Trade Marks Nos. B2334 of 93,
B2335 0of 93 and B861 of 94

IN THE MATTER of the Trade Marks
Ordinance (Cap. 43)

AND
IN THE MATTER of application by Yantai
Chang Yu Group Co., Ltd. ('J(’F‘,%%Fé}i% [l

FI[EL2T Tl for the rectification of the Register
by removal of

(1) Trade Mark No. B2334 of 93

2)

3) Trade Mark No. B861 of 94
7. 2
o %Eﬁ

all in Class 5 in Part B in the name of
Shandong Medicines and Health Products
Import and Export Corporation ([1[fN #ifF#2E

BUELRE 2FD

DECISION

-1 -



OF

Ms. Fanny Shuk Fan Pang acting for the Registrar of Trade Marks after a hearing on 17-
18 October and 29 November 2002.

Appearing :  Mr. John Yan instructed by Messrs. Baker & McKenzie for the applicant for
removal.

Ms Winnie Tam instructed by Messrs. Lovells for the registered proprietor.



Registration of Trade Mark Nos. B2334 of 93, B2335 of 93 and B861 of 94

1. On 21 June 1988, Shangdong Medicines and Health Products Import and Export
Corporation (5N #] Fﬁﬁlﬁi[ﬁipﬁpéﬂ '[ 123Fil) became registered under the Trade Marks
Ordinance (“the Ordinance”) as proprietor, under trade mark No. B2334 of 1993, of a trade
mark in Class 5 for “medicinal wines containing penises of animals”. A representation of the
registered trade mark appears below :

2. On 21 June 1988 Shangdong Medicines and Health Products Import and Export
Corporation ( [I[Fl & EHEE (R lﬁiff [,l EH f'J) became registered under the Ordinance as
proprietor, under trade mark No. B2335 of 1993, of a trade mark in Class 5 for “medicinal
wines containing penises of animals”. A representation of the registered trade mark appears
below :

3. On 6 September 1988 Shangdong Medicines and Health Products Import and
Export Corporation ( [1[f $1F58E K [ﬁiﬁ # YEH T f[J )became registered under the Ordinance
as proprietor, under trade mark No. B861 of 1994, of a trade mark in Class 5 for “medicinal
wines”. A representation of the registered trade mark appears below :

7\ et
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(collectively “the suit marks™).

Pleadings and Evidence



4. On 27 June 1998, Yantai Chang Yu Group Co., Ltd. ( 'J(fF", IRk E BN | [l F’J )
(“the applicant for removal”) applied to rectify the register by removal of the suit marks. The
amended statements of case accompanying the applications for removal in the three
rectification proceedings (they are more or less in identical terms) state that the applicant for
removal intends to register its trade marks in Hong Kong which include the marks “Z 4, “[[I
Y, == B, “TZEPAO SANPIEN JIU”, “Z 2= f{ijf1 Label” and “= ¥/= Hlj]1 &
Dev1ce (collectively “the applicant for removal’s marks”). The applicant for removal claims
that the registration of the suit marks should be removed under section 48 of the Ordinance
because the registration of them is contrary to sections 2, 9, 10 and 12(1) of the Ordinance.

5. In the counter-statements filed by Shangdong Medicines and Health Products
Import and Export Corporation ( [I[FN 1 &5 3 f it Fﬁ} EHpr s FJ ) (“the registered
proprietor”) in the three rectification proceedings (which are more or less in identical terms),
save and except that the registered proprietor’s own registration of the suit marks is admitted,
the registered proprietor denies each and every allegation in the amended statements of case.
The registered proprietor avers that it or its licensee(s)/distributor(s) has for many years
carrying on business by reference to the suit marks in respect of the relevant goods in Hong
Kong and elsewhere. The registered proprietor has established a substantial reputation and
goodwill of the suit marks in respect of the relevant goods in Hong Kong and overseas.

6. The applicant for removal filed three more or less identical sets of evidence for
the purpose of the three rectification proceedings under Trade Marks Rules 64 and 25. Each set
of evidence consists of a statutory declaration dated 14 April 1999 by Sun Li-qgiang (7 ﬂﬁlgq)

the director, general manager and senior economist of the applicant for removal exhibiting and
purporting to confirm the contents of a statutory declaration dated 30 March 1999 by Li
Sung-lun (% £ fﬁ ) , the deputy general manager of Lee Yuen Cheung Co. Ltd. ( F[RFi=<F|
[t f'J Jwhich is claimed to be the sole distributor of the applicant for removal’s wine products

in Hong Kong. The registered proprietor also filed three more or less identical sets of evidence
under Trade Marks Rule 64 and 26. Each set of evidence contains a statutory declaration dated
26 October 1999 by Li Hong-jun (% ¥ (), the deputy general manager of the registered

proprietor together with exhibits. In reply, the applicant for removal filed three more or less
identical sets of evidence under Trade Marks Rules 64 and 27. Each set of evidence comprises
a statutory declaration dated 16 May 2000 by Sun Li-giang ( #; ﬂﬁlgq ) together with exhibits.

Preliminary Point

7. Shortly before the hearing scheduled on 17 October 2002, the applicant for
removal sought leave from the Registrar for filing a statutory declaration of Li Sung-lun (%

=N |ﬁ ) dated 11 October 2002 together with exhibits on 15 October 2002, a statutory
declaration dated 14 October 2002 made by Sun Li-giang (+7# ﬂﬁgl) adopting the statutory
declaration of Li Sung-lun ( % & [ IF] ) dated 11 October 2002 and a statutory declaration dated
16 October 2002 made by Lin Shing Yee (ifiZf5%) , a messenger in the employ of Messrs.
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Baker & McKenzie on 16 October 2002 pursuant to Trade Marks Rule 28. The application for
leave to file the proposed three statutory declarations was dealt with at the hearing on
17 October 2002 as a preliminary point. Having heard the submissions of counsel for the
applicant for removal and the registered proprietor, I declined to grant leave to the applicant for
removal to file the three proposed statutory declarations under Trade Marks Rule 28.

8. Before giving the reasons for my decision, I shall give a brief description of the
evidence sought to be introduced by the applicant for removal. In paragraph one of the
proposed statutory declaration of Li Sung-lun ( % £ ]'ﬁ ) dated 11 October 2002, he purports
to give the updated sales figures of TZEPAO SANPIEN Wine (Z#/= #{jf1) in Hong Kong
for the years of 2000, 2001 and January to September 2002. What was produced in exhibit “1”
to Li Sung-lun ( % &' ]ﬁ )’s statutory declaration is a self-serving letter from Lee Yuen Cheung
Co. Ltd. (Fp=7 3L <l ) to Messrs. Baker & McKenzie, the agent for the applicant for
removal dated 10 October 2002 setting out the sales quantities and figures for both TZEPAO
SANPIEN Wine (= %= #ijl1) and Special Quality SANPIEN Wine (’Fﬁ V= 8P which
are not supported by sales invoices or other documentary proof. I am not entirely sure that the
proposed further evidence amounts to evidence of up-dated sales of the applicant for removal’s
wine products in Hong Kong. Even ifit does, Mr. Yan has not explained to me the relevance of

that piece of post-registration date evidence to the grounds of rectification under section
48(1)(a) of the Ordinance.

9. Ms Tam submitted that Mr. Li Sung-lun (% 4 ]'ﬁ)’s proposed evidence was
introduced under the guise of providing up-dated sales figures. Paragraph 2 of Mr. Li Sung-lun
(4 fﬁ)’s proposed statutory declaration is the crux that was sought to be introduced by the

applicant for removal. In paragraph 2 of his proposed statutory declaration, Mr. Li Sung-lun

(55 IFAJ ) says that as far as he is aware, the applicant for removal had ceased to supply the
registered proprietor Zhong Ya Brand TZEPAO SANPIEN Wine (F| 1R/l = 7= BJ]T) since
28 March 1996. Exhibit 2 to Li Sung-lun (% £ ['ﬁ)’s statutory declaration is a certificate
issued by the applicant for removal itself certifying that it had ceased to supply Zhong Ya
Brand TZEPAO SANPIEN Wine (f[Ifh/f# = 7= H{jJ1) to the registered proprietor since
28 March 1996. Mr. Li deposed that if the registered proprietor sold Zhong Ya Brand
TZEPAO SANPIEN Wine (f| [l = £ = #5]'1) in Hong Kong after 28 March 1996, the wine
products should be the old stock supplied to it by the applicant for removal on or before
28 March 1996. As far as he is aware, from mid-1999 to date, all the Zhong Ya Brand
TZEPAO SANPIEN Wine (F|1fHfil = 7= 1) sold in Hong Kong was solely the products of

the applicant for removal being distributed by Lee Yuen Cheung Co. Ltd. ( F{[{fi~ 2L _F[J ).
Mr. Yan submitted that the purpose of introducing paragraph 2 of Mr. Li Sung-lun (% 4* fﬁ)’s

statutory declaration is to describe what is now in the market in Hong Kong which is highly
relevant to the grounds for rectification that the suit marks were not the registered proprietor’s
marks and the use of the suit marks by the registered proprietor would be deceptive. In reply,
Ms Tam contended that there is a certain degree of speculation in paragraph 2 of Mr. Li
Sung-lun (% £ fﬁ)’s statutory declaration. Mr. Li speaks from what is supposed to be his own

knowledge. Whether this is a fact which represents the state of market is yet to be seen. The
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registered proprietor has not been given a chance to reply, for example, to state the
circumstances leading to the stoppage of supply and subsequent events.

10. Having heard the submissions of both Mr. Yan and Ms Tam on Li Sung-lun (%
=N fﬁ)’s statutory declaration, I am not entirely clear about the relevance of the proposed

evidence to the present proceedings. I am also not satisfied that the proposed evidence, even if
relevant, would have any important influence on the outcome of the rectification proceedings.
As pointed out by Mr. Yan, in paragraph 16 of the statutory declaration of Mr. Li Hong-jun ( %

1 &) filed by the registered proprietor under Trade Marks Rule 26, Mr. Li deposed that the

registered proprietor ceased to appoint the applicant for removal to produce the medicinal
wines bearing the suit marks in or about 1995. In the light of that assertion made by the
registered proprietor, I do not see any real need of admitting the proposed statutory declaration
of Li Sung-lun (% &* ]'ﬁ). It is not in dispute that the applicant for removal had ceased to supply

the registered proprietor with the wine since 1995 or 1996.

11. The second proposed evidence of Mr. Sun Li-qiang (#7 ﬂjﬁp) sought to be
introduced by the applicant for removal is a confirmatory statutory declaration of the first
proposed statutory declaration of Mr, Li Sung-lun ( % 4 ]'ﬁ ) . Mr. Sun says that he has read
the proposed statutory declaration of Mr. Li Sung-lun ( % £f, ﬁ ) and the exhibits thereto dated
11 October 2002 and he thereby confirms that the contents of the statutory declaration and the

exhibits are true and correct. Therefore, there is no need for me to comment on this piece of
evidence and I refused to grant leave for filing this for the same reasons.

12. The third proposed evidence sought to be filed by the applicant for removal is
the statutory declaration of Lin Shing Yee (iiZH%) dated 16 October 2002, a messenger

in the employ of Messrs. Baker & McKenzie. She says that she bought three boxes of Zhong
Ya Brand TZEPAO SANPIEN Pills ( f| IF_Z{*PJ =g = Hiv ) at Yue Hwa Chinese Products Co.

on 15 October 2002 at a price of HK$113.1. The three boxes of Zhong Ya Brand TZEPAO
SANPIEN Pills (flIph4ii=#7= i~ ) and a copy receipt issued by Yue Hwa Chinese

Products Co. were produced as exhibit “1”". Mr Yan submitted that the question of Zhong Ya
Brand TZEPAO SANPIEN Pills (f[Ififli= ¥ = 8« ) was first raised in paragraph 8 of Mr.

Li Hong-jun (% &) ’s statutory declaratron filed by the registered proprietor under Trade

Marks Rule 26 in which Mr. Li says that the registered proprietor had exported Zhong Ya
Brand TZEPAO SANPIEN Pills ([ IfH/fil=%7= B ) to Hong Kong from 1965 to 1998. No

sample of the Zhong Ya Brand TZEPAO SANPIEN Pills ( fl1ER4I=F9= B ) sold has been
exhibited. The proposed statutory declaration of Lin Shing Yee (i1 Zf & ) is really to complete
the picture which may have some bearing on my exercise of discretion in the present
rectification proceedings. Ms Tam contended that it was of not much use for the applicant for
removal to exhibit a box of Zhong Ya Brand TZEPAO SANPIEN Pills ( H I]Er PRI g = BT )
purchased recently. One really is concerned with what Zhong Ya Brand TZEPAO SANPIEN
Pills ([l R = 7 Hi) looked like in the market at the relevant time i.e. just before the
Zhong Ya Brand TZEPAO SANPIEN Wine ( fl1EH4fl= £7= #{l1) products came into being.
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I accept the submissions of Ms Tam and find that the proposed evidence of Lin Shing Yee (!
ZH[E ) is not relevant to the present rectification proceedings.

13. My decision on the lack of relevance or important relevance suffices to dispose
of the applicant for removal’s application, but, for the sake of completeness, I set out briefly the
other reasons for my refusal. It is indisputable that the proposed further evidence could have
been filed earlier by the applicant for removal. I was not informed as to any difficulties that the
applicant for removal had faced in filing the proposed evidence with the Registrar. No
explanation for the late filing was given by the applicant for removal. I also took into
consideration the lateness of the application and the inevitable delay that would be caused if |
grant the application. Having regard to the above matters, I refused to grant leave to the
applicant for removal for filing the proposed further evidence under Trade Marks Rule 28.

