural
Mill opposed against Muji’s Applications, and also brought a claim of trade
mark infringement against Muji. Muji has allegedly, and subsequently found
by the court to be infringing upon Natural Mill’s intellectual property rights
for selling Muji-branded bedcovers and towels in association with the “#&E[
R f” mark in China.




Similarities in the marks and in the respective goods

Natural Mill sells fabric products, mainly bed covers and towels under the
Wauyinliangpin mark, which is largely visually similar to Muji’s Chinese trade
name, only with the first character written differently (i.e. the former in
simplified Chinese whereas the latter traditional Chinese). Both marks are
aurally identical as well. While acknowledging that Natural Mill holds the
rights attached to the Wuyinliangpin trade mark, Muji argued that they had
legally registered almost all of its products under its name, and should be
protected for being a well-known trade mark.

Similarities in product packaging and promotions

Not only the products offered in association with the marks, but also the
interior design and colour tones of the retail stores of Natural Mill appear to
be very similar with that of Muji’s stores. For instance, both companies
display the names consisting of the disputed marks in white words on a dark
red background. Further, the products and packaging of both companies
share the same design features of simplicity and plain neutral colours.

Causing confusion on part of the public and taking advantage of Muji’s
reputation

Ryohin Keikaku has first introduced the “MU]JI #EIR @” brand in 1989 in
Japan, but the mark has only been promoted in China since the setting up of
Muji Shanghai in 2005. The brand had already gained reputation in the
consumer market in various countries around the world and its minimalist
style had been widely recognized prior to 2005. Therefore, it may be more
plausible than otherwise that the public would associate the words of “MU]JI”
and “#&EIEf” with the Japanese brand instead of Natural Mill. As such,
concurrent use of both marks on similar products may easily cause confusion
on general consumers and make it difficult to distinguish between the goods
originating from the two separate and unrelated companies.

Current trade mark registration regime in the PRC

First-to-file system

China follows a first-to-file system for trade mark registrations. The earlier
registrant generally takes priority over subsequent applicants to use such
mark in the same and/or conflicting classes, and enjoys the trade mark
protections attached thereto.




Classification and sub-classification system

Further, unlike the Nice Classification which is adopted by Hong Kong and
most other jurisdictions, goods and services are further divided into various
sub-classes under the PRC regime. Each sub-class contains a specific list of
standard items. Therefore, it may be possible for a similar mark to be
registered in other sub-classes within the same class as the prior mark. As
such, trade mark applicants in the PRC should be minded to ensure the
application covers as many types of goods and/or services they intend to
provide in association with the applied-for mark. Otherwise, using the mark
in connection with any sub-class of goods and/or services that it is not
registered for may render serious consequences like trade mark infringement
liabilities as in Muji’s case.

Conclusion

In view of the current trade mark regime in China, businesses should take
measures to better manage their interests and priority in trade mark
protections. Especially for businesses with plans to expand into the PRC, it is
advisable to register their trade marks with sufficient coverage in China as
much as practicable so as to outrun and prevent any dishonest trade mark
squatters taking advantage of the brand’s reputation.

Businesses should also regularly monitor whether there is any potentially
infringing trade mark application made in bad faith. Oppositions should be
raised in a timely manner to protect their own interests. Further, updating
trade mark records and urging regular communications between legal and
marketing departments are also recommended.




5.20 Under what circumstances will selling genuine goods be treated
as trade mark infringement?

In Mary Kay Inc & Ors v #I X WEE R 5] (Zhejiang Tmall Network Co
Ltd) & Ors[2021] HKCFI 1403, the defendants sourced genuine goods from
the plaintiffs and sold such goods to third parties. However, the defendants
removed the production codes on the packaging before selling the goods. The
Court of First Instance held that the defendants were not liable for trade mark
infringement. This article explains the reason for the finding above and
discusses the relevant intellectual property issues raised in this case.

Facts

The plaintiffs carried on business in the marketing of skin care and cosmetics
products. The 1st to 3rd defendants operated e-commerce platforms
including “Taobao” and “Tmall China” on which traders could operate online
shops and trade. The 4th to 5th defendants operated such online shops on the
e-commerce platforms of the 1st to 3rd defendants and sold genuine products
originated from the plaintiffs. The plaintiffs’ claims were for trade mark
infringement and passing-off based on four trap orders placed by their
solicitors in Hong Kong.

Trade mark infringement

The first issue is whether there was any trade mark infringement committed
by the defendants. As a starting point, a person infringes a registered trade
mark if he commits the acts prescribed under section 18 of the Trade Marks
Ordinance (Cap. 559) (“TMO”).

Section 20 of the TMO provides a defence to trade mark infringement
generally known as “Exhaustion of Rights”. Section 20 reads:

“20. Exhaustion of rights conferred by registered trade mark

(1) Notwithstanding section 18 (infringement of registered trade mark),
a registered trade mark is not infringed by the use of the trade mark in
relation to goods which have been put on the market anywhere in the world
under that trade mark by the owner or with his consent (whether express
or implied or conditional or unconditional).

(2) Subsection (1) does not apply where the condition of the goods has
been changed or impaired after they have been put on the market, and the




use of the registered trade mark in relation to those goods is detrimental
to the distinctive character or repute of the trade mark. ”

As regards section 20(1), since the products in question were genuine
products originated from plaintiffs, they were goods which had been put on
the market by the plaintiffs or with their consent.

Concerning section 20(2), not all changes to the physical condition of goods
give the proprietor a legitimate excuse to rely on his trade mark to prevent
further commercialisation of his goods. It is only if the condition of the
product inside the packaging is adversely affected that the proprietor can rely
on his trade mark rights. The damage must be substantial for the restriction

to apply.

In the present case, the Court found that there was no change in the condition
of the products themselves. The removal of the production codes on the
packaging could not by any imagination affect the condition of the products
inside. Further, there was no evidence that the use of the marks in relation to
those products was detrimental to the distinctive character or repute of the
mark. The Court therefore concluded that the exception in section 20(2) did
not apply, the defendants could rely on the Exhaustion of Rights defence
under section 20(1), and the plaintiffs’ case on trade mark infringement was
doomed to fail.

Passing-off

The second issue is whether there was any passing-off committed by the 4
to 5* defendants. The plaintiffs suggested that the e-commerce platforms
were set up and intended to mislead the public in Hong Kong and that the
sale of the products in question by the 4" to 5** defendants were authorised
by and/or related to the plaintiffs.

Passing-off occurs when a trader misrepresents that the goods are those of
another trader by pretending to be an agent of another trader and imitating
the trade mark or brand name of another trader. In order to succeed in
passing-off claims, the plaintiff has to show that: (i) he has
goodwill/reputation in his goods; (ii) the defendant has made a
misrepresentation leading the public to believe that the goods are those of the
plaintiff; and (iii) the plaintiff has suffered damage as a result of the
defendant’ s misrepresentation.




The Court found that there is no deception as the goods in question are
genuine goods originated from the plaintiffs. Furthermore, selling a
company’s products on e-commerce platforms is not indicating that the sale
was authorised by or is related to that company. More importantly, the e-
commerce platforms of the 4th to 5th defendants were targeted at the public
in the Mainland and therefore there is no evidence suggesting that the public
in Hong Kong would be deceived.

Trade mark rights were territorial in nature

E-commerce platforms such as “Taobao” and “Tmall China” are online
marketplaces which are accessible worldwide and facilitates the purchase of
goods from various sources. Given that trade mark rights are territorial in
nature and they are limited to the country where they have been granted or
used and trade mark registration does not give the owner worldwide trade
mark protection, the fundamental question here is whether an average
customer of the goods in Hong Kong would regard the website as being aimed
and directed at him.

The Court established that all material circumstances including (i) the nature
of the goods; (ii) the appearance of the website; (iii) whether it is possible for
the average customer to buy goods from the website; (iv) whether or not the
advertiser has sold goods to Hong Kong through the website; and (v) the
intention of the advertiser shall be taken into account. In the present case,
the advertisements posted on the alleged e-commerce platforms are all in
simplified Chinese with prices printed in Renminbi and there is no doubt that
the advertisements were not targeted at the public in Hong Kong. Despite the
fact that the plaintiffs presented the current case as an anti-counterfeiting
action targeting online traders who are selling goods to Hong Kong via e-
commerce platforms, it is not recognised under Hong Kong law, in particular
the trade mark infringement aspect.

Conclusion

This case serves as another reminder to e-commerce platform operators that
the territorial nature and limitation of intellectual property rights in Hong
Kong shall be observed. In addition, the decision also clarifies the application
of the Exhaustion of Rights defence in Hong Kong.




5.21 Could an authorised dealer be liable for passing-off after
termination of dealership?

In Omega SA v New Bowling Watch Co Ltd [2022] HKCFI 3145; [2022]
HKEC 4276, the defendant was found to have used the plaintiffs' promotional
and marketing materials specifically and exclusively provided to and used by
their authorised dealers in selling its products and liable for the tort of
passing-off.

Background

Omega S.A., Compagnie Des Montres Longines, Francillon S.A. and Tissot
S.A. (“Plaintiffs”) are wholly-owned subsidiaries of The Swatch Group
Limited. The Plaintiffs’ products had been distributed to only designated
boutiques and authorised dealers for their resale to retail customers.

New Bowling Watch Company Limited (“Defendant”) was once an
authorised dealer of the Plaintiff’s products about 20 years ago whose
dealership had been terminated around 10 years ago. In 2017, the Defendant
was found to have used the Plaintiffs’ promotional and marketing materials in
selling its products. The Plaintiffs claimed that, in doing so, the Defendant
passed off itself as the Plaintiffs’ authorised dealer.

The law on passing-off

Passing-off is a common law tort whereby someone deliberately or
unintentionally passes off their goods or services as those belonging to
another party. To establish the right of action, a plaintiff must show three
elements sometimes referred to as the ‘classic trinity’ first enunciated in the
English case of Reckitt & Colman Products Ltd. v Borden Inc. [1990] 1 WLR
491, (also known as the “Jif Lemon Case”):-

1. The goods or services have acquired goodwill or reputation in the
marketplace that distinguishes such goods or services from competitors;

2. The defendant misrepresents his goods or services, either intentionally
or unintentionally, so that the public may have the impression that the
offered goods or services are those of the claimant; and

3. The plaintiff may suffer damages because of the misrepresentation.




Decisions

Firstly, on the point of “goodwill”, the court accepted that the Plaintiffs enjoy
substantial goodwill in Hong Kong in respect of their registered marks.

Secondly, the court took the view that the use of such specific promotional
and marketing materials by the Defendant on the display windows and
counters, and the Defendant’s purported ability to issue warranty card to the
purchaser, plainly conveyed a false message to the general public that the
Defendant was an authorised licensee of the Plaintiffs.

The court went further to explain that although it might be the case that the
products sold or offered to be sold by the Defendant were genuine products
of the Plaintiffs, the Defendant’s conduct may still amount to passing-off. In
essence, it is passing-off to represent oneself as an agent of the plaintiff, in
either the legal or popular sense, or as an authorised dealer in the plaintiff’s
goods. The court also noted that misrepresentation may be implicit merely in
selling the plaintiff’s goods without a disclaimer.

The court reiterated that the law of passing-off overs the scenario where one
misrepresents to be the authorized dealer of another. In Music Fidelity Ltd v
Vickers [2002] EWHC 1000, the defendant who was once the authorised
distributors of the claimant, made a continuing representation statement on
its website despite termination of its dealership. Similarly, in Sony v Saray
Electronics Ltd [1983] FSR 302, the defendant who were not authorised
dealers of the claimant, sold the claimant’s goods and purported to give the
claimant’s guarantees to customers.

Damages

Lastly, the court agreed that the Plaintiffs would clearly suffer damage arising
out of the Defendant’s misrepresentation. As such, the court took the view
that the relevant public not being aware of this would be misled, and if they
found out the invalidity of the warranty, they might blame the brands for the
lack of warranty or control over the sales.

Having considered the evidence, the court found in favour of the Plaintiffs
and held that the Defendant has passed off, or at least attempted to pass off,
itself as an authorised dealer of the Plaintiffs.




Conclusion

It should be noted that passing-off can be established even though most
people are not deceived - the courts look at the evidence of misrepresentation,
such as the size and nature of the applicable market to assess whether it is
likely that enough individuals have made or will make the false assumption
such as to cause damage to the goodwill of the claimant. It should also be
reminded that the act of misrepresentation does not need to be intentional
because passing off is a tort that attracts strict liability, meaning that intention
is irrelevant, the conduct alone is enough.




5.22 Who owns the intellectual property rights over the Little Rascals?
The creator Huang Yulang or Culturecom, the company he created
and later sold?

The 1980s is the golden era for Hong Kong comics. Little Rascals (/\iRtE) -
later retitled as Dragon and Tiger Heroes (BEF2F9) (collectively referred to as
“Little Rascals” below), is undoubtedly one of the most iconic comic series
in Hong Kong. Mr Huang Yulang (“Mr Huang”), a comic artist widely
recognized as the godfather of Hong Kong comics, is commonly known to be
the creator of Little Rascals.

However, whether the comic artists always have intellectual property rights
over their comics? Culturecom Limited & Anor v Jade Dynasty Publications
Limited & Ors [2023] HKCFI 805 may shed some light on this.

Facts

Mr Huang first published the Little Rascals series in 1970. In 1980, Mr Huang
founded the 1% Plaintiff, then known as part of the “Jademan” group. In 1983,
the 1% Plaintiff took over the comic book publishing business previously
carried on by Mr Huang and continues to carry on a publishing and
intellectual property licensing business today.

In 1986, the 1% Plaintiff was listed on the Hong Kong Stock Exchange.
Subsequently, Mr Huang resigned as a director the 1% Plaintiff in 1989. Mr
Huang sold all his shares in the 1% Plaintiff in or around 1991 and ceased to
have any relations with the “Jademan” group, which was later renamed and
known as the Culturecom group.

From 2000 to 2020, Mr Huang and his related companies signed a number of
license agreements with the Plaintiffs (“License Agreements”), under which
the Plaintiffs granted licence to Mr Huang and his companies to produce,
publish and distribute Little Rascals, related works and merchandises.

The relationship between the Plaintiffs and Mr Huang deteriorated since 2012
and the Plaintiffs terminated the License Agreements in 2020. Nonetheless, Mr
Huang and his companies continued to publish works in relation to Little
Rascals.

The Plaintiffs applied for interlocutory injunctive relief against the Mr
Huang and his related companies (“Defendants™) for (1) infringement of the




1%t Plaintiff’s copyright in Little Rascals, (2) the tort of passing off and (3)
infringement of the 1% Plaintiff’s trade marks.

The Plaintiffs’ case is that the 1% Plaintiff was assigned the intellectual
property rights subsisting in and relating to Little Rascals (“Little Rascals IP
Rights”) from Mr Huang when it took over his publishing business in 1983
although the assignment could not be located. The 1% Plaintiff is the
registered owner of the Little Rascals and Dragon and Tiger Heroes trade
marks.

On the contrary, the Defendants contended that Mr Huang, instead of the 1%
Plaintiff, owns the Little Rascals IP Rights.

Decision

The Honourable Mr Justice Lok allowed the Plaintiffs’ application for
interlocutory injunctive relief for the following reasons:

1.  The inability of the Plaintiffs’ present owners to access the historical
records and documents should not be exploited to the Defendants’
advantage as they only acquired the Plaintiffs in 1991.

2. There is much other evidence showing that the Little Rascals IP Rights
had been assigned or transferred to the 1% Plaintiff, for instance:

a.  The listing prospectus of the 1% Plaintiff stated that since 1984 the
Plaintiffs group began to license its publications in Singapore and
Malaysia. If the Little Rascals IP Rights had not been transferred
or assigned to the 1% Plaintiff, it could not have granted such
licenses.

b. There were express acknowledgements in the License Agreements
that the 1st Plaintiff is the owner of the Little Rascals IP Rights.

c.  The Defendants have not produced any evidence to show that they
have asserted the Little Rascals IP Rights.

3. Based on the parties’ dealings, the Defendants are estopped from
denying the 1st Plaintiff’s ownership or asserting Mr Huang’s
ownership of the Little Rascals IP Rights.

4.  The Plaintiffs would suffer irreparable damage from the Defendants’
continuing infringing acts.




5. On the other hand, the Defendants had acknowledged the Plaintiffs’
ownership of the Little Rascals IP Rights for over 20 years until recently
and would unlikely suffer any irreparable damage from the interlocutory
injunctive relief.

Conclusion

This case serves as a reminder that the original content creator does not
always own the intellectual property rights in his/her work. The formal
assignment is not the only piece of evidence that the Court takes into account
in deciding whether the intellectual property rights have been assigned.
Content creators should be mindful of the issue of intellectual property
ownership when dealing with publishers and other commercial counterparties.




5.23 Can the owner of a trade mark in one class oppose another
person’s registration for a similar mark in a different class?

In general, the registration of a trade mark would only be refused on relative
grounds if it is considered, among others, that the applied-for goods or
services are similar to those covered by a similar earlier mark (except the case
of a well-known trade mark). What about the registration of a trade mark
which is similar to an earlier mark, but applied-for in a class different? Does
it necessarily mean that the goods or services are not similar and the
registration of the trade mark would not be refused on relative grounds?

Megahong Pharmaceutical Company (a firm) v BZ5ER2 5 [2023] CFI
930 provides a well-illustrated example that registration of a trade mark may
still be refused on relative grounds even if the earlier mark covers a different
class, provided that the applied-for goods/services are complementary to the
goods/services covered by the earlier mark.

The relevant trade mark application and earlier mark

In this case, the Applicant filed an application for registration of the mark “=&
% 7K (the “Subject Mark”) under the specification of Class 35 for the
following services:

“ Wholesale and retail of medicines for human use; sales agency services
for medicines and pharmaceuticals; retail and wholesale of medicines and
medical supplies; sales of Chinese medicine, health food and
Ganodermaceae family products; retail and wholesale of proprietary
Chinese and western medicines, Chinese and western pharmaceuticals,
Chinese and western medicines, cosmetics, skin care products, medicinal
sprays, medicinal fumigants, medicinal soap products, food, health food
and beverages; product promotion services for others, import and export
agents, import and export agents for medical nutrition food, import and
export agents, wholesale and retail for medical western herbal health food;
advertising, organizing commercial advertising or advertising exhibitions,
organizing technical exhibitions; all of the above are included in Category
357

The Opponent is the owner of an earlier mark “AX##7K” (the “Earlier Mark™)
which was registered under the specification of Class 5 for the following goods:
“Chinese herbal medicine for treatment of allergic rhinitis; all included in
Class 5” (the “Earlier Goods”).




Decision of the Registrar of Trade Marks

The Opponent opposed the registration of the Subject Mark on the ground
of section 12(3) of the Trade Marks Ordinance (Cap. 559). In comparing the
similarity of goods/services when deciding the opposition, the hearing officer
stated the general legal principle that all factors relevant to the goods/services
must be considered, including their respective uses, users, physical natures
and trade channels and the extent to which the respective goods/services are
competitive or complementary to each other.

Goods and services are only complementary for the purposes of trade marks
law where they are closely connected, in the sense that one is indispensable or
important for the other in such a way that consumers may think that the same
undertaking is responsible for manufacturing those goods or for providing such
services.

In respect of the specifications which relate to wholesale, retail and sale of
medicines and pharmaceuticals (the “Rejected Services”) of the applied-for
services, the hearing officer held that although they are different from the
Earlier Goods in terms of their natures and uses, they are nevertheless
complementary with the Earlier Goods. Also, the services and the goods are
usually provided/sold in the same place and target the same general public.
Hence, the Rejected Services are similar to the Earlier Goods. Use of the
Subject Mark in respect of the Rejected Services would result in likelihood of
confusion and hence the application of the Subject Mark in respect of the
Rejected Services was rejected.

The hearing officer allowed the registration of the Subject Mark in respect of
the specifications which relate to sale of health foods and beverages, medical
fumigants, medicinal soap products, cosmetics and skin care products (the
“Objected Services Type 1) because such services are not complementary to
the Earlier Goods, and have different trade channels from those of the Earlier
Goods. Accordingly, they are not similar goods and services.

In respect of the remaining specifications of the applied-for services relating
to, inter alia, product promotion, import and export and advertising services
(the “Objected Services Type 2”), the hearing officer was of the view that
they are not relevant to the wholesale and retail services. Hence, the Objected
Services Type 2 are not complementary to the Earlier Goods and will not be
provided or sold in the same places, and hence they are not similar goods and
services.




The Opponent appealed against the Decision with respect to the Objected
Services Types 1 and 2. The appeal focused on the narrow issue about
comparison of the goods and services concerned.

Are the Earlier Goods and the Objected Sales Services similar?

The Opponent complained that the hearing officer erred in finding that the
Earlier Goods and part of the Objected Services Type 1 are dissimilar. The
complaint did not cover sale of cosmetics and skin care products but only
those relevant to health foods and beverages, medical fumigants and medicinal
soap products (the “Objected Sales Services™).

The Court accepted the Opponent’s complaint that the hearing officer had
made an error in finding that the Objected Sales Services would not generally
be provided or sold at the same locations as those of the Earlier Goods. In
fact, the contrary should be the case because all the Objected Sales Services
concern goods are medicated or medicinal goods and health foods and drinks
with the same purpose of healing, curing and improving one’s health. In
particular, a lot of Chinese medicines and pharmaceuticals are made from
natural ingredients, and the general consumers may not be able to
differentiate between medicinal goods on the one hand and health goods on
the other.

The Court further held that the Earlier Goods and the Objected Sales Services
clearly share the same sales and distribution channels. As the difference
between medicinal and health foods may not be so apparent, they may be
placed in the same shelf or nearby shelves. Confusion would result if the
Applicant were to use the Subject Mark for operating the wholesale and retail
services of health food.

While each case turns on its own facts, the Court considered the earlier
decision of the Registrar in “X77/# HUMANFUEL” Mark to be relevant to
the present case. In that decision, the applicant applied for registration of a
mark for “food for babies; dietary supplements for humans and animals™ in
Class 5 while the opponent had registered an earlier mark for “distributorship;
importing and exporting of pharmaceutical preparations, Chinese medicines,
health products and health food”. In allowing the opposition, the hearing
officer observed that these two goods/services are complementary to each
other and the public may believe that the undertaking which provides the
earlier services is the same as the undertaking providing the applied-for goods.




Are the Earlier Goods and the Objected Agency Services similar?

The Opponent also complained that the hearing officer erred in finding that
the Earlier Goods and some of the Objected Services Type 2, namely product
promotion services for others and import and export agents for medical
nutritional food and herbal health food, are dissimilar.

In accepting the Opponent’s complaint in this regard, the Court cited the EU
case of Muroz Arraiza v OHIM, which held that there is a close link between
any products and its marketing activities which includes import and export
services. The dicta in “X77f# HUMANFUEL” is also applicable. The Court
held that the relevant public is likely to believe that the Applicant, which
provides the services of importing and exporting of health products under
the Subject Mark if the registration is allowed, is the same or a connected
undertaking with the Opponent which sells the Earlier Goods which are some
kind of Chinese herbal medicine.

Likelihood of confusion

Because of the similarity between the Earlier Mark and the Subject Mark and
the similarity between the Earlier Goods, the Objected Sales Services and the
Objected Agency Services, the Court observed that the public may believe
that the Objected Sales Services and the Objected Agency Services come from
the same or economically-linked undertakings as the Earlier Goods.

On the basis of the above, the Court allowed the appeal and refused the
registration of the Subject Mark for the Objected Sales Services and the
Objected Agency Services.

Conclusion

This case demonstrates that even if a mark in an application covers
goods/services in a class different from that of a similar earlier mark,
registration of the subject mark may still be refused on relative grounds if the
applied-for goods/services are complementary to those goods/services
covered by the earlier mark.

Typical examples of such complementary goods/services include any
products and its marketing activities or any products and its wholesale or
retails services. However, each case depends on its facts. When in doubt, it is
always advisable to consult an intellectual properties lawyer.







5.24 From the UK to Hong Kong: When are directors of a company
liable as accessories for causing the company to commit a tort of
strict liability?

In the UK Supreme Court’s (“UKSC”) decision in Lifestyle Equities CV and
Another v Ahmed & Another [2024] UKSC 17, the UKSC discussed various
key issues such as whether knowledge was necessary when a director’s liability
under tort was strict. The UKSC held that personal liability requires evidence
of knowledge or intent, but this new ruling diverges significantly from the
current approach in Hong Kong. This discrepancy prompts further exploration
into how Hong Kong courts may assess director involvement in such cases in
the future.

