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Trademarks are relatively inexpensive to register but have the potential to deliver significant economic value and
may even reward holders with ‘overnight fame’. A trademark can be registered or unregistered, though companies
will usually opt to register their trademark to ensure legal protection. The effectiveness of a registered trademark is
territorial and is generally only effective within the jurisdiction (such as the mainland of China) in which it is regis-
tered. Registered trademarks should receive protection from public authorities who prevent unauthorized use. Per-
vasive phenomena such as trademark squatting, malicious registration of a large number of trademarks or malicious
registration of trademarks similar to famous brands are risks that enterprises all need to be conscious of. But what
can prior right holders encountering trademark squatting do to get the best possible protection of their own interests?
This article will briefly introduce definitions and forms of trademark squatting, as well as remedies and strategies

against it.

. Definition of trademark squatting

“Trademark squatting”, as a legal term only appears in
Article 32 of “Trademark law” and is not expressly de-
fined. According to conventional understanding, it can
be defined in a narrow or broad sense. In the narrow
sense, “trademark squatting” refers to the registration of
a trademark which is in use but has not yet had a trade-
mark registration application submitted; “trademark
squatting” in a broader sense includes not only the reg-
istration of an unregistered trademark already in use,
but also the registration of trade names, names, do-
main names, portraits, works etc. as a trademark.
These also fall under the “Trademark law” and other
relevant regulations.

In summary, “trademark squatting” in its broader sense

refers to the registration as a trademark an ‘object’ of
the rights enjoyed by others (the prior right holder) --
the object here includes not only the trademark right
(including the registered or unregistered trademark),
but also the right of name, trade name, domain name,
portrait, copyright, etc.

Il Common forms of trademark squatting

Based on the above generalized definition and a sum-
mary of common cases, the forms of trademarks squat-
ting can manifest as follows:

a) The registration of an unregistered trademark used

by others, e.g. the word mark “F[%E” (a transcription
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of Land Rover) registered by Geely Group (all trade-
marks referred to in this article are registered with the
Trademark Office of China National Intellectual Proper-
ty Administration [hereinafter referred to as the
“Trademark Office”]);

b) The registration of an already registered trademark in
a different category, e.g. the trademark , % fF B &

. (the Chinese translation of ,Muji) registered in cate-
gory 24 (textiles, bedding, etc.) is held by Beijing Cot-
ton Field Textile Co., Ltd.;

c) The registration of another’s trade names, abbrevia-
tions or commonly used translated names as a trade-

mark, e.g. “J A&” (Guangben) (refers to "Guangqi
Bentian" or "Guangqi Honda");

d) The registration of another’'s name (including alias-
es, pen names, stage names, nicknames, or translated
names that can establish a corresponding relationship
with a specific person) as a trademark, such as
"Papijiang", "Yang Chaoyue", "TRUMP", "Biden" and
other trademarks that have been widely registered;

e) The registration of another’s portrait (including a sil-
houette with identifiable characteristics of a specific
person) as a trademark. Cases include a dispute be-
tween Bruce Lee's daughter and Shengkung Fu Res-

taurant over the " "& " trademark; and a dispute be-
tween NBA basketball player Michael Jordan and the
China-registered Jordan Sports Co., Ltd. involving the “

x
=% ” trademark (now renamed).

f) The registration of the works of others that are pro-
tected under “copyright law” as a trademark, e.g. the "

0 AG trademark containing an animated image of the

Monkey King.

g) The registration of another's domain name as a
trademark.

h) The registration of another’s product design as a
trademark

In practice, the first three forms mentioned above are
the most common. Once an entity’s trademark or trade
name has been successfully squatted by others, it may
face the following difficulties:

(a) Their own trademark registration application being
rejected, i.e. the squatted trademark ("disputed trade-
mark") may become an obstacle for the prior right hol-
der to the registration of the same or similar trademarks
for the same or similar goods/services. For example,
due to the existence of the aforementioned trademark

"TET R &7 (in simplified Chinese) registered under

category 24 by Beijing Cotton Field Textiles Co., the
Trademark Office rejected the application for the regist-

ration of the trademark "f&EI R &~ (in traditional Chi-

nese) under category 24, filed later by Ryohin Keikaku
Co.,, Ltd,;

(b) The use of their own trademarks being restricted to
the extent that they may even have to change their
trademarks or trade names in China;

(c) Confusion in public perception thus diluting the
brand recognition of the prior right holder;

(d) Reputation damage as a result of individuals or
companies offering inferior quality products or services
with an association to the prior right holder’s trademark.