Decision

Background, parties and dispute

14. The People’s Republic of China had adopted a centralised planned economy
from its establishment in 1949 until the introduction of the open door policy in the 1980s.
Under the planned economy, there were restrictions in that not every corporation could do
export trade. The applicant for removal is a state owned distillery and a maker of Chinese
medicinal wines in Yantai, Shandong Province in Mainland China. It produced for export to
Hong Kong the Zhong Ya Brand TZEPAO SANPIEN Wine ( f[1fHfil = 7= {1 ). Under the
planned economy, it was not permitted to do export trade, that is, it was not permitted to export
the medicinal wines. The medicinal wines were exported by the registered proprietor which
specialises in the import and export of medicines and health products produced in Shandong
Province. Lee Yuen Cheung Co. Ltd. (F[[Jfi=F XL il ) is a Hong Kong company which
was the sole distributor in Hong Kong of the medicinal wine Zhong Ya Brand TZEPAO
SANPIEN Wine ( f[IfR4fI= %= B{[1) . In 1988, the registered proprietor applied for
registration of the three suit marks in Hong Kong. As a result, the suit marks were registered in
the name of the registered proprietor in Part B of the register in respect of medicinal wines.
Following the introduction of the open door policy in Mainland China, the export control was
lifted and the applicant for removal was permitted to do export trade from August 1992.
Subsequently, the relation between the applicant for removal and the registered proprietor
broke down and a dispute arose between them as a manufacturer and an exporter respectively
as to who should own the suit marks. The present rectification proceedings were commenced
by the applicant for removal to rectify the register by removing the registration of the suit
marks under section 48(1)(a) of the Ordinance.

The Applicant for Removal’s case



15. The applicant for removal claimed that it is and has always been in fact most
responsible for the character or quality of the TZEPAO SANPIEN Wine ( = #¥= #fijf'1) . The

applicant for removal asserted that the TZEPAO SANPIEN Wine ( = /= #{ijl1 ) had its origin
in the TZEPAO SANPIEN Pills ( = %= it ) which had been manufactured since the 1930s
by the Yantai Pharmaceutical Works (47 ‘[?gﬁ“’ﬁi’r) which is a subsidiary of the applicant for
removal. Using the secret formula of the TZEPAO SANPIEN Pills ( = %= Hfi\=) as a basis,

the skilled staff of the applicant for removal developed the TZEPAO SANPIEN Wine (= #7
= #8ff1) . The applicant for removal claimed that the formulations of both the TZEPAO
SANPIEN Wine ( = 7= #ijl1) and TZEPAO SANPIEN Pills ( = #¥= &\~ ) are confidential

to the manufacturers of the respective products but not known to the reglstered proprietor. All
awards, local and international, pertaining to the quality of the TZEPAO SANPIEN Wine (=

¥ = B{Tjf'1) have been awarded to the applicant for removal, not the registered proprietor. The
TZEPAO SANPIEN Wine (= 7= #fijj'1) is a “protected” medicinal product such that no one

else is allowed to produce medicinal wine under the same name. The registered proprietor was
only a trader which “handled” the TZEPAO SANPIEN Wine (= /= /1) and was not

responsible for its production or character and quality.

16. The applicant for removal further claimed that it, not the registered proprietor,
would be perceived by the public as being responsible for the character and quality of the
TZEPAO SANPIEN Wine (= %= H{ijJ'1). There have been two types of markings on the

packaging and bottles of the TZEPAO SANPIEN Wine (= ¥/= 1)

(i) Pl F 1o '[Ff [,[ ” (manufactured in Yantai China) coupled with “[T[fl & FE3&{j
fﬁifﬁ#,i‘g Lt F[J aw £r” and “Handled by SHANDONG MEDINCINES &
HEALTH PRODUCTS IMP. & EXP. CORP.”

(11) “HI[ES‘«['J(’F"[%QFE‘%JE%)F ] L"Ff# ”; “CHANG YU PIONEER Wine CO
YANTAI CHINA”; “thRL d’[ ?ﬁﬁ“ 12 lﬁiFﬁ[héH'. 2 FlAEFY” and “Handled by
SHANDONG MEDINCES & HEALTH PRODUCTS IMP. & EXP. CORP.”.

17. According to the applicant for removal, marking (i) tells the consumers that the
“TZEPAO SANPIEN Wine” was made by an unnamed wine producer in Yantai, China and
that the wine produced by the unnamed wine producer is only “F%%:” or “handled” by the
registered proprietor. As the consumers have been told that the wine is made by some
unnamed producer in Yantai, China, they would look to that unnamed producer (the applicant
for removal) to be ultimately responsible for the character and quality of the wine, not the
Respondent, who merely handled it. Marking (ii) makes the position clearer — the consumers
were expressly told the name of the proprietor in Yantai, China (the applicant for removal) who
produced the “TZEPAO SANPIEN” wine but that the wine is “F%%7” (“handled”) by the
registered proprietor. The consumers would accordingly clearly perceive the applicant for
removal to be ultimately responsible for the character and quality of the wine, not the
registered proprietor, who merely handled it.
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18. The consumers’ perception that the applicant for removal is the party ultimately
responsible for the character and quality of the wine was further reinforced by advertisements
which expressly named the applicant for removal as the producer of the wine without even
naming the registered proprietor as the “handler” of the wine.

The registered proprietor’s case

19. The registered proprietor claimed that the TZEPAO SANPIEN Wine ( = #7
= BTl ) was conceptualised by it as a new product of medicinal wines for the overseas market.
It then identified the applicant for removal’s factory as a possible manufacturer, gave support
to enable it to make and supply the TZEPAO SANPIEN Wine ( = #7= #ij/1) for export sales,
and went about devising the suit marks. The TZEPAO SANPIEN Wine (= ¥¥= #{{J1)
bearing the suit marks and the overseas market for it were created by the registered proprietor
between 1965 to 1968. The registered proprietor has single-handedly been responsible for
bringing the TZEPAO SANPIEN Wine (= #/= Hflj1) to overseas market including Hong
Kong, and has been in a leadership role in marketmg the TZEPAO SANPIEN Wine (=%

H71) overseas.

20. The applicant for approval has always had the China internal sales market,
whereas the registered proprietor was the only party in a position to export, in its own right, the
TZEPAO SANPIEN Wine (= #f= Hlijl1) to overseas market, until the latter exclusive right
was shared by agreement, in 1988, such that export by the applicant for removal was done
through the registered proprietor as an agent. By agreement between the registered proprietor
and the applicant for removal, the packaging for the TZEPAO SANPIEN Wine (= %7 = Hlij'1)
intended for China and that intended to be supplied to the registered proprietor and sold to
overseas market are to be different. In respect of the latter, the registered proprietor alone has
full control over the manner in which the suit marks are incorporated and how the packaging
should look like. This could only be consistent with the conclusion that the suit marks used on
the TZEPAO SANPIEN Wine (= 7= #{ijl1) bound for places including Hong Kong were and
were to be distinctive of the registered proprietor, not the applicant for removal, both by
agreement, and as a matter of fact.

Aggrieved person

21. The applicant for removal must first satisfy me, pursuant to section 48(1)(a) of
the Ordinance, that it is a “person aggrieved”. Ms Tam for the registered proprietor helpfully
and properly conceded that the applicant for removal is a “person aggrieved” and entitled to
bring these rectification proceedings.

Counsel’s submissions on law



22. Strenuous arguments were made by Mr. Yan and Ms Tam as to the proper law
which should govern the crucial issue in the present proceedings : rival claims between the
applicant for removal as the manufacturer and the registered proprietor as the exporter to the
suit marks used in connection with goods manufactured by the former and sold by the latter. In
order not to do disservice to Mr. Yan and Ms Tam and to explore the matter thoroughly, I have
set out their legal submissions in great details below.

Mr. Yan’s submissions

23. Mr. Yan submitted that the main ground replied upon by the applicant for
removal is that it is the true proprietor of the goodwill in the suit marks and of the marks so that
the registration thereof by the registered proprietor was in fraud of the applicant for removal’s
rights in the suit marks and the use of the suit marks by the registered proprietor would be
likely to deceive or would be disentitled to protection in a court of justice.

24, Mr. Yan submitted that the Hong Kong High Court case Guangdong Foodstuffs
Import & Export (Group) Corporation & Another v. Tung Fook Chinese Wine (1982) Co. Ltd.
and Another [1999] 3 HKLRD 545 is a case directly in point. In the Guangdong Foodstuffs
case, the first plaintiff (GDF) is a state enterprise in China which exported foodstuffs including
rice wine produced by the second defendant, namely “Super Mellow Mijiu” (’#‘\ﬁ [ifiAf1) and
“Shiwan Mijiu” (7 3£ jI1) from Guangdong to Hong Kong, Macau and other countries.
Until January 1995, the first defendant was the exclusive distributor of Super Mellow Mijiu in
Hong Kong and the second defendant-by-counterclaim and its predecessor, were the exclusive
distributor of Shiwan Mijiu. The two rice wines bore distinctive labels incorporating the
GDF’s housemark, consisting of the marks, ‘“Pearl River Bridge” (2K~ #ﬁﬁﬁl) and an oval-
shaped logo depicting a bridge over a city river (the Pearl River Bridge trade mark) which was
registered in Hong Kong in the name of the GDF. Until 1991 the wine labels bore the
following words in English, “Production under the supervision of GDF”. In January 1995, the
first defendant and the second defendant-by-counterclaim introduced for sale in Hong Kong
another brand of the Super Mellow Mijiu and the Shiwan Mijiu, namely, the “Zu Miao” (')
brand, which was produced by the second defendant. The first defendant also applied to
register its Super Mellow Mijiu label as a trade mark in Hong Kong (the Zu Miao trade mark),
omitting the Pearl River Bridge trade mark and GDF’s name from the label. The Zu Miao trade
mark was registered in May 1995 with a blank space condition. After registration of the Zu
Miao trade mark, the first defendant issued warning letters to the trade dealing with the Pearl
River Bridge brand Super Mellow Mijiu, threatening legal action against them in passing off
and trade mark infringement. The main action in this case is passing off. Mr. Justice Cheung
had to deal with the issue of whether the defendants committed passing off, specifically
whether GDF was the owner of the reputation and goodwill in the wines and their labels. If
GDF was the owner, then there had been passing off by the defendants as the public would be
confused by the simultaneous existence on the market of the Pearl River Bridge brand wines
and the Zu Miao brand wines. Mr. Yan submitted that Mr. Justice Cheung concluded that as
GDF was the owner of the goodwill in the Super Mellow Mijiu wine and its label, the Zu Miao
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trade mark belongs to GDF. Therefore the registration by the first defendant should be
expunged from the register.

25. I was referred to the following passages at pages 630-633 of the Guangdong

Foodstuffs case :

“(2)  Rectification

The power to rectify entries in the register is governed by s.48 of the Trade Marks Ordinance
(Cap. 43) which provides that :

(D) Subject to the provisions of this Ordinance

(a)

any person aggrieved by the non-insertion in or omission from the register of
any entry, or by any entry made in the register without sufficient cause, or by
any entry wrongly remaining on the register, or by any error or defect in any
entry in the register, may apply in the prescribed manner to the Court or, at the
option of the applicant and subject to the provisions of s.80, to the Registrar, and
the tribunal may make such order for making, expunging or varying the entry as
the tribunal may think fit;

I am satisfied that the grounds for rectification have been proved by the plaintiffs :

(1)

The registration was applied for and obtained by Tung Fook (1982) (the first
defendant) in fraud of GDF’s right in the label in that the goodwill in the label
has been vested with GDF. The label had been in use long before Tung Fook
(1982) (the first defendant)’s application in 1993. The label has always been an
integral label incorporating the Pearl River Bridge trade mark and GDF’s name
in Chinese and English. Section 12(1) of the Trade Marks Ordinance provides
that :

(1) It shall not be lawful to register as a trade mark or part of a trade mark any
matter the use of which would be likely to deceive or would be disentitled
to protection in a court of justice or would be contrary to law or morality,
or any scandalous design.

In Re Smith Hayden & Co. Ltd.’s Application (1946) 63 RPC 97, the owners of the
mark “Hovis” opposed to an application to register “Ovax” for impovers and
moistening agents to be used in making cakes. Evershed J. held :

(a)

(under s.11) [i.e. HK s.12(1)] Having regard to the reputation acquired by the
name “Hovis”, is the Court satisfied that the mark applied for, if used in a
normal and fair manner in connection with any goods covered by the
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registration proposed, will not be reasonably likely to cause deception and
confusion amongst a substantial number of persons?

The authors of Kerly’s Laws of Trade Marks and Trade Names (12™ ed.) suggested that
the qualification to the principle should be as follows :

It would seem, however, that on the one hand (a) here should rather read : “Having
regard to the user of the name ‘Hovis’ ...”, whilst on the other hand the
requirement that the deception and confusion be amongst a substantial number of
persons is a judicial gloss which needs to be properly and sensibly applied. Also
the inquiry must now be directed, both for goods and for services, also to marks for
“associated” services or goods.

In Hong Kong Caterers Ltd. v. Maxim’s Ltd. [1983] HKLR 287, Hunter J. held that in
Hong Kong s.12(1) makes the likelihood of deception an independent ground of
objection.

(i)

(ii1)

Tung Fook (1982) was, until 1995, the distributor in Hong Kong of GDF’s
Super Mellow Mijiu. GDF had, by a licence agreement made in January 1994
licensed Foshan Foods to produce the wine and used the label. Tung Fook
(1982) had applied for the registration without notice to or the prior knowledge
or consent of GDF.