Background

The claimants (“Lifestyle”) brought a claim for infringement of registered
trade marks and passing off against a group of sixteen defendants, including
various family-owned companies as well as the directors of the family-owned
companies, being Mr Ahmed and his sister, Ms Ahmed (“the Directors”).

The Directors were alleged to be legally responsible for the torts committed
by companies of which they were directors, and were sued on the basis that
they had authorized or procured the companies to do the acts complained of.
At the first instance, the Court held that the Directors were jointly and
severally liable with Hornby Street Ltd (“the Company”) for the acts of
infringement. The Court did not find it necessary to decide whether the
Directors had motive or intention to infringe, as these matters did not give
rise to a defence in law. The Directors were further ordered to account for
profits personally made by them in connection with the company’s acts of
infringement.

Issue

The Directors appealed to the UKSC and the following were the key issues
on the appeal:

1.  What is the extent of liability of a director or senior executive employee
as an accessory for causing a company to commit a civil wrong, where
there is no need to prove knowledge or fault (e.g. a “strict liability
tort™)?




Is it appropriate to order an account of profits against a director where
there is no finding of unconscionability or bad faith? Does this include
profits that were not personally received? Does this extend to the
director paying back the portion of their salary that was attributable to
the tort?

Decision of the UKSC

The UKSC unanimously allowed the appeal of the two Directors, finding that
the two Directors were not liable as accessories to the Company’s
infringement of Lifestyle’s trade marks.

1.

Knowledge is required for accessory liability. The UKSC found no
evidence that the Directors knew or should have known about the
infringement before receiving a complaint in 2014. Lifestyle’s attempt
to argue that the Directors had knowledge of the infringement was
rejected, and the UKSC concluded that they did not have the required
knowledge for accessory liability, even though the company itself was
involved in infringing activities.

Any exemptions for the Directors? The UKSC rejected the argument
that directors acting in good faith and within their duties under company
law are exempt from ordinary principles of tort liability. Even if
directors are fulfilling their responsibilities, they can still be personally
liable if they directly infringe rights of others, and there is no general
principle under UK law shielding them from tort liability simply
because they acted in their capacity as directors.

Account of profits: The rationale for ordering an account of profits is
primarily to prevent infringers from profiting dishonestly by exploiting
another’s rights, thereby deterring deliberate or cynical wrongdoing.
This remedy aims to remove any financial incentive for such conduct.
However, this reasoning alone does not justify applying the remedy in
cases of innocent infringement. A broader justification is tied to the
purpose of intellectual property rights, which is to allocate profits from
the unauthorized commercial use of those rights back to the owner,
regardless of intent. This restores the infringer to their original financial
position without punishment, making it easier to justify against innocent
infringers. The UKSC held that liability as an accessory for
infringements committed by another person requires knowledge of the
claimant’s rights. In the current case, since the UKSC did not find that




the Directors’ had any such knowledge, it follows that the case on
liability is not made out.

4.  Even if the Directors were found to be liable, they would only be held
liable for profits made for themselves:

a. Inrelation to a loan that was made by the Company to Mr Ahmed,
the UKSC held that it is not a profit from Lifestyle’s trade mark
infringement, as borrowing money does not constitute profit unless
it is interest-free or a disguised dividend, which wasn’t the case.
The UKSC dismissed Lifestyle’s argument that the loan became a
profit after the Company’s dissolution as irrelevant.

b. The UKSC also disagreed with treating part of the Directors’
salaries as profits, ruling that salaries for legitimate work are not
profits from infringement. Unlike a sole trader who profits directly
from sales, employees do not generate profits from their wages.
The UKSC noted that profits should be tied to sales driven by the
trade mark infringement, not overall business profits.

Hong Kong’s position

In Hong Kong, the courts take a different approach regarding director liability
for trade mark infringement, focusing more on the director’s involvement in
the wrongful acts rather than requiring proof of knowledge or intent.

Kabushiki Kaisha Yakult Honsha & Ors v Yakudo Group Holdings Ltd &
Anor [2004] HKCFI 156

In this trade mark infringement case, the second defendant, a director, was
held liable as a joint tortfeasor along with the company. The Hong Kong court
applied the test of whether the director was so involved in the acts that he
could be deemed a joint tortfeasor. Notably, it was not necessary to prove that
the director knew or should have known that the acts were tortious. Instead,
the court focused on the fact that the second defendant intended and procured
the company to commit the infringement, demonstrating that the director’s
active participation in steering the company toward wrongful conduct was
sufficient for liability.

The court found that the second defendant’s actions, such as using the
plaintiffs’ names and designs without legitimate business reasons, showed
that he was intentionally leveraging the plaintiffs’ reputation. By acting in




concert with the company and other associated entities, the director’s
involvement was deemed extensive enough to establish joint tortfeasorship.

1ai Shing Diary Ltd v Maersk Hong Kong Ltd [2007] 2 HKC 23

Similarly, in the 7ai Shing Diary case, the court held that a director would not
be personally liable if he merely acted within his constitutional role in the
company’s governance. However, when a director participates in the wrongful
act beyond that capacity, they may be liable as a joint tortfeasor. The director’s
liability hinges on their participation in a common design to commit the
infringement, or if they procured the company to act tortiously through
inducement or persuasion.

The court further emphasized that there was no need for an explicit
agreement between the director and the company to commit the tort; a tacit
understanding suffices. Moreover, as with the Kabushiki Kaisha Yakult
Honsha case, the court held that the director did not need to know that the
acts were tortious to be held liable.

Takeaway

In conclusion, Hong Kong courts appear to adopt a different approach to
director liability in cases of trade mark infringement, focusing on a director’s
involvement in wrongful acts rather than requiring proof of knowledge or
intent.

While Hong Kong courts have not yet had the opportunity to address the
principles set out in the Lifestyle case, it remains uncertain whether they
would follow the UKSC’s knowledge requirements for director liability. Given
Hong Kong’s existing case law, directors in Hong Kong should be aware that
their actions and decisions could potentially expose them to liability for trade
mark infringement, even in the absence of direct knowledge or intent.




5.25 How far can you modify or sub-license a trademark under a
settlement agreement?

The UK Court of Appeal upheld a decision in a trademark dispute between
Morley’s (Fast Foods) Limited, a longstanding fast-food chain, and eight
Defendants operating under the “Metro’s” brand (Morley’s (Fast Foods) Ltd
v Nanthakumar & Others [2025] EWCA Civ 186). The case centred on
allegations of trademark infringement and breach of a 2018 settlement
agreement. The court reaffirmed key principles for assessing confusion in
trademark disputes, the significance of contextual use, and the strict
interpretation of settlement terms.

Background

Morley’s, founded in 1985, operates a franchise fast food chain specializing in
fried chicken and related fast-food offerings. It is the proprietor of three UK
trademarks:

1. A stylized word mark (“the Morley’s Mark”) registered in respect of
food and non-alcoholic beverages in Classes 29, 30 and 32, and in respect
of food preparation and restaurant and takeaway services in Class 43,
since 8 November 2002;

2. The series of two words TRIPLE M, TRIPLE-M registered in respect
of food in Class 29, and in respect of food preparation and restaurant and
takeaway services in Class 43, since 30 November 2009 (“the Triple M
Mark”);

3. The device shown below registered in respect of food and non-alcoholic
beverages in Classes 29, 30 and 32, and in respect of food preparation
and restaurant and takeaway services in Class 43, since 3 September
2018 (“the Morley’s Red and White Mark™).

v
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MMAM... It Tastes Better

The Defendants, led by the seventh appellant Kunalingam Kunatheeswaran
(“KK”), operated Metro’s, a competing fried chicken franchise chain.
Morley’s alleged that Metro’s used three infringing signs:




Sign 1: “Metro’s... It’s The Real Taste” used by each of the Defendants
on the fasciae of their respective restaurants.

[
Mecérols
It's The Real Taste

Sign 2: “MMM?” used by KK and the Sixth Defendant in their respective
shop windows and on menus.

Sign 3: “TRIPLE M/TRIPLE ‘M’” used by KK, the Fifth Defendant
and the Eighth Defendant on menus.

At first instance, the Court found that Metro’s use of these signs infringed
Morley’s trademarks under sections 10(1) and 10(2)(b) of the Trade Marks
Act 1994. KK was also held to have breached the 2018 Agreement, which
settled prior litigation but restricted modifications to Metro’s branding. The
Defendants appeal on eight grounds:

1.

the judge wrongly assessed the identity and attributes of the average
consumer.

the judge erred in the visual comparison between the Morley’s Red and
White Mark and Sign 1.

the judge erred in the conceptual comparison between the Morley’s Red
and White Mark and Sign 1.

the judge erred with respect to the context of use of Sign 1.

the judge erred as to the effect of the 2018 Agreement upon likelihood
of confusion so far as KK is concerned.

the judge wrongly interpreted the 2018 Agreement so far as the other
Defendants (hereinafter the “Franchisee Defendants™) are concerned.

the judge wrongly held that KK had acted in breach of the 2018
Agreement.

the judge wrongly assessed the similarity between Sign 2 and the Triple
M Mark, and therefore wrongly found a likelihood of confusion in the
case of Sign 2.




Key issues
The “average consumer” and likelihood of confusion (Grounds 1 and 4)

The Intellectual Property Enterprise Court (“IPEC”) defined two classes of
average consumers: (1) low-income families/students with medium-to-low
attention, and (2) late-night and early-morning revelers (including
intoxicated individuals) with low attention. The Defendants argued the judge
erred by focusing on actual consumers instead of the relevant class of notional
consumers, segmenting the population, and only considering intoxicated
individuals which by definition were not reasonably well informed and
circumspect.

While the Court of Appeal agreed that segmenting consumers and factoring
in intoxication were errors, it found these mistakes immaterial, as both classes
would choose based on convenience and shopfront appearance, with
overlapping attention levels.

The Defendants conceded that assessing confusion from the first class’s
perspective (medium-to-low attention) would have been valid. The Court
concluded that even if the judge had focused solely on this class, the outcome
would likely remain unchanged. The Court further emphasized that Metro’s
shopfront design (e.g., red-and-white branding, similar interior layouts
visible from the street) and nighttime visibility of signage heightened the risk
of confusion.

Visual and conceptual similarity (Grounds 2, 3, and 8)

For Sign 1 (Metro’s logo), the Court of Appeal agreed with the IPEC’s
finding of “medium” similarity. Both marks used a dominant stylized “M,”
white text on a red background, and straplines emphasizing taste (e.g., “It
Tastes Better” vs “It’s The Real Taste”). While the brand names (“Morley’s”
vs “Metro’s”) differed, the overall visual and conceptual impressions were
sufficiently aligned to create confusion. The court rejected arguments that the
word “Metro’s” overshadowed the design elements, noting that the stylized
“M?” and colour scheme dominated consumer perception.

Regarding Sign 2 (“MMM?), the Court of Appeal upheld the finding that its
use on menus (e.g., “MMM Burger”) could be pronounced “Triple M,”
creating aural and conceptual identity with Morley’s Triple M Mark. This
contrasted with Morley’s use of “MMM?” in a strapline, which consumers




were unlikely to vocalize as “Triple M.” The context of use, product names
requiring verbal orders, was pivotal to this conclusion.

Breach of the 2018 Settlement Agreement (Grounds 5-7)

The Court of Appeal upheld that the 2018 Agreement permitted KK to use
specified “Metro’s Signs” with reasonable modifications, but could not have
allowed modifications increasing similarity to the Morley’s marks.
Consequently, Sign 1’s alterations, such as adding a strapline, altering colours,
and removing a border breached these terms. Critically, the agreement did
not give KK the right to sub-license the Signs. The Court of Appeal
emphasized that third-party rights were expressly excluded, and no implied
term allowed franchising. Thus, Metro’s franchisees could not rely on the
agreement as a defence.

Takeaway

While courts may consider varying attention levels (e.g., late-night vs
daytime patrons), classifications must align with the “reasonably observant”
standard. The “average consumer” is a hypothetical construct rather than a
reflection of real-world buyers. While actual customer behaviour may be
taken into account, the benchmark consumer must remain a fictitious, sober,
and purely notional figure.

Further, courts are generally reluctant to read or imply third-party rights into
contracts, especially concerning franchisees or sub-licensees. This
underscores the need for parties to carefully assess their future plans and
anticipate how the other side may develop its brand at the time of signing any
form of agreement.




5.26 How to deal with fake trademarks or companies?

Background

The Government Logistics Department (“GLD”) has terminated a contract
with supplier Xin Ding Xin Trade Co., Limited (EREBE AR 2 3)
(“XDX?”) for the supply of bottled drinking water to government offices?
The decision, announced on 18 August 2024, follows allegations of trademark
infringement and counterfeiting made by a major Chinese beverage company,
Robust Group Co., Ltd. (#BEK(ER)RAKBRAE) (“Robust Group”)?.

The incident began in June when the GLD entered into a 36-month supplier
contract with XDX. The bottled water packaging labels indicated that the
manufacturer was Robust Group. Shortly after the new “Xin Le Guan Yin
Shan” (FZ£4£73 % 111) water bottles were delivered, Robust Group came forward
with a public accusation. Robust Group’s legal director, Mr Leung, clarified
that neither XDX nor its “Xin Le” (F%%) brand had any affiliation with
Robust Group. “This is a case of counterfeit and infringing products,” stated
Mr Leung. He alleged that XDX had unlawfully printed Robust Group’s
name and its Guangzhou factory address on the product labels, falsely
presenting Robust Group as the manufacturer®,

After receiving a letter from Robust Group in early August, GLD commenced
an investigation. Following a police enforcement action on 17 August and a
review of new operational information about XDX, the GLD concluded it
could no longer trust the supplier to fulfill its contractual obligations.
Consequently, the water supply contract, along with three other chemical
supply contracts linked to XDX’s owners, was immediately terminated>.

See GLD’s press release “Termination of contract for bottled drinking water for
government offices”, published on 18 August 2025.
https://www.info.gov.hk/gia/general/202508/18/P2025081801004.htm

3 See TVB's news ‘BURMAZMAKEEBERZWEIEE VARAZERASEHRE,
published on 18 August 2025. https://news.tvb.com/tc/local/68a02a5298fc21abcafdcc71
4 Ibid.

5 See GLD'’s press release.



https://www.info.gov.hk/gia/general/202508/18/P2025081801004.htm?fontSize=1
https://news.tvb.com/tc/local/68a02a5298fc21abcaf4cc71

To ensure an uninterrupted water supply for government offices, the GLD
has temporarily appointed AS Watson Group (HK) Limited as the interim
supplier®.

The legal framework

The allegations against XDX touch upon several critical areas of intellectual
property and consumer protection law. The primary laws to this case in Hong
Kong are:

Trade Descriptions Ordinance (Cap. 362)

This is the cornerstone of consumer protection law in Hong Kong. This
Ordinance criminalizes false trade descriptions applied to goods and services.
For example, Section 7 makes it an offence for any person to apply a false
trade description to any goods. By labelling the water with Robust Group’s
name and manufacturing address, XDX allegedly applied a false description
about the manufacturer’s identity and the place of production. Penalties for
breaching this Ordinance are severe, including fines and imprisonment.

Trade Marks Ordinance (Cap. 559)

This ordinance protects registered trademarks. For example, Section 18
provides that a person infringes a registered trademark if they use an identical
or similar sign on identical or similar goods/services without the consent of
the proprietor. If the Robust Group names (“% 5 [K”) are registered
trademarks in Hong Kong, using them on water bottles without authorisation
constitutes a clear case of trademark infringement, opening XDX to potential
civil liability.

Copyright Ordinance (Cap. 528)

While less central, copyright could be involved if XDX directly copied
unique artistic elements from Robust Group’s labels, packaging, or logos,
which are protected as artistic works.

5 lbid.




Takeaway

This episode offers crucial lessons for both government bodies and the
business community, particularly where fraudulent companies and shell
shareholders are increasingly proliferating in the market.

For government departments, especially for consumable goods, verifying a
supplier’s credentials and authorisations must go beyond financial and
operational checks. It is critical to conduct thorough due diligence on the
identities of company owners and related parties to confirm they are
legitimate entities. Tender processes should include robust verification of
intellectual property rights and manufacturing agreements to ensure the
legitimacy of products at the source.

This case also underscores the strength of Intellectual Property laws as a tool
for brand protection. Companies must actively monitor the market for
infringements and be prepared to act decisively to protect their reputation
and consumers. When engaging in partnerships, verifying the ultimate
beneficial ownership of any company is always a critical first step.

‘
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Chapter 6: Copyright




6.1 What is copyright?

It is a property right given to the owner of an original work. Such right may
subsist in traditional classes of works including literary works, such as novels,
poetry and computer programmes; dramatic works such as dancing and
acting; artistic works such as drawings, paintings and sculptures, as well as
musical performances. With the rise of modern technology, other forms of
work such as films, sound recordings, cable programmes and different
published editions of literary, dramatic or musical works are also capable of
copyright subsistence.

Copyright subsistence is automatic upon
the creation of the work, and it is not
necessary to register a copyright in Hong
Kong to receive protection. It is worth
noting that there is no official registry in
= O Hong Kong for the registration of
copyright works. However, voluntary
' registration is possible in some
jurisdictions such as the United States
and the People’s Republic of China.

@ \
8 Generally copyright expires 50 years
o after the creator of the work dies, though

the protection period may vary slightly

depending on the type of work. For example, copyright in sound recordings
last for 50 years from the year the recording is made; if the recording is not

issued to the public immediately, the duration runs from the year of the
subsequent time of release.

Currently, copyright is protected under the Copyright Ordinance (“CO”) that
came into effect since 27 June 1997. The CO is reviewed and revised from
time to time to provide comprehensive protection to various works made
available to the public.




6.2 Why is copyright important?

Copyright protects creativity, essentially the skills, labour, investment, time
and effort which are involved in compiling a work. Sufficient copyright
protection builds an encouraging environment where creativity can flourish
and hard work of writers, artists, designers, and other creators will be
rewarded. At the same time, the public are able to benefit from the fruits of
creations with an abundance of creative work. Copyright law attempts to
maintain a balance between the rights of copyright owners and rights of
society as a whole.

Hong Kong is a creative hub, producing films, television shows, publications,
fashion and other designs that are internationally well-known with a broad-
based market. In addition, as an international trading centre, intellectual
property protection is necessary to reassure potential investors that Hong
Kong has a free and fair market place, therefore attracting them to conduct
business here.

Hong Kong has adopted and participates in many international copyright
conventions, copyright owners should be reassured to know that their work
is protected in most countries and territories in the world. Conventions joined
include the Berne Convention for the Protection of Literary and Artistic
Works, the Phonograms Convention, the Universal Copyright Convention,
the World Trade Organization — Agreement on Trade Related Aspects of
Intellectual Property Rights, the World Intellectual Property Organization
(“WIPO”) Copyright Treaty and the WIPO Performances and Phonograms
Treaty.




6.3 What is a work?

As mentioned above, copyright is an automatic right that adheres to a work
upon creation. To determine whether it constitutes “work” and capable of
attracting copyright, the subject matter and its nature should be analyzed and
classified.

Section 2(1)(a) of the Copyright Ordinance requires that a literary, dramatic,
musical or artistic work be original for it to be protected. On this basis, there
is a requirement for skill, judgment and labour or labour, skill and investment
to be exerted. The examples listed below are coined the traditional classes of
work.

Literary works

Literary works include any work, other than a dramatic or musical work
which is written, spoken or sung. It also expressly includes a compilation of
data or other material which by reason of the selection or arrangement of its
contents constitutes an intellectual creation. Hence, the scope of protection
is wide ranging, covering creations such as timetables, examination papers
and source code for computer programmes.

A literary work must be original in that it originated substantially or wholly
independently from the author, although it does not necessarily connote with
novelty. As information now flows at a rapid pace, it is possible to have two
similar but original works that were independently created.

What constitutes sufficient skill and effort in compiling a literary work would
be determined on a case by case basis. For example, sports fixtures or the
display of match details were held not copyrightable as it does not express
any originality in the selection and arrangement of data/ fixtures, it was
unable to depict originality/ intellectual creation through the use of graphics,
stylistic representation of structure and the like. This is so even if substantial
effort has been expended in setting up the fixtures or in the selection of teams
that play against each other.

Dramatic works

Dramatic work is defined as including a work of dance or mime, with an
open-ended definition as to what is being included. It has been held that the
expression of “dramatic work” should be given its ordinary and natural




meaning, namely, “a work of action, with or without words or music, which
is capable of being performed before an audience”.

Musical works

Musical work means a work consisting of music, exclusive of any words or
action intended to be sung, spoken or performed with the music. Copyright
protection may extend beyond pure music to other musical elements such as
performing indications, tempo and the like if it meets the requirement of
originality and fulfil the requirement of exercise of skill and labour, which is
similar to that required in the case of literary works.

Artistic works

Artistic work includes a graphic work, photograph, sculpture or collage
irrespective of artistic quality; a work of architecture being a building or a
model for a building; and a work of artistic craftsmanship. Provided a work
may be described as falling within the first category as above described, no
artistic element is required. Therefore a simple line sketch, a design for a
candy wrapper could all be protected by artistic copyright. Courts have
generally avoided being involved in discussing questions relating to what is
art.

The originality requirement for artistic works gives rise to certain difficulty
as a copy of an object or scenery may still qualify as an original work, e.g. a




photograph or a replica of a painting. For these, the courts have essentially
required that appropriate artistic skill be applied in order for a work to attract
copyright.

Classes of work arising from 20" century technology

With the turn of the century and development in technology, other classes of
works that qualify for copyright emerged. Copyright may subsist in a
compilation of information notwithstanding that its individual components
may not be so protected.

For example, it includes films, which are defined as recordings on any
medium from which moving images may be produced, along with the
accompanying soundtrack, if any. However, a copy taken from a previous film
is expressly precluded from copyright protection.

Another is sound recordings, from which the sounds may be reproduced; or
a recording of the whole or any part of a literary, dramatic or musical work,
from which sounds reproducing the work or part may be produced, regardless
of the recording medium or the method of reproduction of sounds.

It also includes broadcasts, transmissions by wireless telegraphy of sounds or
of visual images and sounds or of representations thereof to members of the
public, examples being reality shows, news broadcasts, etc. On the same note,
cable programmes and cable programme service are covered. However, video
conferencing and video telephony are specifically excluded from the
definition of a cable programme.

Lastly, a separate copyright subsist for published editions of literary, dramatic,
musical and artistic work as they have a different typographical arrangement.

However, mere reproduction of a previous typographical arrangement does

not give rise to a new copyright. With reference to newspapers, the

typographical arrangement refers to that of the whole newspaper, but not of

each individual article.

It should be noted that the Copyright Ordinance adopts an “open copyright
system”, meaning that there are no requirements of the nationality or of the
work’s place of first publication for a work to be eligible for copyright
protection in Hong Kong, unless the Chief Executive expressly denies or
limits protection for works originating from jurisdictions with non-
reciprocating copyright protection.




If the work falls within one of the known classes of the Copyright Ordinance,
then one should proceed to determine whether it reaches the required
threshold of originality. Generally the threshold of originality required for
establishing copyright subsistence is low.




6.4 Copyright ownership

In relation to ownership of copyright, the person or entity whose name is
marked on the work is generally presumed to be the author or copyright
owner. Copyright can be transferred with the use of a written instrument and
signed by or on behalf of the assignor.

However, there are two situations in which the copyright belongs to a party
other than the physical creator of the relevant copyright work. The first is
where a work is made by an employee in the course of his employment, in
which case the employer is the first owner of the copyright, subject to any
agreements to the contrary between the parties. The second is where a
copyright work is commissioned, the commissioner will be the first copyright
owner if the agreement expressly stipulates that the commissioner is “entitled”
to the copyright. For the commissioning agreement to take effect, it has to be
made between the commissioner and the work’s author.




6.5 Infringement

Copyright infringement can be separated into primary and secondary
infringement, which will be explained further below.

Primary Infringement

The principal difference between primary and secondary infringement is that
a person may commit an act of primary copyright infringement even if they
have no knowledge that the act is an infringing act.