1. Remedies

Remedies for the prior right holder in respect to trade-
mark squatting are mainly ‘administrative’ and ‘judicial’.
If the use of “disputed trademarks” infringes the prior
right, the prior right holder may file a civil lawsuit re-
questing cessation of infringement and also compensa-
tion for damages. In such cases, “disputed trademark”
cannot be used by those who squat the trademark ac-
cording to a judgment in favor of the prior right holder.
However, it is hard in civil litigation for the prior right
holder to act alone. Obtaining sufficient evidence that
proves infringement is a significant challenge. Applying
to the Trademark Office for legal procedures and seek-
ing remedies from public authorities is an indispensable
remedy, to which the prior right holder should give prior-

ity.

For the prior right holder, applicable administrative rem-
edies mainly include opposition, invalidation and can-
cellation procedures for the “disputed trademark”, that
is, requesting that the “Trademark Office” makes a deci-
sion to reject the application of registration, to cancel
the “disputed trademark” or to declare it invalid. As for
which administrative remedy to take, firstly, legal status
of the “disputed trademark” should be taken into ac-
count. Secondly, it should be reviewed in consideration
of previous cases.

A brief description of trademarks’ different legal status-
es, corresponding applicable administrative remedies
and the differences between the various administrative
remedies is set out below:
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Legal Status

Under substantive examination

Remedies

Remarks / Suggestions

The statutory period for examination of a trademark is 9 months,
during which the prior right holders should monitor the status of a
“disputed trademark” (of course, the best solution is early and pro-
active protection of their trademarks).

In cases of refusal of the “disputed trademark”, the prior right
holders needn’t take any administrative measures.

Conversely, if the “disputed trademark” is preliminarily approved
for registration, the prior right holder may consider initiating trade-
mark opposition procedures within a three-month period of public
notice (as follows).

Within the period of public no-
tice for preliminary examina-

tion

>

Filing an oppo-
sition

A trademark that has been examined and preliminarily approved
for registration will be subject to a three-month period of public
notice, during which the prior right holder may file an opposition
according to Article 33 of the Trademark Law.

Once opposition procedures have commenced, public notice of
preliminary examination of the “disputed trademark” will be inva-
lid, i.e. the trademark will be in the status of non-entitlement.

The legal status of a “disputed trademark” (whether or not it is
approved for registration ) will not be determined until the end of
opposition procedures, during which the squatting registrant of
“disputed trademark” cannot use the trademark as a registered
trademark and not enjoy the rights of registered trademarks under
the Trademark Law.

Approved for
registration

Less than 3
years from the
date of regis-
tration

>

Application for
the invalidation
of a registered
trademark

Provided that the aforementioned period for opposition has ex-
pired, the registration of the “disputed trademark” will be approved
and the Trademark Registration Certificate will be issued.

If it is within 3 years of the trademark’s registration, the prior right
holder may only apply for the invalidation procedures based on
article 44 of the “Trademark Law”.

The grounds for invalidity are essentially the same as those men-
tioned above for opposition, including absolute and relative
grounds.

In contrast to opposition, the absolute grounds for invalidation also
include "the registration is obtained by fraudulent means or other
improper means". In practice, if the registrant squats a large num-
ber of trademarks maliciously, it will likely be considered as
"obtaining the registration by improper means". In our experience,
invalidation of the “disputed trademark” on these grounds is more
likely to succeed.