In GYNOMIN Trade Mark [1961] RPC 408, a former agent of a foreign
manufacturer, having received in confidence knowledge of the formula of a
product of the principal, marketed the product under a trade mark knowing it to
be a mark of the former principal, and registered that mark. It was held that in
view of the close relationship between the parties and the respondents,
knowledge of the information which was communicated to them in confidence,
they were not entitled to claim to be the proprietors of the trade mark
“GYNOMIN”.

Tung Fook (1982) is not entitled to claim to be the proprietor of the label
because it was merely GDF’s distributor of the Super Mellow Mijiu. The
reputation and goodwill of the label vested in GDF and not in Tung Fook
(1982). Section 13 of the Trade Marks Ordinance enables “any person claiming
to be entitled to be registered as the proprietor of a trade mark™ to apply for
registration. In Re Inescourt’s Trade Mark (1928) 46 RPC 13, a businessman in
Switzerland manufactured and sold self massage rollers under the trade mark
“Le Vampire”. An English merchant imported the rollers to England and
registered the words “Le Vampire” in England. The Swiss merchant applied to
expunge the trade mark from the register. The trade mark was struck off, Eve J.
said :

The result of the evidence is that the mark was used in this country in
connection and as identified with the applicant’s goods before the
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26.

application to register, and when that application was made it was not open
to the respondent to claim successfully any right to the mark for herself.

In the Australian Law of Trade Mark and Passing Off by Shanahan, it is stated
that :

A manufacturer who has applied a mark to goods to indicate that he or she
is the “origin” of the goods is most unlikely to be denied proprietorship
because of the activities of some dealer in those goods. The evidence in
these cases will generally show that in the hands of the dealer, the mark has
retained its initial significance as an indication of the manufacturing source
of the product. The dealer does not establish proprietorship by showing
only that purchasers look to the dealer as the sole supplier of the goods;
they might well do that in recognition of the dealer’s exclusive selling right,
while aware all the while that the mark denotes some manufacturing origin.
This is particularly likely where the manufacturer is actually identified by
the labels or the goods are clearly of foreign origin.

In this case, it is GDF who is identified as the trade source of the wine.”

Mr. Yan submitted that the relevant principles pertaining to the determination

of the true owner of the goodwill in circumstances such as the present case has been succinctly
summarised by the learned author of Wadlow, The Law of Passing Off (2" Edition) 1995
(“Wadlow”), in a passage in paragraph 2.53 which has been cited with approval and applied in
the Guangdong Foodstuffs (supra) at pages 586-590.

27.

Paragraph 2.53 of Wadlow states as follows :

“Prima facie ownership

Goodwill is legal property. It can be assigned by the owner, dealt with in other ways, and
protected against infringement by the action for passing-off. Goodwill is created by trading
activities, but it often happens that more than one business is involved in the sequence which
results in goods or services being made available to the consuming public. If so, then the
question arises of which of those businesses is the owner of goodwill which the law recognises
as damaged when a third party passes off his goods or business as those with which the public is
acquainted. The problem arises in two main contexts. One is where two or more businesses
which have previously worked together fall out. The other is where a passing-off action is
brought by a plaintiff who considers himself damaged by the activities of the defendant but who
is not, in law, the owner of any relevant goodwill.

The factors which influence the ownership of goodwill were encapsulated by Lord Reid in Oert/i
v. Bowman :
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“Bowmans made and marketed the Turmix machines without the appellants [plaintiffs]
having controlled or having had any power to control the manufacture, distribution or
sale of the machines, and without there having been any notice of any kind to
purchasers that the appellants had any connection with the machines.”

There are two distinct, and not necessarily consistent, standards in this passage. One is to ask
who is in fact most responsible for the character or quality of the goods; the other is to ask who
is perceived by the public as being responsible. The latter is the more important, but it does not
provide a complete answer to the problem because in many cases the public is not concerned
with identifying or distinguishing between the various parties who may be associated with the
goods. If so, actual control provides a less conclusive test, but one which does yield a definite
answer.

To expand, the following questions are relevant as to who owns the goodwill in respect of a
particular line of goods, or, mutatis mutandis, a business for the provision of services :

1 Are the goods bought on the strength of the reputation of an identifiable trader?

2) Who does the public perceive as responsible for the character or quality of the goods?
Who would be blamed if they were bad?

3) Who is most responsible in fact for the character or quality of the goods?

@) What circumstances support or contradict the claim of any particular trader to be the
owner of the goodwill? For example, goodwill is more likely to belong to the
manufacturer if the goods are distributed through more than dealer, either at once or in
succession. If more than one manufacturer supplies goods to a dealer and they are
indistinguishable, the dealer is more likely to own the goodwill.

If none of these gives a result, the goodwill may generally be assumed to belong to the actual
manufacturer of the goods.”

To summarise, Mr. Yan contended that two main factors must be considered.

First, who is in fact most responsible for the character or quality of the goods; and who is
perceived by the public as being responsible. If consideration of these factors does not yield a
result, the presumption is that the goodwill belongs to the manufacturer. Mr. Yan argued that it
must be noted that the passage from Wadlow which was cited with approval and applied in the
Guangdong Foodstuffs emphasises that there is a presumption in favour of the actual
manufacturer of the goods. This is re-emphasised in a later message from Wadlow in
paragraph 2.55 which states as follows :

“Ownership of goodwill has almost always been discussed with reference to specific marks, so
that the question “who owns the goodwill of the business in which this mark is used” is
equivalent to “of whom is this mark distinctive”. However, the question of ownership of
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29.

goodwill is broader and more fundamental because goodwill can exist without being attached to
any distinctive trade mark at all. Distinctiveness is a pure matter of fact, but goodwill is legal
property. Virtually every business has goodwill, but not all have a name or mark which is
distinctive of them.

The cases which do not depend on public recognition are particularly difficult to reconcile with
one another, despite the fact that they are relatively few in number. Several in which ownership
of goodwill was the crucial issue lack proper reasoning and treat the final result as self-evident.
Three dubious presumptions pervade many of the cases, only one of which even reflects a rule of
law. This is the presumption in favour of the actual manufacturer of goods. The presumption
ought to be displaced if another party has made a greater contribution to their character or quality
or is perceived as having done so, but is has sometimes been treated as conclusive.”

Mr. Yan said that this presumption in favour of the actual manufacturer of the

goods has also been stated and accepted by all the leading textbooks on the subject. I was
referred to paragraph 2-21 of Kerly which states :

30.

“As pointed out above, there may be cases in which more than one person has a business
connection with goods or services and the question may arise whether the mark indicates a
connection with business A or business B, or with both.

Where one of the two traders is known to the public as the manufacturer, and the other as only a
merchant, the tribunal concerned to decide the question will probably not require very much
evidence to show that it is on the producer’s reputation that the purchaser will place reliance, so
that the real connection indicated is the connection with the manufacturer. The mere fact that, by
contract with the manufacturer, an importer or dealer is given some exclusive right in regard to a
particular territory will not normally give the latter any right to the trade mark. On the other
hand, a trade mark may indicate the goods of an importer or dealer, although, in fact, it has been
applied exclusively to goods of a particular manufacturer. Where an importer, before the trade
mark is known at all in the United Kingdom, has honestly registered the mark as his own, his
right to the mark will not be displaced by the fact that it may become known that the goods so
marked are goods of some foreign manufacturer. The decision in every case depends upon the
particular facts, and the use of the name of a trader on the goods as sold to the public may be a
matter of importance, though not necessarily decisive. The fact that one of the parties invented
the mark is not necessarily material, and a servant can have no claim to a trade mark designed by
him for his employer.”

My attention was also drawn to the textbook Drysdale & Silverleaf, Passing-off

Law and Practice, Second edition 1995, paragraphs 3.13 to 3.14 :

“Reputation as between foreign manufacturer and importer

3.13 It follows that in the case of imported goods, the reputation in the trade marks used is in
all cases the reputation acquired in this country and not abroad. Disputes not infrequently arise
between the manufacturer and importer over who is entitled to the reputation in England. At
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common law as a general rule the owner of the reputation is the foreign manufacturer and not the
importer even if the importer is the sole agent or distributor in this country of the goods in
question. Thus in Goodfellow v. Prince the plaintiff, who was the sole importer of champagne
under the label “Le Court et Cie, Reims”, was held not to have a reputation in that name which
enabled him to prevent others importing champagne of the same manufacture under it. Similarly
in A/B Manus v R. J. Fullwood & Gland Ltd. it was held that the reputation in the word “Manus”
belonged to the Swedish manufacturer and not to the importer of his goods into England.

3.1.4 However, in some cases the importer has been held to be entitled to the reputation in the
mark concerned. This will generally only occur in unusual circumstances, such as where the
importer is perceived by the public as the true source of the goods, the fact that they have been
manufactured by someone else being unknown to the purchasers and thus irrelevant. Thus, inJ.
Defries & Sons Ltd. v. Electric and Ordnance Accessories Co. Ltd. the defendants had acquired
the business of the importers of lamps made to the importers’ order in the USA and sold under
the mark “Stewart”. In an action brought by the US manufacturers it was held that the
defendants and not the plaintiffs were entitled to the reputation in the mark. A case similar in
principle — although here the goods were made in England under licence from the foreign
manufacturer — is Oertli v. Bowman, where the plaintiffs had granted the defendants an exclusive
manufacturing licence to make and sell machines under the mark “Turmix” without first having
imported any significant quantities of machines made by them abroad. The plaintiffs exercised
no control over the manufacture of machines by the defendants during the term of the licence
and it was held that the plaintiffs had accordingly acquired no reputation in the name, nothing
having been done by the parties to make the mark distinctive of the plaintiffs. The defendants
were accordingly entitled to continue to use the mark after termination of the licence for non-
payment of royalties.”

31. The next leading textbook on the subject referred to by Mr. Yan is Shanahan
Australian Law of Trade Marks and Passing Off. 2™ Edition (“Shanahan”). The following
passages at pages 41 and 42 of Shanahan were quoted by Mr. Yan :

“3. COMPETING CLAIMS OF MANUFACTURER AND DEALER

A dispute as to proprictorship may arise between traders connected in the course of trade in
different ways with the same product. Typically, such a dispute will involve the manufacturer of
goods and an exclusive importer or distributor of those goods, and the subject is discussed here
in that context. However, a conflict of this kind might also occur in relation to a service mark
between the performer of the service and the person selling that service, and the stage name
cases discussed in Chapter 21 are in this category.

As this problem arises in its most elementary form, the owner of the trade mark is simply the
trader whose connection with the product is indicated by the use of the mark. That trader would
be the owner at common law, for it would be he or she who could exclude others through
proceedings for passing off. But the inquiry will usually be complicated by other factors. One
party may have registered the mark or have made some independent use of it before the
involvement of the other. The issue may well have been concluded by agreement, either express
or to be inferred from the conduct and relationship of the parties. On occasion, indeed it will be
found that the mark is jointly owned. But though the problem may sometimes defy any simple
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analysis, it will generally be found that if the mark was originally conceived for the purpose of
indicating a particular trader’s connection with the goods, that trader has managed to retain
proprietorship of the mark. The cases fall naturally into two categories, manufacturer’s marks
and dealer’s marks.

Manufacturer’s marks

A manufacturer who has applied a mark to goods to indicate that he or she is the “origin” of the
goods is most unlikely to be denied proprietorship because of the activities of some dealer in
those goods. The evidence in these cases will generally show that in the hands of the dealer, the
mark has retained its initial significance as an indication of the manufacturing source of the
product. The dealer does not establish proprietorship by showing only that purchasers look to
the dealer as the sole supplier of the goods; they might well do that in recognition of the dealer’s
exclusive selling right, while aware all the while that the mark denotes some manufacturing
origin. This is particularly likely where the manufacturer is actually identified by the labels or
the goods are clearly of foreign origin.

As Barwick C.J. explained in Bayer Pharma Pty Ltd v. Farbenfabriken Bayer A.G. :

It may be that, in some circumstances, what begins as a foreign manufacturer’s mark
may in time end as the registrable mark of the local distributor of that manufacturer’s
products or, for that matter, of the distributor’s own manufactured goods. But in such
cases, at least there must be a clear dissociation from the initial significance of the mark
so as to warrant the conclusion that the mark has become exclusively indicative in
Australia of the local distributor’s goods.”

32. My attention was next drawn to Val’s Trade Mark (1923) 40 RPC 103. A
foreign company applied to register a mark consisting of the word “Val” in respect of all
substances used as food or as ingredients in food. The application was opposed by the
company’s sole agent in the United Kingdom on the grounds that the word was invented by
him, that the company was instructed to manufacture goods under the mark solely for him for
sale within the British Empire, and that the expenses of advertising the mark had been borne by
him. It was held by the Comptroller-General that the mere fact of suggesting the word “Val”
gave the opponent no claim to registration; (2) that the facts indicated a joint adventure; (3) that
the mark should be registered in the joint names of the applicant and the opponent; and that the
application should be allowed to proceed on the parties agreeing to this. Mr. Yan said that the
registered proprietor in this case more or less relied upon the same grounds as those relied on
by the opponent in the Val’s case. However, it was held that the opponent could not solely own
the trade mark on those grounds.

33. A subsidiary and alternative ground relied upon by the applicant for removal is
that as the relevant wine exported by the registered proprietor to Hong Kong has, throughout
the years since it was first introduced in 1968, always been produced by the applicant for
removal, the use of the suit marks by the registered proprietor on wine produced from a
different producer would be likely to deceive or cause confusion.
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34.

35.