For there to be primary infringement, there has to be a copy or a copy of the
substantial parts/ features derived from the original copyright work. The
burden is on the plaintiff to prove that the defendant’s work is copied from
the copyright work. It can be proved by adducing evidence demonstrating
striking similarities between the defendant’s work and the copyright work. If
similarities between the two works are sufficiently numerous or extensive to
justify an inference of copying, then it may suffice. Reasonable explanation
that the Defendant had independently come up with the work will be
accepted as a defence.

In deciding whether the work is copied, the court would take into account the
possibility that the work was unconsciously/ sub-consciously copied and the
defendant was honestly unable to recall such behaviour. Factors that assist
determination include the inherent unlikelihood of co-incidence, the
opportunity to copy and the particular type and quality of the work in
question. Indirect copying of a work which itself is a copy may constitute
infringement too.

Once copying is found to have occurred it will not amount to infringement
unless a substantial part of the copyright work has been taken. What
constitutes a substantial part varies according to the degree of originality of
the work being protected, or of the particular feature of work with which the
court is concerned. For example, although two music pieces may differ in the
actual notes use, they may substantially produce the same overall sound and
the later work would be found to have infringed copyright. It is unlikely that
a bare denial to copyright infringement would suffice to as a plausible defence,
particularly if the similarities are so overwhelming that the possibility of
coincidence or independent creation was extremely low.




Furthermore, reproduction has to be in a material form, e.g. storing the work
in any medium by electronic means, making a copy in three dimensions of a
two-dimensional work etc. For example, copyright may subsist in design
blueprints of industrial and construction components, and copying of these
components would constitute infringement. Please note the comparison of
the blueprints with the three-dimensional end product when determining if
the latter is a copy of the former, is a mixed question of law and fact. The
analysis of the latter aspect requires technical input.

In fulfilling the above three elements, there would be infringement if copies
were issued to the public, i.e. the initial release into broad-based circulation
of copies of a work. It is because the copyright owner has the exclusive right
of first distribution of copies of his copyright work. It is subject to certain
exceptions which are further elaborated below.

Secondary infringement

On the other hand, secondary infringement would cover situations such as
importing into or sale of goods which infringe copyright in Hong Kong or
dealing with infringing copies, as well as situations like possessing, exhibiting
in public or distributing infringing copies for the purpose of or in the course
of any trade or business.

To be liable, a person must first have subjective or objective knowledge that
copyright subsist in that piece of work, and the infringing goods with which




he is dealing with are indeed infringing goods. To ensure the infringer knew
or had reason to know that copyright subsisted in the relevant work and that
the goods were copies made without the authorization of the copyright owner,
it is essential to give notice to a secondary infringer prior to initiating legal
action, covering information like the date of creation of each subject work,
the identity of its author, and the author’s relationship (e.g. employee) to the
present copyright owner (if they were not the same party).

Apart from knowledge, the defendant must be dealing with infringing copies
for the purpose of or in the course of business. “Business” is defined as
including business conducted otherwise than for profit, and an “infringing
copy” is a copy of work in which its making constituted an infringement of
copyright in the work in question.

Restricted acts also include causing and permitting performances of
copyright works in public and authorizing infringement of copyright. Courts
have interpreted “public performance” widely and even many quasi-domestic
situations are construed as public places under the Copyright Ordinance. To
prove the act of authorizing, the defendant must have the “specific intent” to
allow a third party to infringe copyright, and also evidence of actual
participation in the infringement, e.g. approving a playlist which contains
copyright music to be played in the restaurant.




6.6 Exceptions to infringement

In order to balance the interests between owners and users, there are
exceptions to copyright infringement. The key exception is the fair dealing
defence, with various other key exemptions for public administration and
miscellaneous permitted acts which are further elaborated below.

Fair dealing

The Copyright Ordinance includes five forms or fair dealing exceptions, being
fair dealing for purposes of (i) research or private study; (ii) criticism and
review, (iii) reporting of news and current events; (iv) giving or receiving
instructions, and (v) public administration.

In view of public interest, it permits copying on the basis of social utility. To
qualify for the exception, there are two considerations: first the copying does
not conflict with a normal exploitation of the work by the copyright owner
and, secondly, does not cause unreasonable prejudice to the legitimate
interests of the copyright owner. “Sufficient acknowledgement” of the
authorship of the copied work may be required at times.

The exception for research and private study applies to copyright works of
any description. The word “private” in the term “private study” connotes
study carried out by an individual, as opposed to being a group activity,
whereas there is no such restriction for conducting research. It may cover
circumstances where research is conducted by a commercial organization.

The second exception allows fair dealing with any description of copyright
work for purposes of review or criticism of the work being copied, or of
another work. Commentators are permitted to be manifestly negative when
reproducing passages of a copyright work for the purpose of criticism or
review. However, it must be accompanied by a “sufficient acknowledgement”
of the authorship of the copied work.

Fairing dealing with any form of copyright work (including photographs) for
the purpose of reporting current events is also permitted. Yet, the
reproduction of a photograph of a magazine or news article by another media
service provider would not be considered fair dealing.

The exception in the context of giving or receiving instruction is mainly
applicable in the education context. The scope of the exception is inherently




broad, yet it is limited by certain criteria set out in the Copyright Ordinance,
such as the purpose and character of dealing, the nature of the work and the
substantiality of the portion dealt with in relation to the work as a whole, etc.

For purposes of efficient administration of urgent governmental or public
administrative activities, dealings with copyright work are permitted. This
exception is only applicable when business administered is “urgent”, hence it
is presumed that day-to-day administrative work will not be covered.

Things done for purposes of examination or instruction

The exception applies if the work is reproduced, performed or adapted in the
course of instruction, and where the reproduction or adaption is made by a
teacher or pupil for the purposes setting questions or answering examinations
or for use in educational establishments. This exception operates
independently from the above-mentioned exceptions.

In addition, the “Guidelines for Photocopying of Printed Works by a Non-
for-profit Educational Establishments” developed by a working group
convened by the Director of Intellectual Property supplements this exception
by permitting the photocopying of certain literary, dramatic, musical, and
artistic works “to a reasonable extent” by or on behalf of educational
establishments where no relevant licensing schemes are available.

Public administration

Copyright is also not infringed by anything done for the purposes of judicial
proceedings or for reporting them. It also covers things done for the purposes
of the proceedings of the Legislative Council or anything by or on behalf of
the members of the Legislative Council for exercising and discharging its
powers and functions. However, it does not cover copying work which is itself
a published report of the proceedings. It should be noted that these specific
exemptions are also covered by the broad exemption for fair dealing for
purposes of public administration also.

Permitted acts for and on behalf of persons with print disability

Persons who are blind, have visual impairment or otherwise unable to read or
manipulate reading materials have the right to make specifically adapted
copies of works in which copyright subsists (the “master copy”), e.g. in
Braille, large print or sound recordings for his personal use. It will not be an
infringement of copyright or typographical arrangement.




There are certain limitations to this exception, and copying is not permitted
if the master copy is an infringing copy, or if the master copy is a musical
work, dramatic work or part of it, and the making of the work would involve
recording a performance of such. At the time the accessible copy is made by
or on behalf of the person with print disability, the maker of the copy has to
be satisfied after reasonable enquiry that copies of the copyright work in
accessible form cannot be obtained at a reasonable commercial price in the
marketplace.

Specified kinds of schools and non-profit organizations are also permitted to
make copies on behalf of persons having such disabilities. Such specified
body must make a record of any accessible copy and intermediate copy lent,
made or supplied as soon as practicable. The record must be retained for a
period of at least 3 years, and made available for the relevant copyright owner
for inspection.

Other permitted acts

There are various other specific exceptions to copyright infringement,
including use of anonymous or pseudonymous works, abstracts of scientific
or technical articles, recording folksongs, reading or recitation of an extract
from a published literary or dramatic work in public, etc.




6.7 Remedies

Under the Copyright Ordinance, relief by way of damages, injunctions,
account of profits or otherwise is available to the copyright owner.

Civil remedies

A copyright owner can take civil legal action against any person who infringes
the copyright in his work. The activities that the owner can prevent the
infringer from performing vary according to the type of work, but essentially
only the owner has the exclusive right to copy the work and to distribute it to
the public. The owner may seek the following forms of relief against the
infringer, such as an injunction to prevent further infringement, an order for
delivering up of the infringing items, disclosure of information about the
supply and/ dealings of the infringing items and an award for damages/
additional damages.

In assessing damages, it has to be taken into consideration the identities of
the actual parties, and the strength and weakness of their relative bargaining
positions. The court may award additional damages in view of the degree of
the infringement, if the infringement is flagrant and significant benefit has
accrued to the infringer. However, damages are not available against an
innocent infringer, i.e. an infringer who did not know and had no reason to
believe that the work was protected by a third party’s copyright. Other civil




remedies such as delivery up of infringing goods may avail against the
innocent infringer.

The infringer may be ordered to deliver up to the owner any infringing
products in its possession, whether situated within or outside Hong Kong. In
a final court order, the order for delivery up should be coupled with an order
for forfeiture of the infringing items so that they can be disposed of.

The laws governing parallel importation of copies of copyright works have
been liberalized after the enactment of the Copyright (Amendment)
Ordinance 2003 and 2007. Since 28 November 2003, the restriction on
parallel importation has ceased to apply to articles containing computer
software product. However, for recordings, movies, television dramas, e-
books, or a combination of them, the restriction continues to apply. Starting
from 6 July 2007, there is no longer any civil and criminal sanction for end
users to import or possess imported copies of copyright works for use in
business. However, parallel importation of copies of copyright works for any
of the following purpose is still subject to civil or even criminal sanctions:

1.  dealing in such copies except computer software products; or

2. playing or showing any such copyright work in public except by
educational establishments or their libraries for educational purposes or
library use.

Criminal sanctions

The Customs and Excise Department is responsible for enforcing criminal
aspects of copyright infringement. Authorized officers have extensive powers
of investigation, search and seizure in the investigation of alleged
infringements, and have the power to confiscate suspected infringing copies
whether or not a charge has been laid.

Criminal enforcement of copyright is wide-ranging, examples of such are
listed below:

1.  copyright piracy (e.g. possession of infringing articles for trade or
business);

2. importing or exporting pirated articles otherwise than for his private
and domestic use;




3. to make, possess or deal with an article specifically designed or adapted
for making infringing copies;

4. making, importing, exporting or dealing in products for defeating
technological copyright protection systems, or providing commercial
services for enabling customers to defeat the same system;

5. distributing an infringing copy of the work to such an extent as to affect
prejudicially the copyright owner (including but not limited to lost
sales);

6. dealing in parallel-imported copies of any copyright work (including
television dramas, musical sound records or musical visual recordings,
with the exception of computer software products) for playing or
showing in public during the 15 months commencing from the work’s
first publication anywhere in the world.

For any person charged with a copyright offence, it is a defence to prove that
he did not know and had no reason to believe that it was an infringing copy.
It should be noted that the burden of proof to establish this defence lies on
the potential infringer. Depending on the circumstances, he will likely need
to make specific enquiries as to copyright subsistence and infringement.

Personal criminal liability may be imposed on any director, manager, company
secretary, other similar officer or active shareholder of a corporate defendant
who is found guilty of an offence under the Copyright Ordinance where the
offence was either attributable to an act by the individual in question, or
where the offence was committed with that individual’s consent or
connivance. It similarly applies to partnerships and an offence by a partner or
manager of the partnership.

The limitation period of commencing a criminal action is three years from
the date of commission of the offence.




6.8 The long-awaited overhaul of Hong Kong’s copyright regime

The copyright regime in Hong Kong is governed by the Copyright Ordinance
(Cap.528) (“CO”), which came into effect in 1997. Since 2006, the Hong
Kong government has conducted rounds of public consultations, introduced
two amendment bills respectively in 2011 (the Copyright (Amendment) Bill
2011) (“2011 Bill”) and 2014 (the Copyright (Amendment) Bill 2014) (“2014
Bill”) into the Legislative Council with an attempt to accommodating the
rapid advancements and innovations in technology. Unfortunately, the 2011
and 2014 Bills were unable to proceed as some members in the Legislative
Council asserted the view that freedom of creativity or expression could
possibly be compromised under the proposed legislative provisions.

The Commerce and Economic Development Bureau published a consultation
paper on 24 November 2021 (“2021 Consultation”) reintroducing the key
legislative proposal set out in the 2014 bill including some new copyright
exceptions.

The 2014 Bill
The 2014 Bill focuses on five key areas as follows:

1. Introduction of a new technology-neutral exclusive communication
right for copyright owners to communicate their works to the public
through any mode of electronic transmission, for example streaming.
This introduction will bring Hong Kong’s copyright regime in line with
the practices of many jurisdictions, such as the United Kingdom (“UK”)
(2003), Singapore (2005), etc.

2. Introduction of criminal sanctions against those who make unauthorised
communications of copyright works to the public for profit or reward or
to an extent which will cause prejudice to the copyright owners.

3. Revision of the scope of permitted acts in relation to copyright works
and the introduction of new copyright exceptions for the education
sector, libraries, museums, archives, temporary reproduction of
copyright works by online service providers, and media shifting, as well
as new fair dealing exceptions to cover (i) use for the purposes of parody,
satire, caricature and pastiche; (ii) use for the purpose of commenting
on current events; and (iii) use of a quotation.




4. Introduction of “safe harbour” provisions to limit the liabilities of online
service providers for copyright infringement.

5. Additional Damages in Civil Cases.

The 2021 Consultation
The 2021 Consultation seeks to address four new issues:

1.  Should the current exhaustive approach by setting out all copyright
exceptions be maintained? — In Hong Kong, there are over 60 exceptions
in Part II of the CO which allow users to make reasonable use of
copyright works in certain circumstances without the owner’s consent.
Some jurisdictions such as Singapore and the United States (“US”) also
provide exceptions for non-exhaustive purposes, on the basis of whether
a particular use of a work is fair. It remains the case that most common
law jurisdictions, including Hong Kong still prefer an exhaustive
exception approach.

2. Should parties be restricted from contract limiting or “overriding” and
copyright exceptions? — Under the current copyright regime, copyright
owners may grant authorisation or license to users through commercial
contracts for the use of their works in accordance with the terms and
conditions agreed. The parties are free to exclude the application of the
statutory exceptions under CO for certain specific uses of copyright
work without the owners’ consent. Some jurisdiction such as the UK
prohibits parties’ freedom to exclude or limit certain copyright
exception. The government’s current preference is to not interfere with
the freedom to agree contractual terms between the parties.

3. Should specific provisions on illicit streaming devices (“ISDs”) be
introduced to govern devices used for assessing unauthorised contents
on the internet, including set-top boxes and pre-loaded software
applications? — Although the CO does not have specific provisions to
deal with ISDs, it contains various provisions to deal with online
copyright infringement activities that could be applied to combat ISDs,
for example section 273A of the CO which imposes civil liability on a
person who knowingly does an act which circumvents a technological
measure applied to a copyright work. In this connection, the
government’s position is to maintain the status quo.

4. Should a copyright-specific judicial site blocking mechanism be
introduced? — There are currently no copyright-specific statutory




provisions for site blocking injunctions in Hong Kong. Section 21L of
the High Court Ordinance, Cap.4 (“HCO”) provides for general
injunctive reliefs under which copyright owners may consider seeking
an appropriate injunction from the court where there is evidence of large
scale infringing activities originating from identified online locations.
The power to order website blocking injunctions is specifically provided
for under the UK, Australian and Singapore law. The Government’s
current position is that it is not necessary to introduce a copyright-
specific judicial site blocking mechanism at this point in time.

The consultation paper further addresses the following three potential areas
for further studies:

1.  Extension of the term of copyright protection — Japan, Singapore, South
Korea, the UK and the US have extended the term of protection under
their copyright regimes to 70 years after the life of the author.

2. Introduction of specific copyright exceptions for text and data mining -
Some overseas jurisdictions including the EU, Japan, Singapore and the
UK have introduced text and data mining exceptions in their copyright
laws to facilitate research and innovation.

3.  Artificial intelligence and copyright.

Are the proposed amendments in line with international norms?

However, are the proposed amendments sufficient to keep up with the ever-
changing technology landscape?

In a policy statement “National AI Strategy” published by the UK
government the UK government has expressed its intention to make the
country a world leader in Al, highlighting the potential for economic growth
in an environment in which start-ups, scale-ups and technology leaders are
incentivised to research, develop, and deploy AI technology. The UK
Intellectual Property Office then launched an open consultation to debate
how the country's existing IP legislation should be adapted to address the
ongoing development of Als and their use in the inventive process. The
European Commission also addressed Al-related challenges and presented a
concrete plan in its proposal for a draft AI Regulation published on 21 April
2021.




On the other hand, the new amendment bill based on the 2021 consultation
would just be more or less similar to the 2014 Bill as explained above unless
there are strong public views to introduce changes to the four new issues
mentioned above. It appears that the Hong Kong copyright law has fallen
behind other jurisdictions.

That said, the fact that the consultation paper refers Al as a “possible” topic
for further discussion shows that the Hong Kong government’s intention to
further update Kong’s copyright protection regime to keep up with modern
development. Whilst the Hong Kong copyright regime is still lagging in
protection of various kinds of existing and new forms copyright works, the
2021 consultation is definitely a welcome step in the right direction.




6.9 The long-awaited Copyright (Amendment) Ordinance was finally
gazetted — what impacts will it bring to various stakeholders?

With an aim to align Hong Kong’s copyright regime with technological
advancements, international norms, as well as to meet Hong Kong’s social and
economic needs, the Hong Kong government conducted a public consultation
on updating Hong Kong’s copyright regime from November 2021 to February
2022.

Following the public consultation, the government introduced substantial
amendments to the Copyright Ordinance (Cap. 528) (“CO”), based mainly
on the Copyright (Amendment) Bill 2014 (which was unable to proceed due
to opposition from the then Legislative Council), but with substantial
amendments to address the views of various stakeholders received during the
public consultation. This time, the amendment bill was finally passed by the
Legislative Council, and the Copyright (Amendment) Ordinance 2022 (the
“Amendment Ordinance™) was gazetted on 16 December 2022.

In this article, we will examine the content of the Amendment Ordinance and
provide our analysis and insight on what impacts it will bring to various
stakeholders, including copyright owners, netizens and online service
providers.

Technology-neutral exclusive right to communicate their works to the
public

The CO provides a list of acts which copyright owners have the exclusive right
to do in Hong Kong, including copying the work, broadcasting the work or
including it in a cable programme etc. However, with the advancement of
technology, there are now more ways of making a work available to the public
and they do not necessarily fall within the list of acts that copyright owners
have the exclusive right to do.

To solve the above problem, the Amendment Ordinance introduces a new
technology-neutral exclusive communication right for copyright owners to
communicate their works to the public. Under the Amendment Ordinance,
copyright owner enjoys an exclusive right to communicate the copyright work
to the public, which includes “making the work available, by wire or wireless
means, in such a way that members of the public in Hong Kong or elsewhere
may access the work from a place and at a time individually chosen by them”.




A common example is to make works available through the Internet by
streaming.

That said, to avoid the definition of “communication of the work to the
public” from being too wide, the legislation expressly excludes the following
3 acts from falling under the category of “communicating the work to the
public”:

1. gaining access to what is made available by someone else in the
communication; or

2. receiving the electronic transmission of which the communication
consists; or

3. mere provision of facilities by any person for enabling or facilitating the
communication of a work to the public.

Copyright owners should note that the above 3 acts do not constitute an
exercise of the right to communication. For instance, any member of the
public will not be prohibited by virtue of the Amendment Ordinance from
clicking on a weblink to gain access to a webpage even if that webpage
contains infringing content. That said, the new Amendment Ordinance
provides copyright owners with more flexibility to tackle infringement
activities of others, especially in the current age where internet and online
piracy no longer take the form of downloading, but rather, streaming.

Introduction of new criminal sanctions

To offer better protection to copyright owners, the Amendment Ordinance
also introduces criminal sanctions against those who make unauthorised
communications of copyright works to the public in certain situations.

Under the new section 118(8B) of the Amendment Ordinance, a person
commits an offence if the person infringes copyright in a work by
communicating the work to the public:

1. for the purpose of or in the course of any trade or business that consists
of communicating works to the public for profit or reward; or

2. tosuch an extent as to affect prejudicially the copyright owner.




The maximum penalty for the above offence is a fine of HK$50,000 for each
copyright work, and imprisonment for 4 years.

To dispel concerns about the possible negative impacts on the free flow of
information across the Internet and to provide greater legal certainty, the
Amendment Ordinance provides further guidance in determining whether
the infringer is liable under the 2" limb of section 118(8B), i.e. the
communication of work to the public is made to such an extent as to affect
prejudicially the copyright owner.

In determining the 27 limb, the court:

1. may take into account all the circumstances of the case; and

2. in particular, may take into account whether the communication had
caused economic damage or prejudice to the owner (such as where the
infringing work amounts to a substitution for the original work).

Hence, owners and netizens should take note of the wide powers of the court
to take into account all circumstances surrounding the infringement, which
would in turn affect the court’s determination of liability under the 2" limb
of section 118(8B) CO.

New fair-dealing exceptions

The amendments discussed above further strengthens copyright protection in
Hong Kong, which is crucial to promote creativity by providing authors and
lawful owners with economic incentives. However, fair access to and uses of
copyright works by others are also important for dissemination and
advancement of knowledge which also promotes creativity.

Hence, to tie with the introduction of the above communication right, the
Amendment Ordinance broadens the scope of permitted acts which may be
done in relation to copyright works without attracting civil or criminal
liability notwithstanding subsistence of copyright. The following new fair
dealing exceptions are introduced by the Amendment Ordinance:

1. use for the purpose of parody, satire, caricature and pastiche;

2. use for the purpose of commenting on current events;

3. use of a quotation, the extent of which is no more than is required by
the specific purpose for which it is used;




4.  use by education establishments for educational purposes;

5. use by service providers to enable more efficient transmission of the
fixation by the provider through a network, i.e. data caching; and

6. use in the form of media shifting (i.e. making of an additional copy from
one media format to another), for the purpose of private and domestic
use.

The Hong Kong government has assured the public in the consultation paper
that the new fair dealing exceptions above would cover, in appropriate cases,
a wide range of day-to-day Internet activities, so long as they are for the above
listed purposes.

Under the Amendment Ordinance, it appears that netizens may now freely
express their opinions through secondary creations, as long as such
copyrighted materials are used for non-commercial purposes. That said,
without any statutory definitions to any of the terms “parody, satire,
caricature and pastiche”, and a lack of examples provided in the ordinance or
any case law at the moment, it is unclear if the present common uses of
copyright works on the internet can fall within the above fair dealing
exceptions.

Safe harbour provisions

Under the Amendment Ordinance, an online service provider such as
operator of a social networking website may accidentally be involved in
communication of copyright works to the public and thus participate in
copyright infringement. For instance, if a person posts an infringing copy of
a copyright work on a social networking site, the site operator may also be
making the work available to the public by wireless means and thus infringing
the copyright of the work.

To prevent an online services provider from being innocently mixed-up with
a third party wrongdoing and also to incentivise online service providers to
take reasonable measures to limit infringing activities on their service
platforms, the Amendment Ordinance incorporates safe harbour provisions
for the service providers.

Under the safe harbour provisions, if an online service provider has complied
with the conditions set out in the Amendment Ordinance, the service
provider will not be liable for damages or any other pecuniary remedy for




infringement of the copyright in a work that occurs on the provider’s service
platform merely because the provider provides, or operates facilities for,
online services.

The conditions for the online service providers to comply with are the
following:

1.  The service provider has taken reasonable steps to limit or stop the
infringement as soon as practicable after the provider:

a. received a notice of alleged infringement in relation to the
infringement;

b. became aware that the infringement has occurred; or

c. became aware of the facts or circumstances that would lead
inevitably to the conclusion that the infringement had occurred.

2. The service provider receives no financial benefit directly attributable
to the infringement;

3. The service provider accommodates and does not interfere with the
standard technical measures that are used by copyright owners to
identify or protect their copyright works; and

4. The service provider designates an agent to receive notices of alleged
infringements, by supplying through the provider’s service, including
on the provider’s website at a location accessible to the public, the
agent’s name and contact details.

The safe harbour provisions encourage the active cooperation of service
providers and copyright owners to collectively combat online piracy. Whilst
it imposes additional obligations on the part of the online service provider, it
would undoubtedly benefit both the service provider and copyright owners,
to flush out acts of infringement as well as protect and exempt the service
provider from liability.

