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Welcome to Mohajerian Inc’s monthly Newsletter. Each
month we will provide our readers with pertinent industry,
legal, and business information related to the Franchise
industry. Your suggestions and interests are always
valued; please forward all comments or suggestions to:
info@mohajerian.com.
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Distinctiveness

Use of a nondistinctive mark leaves a business vulnerable to copycat
enterprises and potential claims of infringement. Careful selection of a
distinctive mark straightens the path to growth and eases entry into new
markets. From least to most distinctive, terms used as marks may be
characterized as (1) generic, (2) descriptive, (3) suggestive, or (4) arbitrary or
fanciful. If a term fits into the latter two categories, the mark is considered
inherently distinctive.

Generic or descriptive marks. Generic terms refer to a genus of which the
particular product or service is a species. For example, a franchisor holding a
registered trademark on the name "Convenient Food Mart" could not
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prevent a competitor from using the term "convenient" because the term had
become generic (.25).

Terms that are merely descriptive of a product also are not inherently
distinctive. A hair cutting franchisor's use of the descriptive trademark
"Supercuts" was held not to cause a likelihood of confusion with a manufacturer's
prior use of the mark on scissors and accessories.

| Unlike generic marks, however, a business can establish a protectable

il secondary meaning in a descriptive mark. In another Supercuts case, the
franchisor was found to have established a secondary meaning for the term in
areas where the franchisor operated and advertised. A Canadian hair salon
franchisor that intentionally used a confusingly similar "Superclips" trademark was
[ preliminarily enjoined from its use in further expansion in the United States (.24).

Suggestive, arbitrary, or fanciful marks. The latter two categories of marks are
viewed as inherently distinctive because their intrinsic nature serves to identify a
particular source of a product.

The term "Uno" in "Pizzeria Uno" was treated as suggestive and strong, although an injunction against infringement by
"Taco Uno" was denied for lack of geographical market penetration (.26). A plausible argument could have been made for
treating the mark as fanciful, according to the court, which perhaps suggests that the distinctions between the categories
of distinctive marks are neither precise nor particularly significant. The point is that a sliding scale has been used in
determining the strength of marks, with coined and novel terms of an arbitrary or fanciful sort most easily protectable.

Registration

A business asserts and strengthens its trade identity by putting others on notice of its claims to exclusive rights in its
marks. However, as previously noted, registration is not necessary to create a protectable interest.

Registration with the U.S. Patent and Trademark Office is the formal process for providing nationwide constructive
notice of the registrant's ownership claim. In the event of a court dispute, registration is evidence of ownership and
exclusive rights. The registrant is authorized give notice of ownership by displaying the mark with the ®symbol.

Despite the importance of a publicly identifiable trademark to a franchise system, a loss of registration does not
necessarily constitute a material breach of a franchise agreement (.79).

Protection of Marks

A registered mark is infringed by the unauthorized use of the same or a similar mark that is likely to cause confusion,
mistake, or deception. A similar analysis is used in determining whether an unauthorized use of an unregistered mark
violates the Lanham Act (.73).



The trademark owner may seek an injunction to halt the infringing use. Other statutory remedies include recovery of
damages, defendants' profits, attorney fees, and costs. Damages may be awarded in amounts up to three times the actual
damages, provided that the award is compensatory rather than punitive. To recover attorney fees and defendants' profits,
proof of willful or bad faith conduct has been required.

Licensing, Quality Control

The structure of franchise and distribution relationships is shaped by the obligations that arise from the licensing of trade-
and service marks. A licensor must maintain control over the quality of goods and services represented by the marks in order
to retain its exclusive rights in the marks. A franchisee's failure to meet the standards for products marketed under the
franchisor's trademark can justify termination of the trademark license (.75).

State Law

In enforcing trademark rights, state statutory remedies should be considered. Although the Lanham Act does not authorize
the recovery of punitive damages for willful infringement, an award of punitive damages for misbranding of gasoline was
potentially recoverable under the New York unfair competition, trademark dilution, and false advertising law (.18). A real
estate franchisor was entitled to injunctive relief under the California anti-dilution statute without demonstrating a likelihood
of confusion (.20).