I was referred to paragraph 2-22, Kerly which states :

“It has been suggested that a mark owned by an importer of foreign goods, whose goods are
known (at least to some customers) to be the manufacture of a particular foreign supplier, might
be deceptive if used on goods procured elsewhere.”

Mr. Yan also relied on the case of “Diehl” Trade Mark [1970] RPC 435 and

quoted to me the following passages by Buckley J. at 445-446 :

“The applicant, though anxious to carry on business in this country, has not yet done so. On the
other hand, the respondent, though much hampered by the applicant’s refusal to supply the
respondent any longer, has managed to obtain some machines and spare parts of the applicant’s
manufacture from other sources and has so far managed to continue dealing in and servicing
such machines, at any rate to some extent.

Are these changes in the situation such that the use of the DIEHL mark by the respondent is now
likely to deceive or cause confusion, and, if so, should it now be expunged from the register or
varied?

In Pan Press Publications Ltd.’s Application (supra) Wynn-Parry, J. reviewed the authorities
and reached the conclusion that where a mark was properly registered in the first instance but has
since become calculated to deceive or cause confusion, the court will nevertheless not expunge it
from the register if the change is due to circumstances over which the owner of the mark had had
no control. The reason for this must, I think, be that the jurisdiction under section 32 is
discretionary and the court will not normally in the exercise of its discretion, deprive a registered
proprietor of a mark of the benefit of his registration where he has not occasioned or contributed
by act or omission to any possibility of deception or confusion which has arisen since the
registration.

In the case of Thorne & Sons Ltd. v. Pimms Ltd. (1909) 26 RPC 221 the defendant had registered
a mark including the words “Glen Thorne, Old Highland Whisky”. The plaintiff had allowed
this mark to go on the register upon the footing that, as was then the case, the defendant would
only sell whisky of the plaintiff’s manufacture known to the public as Thorne’s Whisky. At the
time of registration neither party had any notion that any severance of this relationship between
the parties would occur. The defendant subsequently ceased to buy supplies of whisky from the
plaintiff and began to sell other whisky under the label which constituted the registered mark.
The leaned judge held that the label thereupon began to be calculated to deceive; that is to say, to
deceive members of the public who bought whisky purveyed by the defendant under the label in
question into believing that they were buying whisky made by the plaintiff. The defendant was
directly responsible for any deception of this kind which occurred.

In the present case, on the other hand, there is no evidence to suggest that the respondent has sold
or intends to sell under its registered mark any machine not manufactured by the applicant. The
mark is, in my view, for reasons already indicated in this judgment, distinctive of goods
marketed by the respondent, just as Pimms’ mark was distinctive of whisky sold by Pimms’. It
may be that, if the respondent were to use its registered mark in relation to goods dealt in by the
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respondent but not of the applicant’s manufacture, such use would be held to be likely to deceive
or cause confusion. That state of affairs has not arisen and I am not called upon to decide the
point. So long, however, as the respondent continues to use its mark in respect only of machines
or parts made by the applicant, the use of the mark will in no way deceive the public. The
respondent’s position in the present case is, therefore, very different from that of the defendant
in Thorne v. Pimms.”

36. Mr. Yan submitted that in the present case, the registered proprietor had taken
steps to educate the public that the applicant for removal was the manufacturer of the Zhong Ya
Brand TZEPAO SANPIEN Wine (F[IH/fil= ¥7= #jf1) . The applicant for removal had
ceased to supply the medicinal wine to the registered proprietor for export to Hong Kong since
1995. If the registered proprietor now uses the suit marks on the medicinal wine not produced
by the applicant for removal, that would deceive the public in Hong Kong. Therefore, the
registration of the suit marks should be expunged from the register.

Ms Tam’s submissions

37. Ms Tam submitted that the relevant date for the purpose of considering whether
the suit marks were capable of distinguishing, or were deceptive, is the date of registration.
Evidence of events and circumstances subsequent to the date of registration may only assist in
throwing light on the state of affairs on the date of registration, and also the parties’ intention
and/or agreement on the ownership of the mark, if any. She pointed out that it is trite law that
the burden of proof in this application is upon the applicant for removal. Where a mark has
been long registered, and the validity of the registration depends on facts which existed at or
prior to the date of registration, the court will give the registered owner the benefit of any doubt
(see Kerly, paragraph 11-67, In Re Cheseborough Manufacturing’s TM 19 RPC 342 at 354-355
and In Re Burroughs, Wellcome and Cos. TM 21 RPC 272 at 225).

38. Ms Tam said that it is not disputed that the tribunal prima facie has jurisdiction
to entertain the present application. However, even where a case for cancellation is made out,
the tribunal always has a discretion whether to expunge the entries in relation to the suit marks
from the register (see section 48(1) of the Ordinance and paragraph 11-28 of Kerly).

39. Ms Tam contended that in order to make out a case for removal of the suit
marks, the applicant for removal has to prove that the suit marks were first used in Hong Kong
on the relevant goods by the applicant for removal, not the registered proprietor. This issue
involves determining whether the earliest use of the suit marks in Hong Kong was to indicate a
connection between the goods and the applicant for removal, or the goods and the registered
proprietor. The investigation involves tracing back to the manner of trading in the subject
goods during the period between about 1968 up to the dates of registration of the suit marks in
1988.

- 19 -



40. As regards Mr. Yan’s reliance on paragraph 2.53 of Wadlow and the
Guangdong Foodstuffs as setting out principles in determining the ownership of goodwill in
the suit marks and the prima facie presumption in favour of the manufacturer, Ms Tam argued
that all these principles are set out in the context of passing-off cases, not in the context of
rectification of trade mark cases. Though the Guangdong Foodstuffs case dealt with both
claims of passing-off and rectification of trade marks, the public perception and the control
tests were set out in the case in the context of ownership of goodwill in a passing-off action. In
that case, there was no positive evidence for rectification. Therefore, the court relied on the
same evidence in passing-off and then found the trade mark was obtained by fraud.

41. Ms Tam submitted that where it is rectification proceedings, the reasoning
process and test should not be applied straight away without bearing in mind where the burden
of proof lies. Ms Tam referred me to paragraph 2-15 of Kerly which states as follows :

“In the earlier days of trade marks, the connection indicated was generally with a manufacturer;
and observations may be found in which, no doubt unintentionally, words are used which might
suggest that trade marks always indicated a manufacturing source. Such a limitation has never
been recognised. There have always been instances in which the reputation behind goods was
that of a merchant and not of the actual maker; and in recent times the concept of a trade mark
has had a wider scope than that . The 1905 Act listed the various forms for trade connection that
it recognised — manufacture, selection, certification, dealing — and since it can hardly be
supposed that the present wording is narrower in scope, decisions under that Act admitting
marks as trade marks are still of value. Such a list, however, hardly accords with the flexibility
of organisation that is now customary. It has been said that

‘There is nothing in the Trade Marks Act ... which requires a proprietor of a registered
trade mark to refrain from introducing modifications or variations in the goods to which
he applies his mark or in the manner in which they reach the market. If he should find
it convenient to transfer manufacture from one locality to another, or procure his
supplies from sub-contractors, or arrange for assembly of completed articles by
someone of his choice in lieu of doing it himself, these and a vast number of other
possible changes in procedure are his sole concern. His mark only becomes vulnerable
in this connection if he permits its use in a manner which is calculated to deceive or

2

cause confusion.’

42. In Guangdong Foodstuffs, Ms Tam submitted, GDF is very much in a position
of trader responsible for arranging processing and production. It is not a wine brewery. The
first defendant Tung Fook is like Lee Yuen Cheung Co. Ltd. ( F[Vji= & | 1SN F{J )in the present

case. GDF had applied the trade mark intending the public to recognise it as the origin.

43. The following passages in paragraphs 2-15 and 2-16 of Kerly were cited by
Ms Tam :

“It is in accordance with current business practice that an entrepreneur may do no more than
organise the putting of goods upon the market, and yet may cause them to be marked with his
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44,

45.

mark. It is submitted that the wording of the present Act is wide enough for that to be use of the
mark by him as a trade mark, provided that the purpose of its use is indeed to show that the goods
are his and he retains control over the use made of the mark.

Thus a proprietor of a mark who does not himself manufacture the marked goods nor apply the
mark, but who retains for himself either the power to control the activities of the trader who
actually applies the mark (as where that trader is a subsidiary company of the proprietor), or the
power to ensure compliance with manufacturing specifications or standards of quality that he
lays down, is sufficiently connected in the course of trade with the goods to which the mark is
applied to be properly registered.

The current insistence on control by the proprietor has little logic to it. What matters is that the
proprietor is willing, by authorising use of his mark, to put his reputation behind the goods. How
he satisfies himself that the goods are suitable for this should no more concern the law of trade
marks, than the workshop practices of a manufacturing proprietor do.”

My attention was also drawn to the following passage at page 43 of Shanahan :

“Dealer’s marks

Notwithstanding the difficulties referred to above, there is a class of case in which the mark is
clearly that of the distributor or importer. Here the dealer has “selected” the goods. They have
been made to the dealer’s specifications (to the dealer’s “special order”) by a manufacturer (or
by several manufacturers) who have applied the mark to the goods at the dealer’s instigation to
indicate that the dealer is connected in the course of trade with those goods. In such cases the
dealer will usually have nominated the mark to be used; however, the dealer’s proprietorship is
not based essentially on that circumstance (though it may well be relevant to the implication of
some agreement affecting proprietorship) but on what the mark symbolises, namely, that the

goods have been issued under the “aegis” of the dealer.

Effect of registration

Where one party has registered the trade mark, this could affect the issue of proprietorship in two
ways. First, it might afford some evidence that the other party had recognised the registered
proprietor’s title in the mark (but only where registration was effected with the knowledge of the
other party). Secondly, the registered proprietor will have the usual benefits of registration
including prima facie validity, prescriptive validity and statutory priority.”

My attention was invited by Ms Tam to a number of decisions and I propose to

deal with some of them here.

46.

In Radiation Trade Mark 47 RPC 37, the applicant Radiation Limited applied to

register a trade mark consisting of the word “Radiation” in five classes, the applications of
which were opposed by the opponents. The applicant Radiation Limited also obtained a trade
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mark registration of a similar trade mark in respect of certain gas heating and cooking
apparatus. The opponents also applied to rectify this registration. The main grounds for the
opposition and rectification were first, the trade mark was not capable of becoming distinctive.
Secondly, the mark had not been used as a trade mark and thirdly the applicant had not
themselves used the mark as a trade mark within the meaning of the definition of a trade mark
in the Trade Marks Act 1905. It was held by the Trade Marks Registry that (1) the word
“radiation” was not incapable of becoming distinctive; (2) the word had been used as a trade
mark; and (3) the mark had become, in effect, the house mark of the whole group of companies
formed by the applicant company and their associated companies, or that, alternatively, the
applicant company had used the mark to indicate their “selection” or their “dealing with” the
goods within the meaning of the definition in section 3 of the Trade Marks Act 1905. The
applications for registration were allowed and the application for rectification refused.

The Comptroller-General observed, at pages 42-43 :

“There remains the question whether the word “Radiation” has been used as a Trade Mark by the
Applicants themselves within the meaning of the definition in section 3. It appears that the
Applicants hold practically all the shares in a group of associated Companies by whom the gas
stoves and other articles are manufactured and marketed, and that apart from such manufacture
and sale by the associated Companies the Applicants do not themselves manufacture or sell. The
Applicants, however, control the policy of the associated Companies, they decide whether or not
a particular article shall be produced and sold by the Companies, and they maintain their own
testing establishment and staff of experts who inspect the works of the associated Companies to
ensure that the methods of manufacture approved by the Applicants and a certain standard of
manufacture are maintained. The Applicants further control the patents worked by the
associated Companies and decide whether a patent shall be applied for in respect of any
particular invention and by which of the Companies such patent shall be worked.

On behalf of the Opponents it was argued that there is here no user of the word “Radiation” as a
Trade Mark by the Applicants, that for the present purpose the Applicants and each of the
associated Companies are separate entities, the Applicants merely holding the shares in and
receiving the dividends earned by the associated Companies which have their own individual
Trade Marks, and that the Applicants have merely licensed the associated Companies to use the
Mark “Radiation” and in so doing have destroyed the Mark as a Trade Mark as in Bowden Wire
Limited v. Bowden Brake Company Limited (1914) 31 RPC 385).”

And at pages 43 to 44 :

“Now I think that I ought to treat this question as a practical one, just as I must so treat the
question of distinctiveness of a Trade Mark — See In re Reddaway’s Application, (1927) 44 RPC
27 at page 36. If the associated Companies here concerned, although trading separately, had
been branches of a single Company or firm, the Head Office of which controlled the branches in
the same way as the Applicants control their associated Companies, there is, I think, no doubt
that a Trade Mark could properly be held by the Company or firm as a whole, and I think that,
treating the question as a practical one, I ought not to say that the form or constitution of the
“Radiation” group of Companies is such as to prevent the Applicants from holding a Trade Mark
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which indicates the connection of the whole group of Companies with the goods to which it is
applied. The Mark “Radiation” in this case becomes in effect the House Mark of the whole
group, in addition to which each associated Company (or Branch) may properly use its own
individual Mark.