Conclusion

The Amendment Ordinance has already brought substantial changes to the
current copyright regime in Hong Kong, and is slowly catching up with the
ever evolving digital environment. That said, the government also
acknowledged that there are remaining issues that have not yet been addressed
in the Amendment Ordinance, such as extension of copyright term of




protection, introduction of specific copyright exceptions for text and data
mining, etc. It remains to be seen whether additional amendments would be
implemented to address all such issues in the near future.

In case of any legal questions in relation to the updated copyright regime or
require any compliance advice, it is advisable to consult an intellectual

property lawyer.
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6.10 Consultation on the enhancement of the Copyright Ordinance in
relation to artificial intelligence

On 8 July 2024, the Government launched a two-month public consultation

on the enhancement of the Copyright Ordinance (Cap. 528) (the “Ordinance™)
in relation to the protection for the development of artificial intelligence

(‘(AI”).

The consultation concerns the following areas:

1.  Copyright protection of Al-generated works;
Copyright infringement liability for AI-generated works;

Possible introduction of specific copyright exception; and

Eal

Other issues relating to generative Al

Copyright protection of Al-generated works

Under the existing Ordinance, copyright protection is provided for original
literary, dramatic, musical and artistic works (“LDMA Works”) generated by
computer i.e. where there is no human author. The author of such LDMA
Works is taken to be the person who undertook the arrangements necessary
for the creation of such works. The duration of such LDMA works expire at
the end of the period of 50 years from which such works were made.

For non-LDMA Works including sound recordings, films, broadcasts, cable
programmes and typographical arrangement of published editions, copyright
subsists as long as they are not copies of previous works and there is no
originality requirement. In the existing regime, there are no specific
provisions governing computer-generated non-LDMA works. In this regard,
non-LDMA works is protected under the current Ordinance regardless of
whether they are created by humans or computers.

Since the current Ordinance already provides protection for Al-generated
LDMA and non-LDMA works, it is considered that the current provisions as
they now stand should be maintained. The Government does not consider it
justifiable to propose any substantive legislative amendments concerning Al-
generated works at this stage.

Copyright infringement liability for Al-generated works




The existing Ordinance gives exclusive rights to a copyright owner to do
certain acts restricted by copyright in a copyright work, including but not
limited to copying the work, making an adaptation of the work, and
communicating the work to the public (for example by making the work
available to the public through the Internet).

Copyright in a work is infringed when a person, without the licence of the
copyright owner, does or authorises another person to do any of the acts
restricted by copyright, unless the act is permitted under any statutory
copyright exception. Copyright infringement gives rise to civil liability and,
in some cases, criminal liability.

If a piece of Al-generated work involves any act restricted by copyright (such

as utilizing Al technology to copy or make an adaptation to a copyright work),

it may constitute copyright infringement. In such circumstances, depending
on the facts, different parties such as the AI model's developer or programmer,
the operator of the Al system or the end user of the Al system may be held

liable for such copyright infringement.

The existing Ordinance also offers protection of moral rights specific to
authors of LDMA works and directors of films, including the right to be
identified as authors or directors and the right to object to derogatory
treatment of their works. Al-generated works involving LDMA works and
films are also covered under such protection.

In view of the fact-sensitive nature of copyright infringement claims and
protection of moral rights of Al-generated works under the current
Ordinance, the Government views that there are no cogent justifications to
introduce legislative amendments in relation to copyright infringement
arising from Al-generated works.

Possible introduction of specific copyright exception

The process of developing, training or enhancing an Al model often involves
using copyright works. This may constitute copyright infringement if a
license has not been obtained from the copyright owner, or if the act does not
fall within any copyright exception under the Ordinance.

Under the existing Ordinance, there is no copyright exception for the
purposes of computational data analysis and processing. As such, the




developing and training of AI model will likely constitute copyright
infringement if it involves an act restricted by copyright.

In considering whether copyright exception shall be introduced for
conventional text and data mining, computational data analysis and
processing for enhancing the performance of a computer program (such as
development and training of an AI model) (“TDM Activities”), the
Government has identified the pros of such introduction, including the
promotion of Al development and the facilitation of the research community
(which often involves data mining). Although introduction of such exception
may also bring adverse impact to copyright owners (such as less entitlement
to remuneration as return of use of their works), the Government considered
that most of the drawbacks can be balanced out by providing appropriate
safeguards to copyright owners. As such, the Government views that it is
justifiable to introduce copyright exception for TDM Activities to the
Ordinance.

The Government suggest and seek the public’s opinion on the following in
relation to the introduction of copyright exception for TDM Activities:

1. The exception to be introduced should not be restricted to non-
commercial research and study, given that the development of Al
models for commercial uses, business analytics and R&D projects may
include commercial endeavours and may be privately funded.

2. A viable option for safeguards is to impose condition on the proposed
exception, such as requiring lawful access to copyright works, rendering
TDM Activities unauthorised if licensing schemes are available or
copyright owners have expressly reserved their rights (i.e. to opt out),
or imposing restrictions on further communication, distribution or
dealing of the copy made under the proposed exception for TDM
Activities.

Other issues relating to generative Al

Deeptakes

Deepfake involves the utilisation of Al or deep learning algorithms to create
realistic videos, images or audios which never happen. An example would be
superimposing human features on another person’s body or manipulating
sounds to generate a realistic human experience.




If deepfake content involves unauthorised use of a copyright work or trade
mark, it may constitute copyright or trade mark infringement. The misuse of
a person’s indicia of identity in deepfakes may also constitute breach of
personal data protection law or defamation.

While there is no freestanding right of personality or publicity in Hong Kong,
a person may seek remedies from other legal recourses such as intellectual
property laws.

Transparency of Al systems

In the context of Al technology, the principle of transparency requires the
adoption of clear and honest communication channel between the Al
developer, the end-users and the regulators.

The Office of the Government Chief Information Officer in Hong Kong has
formulated the Ethical Artificial Intelligence Framework which provide a set
of guidance to identify and manage risks and ethical issues in relation to Al-
related technologies, including the issue of transparency. For more details of
and our discussion on the Ethical Artificial Intelligence Framework, please
click here.

Conclusion

As Al technology continues to evolve, laws and regulations concerning Al
technology have to be constantly reviewed to keep up with the development.
As set out in the consultation paper, the Government will continue to monitor
the development as well as relevant policies and regulations formulated by
other jurisdictions and consider whether relevant amendments to the local
regime should be introduced.

«
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Chapter 7: Discussion of copyright issues




7.1 Who owns the copyright in a monkey selfie?

In 2011, Indonesian monkeys snatched the camera of a British wildlife
photographer, David Slater (the “Photographer”) and took self-portraits of
themselves. One of the monkey selfies taken by a female monkey has gone
viral and made it onto Wikipedia Commons (the “Monkey Selfie”).

The Photographer claimed ownership of the Monkey Selfie, taking the view
that he had set the self-portraits up by framing them and setting the camera
on a tripod. The Photographer requested Wikipedia to take down the
Monkey Selfie but was refused. Wikipedia claimed that the Monkey Selfie was
uncopyrightable.

Can animals own copyright?

In the US, according to section 102(a) of the US Copyright Law - Title 17 of
the US Code, copyright protection subsists in original works of authorship
fixed in any tangible medium of expression. We shall explain the meaning of
this provision as follows.

Fixed in tangible medium of expression

Photographs are classic examples of work fixed in tangible medium of
expression. The Monkey Selfie has been set in a form that the image of the
female monkey is sufficiently permanent to be perceived. Thus, this criterion
can be satisfied.

Originality

In Feist Publications, Inc. v Rural Telephone Service Co., 499 U.S. 340 (1991),
the US Supreme Court held that “original” means possessing some creative
spark, “no matter how crude, humble or obvious” the work might be.
Therefore, only minimal degree of creativity is required to fulfil such a
condition. Applying to the Monkey Selfie, the funny facial expression created




by the monkey is likely to qualify for the rather low threshold of the criterion
of “original”.

Authorship

To qualify for copyright protection, the Monkey Selfie must have an “author”.
According to section 306 of the US Copyright Office Compendium of
Copyright Practices, the term “authorship” implies that, for a work to be
copyrightable, it must owe its origin to a human being. Materials produced
solely by nature, by plants, or by animals are not copyrightable.

In other words, monkeys may create works of art, but these works cannot
qualify for copyright protection as copyright cannot be vested in non-human
authors. The abovementioned argument was confirmed in the subsequent
case of Naruto v David John Slater (Case no.15-cv-04324-WHO), in which
it was held that an animal lacks statutory standing to sue under the US
Copyright Law, and works created by animals are not entitled to copyright
protection. The further question which arises is, whether humans can acquire
rights over the works created by animals?

Can the photographer own copyright?
There are conflicting views on this issue.

One view appears to be inclined towards the tracing of the owner of property
rights. If the animal in question is your property, and it creates property, then
the intellectual property subsisting in the photos should be your property, i.e.
if the monkey belongs to the photographer, the copyright in the Monkey
Selfie belongs to the animal owner.

Another view that is being put forward by the public is pro-animal rights.
Supporters of animal rights believe that animals have an inherent worth and
should have rights equal to humans.

Yet, under the current US copyright law, neither of the above views is backed
by any legal authorities. As the Indonesian monkeys do not fall under the
category of “author”, any subject matter produced by them is not
copyrightable and has no owner, regardless whether they are owned by any
person.

Hong Kong’s approach




In Hong Kong, copyright only subsists in a subject matter if it (a) is a work,
i.e. has a minimal level of “skill, judgment and labour”; (b) falls within any
of the following descriptions of work, namely, (i) literary, dramatic, musical
or artistic works which are original; (ii) sound recordings, films, broadcasts
or cable programmes; or (iii) the typographical arrangement of published
editions; (c) is recorded, in writing or otherwise; and (d) satisfies the
qualification requirements, namely, the author is domiciled or incorporated
in Hong Kong or elsewhere; or is published in Hong Kong or elsewhere (in
other words, there is no qualification requirement in Hong Kong).

Under Hong Kong’s copyright regime, an author of a work means the person
who creates it, according to section 11 of the Copyright Ordinance (Cap. 528
of the Laws of Hong Kong). Person, with reference to Interpretation and
General Clauses Ordinance (Cap. 1 of the Laws of Hong Kong), includes any
public body and any body of persons, corporate or unincorporate. Further
pursuant to section 178(1) of the Copyright Ordinance, work qualifies for
copyright protection if the author was at the material time: (a) an individual
domiciled or resident or having a right of abode in Hong Kong or elsewhere;
or (b) a body incorporated under the law of any country, territory or area.

Despite the fact that the other elements as listed above can be satisfied,
difficulty arises as monkey cannot qualify as “a person”, “an individual” or
“an incorporated body” under the current legal regime. Therefore, no

protection would be conferred on the Monkey Selfie in Hong Kong.

Conclusion

For the time being, animal selfies cannot qualify for copyright protection in
Hong Kong or the US. It is apparent that the scope of our current animal
rights protection has not yet extended to protect the intellectual property
rights embedded in original works created by animals. Whether the legal
scope of copyright should be expanded further to cover works created by
animals is yet to be addressed, awaiting further discussion in the society to
reach possible consensus if any. It is worth keeping an eye on the development
of the case of Naruto v David John Slater, which is currently on appeal at the
US Court of Appeals for the 9 Circuit.




7.2 Protection of IP rights in computer programmes

Recent years have seen the booming development of computer programmes,
in particular applications in smart phones and tablet computers. At the same
time, unauthorised copying and unlicensed use of proprietary computer
programmes has become a widespread phenomenon over the world. It now
becomes increasingly important for computer programme developers,
publishers, venture capital investors, etc., to seek proprietary protection of
computer programmes, in order to safeguard their commercial interests. But
under which regime would it be feasible for them to seek maximum protection?
Copyright? Patent?

Before proceeding to discuss the
intellectual property protection
afforded to computer programmes, it is
important to understand the nature of
computer programmes. A computer
programme uses a number of
. algorithms to produce a certain result;
but the given result can usually be
obtained by more than one software
program (and/or different algorithms).
The question is which object intellectual
property right should attach to: (i)
algorithms; (ii) various software source
codes implementing the algorithms;
and/or (iii) the computer programme as
a method to implement the given result?

Limited protection under copyright law

While computer programmes and adaptations of such programs’ (e.g.
converting the software source codes from one computer language into
another computer language) are protected as literary works under copyright

“An arrangement or altered version of the program or a translation of it,” section 29(3)(b) of
the Copyright Ordinance (Cap. 528). Under section 29(4), “translation” includes “a version
of the program in which it is converted into or out of a computer language or code or into a
different computer language or code”.




law,® the availability of the defence of fair use (in some jurisdictions like the
United States) in cases of reverse engineering® has undermined the protection.
In such case, decompiling a software by reverse engineering in order to
analyse the algorithms and results (for the purpose of copying the idea), may
be a fair use and thus not copyright infringement. Further, copyright only
seeks to protect expression of the work (e.g. the software source codes); ideas,
algorithms, procedures, and methods of operation underlying a computer
programme, which are of considerable commercial value, are not protected
under copyright laws.

Computer programme patent

Given the limited protection offered by copyright, many computer
programme developers and publishers have applied for proprietary protection
under the patent system instead.

It is worthy to note that algorithms per se are not patentable in many
jurisdictions as they are considered purely abstract ideas. For example, in
Hong Kong, it is expressly provided in the Patents Ordinance that “a scheme,
rule or method for performing a mental act, playing a game or doing business,
or a program for a computer” shall not be regarded as an invention, and thus
not patentable. A computer programme patent, in its conventional meaning,
actually refers to a computer programme being a method to implement the
algorithms. The question then turns on whether such method is patentable.

Recent decades have seen skyrocketing numbers of computer programme
patent applications, amongst which often contain claims based on trivial or
existing techniques. The increasing number of patent grants has also been
considered to stifle innovation and competition. Against such background the
policy aim of reducing the number of patent applications with trivial
technical contribution has gained an upper hand worldwide.

In the United States, the scope of patentability of computer programme is
now narrower with the adoption of “machine-or-transformation” test in

Section 1(1) of the Copyright (Computer Software) Amendment Act 1985, extended to Hong
Kong by the Copyright (Computer Software) (Extension to Territories) Order 1987 (SI 1987
No 2200 UK).

See for example the United States authority Sega Enterprises, Ltd. v Accolade, Inc. (1993)
977 F.2d 1510




place of the “useful, concrete and tangible” requirement. The European
approach is even more restrictive. It is now difficult to obtain a computer
programme patent even in New Zealand.

New Zealand Patents Act 2013

On 13 September 2013, the New Zealand Patents Act came into force,

replacing its age-long Patents Act 1953. Following the approach taken by the

European Patent Convention (“EPC”) (and specifically the United Kingdom),
the New Zealand Patents Act 2013 precludes a computer programme from

falling within the definition of “invention” or “a manner of manufacture”,

if the actual contribution it makes lies solely in it being a computer

programme. Hence computer programmes “as such” are not patentable, that

is, it will be denied of patentability if it is no more than an excluded matter

(e.g. a business method or computer programme).

However, if there are something more, e.g. if the computer programme is
combined with a hardware machine to form a new machine, then it may be
patentable. A leeway is given to embedded software.® Under the commentary
to section 11 of the Patents Act 2013 of New Zealand, an example of
embedded software is given. The example patent claim provides for “a better
method of washing clothes when using an existing washing machine”:

“The computer program controls the operation of the washing machine.
The washing machine is not materially altered in any way to perform the
invention. The Commissioner considers that the actual contribution is a
new and improved way of operating a washing machine that gets clothes
cleaner and uses less electricity... The computer program is only the way
In which that new method, with its resulting contribution, is implemented.
The actual contribution does not lie solely in it being a computer program. ”

10 j.e. Computer software which plays an integral role in the electronics it is supplied with (e.g.

cars, pacemakers, telephones, and washing machines)




Hong Kong

Provided that Hong Kong’s Patent Ordinance is also modelled on the British
Patents Act 1977 (which in turn adopted the EPC), it is likely for Hong Kong
to follow the restrictive British approach in assessing patent grant for
computer programmes. In other words, patent would only be granted to
computer-program-related inventions only if their claims reached beyond
computer programmes and their actual or alleged contribution was more than
technical in nature. This view would now be strengthened in light of the
recent development in New Zealand.

On the other hand, the New Zealand position on embedded software is
commendable, as it now clarifies what computer-program-related inventions
reach beyond the category of computer programs “as such”. It is likely for
Hong Kong to take this safe harbour into account when assessing patent
applications: a green light is much more likely to be given for embedded
software patent applications in Hong Kong.

Conclusion

As seen from above, computer programme codes and their adaptations would
be protected under copyright law. However if the same result is obtained by
reverse engineering (i.e. a mere stealing of the idea but not copying or
adaptation of the source codes), copyright owners cannot take action against
the party implementing the algorithms giving the same result.

In order to enable a comprehensive protection of intellectual property rights,
patent registration is necessary. But it is important to note that not every
computer programme (even as method) is patentable. Further, each
jurisdiction has its autonomy in providing for its own patent rules: the
successful registration of a computer programme patent in New Zealand does
not automatically imply that the patent can be registered in Hong Kong or
elsewhere, even for embedded software patents. Before proceeding onto
applying for computer programme patents in Hong Kong or elsewhere, it is
prudent to consult patent attorneys and/or lawyers.




7.3 Clicking “share” button may infringe copyright

Copyright material is everywhere. In this digital age, sharing of information
on social media platforms and online blogs becomes an integral part of our
lives — we share our favourite songs on social media by clicking simply a “share”
button; we write and quote any article we like on our online blogs. As the
sharing of information becomes easier, people become less vigilant when it
comes to copyright of the information they share. In this section, we will
discuss some common copyright issues in the age of internet and social media.

Copyright infringement and liability

In Hong Kong, protection of copyright matters is largely covered by the
Copyright Ordinance (Cap. 528) (“CO”). Copyright owners have the
exclusive right to carry out certain acts in relation to their works, such as to
distribute copies of their work to the public or to make adaption of a literary,
dramatic or musical work.

Anyone without the consent of the copyright owner carries out any of the
acts (to which the copyright owner has exclusive right under the CO) in
respect of a “substantial part” of a work is said to have infringed the
copyright of the work in question. An infringer can be liable even if he or she
does not know or have reasons to believe that the work in question is an
infringing copy. This type of infringement is known as “primary
infringement”.

A person may commit a “secondary infringement” if, for instance, he imports
into Hong Kong infringing copies of a work other than for his private and
domestic use (say, for sale). The copyright owner can by civil proceedings
claim against the infringer (for primary or secondary infringement) for relief
such as damages, injunction or account of profits. In fact, not only was a
secondary infringer liable in civil proceedings, he is also criminally liable
under the CO.

Fair dealing of copyright work

There are a number of permitted acts which will not constitute copyright
infringement under the CO, and the most common and general of all is “fair
dealing”. However, the scope of the acts permitted by “fair dealing” is not
that extensive.

Under the CO, fair dealing involves two elements:



http://www.hklii.org/hk/legis/en/ord/528/

1.  the dealing must be fair; and

2. the purpose of the dealing must be confined to seven prescribed
purposes — research, private study, criticism, review/comment, news
reporting, education, or public administration.

Any act which is carried out for other purposes cannot be fair dealing,
including acts carried out for private use or charity. In determining whether
any dealing with a copyright work is fair, the court will have regard to the
following four factors set out in the CO:

1.  the purpose and nature of the dealing;

2. the nature of the work;

3. the amount and substantiality of the portion dealt with in relation to the
original work as a whole; and

4.  the effect of the dealing on the potential market for or value of the work.
Yet, the primary consideration is that the dealing should not conflict with a

normal exploitation of the work by the copyright owner and should not
unreasonably prejudice the legitimate interests of the copyright owner.




Some illustrations

Suppose you take a music video of your favourite musician and upload it to
your online blog, is there any copyright infringement? If so, does your act fall
within the ambit of fair dealing?

Prima facie, you have infringed the copyright of the music video (which in
fact consists of multiple copyrights over the lyrics, music, etc.) by making
available the music video to the public. As said, this is still infringement even
if you have no knowledge of whether the uploaded video is an infringing copy.
Then, is your act a fair dealing? Arguably not. By uploading the video on your
blog, you have reproduced substantially the entire music video and this cannot
be regarded as fair in the circumstances. Further, the purpose of the dealing
is unlikely to fall within any of the seven prescribed purposes.

Suppose in a different scenario where you have copied a small portion of an
article of another online blogger on some current affairs and you provide your
criticism on the portion. Based on the aforesaid, your act appears to fall within
the prescribed purposes, i.e. review and criticism. It appears that you have
not infringed the other blogger’s copyright, or have you?

Under the CO, for an act to be regarded as fair dealing for the purpose of
criticism or review, it has to be accompanied by sufficient acknowledgment.
As such, you must state the source and the authorship/copyright ownership
of the article on which you offer your criticism/comment. Again, the
reference to the article must be fair in the circumstances so as not to prejudice
the legitimate interests of the author/copyright owner of that article. In any
event, you should avoid simply copying the entire article and pasting it onto
your blog — excerpts proportionate to the criticism purpose maybe
reproduced but the reference to the original article should be done by way of
a hyperlink to the original source.

Conclusion

As illustrated above, what appears to be a simple click of the “share” button
on the internet may entail legal consequences. One should always be careful
when sharing copyright materials. While there are some permitted acts as
exception to copyright infringement under the CO, those permitted acts are
indeed rather restricted and may not cover many acts done in this digital age.

7.4 Enjoying TV programmes with “mighty” Xiaomi box




Xiaomi Box has been very popular in Hong Kong. By simply connecting the
box to the television, user can, through unofficial channels, watch overseas
television dramas, entertainment shows and even real-time broadcasts
through its Android operating system receiving contents from the internet,
and this magic box only costs a few hundred Hong Kong dollars. However,
the users and sellers of the Xiaomi Box (and other television box with similar
functions) should beware of possible copyright issues arising from the use.

Copyright issues

Whilst certain contents of the Xiaomi Box are not officially available to the
citizens in Hong Kong due to copyright issues, sellers now offer “jail-broken”,
i.e. Xiaomi Box with security restriction removed, which allows users to
install unapproved application enabling them to watch unofficial contents
which possibly infringe third parties’ copyright, such as live broadcasts of the
UEFA Champions League football games. Access to and/or distribution of
such contents give rise to potential liability under the Copyright Ordinance
(Cap. 528) (“CO™).

According to the CO, copyright works include sound recordings, films,
broadcasts and cable programmes whilst copyright in a work is infringed by a
person who without the licence of the copyright owner does, or authorized
another to do, any of the acts restricted by the copyright. Acts restricted by
the copyright, including copying, making available copies of the work to the
public; showing or playing the work in public; and broadcasting the work.
The foregoing are examples of primary infringement. Secondary
infringement would arise from, among others, the possessing and dealing with
infringing copies for commercial purpose and supplying apparatus for
infringing copyright.

TV dramas, entertainment shows and live broadcasts available via the Xiaomi
Box are no doubt copyright works under the CO. Accordingly, it would
amount to an infringement of copyright if one commits the act of making
available to the public, showing or playing in the public and/or broadcasting
such programmes without licence of the copyright owners.

Under the CO, the copyright owners and/or the exclusive licensees of the
copyright works may commence civil actions against an infringer of copyright
for reliefs including damages, injunctions and accounts for profits attributable
to the infringement of copyright. Further, one may incur criminal liabilities
by dealing with infringing works without the licence of the copyright owner




in the course of trade, and/or to an extent which prejudicially affect the
copyright owner. The maximum penalty is a fine HK$50,000 per infringing
copy and imprisonment of 4 years.

The next question would then be, who would be held liable: the sellers, the
end-users or the providers of illegal programmes?

Who would be liable?
Users for private purpose

Merely enjoying the shows via Xiaomi Box privately at home is unlikely to be
considered dealing with the copyright work in a way that would attract
criminal liabilities. However, copyright owners and/or exclusive licensees may
still possibly commence civil proceedings against the end-users who watch
the infringing copies of TV dramas or live football matches via the Xiaomi
Box.

On a separate note, Xiaomi Boxes may utilise PRC IP addresses to enable
access to unlicensed programmes from Hong Kong. If so, users, knowing that
they are not PRC internet users (and the said knowledge can be inferred from
the obvious fact that the users are physically located in Hong Kong), might
commit the offence of access to computer with dishonest intent under section
161 of the Crimes Ordinance (Cap. 200). Therefore, the private users of
Xiaomi Box are not necessarily liability free.