Preliminary Injunction Granted to Enforce Noncompete Covenant

Amerispec, Inc. v. Psaris, DC Tenn.

Injunction to enforce. A former home inspection business franchisee was preliminarily enjoined by a federal district court in
Memphis from violating the terms of a one-year noncompete covenant in his expired agreement with a franchisor. The term
of the injunction would run from the date on which the franchisor filed its complaint against the franchisee. Nearly eight
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franchisor could not be entitled to benefit from sitting on its rights, the court
ruled. The term of the one-year injunction beginning on June 10, 2009, was
sufficient, but not greater than necessary, to protect the franchisor from
impermissible competition from the franchisee, the court reasoned.

The balance of the equities favored the grant of the injunction. Although an
injunction would be burdensome to the franchisee because the competing
business was the former franchisee's chief, if not only, source of income, the
franchisee freely entered into the agreement. Further, the franchisee had
benefited from the relationship over the five-year term prior to its expiration,
the court noted. The franchisor had a right to enforce its contracts. In
attempting to enforce the franchise agreement's noncompete clause, it was
only seeking the benefit of terms to which the parties had previously agreed.
Any harm to the franchisee was of his own making, the court observed.

Classes of Disabled Fast Food Franchise Patrons Certified

Castaneda v. Burger King Corp., DC Cal.,

Ten separate classes of all Californian mobility-impaired patrons who used
wheelchairs or scooters for mobility of ten Burger King restaurant franchises
were entitled to be certified against the franchisor, Burger King, for violations
of the Americans with Disabilities Act (ADA) and two California statutes,
according to a federal district court in San Francisco.

The plaintiffs had sought to proceed as one large class of mobility-
impaired patrons of 92 California Burger King franchises. However, the
physical differences among the 92 franchises would predominate over the
common issues because there was no common blueprint among them, the
court determined. Whether or not any store was ever out of ADA compliance
would have to be determined store-by-store, feature-by-feature, before
turning to the easier question of whether Burger King, as the
franchisor/lessor, would have a duty to force the franchises to remediate.
Thus, ten separate classes were certified for disabled patrons of each of the
ten individual franchises where a named plaintiff encountered alleged access
barriers.
Burger King did not dispute that the plaintiffs established commonality for each separate class of patrons of the ten restaurants
because every patron of a particular restaurant faced identically alleged access barriers. Thus, because all mobility-impaired
patrons of a particular restaurant who used wheelchairs faced identical facilities and identical access barriers, their common
interest in assuring that all the features at the particular restaurant were in statutory compliance would predominate over any
individual differences among them, the court held.
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The typicality requirement for certification was not disputed by Burger King and was satisfied because the named plaintiffs all
used wheelchairs or scooters, the court ruled. By relying on a combination of census data showing that there were more than
150,000 people in California who used wheelchairs and scooters, declarations from numerous potential class members, and
SOGARSYOS 27F . lathNIhEdbintiffhsafidicd the nudetald® requirement.

Burger King challenged the adequacy of the proposed class counsel on the grounds that five separate law firms sought joint
appointment as lead counsel. It was best to have only one law firm as class counsel, the court commented, citing its own 35-
years of practice and presiding experience. Thus, the plaintiffs were ordered to submit a memorandum and declaration
explaining why anyone other than a single, court-selected attorney and his firm should be appointed as class counsel.

Burger King's motion to add the franchisees/lessees of the ten restaurants was granted by the court. The plaintiffs did not
dispute that the franchisees/lessees were jointly and severally liable with Burger King for any violations, or that the claims
against them did not arise out of the same transactions and occurrences. Thus, because the joinder of the franchisees/lessees to
the action would be useful in efficiently affecting any necessary injunctive relief at the stores under their control, Burger King's
motion to add them to the action was granted.
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