But, even if | am wrong in looking at the group as a whole for the present purpose, I think that the
terms “selection” and “dealing with” in the definition of a Trade Mark in Section 3 of the Act of
1905 are wide enough to cover the connection of the Applicants themselves with the goods
manufactured and sold by the associated Companies under the conditions I have described. I
think that Mr. Watson was unduly limiting the scope of the word “selection” when he argued that
selection can apply only to goods already in existence. A merchant can, I think, select goods
within the meaning of the definition by ordering them to be made by a manufacturer according to
a given specification; he could, in such a case, arrange for his Mark to be applied to the goods
when they were made and for the goods to be sent direct from the factory to his customer or to
his agent to be sold on his behalf. The action of the Applicants in connection with the goods
made and sold by the associated Companies is, I think, of an analogous nature. The Applicants
select the goods by organising or approving their forms and quality and by taking steps to ensure
that the approved standards are maintained by the associated Companies; and the goods are sold
by the associated Companies for the ultimate benefit of the Applicants to whom all or
substantially all of the profits earned by the associated Companies finally accrue. In these
circumstances, I think that it is not extending the meaning of the word “selection” too far to say
that it covers this action of the Applicants. But, even if the Applicants do not select the goods
within the meaning of the definition, then I think that it may well be that they “deal with” them
for the purpose of that definition — it will be observed that the expression is “dealing with” which
is I think of a wider nature than the expression “dealing in” which probably covers only buying
and selling.”

47. Ms Tam submitted that the Radiation case demonstrated that a more remote
form of trade connection justifies a claim of proprietorship. She pointed out that the United
Kingdom 1938 Trade Marks Act’s definition of a trade mark is wider than that in the 1905
Trade Marks Act.

48. In Impex Electrical Limited v. Weinbaum 44 RPC 405, the plaintiffs obtained
registration as a trade mark in Classes 8 and 13 of the word “Dario” in respect of thermionic
valves. They commenced an action against the defendant for infringing the said trade mark by
selling and offering for the sale goods not those of the plaintiffs’ to which the trade mark had
been applied. The defendant applied for the rectification of the register by removing the said
trade mark therefrom. The defendant contended that, as the plaintiffs imported the goods to
which the mark was applied from a foreign manufacturer who was the registered owner in
France of the trade mark, the mark was not distinctive of the plaintiffs’ goods, and should not
have been registered in their name. It was held by the court that there was no evidence of any
user in this country prior to the application for registration of the trade mark or directed to show
that the mark was not capable of being distinctive in the United Kingdom or that it was not
properly registered, and that there had been bona fide user of such mark. The motion to rectify
was refused and an injunction to restrain infringement and an enquiry as to damages were
granted.
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Tomlin J. said at page 410 :

“It seems to me that the whole contention rests on a misapprehension. For the purpose of seeing
whether the mark is distinctive, it is to the market of this country alone that one has to have
regard. For that purpose foreign markets are wholly irrelevant, unless it be shown by evidence
that in fact goods have been sold in this country with a foreign mark on them, and that the mark
so used has thereby become identified with the manufacturer of the goods. If a manufacturer
having a mark abroad has made goods and imported them into this country with the foreign mark
on them, the foreign mark may acquire in this country this characteristic, that it is distinctive of
the goods of the manufacturer abroad. If that be shown, it is not afterwards open to somebody
else to register in this country that mark, either as an importer of the goods of the manufacturer
or for any other purpose. The reason of that is not that the mark is a foreign mark registered in a
foreign country, but that it is something which has been used in the market of this country in
such a way as to be identified with a manufacturer who manufactures in a foreign country. That,
I venture to think, is the basis of the decision in the Apollinaris case. It seems to me to be the
basis of the decision in the case before Mr. Justice Clauson of Lacteosote Limited v. Alberman,
and it seems to me to be consonant with good sense.

In the present case, there is no evidence that anybody ever used in this country the word “Dario”
in connection with any goods at all or that the word “Dario” has become associated with any
goods at all. The only evidence is that, after the plaintiffs had registered their mark, somebody
introduced goods into this country with the mark upon them, and why that should not be an
infringement of the mark, if it is properly on the register, I am unable to understand. The mark
may not have been properly put upon the register because it was not distinctive; but there has
been no evidence before me directed to showing that it was not capable of being distinctive.
There is no evidence before me upon which I can come to the conclusion under section 37 that
the registration was not with a bona fide intention to use the same in connection with any such
goods. There has in fact been, in my judgment upon the evidence, bona fide user in connection
with the goods, and that being so, it seems to me impossible to say that a case is made out under
section 37 for the removal of this mark.”

49. Ms Tam then cited the case of Aristoc v. Rysta 62 RPC 65 in order to indicate
the nature and function of a trade mark. Ms Tam submitted that it was held in that case the user
in connection with a repair service was not a trade mark user within the meaning of section
68(1) of the United Kingdom Trade Marks Act 1938 as it did not denote a “connection in
course of trade” within the meaning of that section. A trade mark had always been used to
indicate the origin of the goods, and the Trade Marks Act, 1938 had not changed that
fundamental conception of a trade mark. It was not appropriate to use a trade mark to denote a
temporary connection with the goods such as a repair service.

Lord Wright observed at page 82 :

“The definition of trade mark in the Act of 1905 was much narrower than that in the Act of 1938.
But the Assistant-Comptroller relied on a decision of the Comptroller under the Act of 1905, the
Bradford Dyers case, reported in 45 RPC, Appendix, page vi; in that case registration of a trade
mark for a concern which dyed and finished cloth which it had not manufactured, was upheld.

- 24 -



But two points are to be noted. In that case the applicants were specialists who carried out
particular processes in the course of and as part of the manufacture, and did so before the goods
were offered to the public in the market. It might thus be said that the goods at the particular
stage of the production were the goods of the proprietor of the trade mark by virtue of
manufacture, which was enough under the definition in section 3 of the Act of 1905, even
though the applicants there were merely sub-contractors to carry out the particular processes
which had to be completed before the principal manufacturers could place the goods as vendible
goods on the market. The facts of that decision did not therefore furnish any parallel for what the
respondents claim to do if they are able to register the trade mark.

The question must now be approached on the basis of the definition in section 68 of the Act of
1938, and in particular the words “used or proposed to be used ... so as to indicate a connection
in the course of trade between the goods” and the proposed proprietor of the mark. These are
indeed very general words, which replaced the catalogue of specific kinds of connection
contained in section 3 of the Act of 1905. They undoubtedly changed the law to some extent, but
they did not, in my opinion, change the fundamental idea of the function of a trade mark, which
was to indicate the origin of the goods. Lord Macmillan in Bass v. Nicholson, [1932] A.C. 130,
was fully justified in dwelling on this aspect. I need not repeat the authorities under the old law
which support him. I do not think so radical a change in the law could have been intended or can
be taken to have been intended by the actual change in language made in the Act of 1938.
According to established rules for the interpretation of Statutes, much more specific words
would have been necessary. There is a fundamental difference between the “origin” of goods,
that is between that which gives them their permanent and essential character before they leave
their source of origin, and a mere repair or processing which may be done at any subsequent time
and is merely partial and evanescent, like the repair of “ladders™ in stockings or the processing or
servicing of goods which does not affect their essential character. The word “origin” is no
doubt used in a special and almost technical sense in this connection, but it denotes at least
that the goods are issued as vendible goods under the aegis of the proprietor of the trade
mark, who thus assumes responsibility for them, even though the responsibility is limited
to selection, like that of the salesman of carrots on commission in Major v. Franklin, [1908]
1 K.B., 712. By putting them on the market under his trade mark he vouched his
responsibility, and the carrots were “his goods” by selection though he was neither the
owner nor grower of them. The limitation in the Act of 1938, “in the course of trade”,
sufficiently, in my opinion, preserves the essential and characteristic function of the mark.
The proprietor is required to be a trader who places the goods before the public as being
his goods (my emphasis). (Ms Tam submitted that this dicta is highly relevant to the
present proceedings.) That is the vital connection, not some later partial and ephemeral
attribution to someone else. “Trade” is a very wide term : it is one of the oldest and commonest
words in the English language. Its great width of meaning and application can be seen by
referring to the heading in the Oxford English Dictionary. But it must always be read in its
context. That gives it the special connotation appropriate to the particular case. In the Act of
1938 the context shows that “trade” refers to selling or otherwise trading in the goods to which
the mark is applied. Thus in section 26(2)(6) we find the words “goods to be sold or otherwise
traded in”, the same collocation of words is found in section 31; and again in section 68 in the
definition of limitations. These instances show that “trade” is here used in the particular sense of
merchanting, selling or the like, which would nowadays include the more modern practices of
hire purchase, leasing (for example, of valuable machines), letting out for public use, exporting,
etc. But equally it is clear that repairing or processing or the like is not included because it is not
trade in the particular sense intended. This construction is consonant with the established user in
the past of the word “trade mark™ and the established definition of its functions. In my opinion
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the Comptroller ought, in exercising his jurisdiction under section 17 of the Act, to have refused
to register the trade mark. The registration should in my judgment be held invalid.”

50. Ms Tam submitted that the case Diehl TM [1978] RPC 435 is of particular
application to the present case. In 1953, the applicants for rectification of the register of trade
marks entered into an agreement with the registered proprietors, the respondents on the motion
for rectification, whereby the respondents became the sole United Kingdom agents for the sale
of the applicants” DIEHL calculating machines manufactured by the applicants in Germany.
Substantial trade was carried out under the agreement before its termination in 1966, the
products sold under the mark DIEHL bearing a name plate indicating their manufacture by a
German company of that name, as well as a second plate affixed by the respondents bearing
their corporate name which included the word “Diehl” and the addresses in London,
Birmingham, Manchester and Glasgow. The respondents carried on a substantial service
organisation for the maintenance of the calculating machines sold by them, but the German
origin of DIEHL goods was known to most of the purchasers. In 1956, the respondents applied
without the knowledge or consent of the applicants to register the mark DIEHL. When the
respondents had secured the registration they informed the applicants. In 1966 a dispute arose,
the agency agreement was terminated, and the applicants ceased to supply the respondents with
any more machines. It was held that as by section 46 of the Trade Marks Act the fact of
registration was prima facie evidence of the validity of the original registration, the onus was
on the applicants to displace this prima facie evidence. On the evidence it appeared that the
mark DIEHL was not manifestly a manufacturer’s mark, but was equally appropriate as an
importer’s mark and in these circumstances it was not possible to conclude that the applicants
had displaced the prima facie evidential effect of the registration of the mark.

51. I was next referred to J. Defries and Sons Limited v. Electric & Ordnance
Accessories Co. Ltd. (1906) 23 RPC 341. The plaintiffs were the American manufacturers of
electrical lamps. In 1896 an English Syndicate called the “Stewart Electrical Syndicate Ltd.”
began to sell in England lamps made to their order by the American company, and sold by them
under the name “Stewart Arc Lamps”. In 1903, the syndicate was wound up, and in 1904 the
Receiver sold its goodwill and its rights to the use of the word “Stewart” in connection with the
goods by auction to the defendants, who continued the sale of the goods under that name. The
plaintiffs having commenced to sell similar goods under the name “Stewart” sought an
injunction to restrain the defendants from selling them under that name. The defendants
thereupon counterclaimed for similar relief. It was held that the word “Stewart” as associated
with the goods in question was the sole property of the syndicate and its successors the
defendants, and the plaintiffs’ action was accordingly dismissed, and an injunction granted to
restrain the plaintiffs on the defendants’ counterclaim. (Semble) It seems that “where A in
Great Britain orders a certain article to be made for him abroad by B, and it is so made to his
special order and imported by him into Great Britain, where he sells it under a name which
comes to be associated with it, B cannot stop A from getting the very same article made in
Great Britain or elsewhere and selling it under that name”.

Mr. Yan’s submissions in reply
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52. Mr. Yan made the following submissions in reply on law. Mr. Yan said that
Ms Tam sought to distinguish the Guangdong Foodstuffs case and the passages from Wadlow
by saying that they are to do with passing-off, not to do with ownership of trade mark. Mr. Yan
said that this is wrong. If one reads the Guangdong Foodstuffs case properly, one would know
that Mr. Justice Cheung had to consider both the issues of passing-off and ownership of trade
mark in that case. He considered the passing-off action first. He applied the public perception
and control tests to the facts of that case and arrived at the conclusion that the goodwill in the
trade mark was vested in GDF. He then went on to consider the rectification action and
concluded that the trade mark should be rectified by removing it from the register since the
goodwill in the trade mark was vested in GDF. When considering competing claims for trade
marks between a manufacturer and an exporter as the present case, Mr. Yan submitted that the
same public perception and control tests should be applied.

53. Regarding the Cheseborough and Wellcome cases which were relied upon by
Ms Tam in support of her submission that the trade mark registration is prima facie evidence of
validity, Mr. Yan submitted that they are cases which deal with distinctiveness. Mr. Yan said
that if you apply to rectify a trade mark which has been registered for a long time on the ground
that the mark was not distinctive as at the date of registration, the court would be very cautious
since the test of distinctiveness changes with time. Therefore there is a heavy burden on the
applicant for rectification to prove that as at the registration date, the trade mark was not
distinctive.

54. Mr. Yan submitted that the J. Defries case is totally different from this case.
The trade mark in issue in that case is the name of the English Syndicate ordering goods from
the American company. Since the mark “STEWART” is the name of the English company, the
court held that the trade mark belonged to the English company. The mark “STEWART” had
never been the trade mark of the American manufacturer.

55. Mr. Yan submitted that the Diehl case is a very problematic case. As pointed
out in footnote 30 on page 41 of Shanahan, the Diehl case has been doubted and much
explained in later cases in Thunderbird Trade Mark [1976] RPC 285 at 292 (H.C.) and Tai Muk
Kwaiv. Luen Hup Medical Company [1988] 14 IPR 484 at 494 (H.C. of Singapore).