Users for commercial purpose




What if a karaoke store broadcasts the games of UEFA Champions League
via the Xiaomi Box to its patrons without obtaining permission from the
Hong Kong Cable Television Limited (“i-Cable”) which was granted the
exclusive rights to broadcast the games in Hong Kong? Such acts amount to
making available to the public, and/or possessing and dealing with for
commercial purpose the copyrighted broadcast of the relevant football games.
In such case, the copyright to broadcast exclusively granted to i-Cable is
infringed and i-Cable and/or the party which owns the broadcasting rights
may commence civil proceedings against the karaoke store for damages or
accounts of profits. Besides, by possessing and/or exhibiting the infringing
football games in the course of its business, the karaoke store may also incur
criminal liabilities pursuant to the CO.

Of course, other restaurants or business premises, which shows any
infringing copies of TV programmes to the public via the Xiaomi Box in the
course of their business without obtaining permission from the copyright
owners is likely to be in breach of the CO both civilly and criminally as well.
Further, these commercial users should also be wary of the possible liability
under the offence of access to computer with dishonest intent under section
161 of the Crimes Ordinance (Cap. 200) as discussed above.

Sellers and programme providers

If the Xiaomi Box itself contains pre-installed copyright materials before
selling, the sellers would incur criminally liability by selling the infringing
copies of work contained therein. Besides, sellers, who assist to “jail-break”
the Xiaomi Box so that unlicensed and copyright infringing contents would
become available to users, are arguably supplying apparatus for infringing
copyright. In such case, these sellers might incur civil liability as well, in
addition to potential criminal liability.

However, providers of the illegal programmes available via the Xiaomi Box
are unlikely to be located in Hong Kong, which increased the difficulty of
civil enforcement by right owners and criminal enforcement by the Customs.

Conclusion

As illustrated above, the Xiaomi Box can lead to multiple liabilities and
serious legal consequences. Whilst the defence of lack of knowledge is
available to avoid civil liability for secondary infringement and/or criminal
liability under the CO, it would be rather hard for one to argue that he did




not know or had no reason to believe that copyright subsisted in the TV
programmes broadcasted through the Xiaomi Box or such are infringing
copies. Especially for commercial users, they should think twice before
offering infringing copies of broadcasts and/or TV programmes to the public
through the Xiaomi Box.




7.5 Can you sing “Happy Birthday to You” in public?

In the US judgment of Rupa Marya v Warner Chappell Music Inc, Case No.
2:13-cv-04460, the copyright in the popular song “Happy Birthday” (“Song™)
of Warner Chappell Music Inc. and Summy-Birdchard Inc. (collectively,
“Defendants”) was in disputed by a group of artists (“Plaintiffs). The
Plaintiffs claimed that the copyright in the Song did not belong to the
Defendants and the Defendants should be compelled to return the “millions
of dollars of unlawful licensing fees” they have collected by wrongfully
asserting copyright ownership in the lyrics to the Song. This section will
summarise the key points of the judgment of the U.S. District Court
(“Court™).

Happy
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The melody to the Song was written in 1890s, which is called “Good Morning
To All” composed by Midred Hill and Patty Hill (collectively, “Hill sisters™).
The melody of the Song is the same as that of “Good Morning To All” and
the origins of the melody was not disputed by the parties. However, the
origins of the lyrics to the Song are less clear and, in 1911, the full lyrics to
the Song was first published in a song book in which the author of the lyrics
was not identified. In 1935, Clayton F. Summy Company (“Summy Co.”)
registered copyrights to two works entitled “Happy Birthday to You” with
registration numbers E51988 and E51990. In the present action, the
Defendants argued that the Hill sisters wrote the lyrics to the Song and then
transferred the common law copyrights in the lyrics to the Defendants by way
of contract (through Summy Co.) before 1935. On the contrary, the Plaintiffs
argued that the lyrics may have been written by someone else, the common
law copyrights in the lyrics were lost due to general publication or
abandonment before the lyrics were published, and the rights were never




transferred to Summy Co. The present proceeding was a hearing on the cross-
motions for summary judgment.

The Court’s decision
Presumption of validity

The Court acknowledged that there is a rebuttable presumption that the
holder of the copyright registration certificate has met all the requirements
for copyright validity and has valid copyright in the subject matter. Once a
claimant shows that he or she has a registration certificate, the burden of
proof shifts to the opposing party who must offer some evidence or proof to
dispute or deny the claimant’s prima facie case. The Court further elaborated
on this legal proposition that the presumption of validity is rebutted when
there is a material mistake in the registration. The Defendants claimed that
Summy Co. registered the lyrics in E51990, but the Court disagreed on the
grounds that this registration does not list any of Hill sisters as the author or
otherwise make clear that the lyrics were being registered (the copyright
registration certificate only stated that as easy piano solo “with text” without
setting out the text of the lyrics). Therefore, the Court was of the view that
the presumption was rebutted.

Authorship of the lyrics

As the presumption was rebutted, the Court considered that the Defendants
had to show that their interest could be traced back to the true author of the
lyrics. In this regard, the Defendants claimed that Patty Hill was the author;
the Plaintiffs claimed that the lyrics might be written by someone else. The
Court was of the view that there was no sufficient evidence to entitle the
Defendants to a directed verdict by way of summary judgment on the issue
of authorship so that there are genuine issues of material fact for trial.

Divestive publication of the lyrics

The Plaintiffs further claimed that Patty Hill lost the rights to the lyrics
through divestive publication before 1935, even if Patty Hill wrote the lyrics.
The Plaintiffs heavily relied as their evidence in support on the publication
of the Song in “The Everyday Song Book” which appears to have been
authorised by Summy Co. in 1922. The Court differed with the Plaintiffs
about this issue on the grounds that Summy Co. clearly had no right to the
lyrics so that there was no direct evidence that the Hill sisters had authorised




Summy Co. to grant permission for the publication of the lyrics in 1922. The
Court concluded that there are genuine disputes of material fact for trial.

Transfer of lyrics

The Plaintiffs argued that there is no evidence that Summy Co. ever obtained
the copyrights in the lyrics. The Defendants argued that the rights were
transferred to Summy Co. under a contract in 1934 and 1935 (“Contract™).
However, the actual copy of the Contract is not available and its content is not
in record. Only limited evidence is available to the Court. The Court was of
the view that such transfer of the copyrights in the lyrics could not be
reasonably inferred from the available evidence. One of the grounds was that
the available evidence showed that the subject matter of the Contract was the
copyrights in “piano arrangements” and it was not logical to infer that rights
to “piano arrangements” would include rights to any lyrics or words. The
Court considered that the submissions of the Defendants were not consistent
with their own case theory and unsupported by available evidence. Therefore,
the Court concluded that there is no sufficient evidence to support the
existence of the purported transfer of the copyrights in the lyrics and there
is no triable issue of fact.

Conclusion

The Court denied the Defendants’ Motions and concluded that the Hill sisters
only gave Summy Co. the rights to the music, and the rights to piano
arrangements based on the melody, but not the rights to the lyrics. As Summy
Co. did not acquire the rights to the lyrics, the Defendants, as Summy Co.’s
purported successors-in-interest, do not own a valid copyright in the lyrics.
So for now, we could sing the Song without fear of demand for royalty.

It should be noted that this is only a summary judgment, which may be
subject to further proceedings or appeal. We shall await further development
and update our readers in due course.




7.6 Room for parody in Hong Kong?

In June 2011, the Government introduced the Copyright (Amendment) Bill
2011 (the “Bill”) to the Legislative Council (the “LegCo”) to update the
Copyright Ordinance (Cap. 528) to widen the scope of protection of
copyright works in the digital environment. The Bill, among other things,
introduced a technology-neutral exclusive right for copyright owners to
communicate their works through any electronic means. This led to wide-
ranging public concern on the potential criminal liability attached to parody
and eventually the Bill lapsed in 2012.

On 11 July 2013, the Government launched a three-month consultation to
invite public views on the proposed treatment of parody in the copyright
regime. This section gives an overview of the current legal position regarding
parody in Hong Kong and in other jurisdictions and summarizes the three
options put forward by the Government in the consultation paper.

What is parody?

There is no unified legal definition of parody internationally. However,
parody broadly refers to works that imitate or incorporate certain elements of
other’s work (usually copyrighted) for the purposes of creating comic or
critical effects through deliberate exaggeration. Common examples of parody
in Hong Kong include combining existing news photos or movie posters with
pictures of political figures, providing new lyrics to popular songs and editing
a short clip from a television drama or movie to relate to a current event.

Current legal position in Hong Kong

Under the current copyright regime, only parodies that encompass
substantial part (in terms of quality but not quantity) of the underlying
copyright work constitute copyright infringement. However, the creation of
parody may not attract any liability if it falls into any of the following
exemptions:-

1. the parody is created with the consent from the copyright owners, for
instance, by way of an appropriate Creative Commons (CC) licence';

11 A CC licence is a license devised by Creative Commons to be adopted by a copyright owner

to authorize the use of his/her works by others based on certain preset terms and conditions.




2. the parody is created from works in the public domain with expired
copyright!?; and

3. the parody created falls within the fair dealing exception for the
purposes of education, research, private study, criticism, review and
news reporting subject to certain qualifying conditions.

A person may attract civil liability for copyright infringement if he creates an
infringing parody that falls outside the above exemptions. Moreover, a person
may be criminally liable if he/she distributes infringing parodies to the public
in the course of any trade or business or to such extent as to affect
prejudicially the copyright owner.

Approaches in overseas jurisdictions

There is no universal approach in treatment of parody and each jurisdiction
adopts its own approach. In Australia and Canada, a copyright exception is
provided for the fair dealing of parody and satire with no statutory definition
of those terms. Australian courts employ an objective approach in assessing
“fairness”. Relevant factors include whether the infringing material is
published or unpublished; the nature of the material and its use; the
possibility of obtaining permission from the copyrights owners and whether
there has been any impropriety.

In the UK, while the existing copyright law does not provide for any specific
exemptions for parody, the UK Government has decided to introduce a fair
dealing exception in relation to parody, caricature and pastiche®3.

In the US, there is no specific copyright exception for parody but an open-
ended fair use exception covering acts done for the purposes of criticism,

comment, news reporting, teaching, scholarship or research, etc.

The three options

12 Subject to certain exceptions, copyright in literary, dramatic, musical or artistic work expires

at the end of the period of 50 years from the end of calendar year in which the author dies.

3 A work which imitates the style of previous work.




In the consultation paper, the Government put forward the following three
options in relation to the treatment of parody:-

Option 1: Clarification

Option 1 clarifies the provisions for criminal sanctions under the Copyright
Ordinance regarding the existing prejudicial distribution offence and the
proposed prejudicial communication offence. The Government proposed that
when assessing the magnitude of economic prejudice, the court shall adopt
the test of “more than trivial economic prejudice” and take into account other
relevant factors including the nature of the work, the mode and scale of
distribution/communication and whether the distribution/communication
amounts to a substitution for the work.

Option 2: Criminal exemption

Option 2 provides a criminal exemption to specifically exclude parody from
the existing prejudicial distribution offence and the proposed prejudicial
communication offence. It is specified that any distribution or communication
of parody would not attract criminal liability if certain qualifying conditions
are met. The Government invites public views on the subject matter of the
exemption, definition of parody and qualifying conditions.

Option 3: Fair dealing exception




Option 3 introduces a fair dealing exception for parody. The exception
provides that creation, distribution and communication of parody would not
attract any civil or criminal liability so long as the act is a fair dealing act. A
non-exhaustive list of guiding factors would be provided in determining
fairness. For example, the court shall consider the purpose and nature of the
dealing, the nature of the work, the amount and substantiality of the portion
dealt with in relation to the work as a whole and the effect of the dealing on
the potential market for the work.

Conclusion

As parodies are gaining popularity in Hong Kong in recent years, there is a
need to achieve a fair balance between the legitimate interests of the
copyright owners and other public interests such as freedom of expression.
In light of the rapid and wide dissemination of parodies in the digital world,
this topic is likely to continue to arouse heated debate in the public.




7.8 Will you infringe others’ copyright by using stream-ripping or file
sharing websites?

In the cases of Young Turks Recordings Ltd & Ors v British
Telecommunications plc & Others [2021] EWHC 410 (Ch) (“Young Turks”)
and Capitol Records & Ors v British Téelecommunications pic & Others [2021]
EWHC 409 (Ch) (“Capitol Records”), the UK High Court found that the
operators and users of a major stream ripping website and various main
cyberlocker (i.e. file hosting/sharing websites) websites (the “Sites”) have
infringed the copyright of musical records owned by the claimant record
companies. These two cases are the first cases where the UK court has granted
orders requiring internet access providers (“ISPs”) to block access to the
stream ripping and cyberlocker websites pursuant to section 97A of the
Copyright, Designs and Patents Act 1988.

Background

The facts of both cases are similar. The claimants are record companies suing
for themselves and in a representative capacity on behalf of other record
company members of BPI (British Recorded Music Industry) Limited and
Phonographic Performance Limited.

Young Turks concerns stream ripping, which means the conversion of
streamed audio contents such as those on YouTube into permanent audio
downloads which can be stored for future consumption and/or shared with
others.

On the other hand, Capitol Records concerned cyberlockers, which are file-
sharing sites making unlicensed commercial content such as music files
available by allowing users to upload and download unlicensed content to and
from its servers.

Both cases have the same defendant ISPs and are dealt with by Mr Justice
Miles. Since the legal principles and decisions are largely the same, the
analyses of both cases are summarized as follows.

The claimants’ case

The claimants either own or are the exclusive licensee of the UK copyright
in their musical recordings and none of them had granted any license to the
Sites for use of the same. The claimants contend that the Sites have infringed
their copyright:




1. by the operators of the Sites — in providing means for conversion to
enable users to permanently download content from streaming services,
communicating works to the public and/or in authorizing or acting as
joint tortfeasors with the users of the Sites.

2. by downloading users — in making copies of works, and uploading users
— in communicating works to the public.

Infringement of copyright
Infringement by the operators

The Court held that the operators have infringed the copyrights of the
claimants because there is communication to the public:

1.  The operators of the Sites have intervened, in full knowledge of the
consequences of their action, to give their customers access to a
protected work, particularly where, in the absence of that intervention,
those customers would not be able to enjoy the broadcast work, or would
be able to do so only with difficulty. Such intervention is found to be
active as the Sites are set up and exist to enable users to access and
download content in an easy and convenient way and the Sites encourage
such downloading. The fact that the Sites involve profit-making through
advertising and subscriptions are also relevant.

2. The works have been made accessible to a sufficiently large number of
people because the copyrighted works were made available to the entire
internet public. The works are also made accessible to a “new public”
(i.e. a public which was not considered by the authors concerned when
they authorized the original communication) and by different technical
means because the Sites have made the recordings freely available for
downloading without any license from the claimants to all users of the
Sites.

3. Having considered factors including the appearance of the webpages,
language(s), currency(ies), and the nature and size of the service
provider’s business, the Court found that the Sites are objectively
targeted at the UK public because (i) the Sites are in English; (ii) there
are a large numbers of UK visitors; and (iii) payment is allowed to be
made in GBP.




Further, the Court found that the claimants had not authorized the operators
of the Sites to infringe their copyright. Mr Justice Miles considered the
following factors and made the following findings:

Nature of the relationship: the Sites provides a user-friendly
environment for users to upload and download content easily;

Means used to infringe: the facilities of the Sites provide a means for
copyright infringement, and in particular, conversion technology
provided by stream ripping websites enables user to circumvent the
copyright-protecting safeguards built into the streaming services;

Inevitability of infringement: infringement is the inevitable
consequence of the service provided by the Sites;

Degree of control: the operators have set up and administered the Sites;

Commercial purpose: the Sites has been set up and operated to generate
revenue; and

Steps taken by the Sites to prevent infringement: the Sites have not taken
genuine steps to prevent infringement. The operators have not adopted
an effective takedown policy to prevent infringement.

In addition, the Court held that the operators of the Sites have induced,
incited or procured users of the Sites to commit infringement of copyright,
and that they and the users act pursuant to a common design to infringe.
Accordingly, the operators are jointly liable for the infringements committed
by users.

Infringement by the users

1.

Downloading users: The Court held that users infringed the copyright
by clicking on a link or a button in the downloader application in order
to obtain a copy of copyright works without license and downloads the
content, thereby copying the contents contained in those files onto
his/her computer.

Uploading users: Infringement by uploading users appears in the Capitol
Records case only, where users are allowed to upload files onto the Sites.
The Court found that such users have infringed the copyright of the
claimants because they have knowingly and intentionally intervened to
give access to the uploaded works to the public. Uploading users are also




offered financial incentives for encouraging other users to download the
content they have uploaded.

Relevance to Hong Kong

Stream ripping websites and cyberlockers are becoming popular in the file-
sharing market. They are easy to use and users can enjoy copyrighted works
at low costs or even for free. However, such “digital piracy” should not be
tolerated.

There is yet a case on stream ripping websites and cyberlockers in Hong Kong.
Although Young Turks and Capitol Records are not binding on Hong Kong
courts, they may provide useful guidance and persuasive support for
copyright owners to apply for remedies against similar infringing websites in
Hong Kong, because similar statutory bases as relied on by the claimants in
both cases can be found in the Copyright Ordinance (Cap.528) (the
“Ordinance™).

First, the operators of stream ripping websites and cyberlockers are likely to
have infringed copyright of works under section 31(1)(d) of the Ordinance,
which stipulates that the copyright in a work is infringed by a person who,
without the license of the copyright owner distributes (otherwise than for the
purpose of or in the course of any trade or business) to such an extent as to
affect prejudicially the owner of the copyright, a copy of a work which is, and
which he knows or has reason to believe to be, an infringing copy of the work.
Such person commits an offence under section 118(1)(g) of the Ordinance
and is liable for a maximum penalty of imprisonment for four years and a fine
of $50,000 for each infringing copy pursuant to section 119(1) of the
Ordinance.

In addition, the operators are likely to have infringed copyright in a similar
manner as in Young Turks and Capitol Records by (i) authorizing others to
infringe copyright without the license of the copyright owner under sections
22(2) of the Ordinance; (ii) issuing infringed copies to the public under
section 26 of the Ordinance; and (iii) providing services to circumvent
effective technological measures under section 273C(1)(g) of the Ordinance.

On the other hand, users of stream ripping and cyberlocker websites are likely
to have infringed copyright by downloading and thereby copying the works
pursuant to section 23 of the Ordinance.




Therefore, website operators should note that they may nevertheless infringe
copyright even though they are simply providing the platform to users as a
means for file-sharing. More importantly, the general public should bear in
mind that a simple one-click download of works protected by copyright may
constitute copyright infringement, and therefore should pay high degree of
attention before taking any such action.




7.9 Wil your tattoo infringe copyright work?

When people tattoo, they often make reference to another piece of artwork.
If the referenced work is copyright protected, will the tattooist be liable to
copyright infringement? In Sedl/ik v Von Drachenberg et al, 2:21-cv-01102-
DSF-MRW (C.D. Cal. May 31, 2022), a famous tattooist, Kat Von D, is sued
by a reputable photographer for tattooing his photograph on her
acquaintance and publishing it on social media. If the same happens in Hong
Kong, will the legal position be any different?

Sedlik v Von Drachenberg et al
Facts

Jeff Sedlik is a renowned professional photographer. He created an iconic
photographic portrait in 1989 depicting Miles Davis, a famous jazz musician,
and registered his copyright with the United States Copyright Office
(“Copyrighted Photograph™).

In 2017, Kat Von D inked a tattoo (“Tattoo”) of Miles Davis on Blake Farmer,
a lighting technician with whom she worked on a film project. Farmer admires
Miles Davis. He did a Google search and found a photograph of Miles Davis
without a copyright symbol and sent it to Kat Von D’s assistance. It turns out
that the photograph was the Copyrighted Photograph. Sedlik’s permission
had not been obtained prior to inking the Tattoo.

Kat Von D has been inking tattoos for customers pro bono since 2012 and did
not receive any payment from Farmer for inking the Tattoo. On 18 March
2017, Kat Von D and her company posted photos showing Kat Von D creating
the Tattoo with a printout of the Copyrighted Photograph in the background
as a reference to their social media account. They further uploaded another
photo of the completed Tattoo on 26 April 2018.

Sedlik commenced legal proceedings against Kat Von D and her companies
for copyright infringement of the Copyrighted Photograph.
Decision

The US Court rejected parties’ cross motions for summary judgment and left
the matters to the jury.




On the issue of whether there had been copyright infringement, the US Court
considered that whilst Miles Davis’s pose itself is not separately protectable,
the selection and arrangement of the elements of the Copyrighted
Photograph, including the lighting and camera angle, are protectable. The US
Court further found that the Copyrighted Photograph should be entitled to
broad protection because there were a great number of choices involved in
creating the Copyrighted Photograph, such as Miles Davis’s specific pose,
facial expression and lighting and shadows, camera angle and background for
the image.

In respect of the defence of fair use, the US Court rejected the argument that
tattoos inherently create a new expression, meaning or message as a result of
being permanently imprinted on a human body with personal meaning. The
US Court however accepted the argument that by inking the Tattoo in the
freehand method and adding her own interpretation to the Tattoo, Kat Von
D and her co-defendants have met their burden of showing that the Tattoo
has a purpose or meaning distinct from that of the Copyrighted Photograph
by changing its appearance to create movement and a more melancholy
aesthetic.

Comparison with copyright laws in Hong Kong
Registration not required

Unlike the United States, there is no registration system for copyright in
Hong Kong. Copyright subsistence is automatic upon the creation of the work.
It is not necessary to register copyright in order to enjoy protection under
Hong Kong laws.

Protected works

Section 2(1) of the Copyright Ordinance (Cap. 528) provides that copyright
subsists in original literary, dramatic, musical or artistic works. Under section
5 of the Copyright Ordinance, artistic work include a photograph, defined as
a recording of light or other radiation on any medium on which an image is
produced or from which an image may by any means be produced, and which
is not part of a film. As such, copyright can subsist in an original photograph.




Copyright Infringement

Under section 22(1) of the Copyright Ordinance, the owner of the copyright
in a work has the exclusive right to copy the work. Copying of a work means
reproducing the work in any material form. If a copyrighted work is tattooed
on a customer’s body, it is reproduced on the body and constitutes copying of
a work. Therefore, tattooing a copyrighted work without obtaining the licence
or authorization of the copyright owner may constitute copyright
infringement.

To establish primary copyright infringement, it must be shown the
defendant’s work is copied from the copyright work. A defence can be raised
if the defendant had independently come up with the work, or unconsciously
or sub-consciously copied the copyrighted work.

Exceptions to Infringement

Unlike the United States, the Copyright Ordinance in Hong Kong provides
for “fair dealing” defence instead of an open ended “fair use” defence. To
qualify for the fair dealing exception, the copying cannot conflict with a
normal exploitation of the work by the copyright owner or cause
unreasonable prejudice to the legitimate interests of the copyright owner.

There are five forms of fair dealing exceptions, being fair dealing for purposes
of (1) research or private study, (2) criticism and review, (3) reporting of news
and current events, (4) giving or receiving instructions and (5) public
administration. It is unlikely for tattooing to fall within the scope of these five
categories of exception.

Conclusion

Oftentimes a tattooist is provided with reference photos from customers. He
may not be aware of the origin of the photo or whether it is a copyrighted
work. Whilst there has not been any decided case on this issue in Hong Kong,
it is clear that copyright can subsist in photographs without any registration.
There is a risk for tattooists to be liable for copyright infringement in view of
the limited scope of the fair dealing exception. It will be prudent for tattooists
to verify the origin of the reference works given by customers before
imprinting the same on the customer’s body.




7.10 Are your newly designed sports games protectable under Hong
Kong laws?

The sports industry has been one of the fastest growing industries globally
and new sports formats have been emerging and gaining popularity. In
England, “The Hundred” is a game evolved from the traditional cricket in
order to fit for a shorter version of it. “The Shoot-Out Tournament”, a
professional ranking snooker tournament, also shortens the traditional
snooker game to 10 minutes per frame and introduced new rules to the game.
Initiated in Australia, “Fast4 Tennis” varied the rules in traditional tennis to
create a new form of the game. These new sports formats are actually works
of innovation and creativity which may involve substantial investment and
will bring about business opportunities, thus some important issues then arise
— in particular, are newly designed sports protectable under the current
framework of intellectual property law in Hong Kong?