The fees for invalidation procedures (RMB 750 Yuan for one
trademark under one category) are marginally higher than that for
the opposition procedures (RMB 500 Yuan for one trademark un-
der one category);

However, different from the abovementioned opposition proce-
dures, the “disputed trademark” will remain valid until an effective
ruling on the invalidation is made (including the administrative in-
validation in respect of the invalidation ruling [first instance, sec-
ond instance and retrial]);

Therefore, we recommend that if trademark squatting is discovered
during the public notice period, the opposition procedure should be initi-
ated as soon as possible to prevent the “disputed trademark” being ap-
proved for registration.
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More than 3
years, but
less than 5
years

Approved for
registration

» Application for
invalidation
and/or

> Application for
revocation on
the grounds
that the regis-
tered trade-
mark has not
been used for
three years
consecutively
without proper
reason.

n If three years have lapsed since the date of registration of the
“disputed trademark”, in addition to the abovementioned invalida-
tion procedure, the prior rights holder may also initiate a cancella-
tion procedure due to non-use for three years.

[ For a cancellation due to non-use, it is important to confirm wheth-
er the “disputed trademark” has been put into use. Therefore, it is
best to inquire through public channels before applying for a can-
cellation procedure. If it is found after inquiry that the “disputed
trademark” has been put into use by the squatting registrant (pay
attention to the definition of "use"), there is no need to start the
cancellation procedure;

[ The advantage of cancellation due to non-use for three years over
the invalidation procedure is that the burden of proof is on the
squatting registrant, i.e. so long as the squatting registrant cannot
provide evidence that the trademark has been put the mark into
use, the trademark will be revoked. The burden of proof on the
prior right holder is somewhat reduced.

m  The fees for cancellation due to non-use for three years (500 yuan
for one trademark under one category) are also marginally lower
than that for the invalidation procedure;

] However, the legal consequences of "invalidation" and
“cancellation due to non-use for three years" are different. The
invalidation of a trademark " means that it is invalid ex tunc, while
cancellation means that it is invalid ex nunc, i.e. in respect of the
infringement involving the registered trademark before the revoca-
tion of the trademark, the squatting registrant still has the right to
bring an infringement lawsuit. However, "the trademark has not
been used" may be a defense against the assumption of compen-
sation.

Of course, prior right holders may consider the simultaneous initiation of
invalidation and cancellation procedures if their budget permits.

More than 5
years

> Application for
cancellation
due to non-use
for three years

> Application for
invalidation
(applicable
only to well-
known trade-
mark protec-
tion, or in the
case of abso-
lute grounds of
invalidation)

The invalidation of a trademark must be applied within 5 years, i.e. if it
has been five years since the approval of registration for the “disputed
trademark”, the prior right holder may only consider initiating the cancel-
lation procedure due to non-use for three years, unless the aforesaid
absolute grounds of invalidation exist or the trademark used by the prior
right holder has reached the standard of well-known trademark (in prac-
tice, it is hard to be recognized as a well-known trademark due to the
relatively high requirements).

The trademark has been re-
jected/invalid/revoked / can-
celled

No measures re-
quired

Attention: None of the aforesaid periods (the three-month period of public notice and the five-year invalidation period) are subject
to suspension or interruption, nor is there any period of grace. In other words, if the above-mentioned periods are missed, the
prior rights holder will lose the right to file an opposition or invalidation of the trademark.
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IV. Conclusion

Both administrative and judicial remedies are ex post facto, for which the prior right holder will inevitably pay more
time and costs. In the case of the "Qiaodan trademark”, the prior right holder, Michael Jordan, required nearly eight
years to obtain the support of the Supreme People's Court of China for his claim against the squatting of his trade-
mark by a domestic enterprise after a cancellation application, first and second instance administrative litigation, and
retrial, highlighting the progress of intellectual property protection in China and also reminding enterprises of the im-
portance of plan for trademark registration and compliance. We advise enterprises, especially foreign enterprises
intending to enter the Chinese market, to formulate their own protection strategies for trademark and other intellectu-
al properties in a timely manner, to register and maintain their (proposed) used trademarks under the necessary cat-
egories and items as early as possible, and to monitor the status of trademarks on a regular basis on their own or
through professional agents so as to detect and thus avoid their trademarks being squatted. Proactive trademark
protection is the best way to avoid restrictions to their business, incurring economic losses, damage to goodwill and
huge costs defending their right to a trademark.
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