The governing law

56. I have carefully considered the submissions made by Mr. Yan and Ms. Tam and
all the legal authorities referred to me by them. To start with, I would like to set out those basic
legal principles applicable to these proceedings. Under section 29 of the Ordinance, in all legal
proceedings relating to a registered trade mark (including applications under section 48) the
fact that a person is registered as proprietor of such trade mark shall be prima facie evidence of
the validity of the original registration of such trade mark and of all subsequent assignments
and transmissions thereof. It is trite law that the burden of proof in these applications is upon
the applicant for removal to prove that the entry of the suit marks had been made without
sufficient cause as the registered proprietor was not the rightful proprietor of the suit marks.
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The relevant date for evidence as to whether the registered proprietor was the rightful
proprietor of the suit marks was the date of application for registration (see Chi Wing and
another v. Bensunville Limited [2002] HKLRD 257 at 270-271). For trade mark nos. B2334
and B2335 of 1993, both of their dates of application for registration are 21 June 1988.
Regarding trade mark no. B861 of 1994, the date of application for registration is 6 September
1988. I shall hereinafter refer to these two dates as “the relevant dates” in these proceedings. |
cannot take into account post-application matters except those which may assist in throwing
light on the state of affairs on the relevant dates.

57. I now go on to consider the substantive law which should govern the present
proceedings. Under section 2(1) of the Ordinance, a “trade mark relating to goods” means “a
mark used or proposed to be used in relation to goods for the purpose of indicating, or so as to
indicate, a connection in the course of trade between the goods and some person having the
right either as proprietor or as registered user to use the mark, whether with or without any
indication of the identity of that person”. The quoted passage by Lord Wright in the case of
Aristoc v. Rysta (see paragraph 49 above) gives a very clear explanation of what a trade mark
under the corresponding section 2(1) of the Ordinance in UK is and does function. I do not
intend to repeat them here.

58. The proprietor of the trade mark relating to the goods is required to be a trader
who places the goods before the public as being his goods. “Connection in the course of trade”
can be by way of manufacturing, merchanting, selling, leasing, letting out for public use and
exporting, etc. In cases in which more than one person has a business connection with the
goods like the present one, the mark may indicate a connection with the manufacturer or the
exporter, or with both depending on the facts and circumstances of the case. The owner of the
trade mark is simply the trader(s) whose connection with the product is/are indicated by the use
of the mark.

59. What are the tests to determine the connection that is indicated by the use of the
mark? Mr. Yan tried to convince me that they are the control and public perception tests
mentioned in Wadlow which were cited and applied in the case of Guangdong Foodstuffs. In
my view, the two tests are appropriate when we determine the ownership of goodwill in the
goods or business in the context of a passing-off action. They cannot be adopted directly as the
only tests to determine the ownership of the trade mark in the context of the present
rectification proceedings. It is clear from the Guangdong Foodstuffs case that Mr. Justice
Cheung only applied the control and public perception tests in determining the ownership of
goodwill in the wine in a passing-off action.

60. Mr. Yan also submitted there is a presumption that the goodwill belongs to the
manufacturer of the goods. He said that this presumption has been stated in Shanahan and cited
with approval in Guangdong Foodstuffs. 1 do not think that Mr. Justice Cheung accepted the
presumption as a principle of law in the case of Guangdong Foodstuffs. Mr. Justice Cheung
said at pages 628 and 629 of the case :
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“(7) The manufacturer as owner of the goodwill

Mr. Tang SC referred to Passing Off Law and Practice (2" Ed.) by Drysdale and Silverleaf at
para. 3.13 in which it was said that :

... Disputes not infrequently arise between the manufacturer and importer over who is entitled to
the reputation in England. At common law as a general rule the owner of the reputation is the
foreign manufacturer and not the importer even if the importer is the sole agent or distributor in
this country of the goods in question.

In Van Zeller v. Mason, Cattley & Co (1907) 25 RPC 37, a wine vineyard known as the Quinta
de Roriz and a wine shipping business were originally in the same hands but belonged to
different owners at a later date. After the severance, the successors of the wine shipping
business registered Kopke Roriz as a trade mark for wine. The owner of the vineyard applied to
restrain the owners of the Kopke business of this mark. The defendant shipped to the English
market wine of the Kopke Roriz brand although such wine did not contain the products of the
vineyard. The court held that the defendants passed off the goods of the defendant as and for the
goods of the vineyard.

Many of the cases in this area arose as a result of the dispute between the manufacturer and the
importer. However, the conflicting claim of the manufacturer and the importer is not the only
situation when one considers the ownership of the goodwill. Hence, I do not find it helpful to
rely, as a principle of law, that the goodwill or reputation belongs to that of the manufacturer.
Mr. Tang SC is of course right when he said that the mere fact that there was a trade connection
between the product and its owner is not sufficient to establish an ownership of goodwill. The
trade connection cases relied by the plaintiffs are illustrations of the control exercised by a trade
mark proprietor who himself is not the manufacturer. In this case, GDF has clearly satisfied the
control test in establishing the ownership of goodwill in the two wines and is successful in its
claim based on passing oft.”

61. Having said the above, I do not mean that the two tests should be totally ignored
in determining the crucial issue of the present case, that is, whether the manufacturer or
exporter is the proprietor of the suit marks. It is clear from the various authorities referred to
me by Counsel that in determining whether the suit mark indicates a connection in the course of
trade between the goods and the applicant for removal as the manufacturer or the registered
proprietor as the exporter or both of them, all the facts and circumstances of the case have to be
taken into account including the two tests. After all, the decision in every case depends on the
particular facts.

62. The factors to be taken into account include who is in fact most responsible for
the character or quality of the goods, who is perceived by the public as being responsible,
whose reputation the purchasers will place reliance, whether there are agreements, express or
implied, between the parties as to the ownership of the trade mark, who has control over the use
of the mark and whether one party has made some independent use of the mark before the
involvement of the other, etc. However, it is settled law that the exporter or dealer does not
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establish proprietorship by showing only that purchasers look to the dealer as the sole supplier
of the goods; they might well do that in recognition of the dealer’s exclusive selling right, while
aware all the while that the mark denotes some manufacturing origin. It was also held in some
cases that the fact that one of the parties invented the mark is not necessarily material.

Findings of facts

63. The evidence in these proceedings is voluminous and lengthy submissions on
evidence were made by Mr. Yan and Ms Tam. However, I do not think I need to repeat them
all here. I prefer to go straight to set out my own findings of facts.

64. Before I set out my findings of facts, I have to first deal with the admissibility of
the witness statements attached to exhibit 14 to Li Hong-jun ( % {# % ) s statutory declaration

filed by the registered proprietor under Trade Marks Rule 26. Mr. Yan objected to the
admissibility of the witness statements. He submitted that none of those statements were made
under oath. No weight should be given to them at all since the witnesses cannot be tested by
way of cross-examination. In my opinion, the witness statements annexed as an exhibit to the
statutory declaration of Li Hong-jun ( %1 {# ) are undoubtedly hearsay. There is nothing in

that declaration explaining why the witnesses could not give the evidence by means of
statutory declarations as required by section 83 of the ordinance. As to the admissibility of
hearsay evidence in opposition proceedings before the Registrar, I would like to refer to a
useful passage found in the decision dated 14 September 2000 of the hearing officer Mr.
Kestutis Kripas at pages 13-14 which states as follows :

“53. The applicant bases its entire evidence on the aural dissimilarity in the respective
words, relying on the expert opinion of Dr. Kwong. This opinion is contained in a report
annexed as an exhibit to the Statutory Declaration of the applicant’s solicitor. There is nothing
in that Declaration explaining why Dr. Kwong could not give his evidence by means of a
Statutory Declaration as required by section 83 of the Ordinance. The purpose of requiring
written evidence to be given on oath or by solemn declaration is that it binds the maker to the
truth of that evidence on penalty of perjury. This is an important consideration when the tribunal
is deprived of observing the demeanor of a witness-in-chief and under cross-examination.

54. Mr. Stewart objects to the admissibility of the report. There is no question that the
report is hearsay. In determining whether I can nevertheless admit the evidence and assign what
weight I can to it, I must consider the effect of section 15(5) of the Ordinance. That subsection
provides that the decision of the Registrar in opposition proceedings shall be subject to appeal to
the Court. Section 83(1) of the Ordinance provides that :

‘In any proceeding under this Ordinance before the Registrar, the evidence shall be given
by statutory declaration in the absence of directions to the contrary. (There were no
directions to the contrary.) ... Any such statutory declaration may in the case of appeal be
used before the Court in lieu of evidence by affidavit ...’
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55. The effect of this is that, whereas on appeal, the Court could have regard to what Mr.
Kam Wai-mei’s declares to be true, they could not have regard to the “evidence” of Dr. Kwong
as that is “given” otherwise than by statutory declaration, on oath, or by affidavit. It would be
wrong in principle that I should have regard to evidence which would not be available to an
appellate Court. This view is in accordance with the view taken by Mr. Justice Ferris in ST.
TRUDO Trade Mark [1995] RPC 370 where he held that the Registrar in the UK was bound by
the strict laws of evidence and thereby conducted “civil proceedings”. On the law relating to
hearsay evidence in civil proceedings as it stood on 13 January 1994 (section 46 Evidence
Ordinance Cap. 8) I cannot admit hearsay evidence. For these reasons I consider the evidence of
Dr. Kwong as inadmissible.”

65. If the tribunal conducts what amounts in law to civil proceedings, it is precluded
from, at least at the date of 27 June 1998 (the date of commencing the present proceedings) at
which I must apply the law, accepting hearsay evidence. For these reasons, I consider the
witness statements inadmissible.

66. I now move on to set out my findings of facts. I find the following facts
established by the evidence filed in these proceedings.

67. The registered proprietor was originally named as “f[I[g#+ & ** ﬁj?‘ I Hoin
ﬁj” which was founded in October 1949. Its name had been changed from time to time. Its
name was changed to “f[ I % Bt +  ySEH 120 ﬁjﬁ Hoin ﬁj” in February 1961 and to “f[I
EUUEU el SERNNEN ﬁj” in April in the same year. It was renamed as “f[1[g % % + & 1%
AN IRN AN (e e 3 %Fﬁﬁlﬁ} Yl in August 1964 and as “f[ i @‘F'rfﬁ:i%ﬁ[',[ I
(Sl S5 ﬁJ” in 1972. In November 1986, its name was changed to “[| 1[5/ 3 [l lﬁifﬁ[hl%
prs ﬁJL[ ACE2ED ﬁj”. In December 1988, its name was changed to the present name of
the registered proprietor “[[f gh?f%[ﬁi[ﬁifﬁ# dEH ’F[J” (see paragraph 4 of and exhibit 3
to Li Hong-jun ( %1 {# ) ’s statutory declaration).

68. The registered proprietor was a state-operated corporation and specialised in
the import and export of medicinal and health products from the Shangdong province. It
handled more than 200 products including Chinese medicinal plants, Chinese patent
medicines, medicated liquor, health products, pharmaceuticals and preparations, medical
intermediates, medical instruments, biochemical medicines and preparations, medical
materials and medical apparatus. Amongst them, more than 20 items were very popular
overseas which included Zhong Ya Brand Zanpien (HIEH’%EE ") products consisting of
TZEPAO SANPIEN Wine (% #¥= #fijf1) , TZEPAO SANPIEN Pills (% #/= i) and
TZEPAO SANPIEN Extract ( = &= E@ﬁj )(see exhibit 1 to Li Hong-jun ( % ¥ {£ )’s statutory
declaration which consists of various catalogues issued by the registered proprietor, in

particular page 14 thereof which contains a photograph of all the three aforesaid Zhong Ya
Brand TZEPAO SANPIEN products).
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69. On page 30 of exhibit 1 to Li Hong-jun ( % J# £ )’s statutory declaration which

consists of an introduction to a catalogue of products issued by the registered proprietor, it is
stated in its first three paragraphs as follows :

“SHANDONG MEDICINES & HEALTH PRODUCTS I/E CORP. located the seashore city
Qingdao which is mainly opening port, is a state-operated, large foreign economic and trade
specialized corporation with a long history of more than 40 years. It chiefly deals in
pharmaceuticals, Chinese traditional medicines, health products, etc.

Foodstuffs & beverage branch, one branch of the corp. not only deals in patent medicine liquor,
health products, foodstuffs and beverage, but also deals in the commodities allowed to be freely
created by the state policy such as textiles, knitwear, native produce, chemical products, arts &
crafts, building materials, etc.

IT’s Zhongya Brand Tzepao Sanpien Jiu and Zhanqiao Brand Special Quality Ling Zhi Jiu that
are famous for notable curative effect, rich mellowness and steady quality at home and abroad.
Our branch has handled the two above-mentioned for more than 20 years and become the largest
exporter in China. At the same time, we also keep developing new products with increasing
variety and scale.”

In my view, the Zhong Ya Brand TZEPAO SANPIEN ([ Ifn/fil=%7= #l) products were
flagship products handled by the registered proprietor which were specifically mentioned in its
catalogues.