What are the available options?

There are many forms of intellectual property rights, the most common ones
being patents, trade marks and copyrights.

Patents protect inventions, that is products, substances, or processes which
are new and inventive. To be eligible for the grant of a patent, there are four
basic requirements under s.9A of the Patents Ordinance (Cap. 514),
including the requirement that the innovation must not fall within one of the
excluded categories in s.9A(2) of the Patents Ordinance. Pursuant to s.9A(2),
“a scheme, rule or method for performing a mental act, playing a game or
doing business, or a program for a computer” is not to be regarded as an
invention for the purposes of a patentable invention. As a newly designed
sports game is in essence a set of rules originated from the ideas of the game
creator, it will likely fall within one of the excluded categories in the Patents
Ordinance and thus would not be a patentable invention.

A trade mark is a sign that distinguishes the product or service and trade
marks are governed by the Trade Marks Ordinance (Cap. 559) in Hong Kong.
A trade mark can typically be words, characters, designs or some form of
indications and it must be capable of being represented graphically in order
for it to be registered as a trade mark. As such, a sports game in itself cannot
be a trade mark and falls out of the ambit of trade mark protection as well.




The most relevant form of intellectual property rights which may be able to
protect new sports games is likely copyright. Copyright is an automatic right
arising from creation of a work which is given to the owner of an original
work. It requires no prior registration in order to be protected under the laws
of Hong Kong. However, generally, copyright only subsists in a work if the
work (1) is original, (ii) is recorded, in writing or otherwise, (iii) falls within
particular descriptions of work and (iv) is created by an author who satisfies
the qualification requirements, or is published in Hong Kong or elsewhere,
or in the case of a broadcast or cable programme, is made or sent from Hong
Kong or elsewhere. According to the Copyrights Ordinance (Cap. 528),
copyright subsists in the descriptions of work including (1) original literary,
dramatic, musical or artistic works; (2) sound recordings, films, broadcasts or
cable programmes; and (3) the typographical arrangement of published
editions. On a plain reading of the provisions, it seems that a format of a
sports game, primarily consisting of the set of rules employed in the game,
can hardly fall within the ambit of “work” as required under the Copyright
Ordinance.

However, the situation might be different if the sports concerned can be
distinguishable from purposive sports and aesthetic sports. The former
includes sports that have little aesthetic considerations and emphasize direct
competition, such as football or tennis. In contrast, the latter are the ones that
involve aesthetic and artistic components such as acrobatic gymnastics and
figure skating. It is suggested by some commentators that an analogy can be
drawn between an aesthetic sporting event and a “dramatic work” and it
seems that aesthetic sports can be protected as dramatic works as defined
under the relevant statutes in certain common law jurisdiction such as the UK
and India. In the English case of Norowzian v Arks Ltd (No. 2) [1999] All
ER (D) 1214 which concerns copyright of a film, the Court stated that a work
of action that can be performed before an audience can fall within “dramatic
work” as defined under s.1(i) of the Copyright, Designs and Patents Act 1988
and is therefore eligible for copyright protection. In light of this decision, it
is commented that aesthetic sports can be seen as a work of action which is
capable of being performed before an audience and is thus a “dramatic work”.
In contrast, in Canada’s Copyright Act, dramatic work is defined as “any
piece of recitation, choreographic work or mime, the scenic arrangement or
acting form” and it is ruled in the Canadian case of FWS Joint Sports
Claimants v Canada (Copyright Bd.) [1992] 1 E.C. 487, 501 (C.A). that a
football play is inconsistent with the concept of choreography since it is
mostly a random series of events. While the organisers of sports events may




stop any unauthorised broadcasting, filming or recording of the events on the
basis of copyright, the formats of the purposive sports games themselves will
unlikely be entitled to copyright protection.

What can be done?

It seems that a form of sports cannot be directly recognised as an intellectual
property right protectable under the current Hong Kong laws regarding
intellectual properties. Nonetheless, new sports games creators may try to
protect the derivatives of their creations. For instance, sports games creators
may try to register the names, logos, or even slogans of the games they
invented as trade marks, which may in turn enable the creators to build brands
and to distinguish themselves from other competitors in the sports market.
Sports broadcasts are also protectable pursuant to the Copyrights Ordinance.
Merchandises that were designed pursuant to the games can enjoy copyright
protection or may become a registered design, while certain sporting
equipment and the relevant technologies may be registrable as patents. For
example, the English case, Football Dataco Ltd v Brottens Pools Ltd [2010]
RPC 17, illustrates how intellectual property rights can be utilised to protect
interests in relation to sports games. In the case, the English court ruled that
the claimants’ football fixture lists of football leagues are protected by
“database” copyright under English law as the selection and arrangement of
the contents constitutes the creator’s own intellectual creation.

Conclusion

Although the current intellectual property laws in Hong Kong do not seem to
be readily applicable for the protection of sports games in itself, creators are
still advisable to make the most out of the existing law and protect their
creations and interests as far as possible.




7.11 Is copyright of construction drawings for public fill sorting facilities
protected under the Copyright Ordinance?

In Sky King Machinery Engineering Limited v China Harbor Engineering
Company Limited [2023] HKCFI 1516, the Hong Kong Court of First
Instance held that the copyright of construction drawings for public fill
sorting facilities are protected under the Copyright Ordinance (Cap. 528).

Background

This is a claim for copyright infringement with respect to a series of
construction drawings for public fill sorting facilities (“PFSF”). Public fill is
inert construction and demolition materials which are used for reclamation.
Contractors would set up PFSF at public fill banks to sort public fill, which
would then be transported to the land reclamation site for use.

The Plaintiff is a company which carries on the business of construction and
engineering contracting. In 2003, it was the sub-sub-contractor responsible
for a PFSF portion of the Government works project known as “Penny’s Bay
Reclamation Stage 27, for the reclamation for the expansion of Hong Kong
Disneyland (“PB Project™).

In the course of the Plaintiff’s PFSF work under the PB Project, construction
drawings for PFSF (“SF 2003 Plans”) were created based on the drawings
and ideas of the Plaintiff’s employee, Mr Wong Tung Ping (“TP Wong”), and
the PFSF installation was built based on the SF 2003 Plans. In some instances,
modifications to the SF 2003 Plans were directed by TP Wong to reflect the
situation on the ground (“P’s Installation”). The Plaintiff claimed that
copyright subsists in both the SF 2003 Plans and P’s Installation and belongs
to the Plaintiff.

The Plaintiff claimed that the Defendant copied the SF 2003 Plans and P’s
Installation while generating construction drawings for the PFSF used for
another Government project in 2012. Accordingly, the Plaintiff commenced
proceedings against the Defendant.

The issues
Two of the main issues in dispute in this case are:

1. Did the SF 2003 Plans satisfy the threshold of originality for copyright
to subsist; and




2. Did P’s Installation constitute artistic works under section 5 of the
Copyright Ordinance (Cap. 528) (the “Ordinance”).

CFI’s Decision
Issue 1

The Defendant contended that the SF 2003 Plans were based on earlier
drawings which were not originally generated by the Plaintiff, as PFSFs have
been designed in this manner by participants in the construction industry for
many years, and the design was dictated by the site constraints. Hence. the
Defendant claimed there is no copyright subsisting in the SF 2003 Plans as
they are not original works of the Plaintiff.

The court concluded that the test of originality is firstly, whether the work
originate from the author, in the sense that it must not be slavishly copied
from another work; and secondly, whether there is expenditure of more than
negligible or trivial effort or relevant skill in the creation of the work. There
is no requirement of novelty, usefulness, inventiveness, aesthetic merit,
quality or value. In other words, the threshold is a low one.

Where a work makes use of materials obtained by the author from pre-
existing sources, the court held that the true test is whether the same plan,
arrangement and combination of materials have been used before for the same
purpose or for any other purpose. If they have not, then the author is entitled
to copyright. Even if the author borrowed much of his materials from others,
a drawing may still qualify for copyright protection if there is originality in
the way the materials have been arranged or collocated.

Upon examining the evidence, the court held that the SF 2003 Plans satisfied
the threshold of originality for copyright to subsist.

Issue 2

The Defendant did not dispute that the SF 2003 Plans falls under the
definition of “graphic work” under section 5 of the Ordinance, which
includes drawing, diagram, map, chart or plan, and thus attracts copyright
protection under the Ordinance. However, the Defendant contended that P’s
Installation does not fall under the definition of “a work of architecture being
a building or a model for a building”, as it was a temporary structure as
defined in the main contract for the PB Project, and that “work of
architecture” requires artistic quality, which P’s Installation did not possess.




Under section 5 of the Ordinance, “a work of architecture being a building
or a model for a building” attracts copyright protection. “Building” is further
defined as “includes any fixed structure, and a part of a building or fixed
structure”. The Court held that a building or structure must be of such
character as is usually erected upon, or constructed under, the ground and
that in each case it involves something of substance, with an element of
permanence.

The court held that since P’s Installation was constructed and remained on
TKO137 between 2003 and 2007 (until it was dismantled), it had the
necessary degree of substance and permanence required under the definition
set out in section 5 and so it falls under the scope of section 5. How P’s
Installation was defined in the main contract of the PB Project is irrelevant.

Further, upon examining the legislative history of the equivalent act of the
Copyright Ordinance in England, the Court held that there is no requirement
for “art” or “artistic character” for “work of architecture” under section 5.

Hence, the court held that P’s Installation was a “work of architecture” and
thus protected under section 5 of the Ordinance.

Conclusion

This case serves as a reminder that construction drawings are protected under
the Ordinance, although they may not consist of artistic quality. Construction
companies shall be mindful that although construction drawings might have
been designed by participants in the industry in a certain manner for many
years, they may still be protected by the Ordinance. Construction companies
shall consider carefully before using drawings or plans generated by others.




7.12 Are truck body designs protected by copyright?

In Man Power Motors Co Ltd v Tai Ping Motor Trading Co Ltd and Another
[2025] HKCFI 1593, the Hong Kong Court of First Instance held that the
Plaintiff’s copyright over component parts of truck body was infringed when
a substantial similar design truck body was sold in the market.

Background

This is a claim for copyright infringement with respect to the design of the
component parts of aluminium trunk body, which involved concept drawings,
mould drawings and production drawings.

The Plaintiff is a company which carries on business in developing, designing,
manufacturing and supplying high-quality aluminium truck bodies. The
Plaintiff is and was at all material times, the owner of copyright subsisting in
the original artistic works relating to the design of component parts of the
aluminium truck body (the “Copyright Works”).

The Copyright Works comprised of:

1.  Design Drawings created on commission basis under the instructions of
Mr Tse (“Tse”), owner of the Plaintiff;

2. Mould Drawings drawn by £ (“Lau”) in the course of employment with
the Plaintiff’s related company, Smart Vehicle; and

3.  Production Drawings drawn by other individuals in the course of their
employment with the Plaintiff’s vendor, which was commissioned by
Smart Vehicle to produce such aluminium parts.

The Plaintiff’s case was that all copyright in and to the Copyright Works were
duly vested in and belonged to the Plaintiff. The Copyright Works were
published and introduced into the market from 2018 to 2023 and achieved
great commercial success, through the sales of aluminium truck bodies
manufactured in accordance with the Copyright Works.

The Plaintiff claimed that the Defendants had sold truck bodies in Hong
Kong which incorporated component parts that are reproductions of the
substantial parts of the Copyright Works. Accordingly, the Plaintiff
commenced proceedings against Defendants for copyright infringement.




The issues

The Plaintiff’s rights and ownership over the Design Drawings and
Production Drawings were not disputed by any party in the proceedings. The
only dispute concerned the Mould Drawings, and two of the main issues
in dispute in this case are:

1. Did Lau create the Mould Drawings in the course of employment, or
whether he created the same independently and therefore owned all
related intellectual property rights over such Mould Design Drawings,
including patent; and

2. Whether Lau’s alleged assignment of the Mould Drawings to ERZ##5

BEHEEFRAT (“Yao Xie”) was valid, whether the Mould Drawings
registered as a short-term patent by Yao Xie was valid, and whether the
infringing truck bodies manufactured in accordance with the short-term
patent infringed the Plaintiff’s Copyright Works?

Issue 1

In support of the Plaintiff, the court held that the Plaintiff had adduced
unchallenged evidence that Lau had created the said works in the course of
his employment with Smart Vehicle. As Mr. Tse and Smart Vehicle had
respectively executed copyright assignments assigning all rights over the
Design Drawings, Mould Drawings and Production Drawings to the Plaintiff,
the Plaintiff is and was the owner of such copyright.

Issue 2

The court supported that since Lau fundamentally had no right to the alleged
invention, the assignment of intellectual property rights related to the Mould
Design Drawings between Lau and Yao Xie was ineffective. In any event, at
the time of trial, the short-term patent had already been revoked.

After detailed comparison of the Plaintiff’s component parts and the
Defendant’s component parts, the court was satisfied that there are
substantial similarities between the two, and that there is a clear case of
copying on the part of the Defendants when they produced the component
parts.




Therefore, the court held that the Plaintiff has an overwhelming case on
ownership of the relevant copyright drawings, and has proved its case against
the Defendants for the claim of copyright infringement.

Takeaways

This case serves as a reminder that even if a patent is successfully registered,
it may still be revoked by the court if it is later determined that the registrant
had no legitimate rights to the underlying invention and/or the said patent
lacks of novelty per se.

Therefore, when acquiring intellectual property rights from third parties, it is
necessary to first conduct thorough due diligence to confirm whether the
assignor holds lawful ownership or authorization to transfer such rights.
Failure to do so could result in the revocation of the patent and exposure to
legal liability.

Companies should also exercise caution when purchasing goods with highly
distinctive designs, drawings and inventions. Proper and thorough due
diligence should be conducted to confirm the ownership and legal status of such
design elements, to reduce the risk of becoming tortfeasors and facing potential
legal action from rights holders or competitors.




Chapter 8: IP rights and emerging technology




8.1 |P protection in the wake of MedTech innovations

Remote diagnostic tools

The outbreak of COVID-19 saw new uses for remote diagnostic tools. In the
United States, the first case of COVID-19 saw the use of robot doctors in
order to safely provide treatment to those who are infected without causing
more risks to the care providers. The outbreak of COVID-19 has also spurred
Chinese innovators to create their own version of remote diagnostic treatment
technology with mini health diagnostic programme to help user to self-assess
their COVID-19 exposure risks.

Innovators of remote medical services should be mindful of potential patient
data privacy and confidentiality issues especially considering that the
transmission of patient’s data is at the core of their services. In Hong Kong,
aside from the commonly known Personal Data (Privacy) Ordinance, the safe
storing and transmission of patient’s data is further regulated by the and
Electronic Health Record Sharing System Ordinance, meaning those who
trade using health data is under more scrutiny than traditional businesses.

Legal issues arising from MedTech innovations

Since the outbreak of COVID-19, medical companies globally have raced to
create everything ranging from treatment plans, drugs to cure symptoms to
vaccines to immunize the uninfected populace.

Innovator should understand that in order to truly enjoy the fruits of their
innovation, (i) they will need to ensure that their products are legally
compliant and (ii) their intellectual property rights will need to be properly
protected.

The situation surrounding COVID-19 has already led to the spark of the
greatest patent race of 2020 with various Chinese entities attempting to
patent and manufacture treatment. For example, not long after the outbreak
of COVID-19, the Wuhan Institute of Virology applied for a patent in China
which covers the combination of remdesivir with anti-malarial drug as a
treatment plan for COVID-19. This application soon drew the attention from
Gilead Science Inc. (an American company) as they were the holder of the
patent for the treatment plan that use remdesivir against SARS and MERS.
The situation soon came to ahead when BrightGene (a Suzhou based company)
began mass producing active ingredients for remdesivir without applying for
a licences from Gilead Science Inc. It is advisable for market players to seek




legal advice as to how to safeguard their IP rights and/or licence out their
existing IP rights so that their innovation can achieve maximized utility in
today’s environment.

Conclusion

In the age of COVID-19 driven innovations, it is crucial that MedTech and
healthcare companies are properly advised on their new products as they
come onto the markets. Often times, general demands meant that such new
products will need to be used nearly as soon as they become available.
Nonetheless, special attention should always be paid towards the following
issues:

1.  Will such medical services/products handle patient data?

2. Are such patient data protected with duly secured transmission?

3. Are all relevant patient data protection and privacy issues dealt with at
the start?

4. Are the products original works, and if so, are they patent or copyright
protected?

5. For non-original work, have the operators of such add-on innovations
secured the relevant licences?

6. On the contrary, if you are the owner of the intellectual property that is
being used as a foundation for new innovations by another party, has
such party secured the necessary licencing rights from you?




8.2 Are Al produced works protectable under copyright laws?

In recent years, artificial intelligence (“AI”) or robots have been creating
contents on their own. The famous Edmond de Belamy, which was sold for
an unexpectedly high price of US$432,500 at auction, was an artwork created
using Al. Shimon, the singer-songwriter robot empowered by Al which sings
and writes its own lyrics and composes its own melodies, is about to go on
tour to promote its first album.

With an increasing amount of funds being invested in such technologies and
the potential commercial benefits behind, crucial issues arise and have to be
dealt with — can Al-generated contents be considered as copyrighted works?
And if so — who should be the owner of the copyright?

Can Al-generated contents be considered as copyrighted works?

In Hong Kong, copyright can subsist in literary works, musical works,
dramatic works, artistic works, etc. As Hong Kong upholds the “Sweat of the
Brow” principle in determining originality of works, originality is not
concerned with whether the work is inventive, novel or unique, but whether
the work is originated from the author and is not copied from elsewhere. The
author must have exercised the requisite “labour, skill or effort” in producing
the work.

This can be contrasted with the copyright law in other jurisdictions such as
the European Union which requires the work to be the author’s own
intellectual creation rather than merely a work of “labour, skill or effort”. In
the United States, the requirement is that the work should be considered
original plus at least some minimal degree of creativity. The PRC similarly
requires originality for a creation to be considered as a “work” according to
Article 2 of the Regulations for the Implementation of the Copyright Law.

Originality of Al-generated works

No doubt, the computer program designed for the Al robot by the author is
protectable under the copyright law. However, how about Al-generated works?
The answer lies on the issue as to whether the works are “original”.

When considering this element, one must not separate the work into dissected
parts and consider whether or not there is copyright in each of the parts
(Ladbroke (Football) Ltd v William Hill (Football) Ltd [1964] 1 WLR 273
(HL)). The work must be assessed as a whole. It was held in the Hong Kong




case of 7ai Shing Diary Ltd v Maersk Hong Kong Ltd [2007] 2 HKC 23 that
“an author might draw on existing material, so long as more than negligible
or trivial effort or relevant skill and judgment had been expended in the
creation of the work. The standard required was a low one, but the effort
must not be so trivial as to be characterised as a purely mechanical exercise.
The skill and effort protected was not only that expended on its manner of
presentation, but of collecting, selecting, arranging and presenting the
available information in an intelligible manner”.

In general, Al generates works under prescribed programs and through the
application of machine learning algorithms provided by programmers or
designers. For example, Shimon the robot was provided with datasets of
50,000 lyrics from jazz, prog rock, and hip-hop, and was “trained” to imitate
the workings of the human brain in processing data and creating patterns for
use to create melodies and lyrics, i.e. using deep learning. While it is arguable
that the process of generating Al-generated contents is “purely mechanical”,
one cannot deny that “skill and judgment” are the two main elements forming
part of the creation of Al-generated works. It therefore remains arguable as
to whether Al-generated works satisfy the basic requirement of “originality”.
In fact, as the application of AI continues to develop and is expected to
become more advanced and complicated in the near future, it is inevitable
that the issue of “originality” will be open to more debate.

Who should be the owner?

If Al-generated contents are to be considered as copyrighted works, a logical
question arises as to who the copyright owner should be. Section 178 of the
Copyright Ordinance (Cap. 528) provides that a work qualifies for copyright
protection if the author is a natural or legal person. Similarly in the PRC and
many other jurisdictions, only natural and/or legal persons can enjoy
copyrights.

It necessarily follows that under the existing framework of these jurisdictions,
the robots, programs or computers that generate such contents cannot be the
copyright owner. Even though Hong Kong upholds the “Sweat of the Brow”
principle in determining originality of works such that robots, programs or
computers may on the face of it be qualified as the copyright owner, they fail
to fulfil the requirement under section 178 of the Copyright Ordinance as
they are not natural or legal persons. Furthermore, affording copyright
protection to robots, programs or computers may not achieve one of the
ultimate objectives of copyright law as robots cannot be incentivised to create.




As robots are not legal persons, practical considerations arise as they cannot
sue or be sued. It is difficult to recognise Al as a legal person given its current
stage of development.

To fill the vacuum of authorship so as to avoid the Al-generated contents
being left in the public domain, alternative owner(s) must be identified. An
option would be the programmer or the designer of the robot. Providing
copyright protection over Al-generated works could understandably
incentivise programmers to write the underlying algorithms. However, as Al
evolves over time, it is probable that the original programmer would not be
able to foresee its subsequent development and the works it generates.

Another plausible option would be the user of the robot which creates the
contents, as the user would be the one providing inputs to the AIL. A similar
problem in connection with this option is that it is difficult for the user to
contemplate the end product using AI. What is more, Al programs can be
used by anyone and generate the same contents using the same keywords or
inputs. One has to consider what exactly copyright law seeks to protect —
works created by human intelligence, or the intellectual activity of choosing
keywords or inputs.

Notably, some jurisdictions such as the United Kingdom and New Zealand
have already taken the lead to make changes to their copyright legislation,
recognising authorship in Al-generated contents as belonging to the person
“by whom the arrangements necessary for the creation of the work are
undertaken”. It means that the person creating the program will bear the
fruits by holding copyright to any works which the program may produce.
This change is welcomed, as businesses are provided with greater certainty
that their investments in Al programs will be protected.

The way forward

The above merely illustrated two of the many issues arising out of Al-
generated works. It is clear that the existing legal framework in Hong Kong
offers limited, if any, protection to such Al-generated works. Although it is
imperative that changes have to be made to the copyright law to accommodate
the development of Al and currently there is no official registry in Hong Kong
for registration of copyright works, authors of the relevant works could
endeavour to maximize the scope of protection for their works by means of
a clear declaration that the work is protected under copyright law, keeping a




record of supporting evidence of the evolution of ideas, marking footprints
or watermarking and/or using a “©” symbol, etc. as much as possible.




8.3 How could your FinTech be protected by intellectual property laws
in Hong Kong?

The FinTech industry is a highly competitive one driven by innovative ideas
and it is essential to devise a comprehensive strategy to protect the products
of your innovation and hard work from an early stage. If your FinTech
product or service is rooted in ideas and innovation, have you ever think of —
How and what extent could your FinTech be protected by intellectual
property (“IP”) rights? If your business activities involve FinTech, you may
need to consider whether and how your interests can be protected in the realm
of IP law.

Patent protection

First of all, you may consider applying for patents for your FinTech product
or service, as long as it meets the requirements set by applicable laws. One of
the advantages of patenting is that it is a way to prevent others from copying
or duplicating your patented technology’s functions despite they may have
developed the source code independently. Further, your patented FinTech
can be licensed for extending your business/business network and generating
more profits.

It is possible to patent computer programs where it can be shown that the
underlying invention “is new, involves an inventive step, and is susceptible of
industrial application” as required by section 9A(1) under the Patents
Ordinance (Cap. 514). In other words, any computer-implemented inventions
are patentable provided a further technical effect or contribution has been
made, such as an improvement in the working of the computer.

In this connection, it is advisable to engage IP lawyers to prepare a well-
drafted patent application. Registration formalities must be followed to
obtain protection. Once the application is granted, the patented FinTech will
be eligible to enjoy a maximum period of 20-year protection from the date of
filing of the application.

Copyright protection

Apart from the patent regime, your FinTech software may also be protected
under the copyright regime. Under section 4(1) of the Copyright Ordinance
(Cap. 528), a computer program and preparatory design material for a
computer program are recognized forms of literary work subject to copyright
protection. In fact, since “computer program” and “software” have been




interchangeably used, software has generally been regarded as a form of
literary work under copyright protection, which begins automatically as soon
as the software is created, without registration or other formalities being
required.

Under copyright law, you can prohibit others from using, reproducing or
distributing your FinTech software. However, unlike patent, while copyright
protection extends to software code and certain works within software
applications, such as original text and original visual design elements, the idea
underlying the software or the function of the software are not eligible for
copyright protection. As such, copyright prohibits others from copying or
distributing the source code, whereas it does not grant protection against
others independently developing their own software code to create a FinTech
software delivering the same functionality like yours.

Trade mark protection

For FinTech companies, branding of your FinTech products and/or services
is also an important way to connect with customers and differentiate the
product or service, particularly, you will no doubt wish to draw your
customers’ attention on your FinTech product and/or services in the market.
To distinguish your FinTech with other competitors and build up your own
image, a sufficiently distinctive trade mark for your FinTech product or
service would be required. Thus, branding of FinTech products and services
such as the logos, company names and the brand names of your product or
service should be considered.

Before making an application for a trade mark registration, it is good practice
to conduct common law searches so as to ensure that the trade mark you are
seeking to register is available in the market.

Trade secrets protection

If there is certain confidential information that you are seeking to protect,
which is not typically fitted for protection under the patent nor copyright
regimes, it is still possible to utilise the protection of trade secrets under the
common law of confidence. In the context of FinTech, a trade secret could
be a piece of important code, specifications, calculation or formula, a set of
client data or its analytics, a business and pricing plan or even a launch date
for a product or service, provided that it has commercial value and meets the
required characteristics of trade secrets under Hong Kong law.




FinTech companies have to be vigilant in the treatment of the information,
such as segregating confidential information from non-confidential
information and restricting access to the former. Also, FinTech companies are
encouraged to adopt practical ways to protect their trade secrets, such as the
use of confidentiality clauses and non-disclosure agreements with business
partners, investors and employees.

Conclusion

In the highly competitive business landscape of FinTech, it is vital to develop
an effective and cogent IP strategy since the early stage of the development
of any product or service. To protect the product of innovation in a
comprehensive manner, all mechanisms available under Hong Kong IP laws,
such as patent, copyright, trade mark, and trade secrets, should be explored
and implemented.




8.4 Copyright issues of NFTs

On 11 March 2021, Everydays: the First 5000 Days, a non-fungible token
(“NFT?”) made with a combination of 5000 digital images created by a digital
artist known as Beeple was sold for US$69.3 million in an auction house. As
with everything related to blockchain technology and cryptocurrency, NFTs
have gained huge popularity in recent years, especially among art collectors,
graphic artists and musicians.

What are NFTs?

NFTs are digital assets that can be traded on blockchain. While
cryptocurrencies are minted to be fungible, like fiat currencies, each NFT is
minted with a distinct, unique identifier. Therefore, while two pieces of
digital art in the form of NFT may look the same, they are distinguishable by
their identifier which is non-fungible.

Some benefits of NFTs include providing ease in the verification process on
authenticity and trading. As ownership of an NFT is passed on, each record
is documented on the ledger which cannot be altered. Therefore, there is
transparency as to the whole history of ownership of an NFT and subsequent
buyers can easily verify whether an NFT is authentic or not. Unlike
previously where replica copies of digital arts are identical, now an owner of
an NFT is able to point to a specific copy of the digital art that he owns since
each and every NFT is distinct and unique. Moreover, NFTs can be stored in
digital wallets and traded through online auction sites or sites which facilitate
the exchange of digital assets. As the use of NFTs becomes more accessible
and popular among art enthusiasts, digital arts rise in value. The use of NFTs
exclusivity on digital arts which in turn may secure growth in resale value
over time.

Does buying an NFT equates to acquiring copyright of the underlying
digital art?

The simple answer is no. Generally, a creator of an art piece retains copyright
to the art piece he or she creates even when the art piece is sold. When a
person purchases a painting in a gallery, he or she is only acquiring the right
to ownership of that piece of painting but not the copyright to that art piece.
Similarly, when a person buys an NFT, he or she is only acquiring the right
to ownership of that piece of digital art but not the copyright to that art.
Most artists expressly retained the copyright to the artwork and most digital




art trading platforms expressly stated that the copyright remains with the
creator of the art piece.

Interested buyers of NFTs should seek legal advice as to what kind of rights
are transferred with the NFTs (whether through a sale and purchase
agreement or a licence for use of the NFT). If the creator of a digital art
retains the copyright, investors looking to buy NFTs as an investment vehicle
may need to beware that similar NFTs may be minted by the creator in the
future, taking away the exclusivity in ownership of that art piece and
potentially decreasing the resale value of the NFT.

Is there an obligation to get permission to create or distribute the NFTs?

In general, the creator of an NFT using someone else’s work should ensure
they have permission from the copyright owner. When a person who is not
the author or copyright owner in the underlying asset in which copyright
subsists, mints an NFT and misrepresents that they are the author or
copyright owner of the work can amount to copyright infringement. Similarly,
when an NFT is made without authorization of the copyright owner, the
resale of such an NFT could constitute copyright infringement, as analogous
to reselling a counterfeit good. Therefore, generally speaking, the creation of
the NFTs should acquire prior consent of the copyright owner, and such
consent for patent(s) contained or applied therein may also need to be
acquired.

As such, it would be wise for the creators to seek legal advice before using a
brand name, logo, technology, famous character, picture, video, music,
artworks or any other intellectual property of a third party in their NFTs,
while the sellers should also do the same before selling NFTs to ensure
authorization from the author, copyright owner or inventor has been properly
obtained.

Conclusion

While the world figures out how to make widespread use of NFTs, how
copyright law will apply to NFTs in different scenarios is yet to be clarified.
No matter you are the author or copyright owner of an underlying asset that
is to be used in NFTs, a creator of NFTs, or a distributor of NFTs, early legal
advice will be quite useful to make sure the concerned copyright is properly
protected and licensed, and the risk of facing an infringement lawsuit is well
managed.




8.5 Intellectual property issues in Metaverse

Virtual assets transactions such as non-fungible tokens (NFTs) have become
mainstream in tech-world in these few years, and the focus of virtual
interactions has been shifted to the “Metaverse”. Some tech companies, such
as Meta (formerly Facebook) and Microsoft, have also announced their plans
to develop new Metaverse platforms for both entertainment and working
purposes. However, widespread discussion on the legal issues of Metaverse is
currently not much more than an evolving idea and the fact that there is
currently no solid legal framework regulating Metaverse or related
technologies. This article will discuss the potential legal issues brought by the
Metaverse and the Web 3.0 technologies from intellectual property (“IP”) law
perspective.

What is Metaverse

The Metaverse, a world of unlimited imagination, can be explained as an
immersive online experience that utilizes virtual reality and augmented
reality technology and devices. The Metaverse is being built on a foundation
of Web 3.0 technologies, including blockchain, cryptocurrencies, and in
particular, NFTs. NFTs are unique records stored on a blockchain to provide
proof of ownership of a digital asset as each NFT is uniquely identifiable and
can be traded using blockchain technology.

IP issues raised by Metaverse

Metaverse raises novel and complex legal issues, as Metaverse is being built
via computer software, including different types of programme or computer
technologies which may be operated and/or generated via artificial
intelligence. The operation of Metaverse may involve issues of patents,
images, copyrights, trade marks, designs and drawings and require certain
internet skills.

It is no surprise that activities on the Metaverse may involve infringement of
IP rights. NFTs containing IP may be minted without the authorization of
the real content creator, in breach of existing licensing agreements, or
resemble patents, registered trade marks, drawings or copyrighted materials
in the physical world.

Yet, the very nature of the Metaverse itself poses additional challenges that
existing laws would not have envisioned. For instance, determining the
identity of the creators of a given work in the Metaverse may be more difficult




when the work results from a decentralized collaborative process performed
by users anonymized behind avatars. Apart from this, whether digital assets
should qualify as “goods” for the purpose of trade mark laws under the
current IP regime is still unclear since NFT is a kind of calculation products
of computers. Further, since users in Metaverse are behind the screen, the
identity of the infringer may be difficult to locate which in turn makes the
person who should be held liable unclear.

In fact, IP issues relating to the fashion and luxury goods sector have already
begun to arise. In January 2022, French luxury fashion house Hermes sued a
NFT creator Mason Rothschild, who marketed a line of digital assets called
"Metabirkins," digital duplications of the Birkin bag created by Hermes sold
for tens of thousands of dollars or more, with prices even higher in the resale
market. Hermes alleged trade mark infringement and dilutive use of the
Birkin name. While the scope of IP protection in the Metaverse is not clear,
companies and developers still need to carefully consider whether they have
the necessary IP rights for protection in the Metaverse, and traditional
approaches on enforcement of IP rights may be revisited or significantly
challenged.

Enforcement

Taking a step back, before the issue of liability can be determined, IP owners
are perhaps the most concerned about how to enforce IP rights in the
Metaverse against infringers.

1. Identification of infringement: Unlike traditional physical counterfeit
activities, Metaverse exists in an unlimited space in the internet world.
It is difficult to ascertain the identity of the infringers and the exact
“location” of infringement as a number of servers operating such
Metaverse may be involved.

2. Jurisdiction and applicable law: Different courts around the globe take
a different attitude towards the Metaverse and the IP issues arising
therefrom. If an IP infringement took place on the blockchain, it would
be debatable which court will have jurisdiction to hear the case though
some NFT platforms may have their own dispute resolution clause
whilst some may not.




Conclusion

The Metaverse has created ample opportunities for market players to develop,
market and monetize their IPs, and at the same time presented risks of new
forms of IP infringement. To obtain more useful and substantial protection,
it is advisable for market players to take initiative approach to safeguard their
IPs before dispute arises.




Chapter 9: Other rights




9.1 Domain name

Cybersquatting: how to reclaim your domain names?

It is not uncommon for reputable companies to find their trade marks
registered by others as domain names since domain names are allocated on a
first-come-first-served basis. The act of registering another company’s trade
mark as domain names with a view to profiting from that company’s goodwill,
often by offering to sell to that company or his competitor the registered
domain names at an inflated price, is generally referred to as “cybersquatting”.
A company’s trade mark may also be registered by competitors as a domain
name for the purpose of disrupting the company’s business. Mechanisms of
domain name dispute resolution are available in Hong Kong for trade mark
owners to protect their rights against such bad-faith registration by cyber
squatters, no matter whether the trade marks have been registered in Hong
Kong or elsewhere.

What are domain names?

A domain name is a label for an IP address. In the virtual world, this is known
as an internet address for a business. When a computer user enters a domain
name, the browser program sends such domain name search to its server, and
the database will be searched until a name that matches the request is found.
It is important for domain names to be unique as it would otherwise be
impossible to know which server to contact. A domain name can be acquired
through a simple contract with a domain name registry, and any rights that a
person could acquire from a domain name derive from that contract.

Website owners usually would want to name his/her website in relation to
his/her business, and using the business’s trade mark is a simple way to do so.
However, domain names are fundamentally different from trade marks. A
domain name must be unique whereas a trade mark need not be, and a domain
name could exist in respect of all kinds of goods and services whereas two
identical trade marks could exist with different owners only if those trade
marks are registered for different goods or services. In the event that the
owners of the two identical trade marks would like to use their respective
trade mark as their domain name for their own website, only one of these
trade mark owners will be able to get their desired domain name as a domain
name must be unique. In such a scenario, and with the phenomenon of
“cybersquatting”, how can domain names be reclaimed?

Domain name arbitration




Hong Kong does not have specific anti-cybersquatting legislation. However,
the laws of intellectual property in Hong Kong offer protection to trade marks
and aggrieved parties may resort to trade mark protection under the Trade
Marks Ordinance (Cap. 559 of the Laws of Hong Kong) or the tort of passing
off to combat cybersquatting. This means that registering another person’s
trade mark as domain names may be an act of trade mark infringement as well
as passing-off. Trade mark owners can apply to court for injunction against
such registration and seek compensation for loss suffered as a result of the
infringement of intellectual property rights.

However, the expense and time involved in court litigation can be substantial.
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For domain name disputes, arbitration provides a more cost-effective
resolution. Each registrant of country code top level domains of “.hk” or
“.&&” (“HK Domain Name”) is bound by the Domain Name Dispute
Resolution Policy (“DNDRP”), which is incorporated into every agreement
for use and registration of a HK Domain Name and requires the registrant to
submit to a mandatory arbitration proceeding. In other words, to register a
HK Domain Name a person first has to agree to follow the DNDRP and
submit to arbitration proceeding for potential disputes regarding that HK
Domain Name. Hong Kong International Arbitration Centre (“HKIAC”) is
so far the only approved provider of services for mandatory arbitration
proceeding of HK Domain Name.

Ground for complaint




According to the DNDRP, a registrant is required to submit to the arbitration
proceeding when a complaint against the registration of a HK Domain Name
is made on the grounds that:

1.  the registrant’s HK Domain Name is identical or confusingly similar to
a trade mark or service mark in Hong Kong in which the complainant
has rights; and

2. the registrant has no rights or legitimate interests in respect of the HK
Domain Name; and

3. theregistrant’s HK Domain Name has been registered and is being used
in bad faith.

Evidence of bad faith can be shown by the following:

1.  the registrant acquired the domain name primarily for selling, renting
or otherwise transferring it to the trade mark owner or its competitor at
a price in excess of the direct cost of that acquisition; or

2. the registrant has registered the domain name in order to prevent the
trade mark owner from reflecting the mark in a corresponding domain
name, and the registrant has engaged in a pattern of such conduct; or

3.  the registrant has registered the domain name primarily for the purpose
of disrupting the business of a competitor; or

4. by using the domain name, the registrant has intentionally attempted to
attract for commercial gain Internet users to an on-line location, by
creating a likelihood of confusion with the complainant’s mark.

Whilst it is not necessary for the trade mark be registered in Hong Kong or
elsewhere before its owner can initiate the arbitration proceeding, registration
of one’s trade mark is always preferred and will allow the owner to proceed
on the ground of trade mark infringement, in addition to passing-off against
cyber squatters.




Enforcement

A successful complaint can result in changes, cancellation or transfer of the
HK Domain Name. According to the DNDRP, once the arbitration panel at
HKIAC has made a decision upon a complaint, the registrar of the HK
Domain Name or the Hong Kong Internet Registration Corporation Limited
(“HKIRC?”), the corporation designated by the Hong Kong Government to
administer the registration of HK Domain Names, will give effect to the
decision.

Fees and procedures

According to the DNDRP and the relevant rules of arbitration procedure, to
initiate the arbitration proceeding a complainant should lodge the complaint
at HKIAC. Depending on the number of arbitration panellists requested by
the complainant to be one or three, the total fee payable to HKIAC by the
complainant for commencing the arbitration proceeding is either HK$10,000
or HK$20,000.

If HKIAC is satisfied that the complaint application is without deficiency,
within 3 business days of receiving the application it has to forward the
complaint to the registrant of the subject HK Domain Name, at which time
the arbitration proceeding commences. In most case the registrant will then
have 15 business days to submit a response, failing which the dispute will be
decided based on the evidence submitted by the complainant.

Upon receipt of the complaint, the domain name holder will have to
demonstrate his/her rights or legitimate interests in holding the domain name
by demonstrating the following:

1.  there was use of, or demonstrable preparations to use, the domain name
or a name corresponding to the domain name in connection with a bona
fide offering of goods or services in Hong Kong before notice of the
dispute;

2. the domain name holder has been commonly known by the domain name
even though it has not acquired any trade mark rights in Hong Kong;

3.  the domain name holder has a trade mark that is identical to the domain
name;

4.  there is a legitimate non-commercial or fair use of the domain name by
the domain name holder, and there is no intention for commercial gain




to misleadingly divert customers or to tarnish the reputation of the trade
mark at issue; and

5.  in the case where the domain name is an individual’s name, the domain
name must be the domain name holder’s own individual name.

The arbitration panel should be appointed at earliest within 5 business days
after the submission of response by the registrant of the subject HK Domain
Name, or the lapse of the time period for that submission. Generally within
15 business days of the appointment of the arbitration panel, the panel should
give its decision to HKIAC, who shall within 3 business days of its receipt
forward the same to the complainant, the registrant and HKIRC.

All the decisions made by the arbitration panel are final and binding. If the
arbitration panel decides that the subject HK Domain Name registration
should be cancelled or transferred, the domain name registrar will, before
implementation, wait for 10 business days after the registrar and HKIRC are
informed of the decision.

The timeline of the arbitration proceeding can be summarised as follows:

Time (after the Events
last event)

First event Complaint lodged and fees paid
Within 3 business Commencement of arbitration proceeding: HKIAC
days forwarding the complaint to the registrant of the

subject HK Domain Name

Within 15 Submission of response by registrant
business days

Within 5 business  Appointment of arbitration panel
days (at earliest)

Within 15 Arbitration panel giving its decision to HKIAC
business days




Time (after the Events
last event)

Within 3 business HKIAC forwarding the arbitration panel’s decision
days to the parties and HKIRC

After 10 business  Registrar of the subject HK Domain Name
days implementing the arbitration panel’s decision if
cancellation or transfer is ordered

Based on the timeline as set out in the DNDRP and the relevant rules of
arbitration procedure, a dispute over a HK Domain Name can in general be
resolved in around two months from the lodging of complaint. Compared
with litigation at court, the arbitration proceeding provides a much swifter
mechanism to resolve a domain name dispute.

Arbitration for other top level domain names

In addition to HK Domain Names, HKIAC is also approved to provide
arbitration services for disputes concerning many other top level domain
names, including “.com”, “.net”, “.org” and “.cn”. Different top level
domain names may be subject to different dispute resolution policies and
arbitration rules. For disputes concerning top level domain names like “.com”,
“.net” and “.org”, the policies and rules of arbitration are substantively

similar to those applying to a HK Domain Name dispute.

Conclusion

Arbitration proceedings provide a cost-effective dispute resolution
mechanism for a company who finds its trade mark infringed by a cyber
squatter. Yet as domain name disputes may lead to contentious legal
proceedings, to protect one’s interests it is always advisable to seek legal
opinion at an early stage.




9.2 Shadow company

When the names of two Companies are “Too Like” — quick guide to
remedy and prevention

It is not unusual in Hong Kong to find companies registered in names which
are confusingly similar to others. This is particularly true in Chinese context
as traditionally we love to use auspicious characters in the company names,
like “28” (wealthy), “#€” (dragon) or “##” (luck) etc. As a natural result of
this, there are a large number of companies with confusingly similar names.
Such companies are also known as “shadow companies”, and many of these
shadow companies do not have genuine businesses.

Regardless of the size of the business, a company may be concerned that their
goodwill may be damaged by the existence of confusingly similar company
names as the general public may not be able to differentiate between
companies with similar names, in particular, those incorporated by bad faith
traders with an intention to ride on the goodwill and reputation of others.

Remedy: claim for trade mark infringement and passing-off

The problem of shadow companies has risen exponentially due to the ease in
incorporating companies in Hong Kong. The Registrar of Companies is
empowered to direct a name change within 12 months of incorporation of the
shadow company if the Registrar of Companies considers that the shadow
company’s name is “the same as” or “too like” a name appearing in the




Registrar’s index, or to strike off the shadow company for being defunct if it
is not in operation or carrying on business. In that case, the aggrieved
company can lodge a complaint with the Companies Registry of Hong Kong
(the “Registry”) against the shadow company.

If the shadow company has been incorporated for more than 12 months, a
company can commence trade mark infringement and/or passing-off action
against the companies with confusingly similar names for an injunction to
restrain the latter from using the names. Upon being served with the
injunction order, the Registry would direct the shadow companies to change
their names. If the latter fail to change their names in accordance with the
direction, the Registry is empowered to replace the name of the shadow
company with its company registration number.

It is noteworthy that the Court of First Instance in the case of Power Dekor
(Hong Kong) Ltd v Power Dekor Group Co Ltd (HCA 1139/2013) expressed
particular concern regarding the use of shadow companies to confuse
customers. Zervos J in giving his judgement opined that despite the fact that
the problem of shadow companies has raised concern for some time, the
Companies (Amendment) Ordinance 2010 only empowered the Registrar of
Companies with the power to direct a shadow company to change its name
pursuant to a court order and disallow companies to register with a name
which is the same as a name in relation to which a direction has previously
been issued.

These measures, according to Zervos J, “do not go far enough and serious
consideration should be given to enacting provisions that give the Registrar
of Companies, in the appropriate circumstances, far more effective measures,
Including the power not to register a company name or to deregister a
company with a name that is the “same as or too like” another”.

After all, the problem of the large number of shadow companies, as spotted
by Zervos ], stems from the fact that the Registrar of Companies will allow a
name of a new company if it is not entirely identical with another existing
registered company, despite the existence of very similar, yet not identical,
company names.

Although Zervos J in his judgement directed that the judgement be referred
to the Registrar of Companies, it is not certain whether the Registrar would




step up to tackle the longstanding problem in view of policy and costs
implications.

Prevention: avoid incorporating companies with names that are “too
like”

With reference to the “Guideline on Registration of Company Names for
Hong Kong Companies” (the “Guideline”) published by the Registry in
January 2014, the Companies Registry plays a passive role in the prevention
of incorporation of shadow companies. The Guideline states that registration
of a company name does not mean that the name is protected, neither does it
mean that such a name is not liable to challenge by others, and also that “The
registration of a company name with the Companies Registry does not confer
any trade mark rights or any other intellectual property rights in respect of
the company name or any part thereof. Applicants should, therefore, ensure
that they do not adopt a name which resembles a registered trade mark or is
“too like” the name of another company.”

The Guideline also contained what criteria the Registry would take into
account in forming an opinion that two names are too like. The following
examples are supplied by us for illustration:

1. Names which are the same - for example, “KWUN TONG
ENGINEERING LIMITED?” would be considered “too like” “KWUN
TONG ENGINEERING COMPANY LIMITED?”, .

2. Names which are phonetically identical - for example, “HING LUNG”
is aurally similar to “HING NUNG”.

3.  Names in which the slight variation in spelling does not make a
significant difference — for example, “KWUN TONG COLOUR
LIMITED?” and “KWUN TONG COLOR LIMITED”.

4.  Grammatical variations which do not have significant difference — for
example, “ADVANCE” and “ADVANCED”.

5. Names which contain the same distinctive element:-

a.  Where the names are sufficiently qualified — for example, between
“ABC CLOTHING LIMITED?” and “ABC FOOD LIMITED”

b. Where the names are not sufficiently qualified — for example, “ABC
CLOTHING LIMITED” and “ABC APPAREL LIMITED”.




Despite the power given to the Registrar of Companies, currently it has not
taken a proactive approach in exercising the power conferred to him to direct
shadow companies to change their names pursuant to s. 108 of the Companies
Ordinance (Cap. 622 of the Laws of Hong Kong). The task of clearing
existing shadow companies is currently shared by the Registry and the Court.
If the Registry is going to take up this task, it would not be an easy one,
particularly in light of the large number of shadow companies already
incorporated and existing on the register.

Conclusion

After all, whether two company names are “too like” is a question of
judgement and very much has to be viewed case by case. While the Registrar
of Companies might not take too active a role in clearing out existing shadow
companies, those who seek to incorporate a new company are always advised
to conduct a thorough search on the Registry for similar names, lest they
should infringe others’ intellectual property rights. It is also crucial to obtain
trade mark registration at the Hong Kong Trade Marks Registry to safeguard
the companies’ intellectual property rights.




9.3 Registered design

9.3.1 Outline

Inventive designs of textile, housewares, toys, accessories and other
consumer products that appeal to the eyes can bring lucrative profits to
businesses. As a result, these designs are almost always copied in an amazingly
speedy pace once they are released to the market. Very often, upon the release
of a novel product in a trade show, one may purchase those copycat
equivalents (of inferior quality though) from a street hawker in the next week
or so. This is where the need to register your new design comes into place.

Advantages over copyright protection

Design works are generally protected by the copyright law. However, a
copyright owner has to establish proof of two pre-conditions when suing for
copyright infringement: (a) that the artistic work being copied is in fact
created and owned by him, and (b) that the infringing work is copied from
his original work (and not independently created by the infringer). The need
to do so add substantially to the time and cost required to commence an
infringement action. If the work is registered as a registered design, then the
registration certificate itself will be sufficient evidence of ownership, and the
owner of the registered design can assume a monopoly over the commercial
use of that design. That is, he can stop other traders from using that design
even if such other traders independently created such design. Registration
also provides longer period of monopoly, as shown below.

What is registrable design?