70. The applicant for removal was established in 1892. As at May 1987, it had two
production factories, six production workshops, two maintenance workshops and two grape
vineyards. Its main products included brandies, grape wines and medicinal wines (see the
feasibility study report in exhibit 15 to Li Hong-jun ( % ¥# {£ ) °s statutory declaration). It was

the producer of Zhong Ya Brand TZEPAO SANPIEN Wine ( fl1FRAfI= %= HT)1)

71. There is a great dispute between the applicant for removal and registered
proprietor as to their relationship and roles in the developing, producing and marketing of
Zhong Ya Brand TZEPAO SANPIEN Wine ([ R = = H1) . Amongst the evidence
produced by the parties, I find that the evidence produced in exhibit 15 to Li Hong-jun ( % J#
f& ) ’s statutory declaration is the best evidence in throwing light on the relationship and roles
of the parties as at the relevant dates. Unlike many of the other pieces of evidence which were
prepared by either the applicant for removal or the registered proprietor after the parties’
relationship had broken down and specifically for the purpose of the present proceedings, the
documents in exhibit 15 to Li Hong-jun ( % 1} {# )’s statutory declaration were prepared jointly
by both parties at a time when they were still on good terms. More importantly, they were
prepared immediately before the relevant dates reflecting the reality at the material time. Last
but not least, they were not prepared in contemplation of the present proceedings and were
therefore presumably not self-serving.
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72.

A number of Chinese agreements were produced in exhibit 15 to Li Hong-jun

(Z 1 {£) ’s statutory declaration. I propose to deal with them one by one in chronological

order :

(1)

An agreement entitled “~ B7Ta T # | ” dated 13 March 1987 (“the 1987
; 1
agreement”) :

(a) Parties:

The parties to the agreement were set out in Chapter 1 of the 1987
agreement. The applicant for removal was Party A (['!'# ) and the

registered proprietor was Party B ( ¢7F ) .

(b) Aim:

The aim of the agreement was clearly set out in its recital which states as
follows :

P TE < ;ja# ~ W RS £ rgg [Jt;I£>;f—FETﬁI’ L E
T =k A BT 2 = H'D'F‘ﬁ[ﬁxlﬁiﬁp‘t“r[ RN RN o3 2 Rl
= ?ﬁ?’fﬁp ’ ﬁ%ﬁ?fﬁw 'éﬁ%lﬁjjﬁ%l > SETIENE VETR > S SR R
Bl o BRI CAIGRE RS R I AHGE S D AT fUElRE R > TR
f%’}%ﬁ([{l, RIES |BE IR L RLAE > 1 .—:}iraﬂr =t H‘;Likl eSS T
PRI R B e 81 i

It is clear that the aim of the agreement was to set up a joint venture
namely, “[![fN J(I’F BT ST ﬂ ff'?; E?H'.FF[II;E—“«E‘IE & between the
applicant for removal and the registered proprietor in order to improve the
quality of the medicinal wines by reforming the production technology
and to increase the quantity of production to meet the needs for export.
The joint venture was set up on the basis of the medicinal wine workshop
of the applicant for removal.

(c) Business scope and scale of the joint venture :

Chapter 2 of the 1987 agreement states the business scope and scale of the
joint venture. The material terms are as follows :

BT it i

o
3
i
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(d)

(e)

ISOPSE i Sl ZE: 3 el ME S SR U Ve UURE L Y
MR SR g e N (S TR

e

L IS US UOR REEr G PR e
2,000p {110 % F}F—F"“* ﬁrf'r i U T JEH%I*J Ll'[ [HY1,300p7 > 33 £]]2,000
P T HESO0 R (H Pl = 2 = BP170007 )

BV BRE P lﬁ‘#‘p[ &ty N 19 R G
i “J‘:Ff ] F"“”'ﬁé?“ﬁl R IS R I ST
AN I?ﬁiw , Jm JDH',L BT - T b -

The business scope of the joint venutre was to produce and export
medicinal wines and health products including TZEPAO SANPIEN Wine
(= %= BTl1). Both the applicant for removal and registered proprietor
agreed to reform the production technology of the applicant for removal’s
medicinal wine workshop in order to achieve a capacity of producing
2,000 tonnes medicinal wine a year within four years after the setting up of
the joint venture. I find that it was envisaged that two types of products
would be produced under the joint venture : products for export and
products for internal sale. For the TZEPAO SANPIEN Wine ( = 7= Hffi
1) produced by the joint venture for export, the export and sale overseas
would be the responsibility of the registered proprietor whereas the
internal sale of the surplus of the export products after having fulfilled the
target of export would be the responsibility of the joint venture.

Regarding the TZEPAO SANPIEN Wine (= #7= #iJ'1) produced by the
joint venture for internal sale, the sale of it within the Mainland would
continue to be the responsibility of the applicant for removal.

Share of capital investment and profits :

Chapter 3 of the 1987 agreement governs the sharing of capital investment
and profits. I do not find it necessary for me to go into the clauses in this
chapter in detail. The point that I would like to make from those clauses is
that both the applicant for removal and registered proprietor were liable to
contribute to the capital of the joint venture and share profits therefrom.

Obligations :

Chapter 4 of the 1987 agreement lays down the respective obligations of
the applicant for removal (Party A “F'!™#;”) and the registered proprietor

(Party B “ ¢7”") under the joint venture. Clause 13 provides that :
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It is clear from obligations 2, 3, 4 and 5 of the applicant for removal that it
was responsible for the daily running of the joint venture which produced
the TZEPAO SANPIEN Wine ( = #7= HJ'1 ). It was also responsible for
quality testing of the wine products and supplying the registered proprietor
with TZEPAO SANPIEN Wine (=7~ #Z]/1) which conformed to the
quality for export. As for the registered proprietor, by obligation 1 of the
registered proprietor, it was responsible for bringing in the necessary
facilities from overseas and raising the necessary funds for importing such
facilities. Pursuant to obligation 2, it was responsible for the export sale of
the products of the joint venture. It was obliged to buy the products from
the applicant for removal at a reasonable price. When the price for the raw
materials of the wine fluctuated which affected the production costs by
more than 1.5%, the applicant for removal and the registered proprietor
would negotiate for practical measures (including price adjustment for the
products) to maintain a reasonable profit for the joint venture. Under
obligation 3, the registered proprietor was responsible for the supply of
imported raws materials for the wine and for assisting the joint venture to
solve any problems regarding the lack of supply of raw materials for the
wine within China. By obligation 4, the registered proprietor was
responsible for providing overseas market information.

Term of the 1987 agreement :

Pursuant to clause 14 of the 1987 agreement, the term of the joint venture
agreement was 15 years.

The Board of Directors :
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Chapter 6 of the 1987 Agreement provides as follows :
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The Board of Directors of the joint venture consisted of eight members,
four from the applicant for removal and four from the registered
proprietor. The Chairman of the Board would be appointed by the
registered proprietor whereas the Vice-Chairman would be appointed by
the applicant for removal. The Board of Directors were the highest
authority of the joint venture responsible for deciding on and dealing
with all the important matters of the joint venture. In my opinion, both
the applicant for removal and registered proprietor had equal
representation on the Board and none of them had a dominant role.

(2) Feasibility Study Report made in May 1987 :

(a)

Parties and Aim :

This report was jointly prepared by the applicant for removal and the
registered proprietor. The project name of this feasibility study report is
“'}(’F"[@;'%H}F ﬁj?ﬁ*m[ = E@ilﬂ'lﬁﬁh'%ﬁ Hd”. The parties which
were stated to be in charge of the project were the applicant for removal
and the registered proprietor. The main purpose of this report was to
study the feasibility of improving and reforming the production
technology of the applicant for removal’s medicinal wine workshop in
order to achieve a target of exporting 2,500 tonnes of medicinal wine
including TZEPAO SANPIEN Wine (= ¥/= Hffijf1) . The significance
of'this feasibility study report for the purpose of these proceedings is that
before setting out the feasibility study, the report traced the history of the
production of the medicinal wine including TZEPAO SANPIEN Wine
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(b)

= = W1 ) as background information. Such background

information throws light on the relationship and the roles of the applicant
for removal and registered proprietor at the material time.

Material Clauses :

Clause 3 on page 4 of the feasibility study report provides that :

“3, L =N Y RES Sy CIRE LS (RS = ﬁﬁ?ﬁ'ﬁf@%{{[@‘?‘
%I’%’l@’ﬂ[fﬁﬁ'ﬁ[ SR T 2 R F”@‘W‘FIF[ RIS g = Rt
fmﬁrggk;ﬁju i Eiftﬂgyl gg%g{pzwj EUR] - b a*[[ﬁ Fj{aF[?‘“ Rk
W W E _’_—%‘FFF#[ if '*f E“FT, Filak~ ngﬂﬁfij

I accept the submissions of Ms Tam that this clause clearly documents
how the TZEPAO SANPIEN Wine (= 7= #{l1) came to be born. It
was created according to the international market situation and concrete
requirements provided by the registered proprietor to the applicant for
removal. The registered proprietor also guaranteed the supply of raw and
packaging materials for the wine. The final products TZEPAO
SANPIEN Wine ( = %= H{7j]'1 ) were all exported, marketed and sold by
the registered proprietor. It appears that Clause 3 was drafted by the
applicant for removal as it starts with “Fy/f” meaning “my factory”.

Clause 4 on page 4 of the feasibility study report states that :

4o [T FSRRERPTTEIRE » L ST G S (] R
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55 [ LK AIRE200 4 =400 4K o B HIRLE TS BT
(1984@) T IE.LBf'ﬁT ﬁJEé%Of&ﬁ oo o 2 BRI IEIA S

= il lﬁmhf %:WF TE’H]#TF)F N o BT EL P RS R b S
1?" PRSP ERLTE TR Y -

In my view, it was specifically acknowledged by the applicant for
removal in clause 4 that TZEPAO SANPIEN Wine ( = %= {1 ) is the
registered proprietor’s holding company’s flagship brand. Again, clause
4 appears to have been drafted by the applicant for removal as it starts
with “fl 5" Z5 5" meaning “since my factory”.

Clauses 3, 4 and 5 on pages 5 and 6 of the feasibility study report state as
follows :
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Once again, the applicant for removal acknowledged in the feasibility
study report that the supply of the raw materials for producing the
TZEPAO SANPIEN Wine (= # = #ijf1) was guaranteed by the
registered proprietor. In a way, the quality of the TZEPAO SANPIEN
Wine (= %= Hlijf1) was guaranteed by using good quality raw
materials.

Z REREL 1B A 12383 made on 10 May 1988 :
1 -

This is the first supplemental agreement to the 1987 agreement (“the first
supplemental agreement). It recorded that the joint venture between the
applicant for removal and the registered proprietor namely, “}f7 Fi e )] _‘%E@

[AEN C r"ﬁ% Freli[ BBV was set up on 4 November 1987
(a)  Parties :

The first supplemental agreement was made between the registered
proprietor as Party A (['I't; ) and the applicant for removal as Party B
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(b)

(©)

( KRBl TherewasaPartyC (7715 ) namely, “[ I[N i+ A&
2 fIJ i F[ B8 f[J which I think was a company assoc1ated with the
registered proprietor. In the first supplemental agreement, a reference to
the registered proprietor (Party A) (F''#) included a reference to the
associated company (Part C) (]*| ).

Aim of the first supplemental agreement :

The aim of the first supplemental agreement was stated in the first
paragraph thereof which reads :

C T E TR ORI p[*a%ﬂﬁ?%ﬁ;ﬁé_ H*ﬁ%j,ﬁg iﬁqku » T I j{pﬁ J}k’sr
ISP S O A g e i 74
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I PaSe g plapga Ao o5 ooy o AR ok D VRIS T
[ {4 PE1E = BT~ T A ﬁ‘]’ﬁ$ (RS = Zeat e S

T 7J§l§ﬁ JE o HTE = s 2o Ay o H FITFT70% > ¢7%30%; %ﬁijr[
FIARPERIS S AR EF“ﬁJE VISR T SR AR A S B
k BJﬂisc‘FF* Ellﬁga = I}“'ﬁ‘ﬂ

It appears that at the request of the applicant for removal and to prepare
the applicant for removal for exporting the TZEPAO SANPIEN Wine

(=% = B{{/1) in its own right instead of selling them all to the
registered proprietor, the first supplemental agreement was made
(without prejudice to the terms of the 1987 agreement) and it was agreed
between the parties that the applicant for removal would allocate 30% of
the produced TZEPAO SANPIEN Wine ( = #7= flijj1) to itselfand sell

70% of them to the registered proprietor.
Material terms :

(i) As for the export of the TZEPAO SANPIEN Wine (= = Hfll
{P1), it was agreed in clause 2 of the first supplemental agreement
that :

“Ios BN > BT P T = SR LR
[ TR BT 1 ,;fﬂﬂ%a;ﬁagj’m[’moﬁ—tj:\, R
BT R RIARE] o NI ORI RS
[ 1F930% ETVF - E VR P S R T P S IR
B PV E | i [RERILT ] Ttk AT U F 155 © 7
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(4)

As the applicant for removal had not yet been fully equipped to
do export trade on its own and also having considered that the
registered proprietor had registered trade marks overseas, the
30% of the produced TZEPAO SANPIEN Wine ( = %= {1 )
allocated to the applicant for removal would still be exported by
the registered proprietor on the applicant for removal’s behalf.
As a result, the registered proprietor would export 70% of the
produced TZEPAO SANPIEN Wine (= #= Hlijl1) inits own
right as a principal and 30% of those as an agent for the applicant
for removal. It follows that the applicant for removal would be
responsible for 30% of the advertising and other necessary
expenses for the exported TZEPAO SANPIEN Wine (=%~

#f7j71) . However, the overall planning and budgeting for the

advertising plans would be the responsibility of the registered
proprietor after consultation with the applicant for removal.

(i1) Clause 4 of the first supplemental agreement provides that :

['ﬂ r jf/\LLH[ [zﬁ"‘m‘[fi[ji[ 3 ﬁﬁjé F} I L[II: lzﬁ{’(g[:{z FEA:[T[ES“[ éﬁlg e
(EE5E ~ Fgter ~ L SR FF#IWEHU UERESee
LA %—Fntg{u [ [EAERE A m‘ﬁﬂ:ﬂl £ s ETVRS 53
‘Fflljfﬁj‘-ﬂz{u

It was agreed between the parties that as regards the medicinal
wine for internal sale within China, their packaging and trade
mark should be clearly different from those for export sale.