According to sections 5 tol1l of the Registered Designs Ordinance (Cap. 522
of the Laws of Hong Kong) (the “Ordinance”), a design is registrable if the
following are satisfied:

1.  New design: the design must have worldwide novelty, which means that
the design is not published anywhere in the world before filing of the
registration (save under confidential disclosure or certain recognised
exhibitions). A design would not be considered new if it only differs
from other designs in immaterial details or in features which are variants
commonly used in the trade;

2. Design that appeals to the eyes (i.e. of aesthetic consideration,
appearance not dictated by the function of the article);




3.  Design that is not contrary to public order |/ not immoral (e.g.
pornographic designs); and

4. Design that is not a computer programme or protected layout design
(topography).
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It must be emphasised that the first requirement of novelty is a rather
stringent one. You may destroy your own right to register a design if you put
it on a trade show without first applying for registration. The definition of
“design” under section 2 of the Ordinance excludes “a method or principle
of construction; or features of shape or configuration of an article which are
dictated solely by the function which the article has to perform; or dependent
upon the appearance of another article of which the article is intended by the
designer to form an integral part”. For example, body panels, doors, bonnet
lids and windscreens of a car were held not to be separately registrable designs.
However, spare parts of an article can be registered separately if they are sold
and to be used separately. For example, wing mirrors, seats, wheels and
steering wheels of a car, which could be sold separately, are separately
registrable.

Duration of monopoly

Initial period of registration is 5 years from the filing date of the application
for registration. This may be extended for an additional 5 years each subject
to a total period of registration of not more than 25 years from the filing date
of the application. The interplay between copyright protection and registered
design protection is governed by a set of rather complicated rules. In short,




copyright protection of a design work would be 25 years from the end of the
calendar year in which articles incorporating the corresponding design are
first marketed if the design is registered. Such protection will be reduced to
15 years if the design is not registered. Hence, by not registering a design
which is registrable, the designer / owner will shorten his own duration of
monopoly.

Who can enforce the rights under a registered design?

The designer of the design is usually the first owner of the relevant rights
and would be able to enforce such rights. However, if the design is created in
the course of employment or if it is a commissioned work, then, subject to
contrary agreement between the designer and the employer / commissioner,
the employer /| commissioner will be the owner of the design. An exclusive
licensee of the design can also sue against infringements but the owner of the
design has to be joined as a party.

Application procedures

An applicant has to file a completed application form and 7 identical sets of
clear representations of the design, a representation of the article, and a
statement of novelty to show the design and describe the features claimed to
be new, so that the scope of protection can be made known to the public. An
applicant will also be required to pay filing fee and advertisement fee (for
gazette purpose). If the subject matter for registration is textile products,
then the applicant needs to file a sample when applying to register a 2-
dimensional design for a textile article.

Examination

The application for registration will be subject to formality examination only
(i.e. examination on whether all the papers and representations submitted are
in order). There is no substantive examination on the novelty of the design
seeking registration, and the Hong Kong Designs Registry has no obligation
to search records of prior registered designs. When the application has passed
the formality examination, it will be published in the gazette and a formal
registration certificate will be issued. All registered designs are recorded in
the Designs Register which is available to the public for inspection upon
payment of a fee. Documents filed for registration of designs are available for
public inspection after the designs have been registered.




Infringement of registered design

The exclusive rights of an owner of a registered design are infringed if a
person makes in Hong Kong / imports into Hong Kong for sale or hire, or for
use for the purpose of trade or business or to sell, hire or offer or expose for
sale or hire in Hong Kong; or makes or enables the making of any article in
respect of which the design is registered and to which that design or a design
not substantially different from it has been applied. However, acts done for
non-commercial purposes, or for evaluation, analysis, research or teaching are
not infringement.

Remedies for infringement

Remedies for infringement of registered design include damages, accounts
for profits, order for delivery up, order for disposal, etc. However, if the
infringer is not aware, or has no reason to believe that the article he deals with
is a registered design, there will be no damages awarded | accounts for profits
available (although the owner may still be able to stop the commercial use of
those infringing articles). Note, in particular, that it is provided (in section
51(2) of the Ordinance) that mere inclusion of a registration symbol /
statement is not sufficient to constitute knowledge of registration. The owner
also needs to include the registration number to the article in order to impose
knowledge of registration.

International applications

Very often a design owner may wish to have similar protections to his design
in other parts of the world where he may sell his products. According to the
Paris Convention and the relevant agreement under the World Trade
Organisation, he may do so within 6 months after submitting his application
in Hong Kong. If he submits an application to, say, the U.S., within 6 months
from application in Hong Kong, the priority date of his U.S. application could
date back to that of the Hong Kong application. For more information about
the Paris Convention and the relevant agreement under the World Trade
Organisation, please refer to Chapter 1.




9.3.2 What constitutes infringement of registered design?

A look at cases which provide an overview of the test the registered owners
have to satisfy in order to establish that their rights in the registered design
have been infringed.

Registration of design

Designs are registered and protected in Hong Kong under the Registered
Designs Ordinance (Cap. 522 of the Laws of Hong Kong) (“RDO”). A
“registrable” design means any features of shape, configuration, pattern or
ornament applied to an article by an industrial process, being features which
in the finished article appeal to and are judged by the eye. Article is defined
under section 2 of the RDO to mean any article of manufacture and includes
any part of an article if that part is made and sold separately.

Under the RDO, the registered owner enjoys the exclusive right to sell, hire,
or offer or expose for sale or hire in Hong Kong any article in respect of which
the design is registered and to which that design or a design not substantially
different from it has been applied. The registered owner can also make in
Hong Kong or import into Hong Kong such article for sale or hire or for use
for the purpose of trade or business. Once registered, the owner enjoys
protection of up to 25 years, starting from the filing date of the application
(and subject to payment of renewal fees every five years).

Infringement of registered design

Section 31(2) of the RDO concerns infringement of the right in a registered
design. It is an infringement if a person without the consent of the registered
owner and while the registration is in force:

1.  Does anything which is the exclusive right of the registered owner (set
out above);

2. Makes anything for enabling any infringing article to be made in Hong

Kong or elsewhere;
3. Does anything in relation to a kit'* that would constitute an infringement
of the design if it had been done in relation to the assembled article; or

4 “Kit” means a complete or substantially complete set of components intended to be

assembled into an article.




4.  Makes anything for enabling a kit to be made or assembled, in Hong
Kong or elsewhere, if the assemble article would be such an infringing
article.

Test of Infringement

However, it is not always easy to judge whether an act done by a person falls
within the ambit of the registered owner’s exclusive rights.

In Valor Heating Co Ltd v Main Gas Appliances Ltd [1973] RPC 871, the
Court was asked to adjudge on whether the Defendant has infringed the rights
of the Plaintiff in the design of a gas fire. Whitford ] held that infringement
must be considered “not merely upon the basis of a side by side comparison,
but also upon the basis of having had a look at the registered design, then
having gone away and come back and perhaps been put in a position of
deciding whether the same article is the one you originally saw.” This is also
known as the test of imperfect recollection.

Having considered that the plaintiff’s fire had a generally square appearance
whereas the defendant’s was very much squatter and in an oblong shape, and
that the side plates gave very different appearances to the two gas fires,
Whitford J held that the defendant’s fire was substantially different from the
fire of the registered design, hence no infringement could be established.

The same test was adopted in the Hong Kong case of 7ang Fun Kee
Manufacturing Co Ltd v Fortuna Plastic Manufactory [1980] HKC 555. The
plaintiff in this case registered a design for a lantern with a torch and a
fluorescent tube in the same body. The plaintiff then sued the defendant for
infringement of its registered design as well as copyright. For the test of




infringement, Barker ] held that only the shape and configuration and not the
object for which the article was made must be considered. The Court was
entitled to look at the article manufactured from the registered design and lay
that side by side with the alleged infringing article and make a comparison.

Barker J considered the cross section of the articles — the plaintiff’s article was
basically square whereas the defendant’s article was roughly hexagonal. The
tops of the two articles were also different — the top of the plaintiff’s article
was flat whereas that of the defendant’s article was peaked, removable and
placeable on the base. The back of the defendant’s article was different in
profile and position from that of the plaintiff’s article. Yet, despite the above
identified differences, having applied the test of imperfect recollection,
Barker J did not take the view that the two articles were substantially different
and held that there had been infringement by the defendant.

Damages

Once liability is established, the infringer may be held liable for damages,
injunction, account of profits or other relief available to the plaintiff as is
available in proceedings in respect of the infringement of other proprietary
rights. !> However, section 51 of the RDO specifically provides that damages
shall not be awarded, and no order shall be made for an account of profits,
against a defendant who proves that at the date of the infringement he was
not aware, and had no reasonable grounds for believing, that the design was
registered. Thus, registered owners should always protect their interests by
having the registered design number printed on their products in a prominent
place.

Conclusion

In determining whether there has been infringement of registered design, the
Court will consider whether the alleged infringement is the same, or not
substantially different from the registered design. The Court will have regard
solely to the shape and configuration (but not purpose) of the article
manufactured from the registered design and the alleged infringing article,
and decide, on its impression, whether the two are the same or not
substantially different.

15 Section 48 RDO




9.3.3 Are you invincible once your design is successfully registered?

Design is a type of intellectual property rights recognized and given legal
protection under the Registered Designs Ordinance (Cap. 522) (“RDO”) in
Hong Kong. Designs can be registered to protect the appearance of a wide
range of products including textile, electronic appliances, accessories,
watches, cell phones etc. It is useful for people in business or in trade to
register their designs because then they can have the exclusive right to make,
import, sell or hire any articles in respect of which the design is registered.

What is a registrable design?

Design means features of shape, configuration, pattern or ornament applied
to an article by any industrial process, being features which in the finished
article appeal to and are judged by the eye, which excludes feature of shape
that are dictated solely by the function which the article has to perform.

A design must have “eye appeal” to be registrable, which means that the
aesthetic elements of the design must have influence over a customer to
purchase the article. Also, to be registrable, a design must be “new”. Any
prior design which has been registered or published in Hong Kong or
elsewhere would render a later design with same appearance “not new” and
thus not registrable.

Application process

The application process for a registered design is simple and fast in Hong
Kong. The applicant has to file an application form together with drawings
or photos showing clear representations of the design, together with a
statement of novelty.

An application for registered design in Hong Kong is only subjected to
formality check and not substantive examination, that is, the Designs Registry
will not conduct searches for prior registered or published designs to check
whether the design applied for is new.

The advantage of this is that it can speed up the application process. But the
drawback is that a design so registered is prone to be revoked for lack of
novelty, if there is a prior registered or published design with same
appearance.




Revocation of a design registration

Under section 45 of the RDO, on an application by any person, the Court can
order a design registration to be revoked on the ground that the design was
not new or not registrable for other reasons at the time of its registration.

In the case of Burberry Asia Limited v Polo Santa Roberta Limited HCMP
2696/2009, Santa Roberta has registered 3 designs in relation to patterns on
textile which Burberry contended were nearly identical to its well-known
design patent “Burberry Check”. In considering whether the 3 design
registrations met the requirement of novelty, the Court stated that the
question was whether the two appearances of competing designs were
substantially the same and that the eye, and the eye alone, was to be the judge
of identity. Further, it is a legal principle that difference in colours usually
would not be taken into account in determining whether the competing
designs are substantially similar or different. In the end, the Court held that
the 3 designs registrations were not new at the time of registration and were
ordered to be revoked.

Another example of revocation of a design registration can be found in the
case of Elster Metering Ltd v Billions Ltd HCMP 1951/2006 which
concerned the designs for a water meter and certain internal component parts.
The Court in that case held that the design on the shape of the component
parts of the measuring chamber had no appeal to eye as the design was
dictated solely by the function and it could not affect the decision of a
consumer whether to purchase the water meter or not.

A more recent example is the case of Babyzen v Zhongshan Yuyu Baby
Products Co Ltd [2017] HKEC 1839 which concerns a claim by the Plaintiff
that the Defendant infringed its registered design by manufacturing and
selling, without consent from the Plaintiff, baby strollers the design of which
is the same as the design registered by the Plaintiff. The Defendant
counterclaimed that the Plaintiff’s registered design should be revoked under
section 45 of the RDO, as the Plaintiff’s registered design lacked novelty and
there are prior registered designs with the same appearance. The Court in the
end found for the Defendant, applying the “imperfect recollection” and “eye
appeal” tests.




Conclusion

While it is easy to register a design in Hong Kong, there is also a risk that the
design registration is subject to revocation. Therefore, it is advisable to
conduct a search on the record of prior design registrations before the
submission of a design application.




9.3.4 Design infringement: How similar and in whose perspective? The
court, experts or customers?

With the industry of innovation and technology thrusting all over the world,
it is important that there is enough protection for originality, so as to boost
incentive for more innovations. In the judgment of G-Star Raw CV v Rhodi
Ltd [2015] EWHC 216 (Ch), the English Chancery Division had upheld that
if there are similarities in the features of an artistic work (but not necessarily
the work as a whole), an action in design infringement may be viable.

G-Star Raw CV v Rhodi Ltd

The Claimant (“G-Star”) is one of Europe’s leading denim fashion brands
and designers of contemporary urban garments. It owns unregistered design
rights in the design of a style of contemporary jean trousers known as the
“Arc Pant”. It alleged that 9 separate styles of jeans marketed under the “Voi”
brand, which is owned by the Defendant (“Rhodi”), infringed its
unregistered design right by copying Arc Pant, by substantially reproducing
the majority of the prominent features of the two Voi styles complained of
in the previously comprised proceedings, and therefore commenced the
present claim.

The figures below illustrate the designs in dispute.
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The Arc Pant The Jurien (one of the
Rhodi style jeans)




Legal analysis

In analysing whether there was primary infringement of design rights (i.e.
directly copying the design so as to produce articles exactly or substantially
similar to that design), the Court applied the test as follows:

1.  Whether there is such subsistence of the design right and that the
Claimant acquired ownership of it;

2. Whether all or any of the alleged copying articles were made
substantially similar to the original design;

3. Whether the substantially similar parts were copied from the original
design, or were instead the result of an independent but convergent
design process. Upon the failure of the Defendant to prove this, the
court would rule that there is strong inference that the product is made
substantially similar to the original design as alleged in the present case.

The Court held that the design subsists and is owned by G-Star. The designer
G-Star called as witness gave a clear and compelling account on the detailed
design process which resulted in the creation of the Arc Pant, which was
further supported with contemporaneous documents. Rhodi’s expert witness
gave evidence that there was no substantial similarity between Rhodi’s
designs and G-Star’s, and that there was instead use of style ideas of usual
high street designs. The Court rejected that evidence and remarked that
although the measurements by Rhodi’s expert on the appearance suggest
significant difference, had the measurements been precise and correct (which
was not the case), it would have shown substantial similarity. Hence the Court
held in favour of G-Star on subsistence and ownership.

On whether the alleged copying articles were made substantially similar to
the original design, the Court ruled that one ought to look at similarities (in
the eyes of customers to whom the designs are directed) not in the works as a
whole but in the features. But if there is no possibility of prior access then
the alleged similarity could only be a coincidence and not amount to
infringement, no matter how unlikely that would be.

Notwithstanding that the incompleteness of documents concerning Rhodi’s
design process was allegedly partly due to wholesale deletion of the email
account of the lead designer and substantial deletion of that of another
designer, the Court expressed scepticism about Rhodi’s good faith and held
in favour of G-Star.




How about in Hong Kong?
Preference for registered design right

The regime governing protection of design right in Hong Kong is similar to
that in England, with the exception (among others) that in Hong Kong there
is no express provisions protecting “design right” other than “registered
design right”. Therefore, in order to better protect their works, designers are
advised to have their designs registered. Although the designers can still try
to protect their “unregistered design” by claiming against the infringer for
copyright infringement in Hong Kong, this route is less swift.

This advantage of a registered design is particularly significant in the
situation of claiming against infringers at international exhibitions in Hong
Kong. The exhibition organisers will swiftly remove the infringers from the
exhibition if your works are protected under a registered design, because a
registered design certificate is a prima facie evidence of subsistence and
ownership of the design right. On the other hand, if you are only claiming
for copyright infringement, the exhibition organisers will be reluctant to
remove the alleged infringers, because the organisers are unable to decide
whether there is originality in the works which give rise to a copyright, and
who is the real owner of the copyright.

Infringement

Apart from the absence of distinction of treatment between primary and
secondary infringement, the test for infringement as applied in Hong Kong is
similar to that in the England. In Hong Kong, when determining whether
there is infringement, the test of imperfect recollection would be applied to
see whether, with the inexpert eye of a customer, considering solely the shape
and configuration and not the object for which the article was made, the
design of the alleged infringement is the same or not substantially different
from the registered design. Also, there should be prior access to the original
design, and only earlier designs which are likely to be known to the interested
addressees would count.

As such the ruling in G-Star Raw CV v Rhodi Ltd is likely to be applicable in
Hong Kong, and it is likely to extend to infringement of artistic copyright in
general, i.e. that in other articles of which the visual appearance is crucial,
such as cookware and toys.

Conclusion




The decision in G-Star Raw CV v Rhodi Ltd has to a certain extent clarified
the law on design infringement. Although at times such could potentially
involve subjective determination, expert witnesses may assist in pointing out
the similarities and differences for the Court to make a better informed
determination. But before all these could be issue, the Claimant’s right to
design needs to be subsisting, and a valid and current registration of designs
in Hong Kong certainly supports a finding of subsistence.




9.3.5 Arbitration over intellectual property disputes?

With an increasing number of intellectual property transactions taking place
around the world, there is a growing demand for the use of efficient dispute
resolution procedures. With a view to promoting Hong Kong as an intellectual
property trading hub and an international intellectual property arbitration
and mediation centre, the Department of Justice published a consultation
paper on Arbitration (Amendment) Bill 2016 in December 2015 for the
purpose of studying the need for legislative amendments to clarify the
arbitrability of intellectual property disputes. The Arbitration (Amendment)
Bill 2016 was subsequently passed on 14 June 2017 and the Arbitration
(Amendment) Ordinance 2017 was published in the Gazette on 23 June 2017.
Part 2 of the Arbitration (Amendment) Ordinance 2017 came into effect on 1
January 2018 (except for the new section 103], which will come into operation
on the day on which section 123 of the Patents (Amendment) Ordinance 2016
comes into operation).

Previous legal position

The previous legal position in Hong Kong in respect of the arbitrability of
intellectual property rights is unclear, as there is neither a specific legislative
provision nor an authoritative judgment addressing the issue. The Arbitration
Ordinance (Cap. 609 of the Laws of Hong Kong) (the “Ordinance”) is also
silent on the types of subject matter which are capable of resolution by
arbitration.

Furthermore, under section 86(2) of the Ordinance, enforcement of an award
may be refused if (i) the award is in respect of a matter which is not capable
of settlement by arbitration under the laws of Hong Kong; or (ii) it would be
contrary to public policy to enforce the award. Accordingly, there has been
concern as to whether enforcement of an award involving intellectual
property rights (particularly on issues of validity) would be refused in Hong
Kong by virtue of section 86(2) of the Ordinance.

Justifications of the amendments

In view of the ambiguity in this area of law, it was proposed that the
Ordinance should be amended so as to clarify that disputes over intellectual
property rights are capable of resolution by arbitration and that it would not
be contrary to public policy to enforce an award solely because the award is
in respect of a dispute which relates to intellectual property rights. Such
amendments serve to clarify the uncertainties and attract more parties from




other jurisdictions to come to Hong Kong to resolve their intellectual
property disputes by arbitration.

In relation to the enforcement of an arbitral award, to put the matter beyond
doubt, it was proposed to clearly provide that disputes involving intellectual
property rights, whether they arise as the main issue or an incidental issue,
are capable of resolution by arbitration and it would not be contrary to public
policy to enforce the ensuing award. As regards the reasons for setting aside
an arbitral award, similar positions are suggested to be adopted.

The amendments
The amendments to the Ordinance are as follows:

Definition of “intellectual property rights”

“Intellectual property rights” is now referred to such right (i) whether or not
the right is protectable by registration; and (ii) whether or not the right is
registered, or subsists, in Hong Kong. It also includes an application for the
registration of the right if the right is protectable by registration. In addition,
“a dispute over an intellectual property right” refers to a dispute over the
subsistence, scope, validity, ownership, infringement or any other aspect of
an intellectual property right.

Awards not binding on licensees of intellectual property rights

Under section 73(1) of the Ordinance, an award made by an arbitral tribunal
pursuant to an arbitration agreement is final and binding both on the parties
and any person claiming through or under any of the parties. Nevertheless,
the application of section 73(1) to cases concerning intellectual property
rights may create uncertainty to licensees. Licensing arrangements are




common and exclusive licensees (who are given rights which are concurrent
with those of the owners of the intellectual property rights by virtue of the
relevant legislation) enjoy the same rights as the owners of the intellectual
property rights to bring proceedings in respect of any infringement of the
intellectual property rights. Therefore, it is recommended that licensees of
an intellectual property right should not be entitled to the benefits, or subject
to the liabilities, of an arbitral award obtained by the owner of the intellectual
property right unless they are joined as parties to the arbitration. In other
words, the arbitral award will only bind the actual parties to the arbitration
and not beyond.

Under the Arbitration (Amendment) Ordinance 2017, if a dispute concerning
infringement and validity of a registered trade mark is to be resolved by
arbitration, and the arbitrator decides that the trade mark is invalid and the
infringement claim fails, the effect of the arbitral award under the Arbitration
(Amendment) Ordinance 2017 is that the trade mark would only be
considered invalid as between the parties to the arbitration only; nevertheless,
it remains validly registered as against any third party. The winning party can
frame the relief such that the arbitral tribunal can make an order against the
losing party to surrender the trade mark or to assign it to the winning party.
If the losing party in the arbitration files a notice to the Registrar of Trade
Marks to surrender or assign the trade mark pursuant to the award, the
Registrar of Trade Marks will make the appropriate entry in the register.
Even if the losing party refuses or fails to file a notice of surrender or
assignment, the winning party may apply to the court for leave to enforce the
arbitral award under Part 10 of the Ordinance, and upon leave being granted,
the Registrar of Trade Marks will alter the register or enter the particulars of
the court order as a registrable transaction accordingly.

Conclusion

It is noteworthy that the amendments will not apply to arbitration which has
commenced prior to the commencement of the Arbitration (Amendment)
Ordinance 2017. Even after its commencement, it should be reminded that
the amended Arbitration Ordinance only applies to arbitration under an
arbitration agreement (i.e. an agreement by the parties to submit to
arbitration all or certain disputes which have arisen or which may arise
between them in respect of a defined legal relationship) with Hong Kong as
the place of arbitration.
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Our Intellectual Property
Department assists clients in the
registration, exploitation and
protection of their intellectual
property rights in copyright, trade
marks, patents, registered designs,
rights in confidential information
and other related legal rights.

Our IP team (from left to right): Felix Tin
Regl stration (Consultant), Vivien Lee (Senior Associate),

Lawrence Yeung (Partner) and Ludwig Ng
Our team gives advice on local and (Senior Partner)

international registration strategy,
registrability and likely outcome and will assist clients to handle
objections from the registration authorities or other third parties.

Exploitation

We also advise on strategies and intellectual property exploitation
agreements including: assignment of intellectual property rights;
registered user agreement; licence agreement; franchising agreement;
author and publisher agreement and software development agreement.

Protection

We have substantial experience in handling infringement litigation both
for Plaintiffs or Defendants. Our team has the capability of acting swiftly
to make applications for urgent injunction and search order for Plaintiffs
so as to stop infringement activities effectively and preserve evidence for
claims of damages. Likewise, in acting for Defendants, we will act
vigilantly to ensure that their rights are fully protected and that damages
payable to the Plaintiffs will be kept to a minimum.

Company name squatting

The problem of registration of third party’s trade mark as company name
by squatters has been rampant in recent years. We are experienced in
assisting brand owners to lodge complaints to the Companies Registry or
commence court proceedings to remove such infringing company names.
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* \Who owns the copyright in a selfie taken by a monkey?

e Can | sing “Happy Birthday to You” in public?

 What if my domain name is stolen?

e How to stop a business rival from making a groundless threat of patent
iInfringement action against me?

e Can | prevent a former employee from patenting an invention which he
created for my business?

A Practical Guide to Intellectual Property will take you through these and
many other intriguing and important questions of intellectual property law. It is
also an introduction to the Hong Kong and international intellectual property
systems.

A Practical Guide to Intellectual Property
Third Edition
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