Certain obligations were laid down on the applicant for removal and registered
proprietor in relation to the aforesaid change of products allocation in the first
supplemental agreement which I think are not material to the present
proceedings. However, it is important to note that the basic obligations of the
parties in the joint venture for the production and export of TZEPAO SANPIEN
Wine ( = #f = #fljJ1) remained unchanged after the first supplemental

agreement.

T ANE SIS J"Jﬁﬁ%} dated 18 December 1992 :
] F

This is the second supplemental agreement to the 1987 agreement (“the second
supplemental agreement”). The parties to this second supplemental agreement
were the same as those to the first supplemental agreement. As the second
supplemental agreement was made well after the relevant dates, I do not think I
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need to go through the terms of this agreement in detail. There are, however,
two particular clauses I would like to refer to, that is, clauses 5 and 7.

(1)

(i)

Clause 5 states that :
* i FHJ% HIET, ﬁFFﬁJ K

=T MRS SRR “Hl R S B T RS U

o IR AR BT ST S P T R “R‘Tﬁ w
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In my view, it was acknowledged by the parties in Clause 5 that the trade
mark Zhong Ya Brand ([ I ) for TZEPAO SANPIEN Wine (= %ﬂf
= HZy1) had been registered by the registered proprietor in overseas
countries and was therefore owned by the registered proprietor. Only
Zhong Ya Brand ( [ IfHifH ) was mentioned here. In my view, a reference
to “fl I (Zhong Ya Brand) here includes a reference to all the suit
marks as in actual use, all the three suit marks including “fl g
(Zhong Ya Brand) were found on the packaging box and wine label on
the bottle of the TZEPAO SANPIEN Wine ( = #f = #ijj'1 )and the parties
have all along referred to the trade mark of the subject medicinal wine as
Zhong Ya Brand ([ I ) . Presumably, the parties were aware of the
registration of the suit marks in Hong Kong in the name of the registered
proprietor. At least up to 1992, the parties were in agreement that the
registration of the suit marks in Hong Kong belonged to the registered
proprietor. Furthermore, it was agreed by the parties that the “F[ IFH4fI”
(Zhong Ya Brand) for the medicinal wine did not belong to the applicant
for removal or the registered proprietor within Mainland China. It is
interesting to note from Li Hong-jun ( % # {£ ) ’s statutory declaration
filed on behalf of the registered proprietor that while the registered
proprietor had registered the suit marks in Hong Kong, they had not
obtained any trade mark registration for the suit marks in China which is
entirely consistent with the parties’ aforesaid agreement.

Clause 7 provides that :
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It is clear from the first paragraph of Clause 7 that up to the date of the
second supplemental agreement in December 1992, the production of the
packaging materials of the medicinal wine for export sale including the
packaging box containing the bottle of wine and the wine label stuck on
the bottle on both of which the suit marks appear were all arranged by the
registered proprietor. It was further agreed by the parties in paragraph 2
of Clause 7 that for the first time, the exact name of the applicant for
removal was to be put on the packaging materials of the medicinal wine
for export sale as a source of manufacture. That was in 1992, a few years
after the relevant dates.

73. Having carefully considered the above Chinese agreements and the feasibility
study report, I have come to the conclusion that the TZEPAO SANPIEN Wine ( = #7= 1)
was created according to the international market situation and concrete requirements provided
by the registered proprietor to the applicant for removal. The supply of raw materials for
producing the wine was guaranteed by the registered proprietor who was also responsible for
providing overseas market information. The actual production of the wine was the
responsibility of the applicant for removal who owned the medicinal wine distillery and
workshop. The registered proprietor was also responsible for the supply of packaging
materials of the wine which bore the suit marks. The final products Zhong Ya Brand TZEPAO
SANPIEN Wine ([l I Vil = %7 = B1)  were exported, marketed and sold by the registered

proprietor. The wine turned out to be a success in the overseas market.

74. In view of the success of the wine, the parties entered into an agreement on 13
March 1987 to set up a joint venture with a aim to improving the quality of the medicinal wines
and increasing the quantity of production to meet the needs for export. The joint venture was
formally set up in November 1987.

75. In my judgment, as at the relevant dates, there was a joint venture between the
applicant for removal and the registered proprietor for the production, marketing and sale of
the Zhong Ya Brand TZEPAO SANPIEN Wine ( f| ¥ Vil = 7= BT ) both within and outside
Mainland China. Both parties were responsible for the production of the medicinal wine in that
the applicant for removal contributed in the daily running of the medicinal wine workshop
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which produced the medicinal wine and tested their quality whereas the registered proprietor
contributed in the supply of imported raw materials, machinery, facilities and the knowledge
and experience of the overseas market. As to the marketing and sale of the medicinal wine,
there was an agreement between the parties that while the applicant for removal had the China
internal sales market, the registered proprietor was in charge of the overseas market. The
medicinal wine was to be placed in the overseas market by the registered proprietor as its
goods. The registered proprietor was free to apply the suit marks on the exported Zhong Ya
Brand TZEPAO SANPIEN Wine ([ IF}V‘PJi = B0 ) and to apply for registration of those
trade marks in the overseas market. In my view, the 1987 agreement simply confirmed the then
existing status between the parties, reflecting what had been done by the parties in the past
years. Save there was a change in the products allocation, the first supplemental agreement in
1988 did not change the terms of the 1987 agreement.

76. I now turn to the evidence regarding the use of the suit marks in Hong Kong. It
is not disputed by the applicant for removal and the registered proprietor that Lee Yuen Cheung
Co.Ltd. (FFI=F | Lot FJ ) was at the relevant dates a Hong Kong company which was the
sole distributor in Hong Kong of the medicinal wine Zhong Ya Brand TZEPAO SANPIEN
Wine (f I = F7= B{01) . The point in dispute is that both parties claimed that Lee Yuen
Cheung Co. Ltd. (F[JfI=F L FJ ) was appointed by them as the sole distributor in Hong
Kong. Therefore, the use of the suit marks by Lee Yuen Cheung Co. Ltd. ( F[RFi=F [N f'J )
in Hong Kong was use on their behalf and could be attributed to them.

T7. In exhibit 16 to Li Hong-jun ( % 1 £ )’s statutory declaration, a bundle of copy
Sole Distributor Agreements ( BfZ7E 5} “F" [FJ i ) made between the registered proprietor and
Lee Yuen Cheung Co. Ltd. ( ﬂjfli"ﬁ 15 f[J ) from 1972 to 1991 were exhibited. The
earliest one dated back to 24 April 1972 (see page 20 of exhibit 16). In the 1972 agreement, the
registered proprietor agreed to appoint Lee Yuen Cheung Co. Ltd. (F[[Jpi=F L il ) tosell
in the territory of Hong Kong and Kowloon, amongst other products, the TZEPAO SANPIEN
Wine (= #¥= H{iJ1) supplied by the registered proprietor for a half year term and Lee Yuen
Cheung Co. Ltd. ( ﬂj(’?i? (5Lt f'J ) agreed to accept the appointment. By clause 13 of the
1972 agreement, the advertising and promotion plans would be prepared by Lee Yuen Cheung
Co. Ltd. ( ﬂjﬁi"ﬁ 15 f'J ) and the contents thereof had to be reviewed and approved by the
registered proprietor. The registered proprietor would then appoint Teck Soon Hong to handle
the distribution of advertising materials. The advertising charge would be 10% of the value of
actual delivery and would be borne by the vendor (the registered proprietor). Pursuant to
clause 14(2) of the agreement, throughout the term of the agreement, the registered proprietor
would not supply to any other party in the territory of Lee Yuen Cheung Co. Ltd. (F[Jfi=F|
ST il ) the TZEPAO SANPIEN Wine (= %7~ #fijf1) and Lee Yuen Cheung Co. Ltd. (#]
TR=E | (Lot HJ ) would not deal with other commodities which were identical to or similar to
or competitive with the TZEPAO SANPIEN Wine (= %= #ijf1) not supplied by the
registered proprietor.
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78. The Sole Distributor Agreement ( EJ&7E%T F"[ [ﬂj ) that is closest in time to the

relevant dates is dated 18 October 1987 made between the registered proprietor and Lee Yuen
Cheung Co. Ltd. (F[Jpi=7F|[EL" ﬂJ ) (see page 34 of exhibit 16). The term of this agreement

was also for a half year up to 15 April 1988. This agreement had similar terms to those of the
1972 agreement save that as to the advertising expenses, both the registered proprietor and Lee
Yuen Cheung Co. Ltd. (FVp=F | [T T fi ril ) would be responsible. Following the 1987
agreement, an appointment letter (= 73 ) which was made between the registered proprietor
and Lee Yuen Cheung Co. Ltd. ( ﬂjﬁy £ IT, y f'J ) on 17 April 1988 was also exhibited on
page 298 of exhibit 16. In this letter of appomtment the registered proprietor agreed to appoint
Lee Yuen Cheung Co. Ltd. ( F[Fpi=7 3L il ) tosell Zhong Ya Brand TZEPAO SANPIEN
Wine ( [ I = 7= B{{l1 ) handled by the registered proprietor in the territory of Hong Kong
for a term of ten years and Lee Yuen Cheung Co. Ltd. ( ﬂj(’?ii? [l Y f'J ) agreed to accept
the appointment. Clause 2 of the letter of appointment is similar in terms to clause 14(2) of the

1972 and 1987 Sole Distributor Agreements. Clause 5 of the letter of appointment provides
that :
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79. Clause 5 states that in order to protect the interest of Zhong Ya Brand TZEPAO
SANPIEN Wine ( f[ 1Rl = 7= BT ) in Hong Kong, the registered proprietor would register
the relevant trade mark and device in Hong Kong. The registration fees should be borne by the
registered proprietor whereas the registration procedure should be done by Lee Yuen Cheung
Co. Ltd. (Fp=F " fil) on the registered proprietor’s behalf. Lee Yuen Cheung Co. Ltd.

(FlIp = ?j [5 F{J ) was responsible for preventing other parties from infringing and
passing-off the relevant trade mark and device for Zhong Ya Brand TZEPAO SANPIEN Wine

(TR =%7= 8571) . Should Lee Yuen Cheung Co. Ltd. (F|Fi=7 2L HJ) be aware
of any passing-off and infringement of the relevant trade mark and device for Zhong Ya Brand
TZEPAO SANPIEN Wine ([l 1ijfil% #7= 8I]1) , Lee Yuen Cheung Co. Ltd. (F[[JFi=< 7
LT F |) should investigate the matter and inform the registered proprietor as early as possible
in order to take effective measures and actions. If Lee Yuen Cheung Co. Ltd. ( ﬂj{ I=E | [5L
A f i| ) considered appropriate, it could take effective legal action on the registered proprietor’s

behalf in order to prevent the infringement of the relevant trade mark and device. This clause is
entirely consistent with my finding above that it was agreed between the applicant for removal
and the registered proprietor that the registered proprietor had the overseas market and would
apply for the registration of the suit marks in the overseas market.

80. A huge bundle of copy sales confirmations, sales contracts, invoices and
shipping documents were exhibited in exhibits 8 and 16 to Li Hong-jun ( % J# {£ ) ’s statutory

declaration which serve to establish the fact that the registered proprietor had sold to Lee Yuen
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Cheung Co. Ltd. ( ﬂﬁ’ﬁ;’%"ﬁ | 15N F[J ) the Zhong Ya Brand TZEPAO SANPIEN Wine ([
FRA =27 BIGPT)  in the period from 1972 to 1995. Another huge bundle of delivery orders
( =ET [H'Ff ) between 1987 to 1997 showing the delivery of TZEPAO SANPIEN Wine (=
TF= Hf1) by Lee Yuen Cheung Co. Ltd. (F#[VF Flm FrfELt FJ ) to a large number of
wholesalers and retailers in Hong Kong were produced in exh1bit 3 to Li Sung-lun ( % & fﬁ )’s
statutory declaration. The sales of the wine in Hong Kong were very substantial. Although the
sales figures given by the applicant for removal and the registered proprietor were different
(see paragraph 9 of Li Hong-jun ( % ¥# {4 ) ’s statutory declaration and paragraph 3 of Li
Sung-lun ( % & ]'ﬁ ) ’s statutory declaration), I think it would be acceptable to both parties that
the sales of the medicinal wine in Hong Kong in 1987 and 1988 amounted to at least over
HKS$10 million each year.

81. On the evidence, I find that Lee Yuen Cheung Co. Ltd. ( ﬂj{’?iif INSN ﬂJ ) was
from 1972 to 1995 the sole distributor of Zhong Ya Brand TZEPAO SANPIEN Wine ( H l]ﬁtl
=B = B )  in Hong Kong appointed by the registered proprietor. The sale of the

TZEPAO SANPIEN Wine (= %= #7jJ1) in Hong Kong by Lee Yuen Cheung Co. Ltd. (7|
TR=E | (Lot HJ ) to the local wholesalers and retailers from 1972 to 1995 was all done on behalf
of the registered proprietor. This finding is, I think, entirely consistent with my analysis of the
various Chinese agreements reached between the applicant for removal and the registered
proprietor in that the export, marketing and sale of the Zhong Ya Brand TZEPAO SANPIEN
Wine (f| Igtl*ﬁli 7= H{jJ1) outside Mainland China would completely be in the hands of the

registered proprietor.

82. At this juncture, I think it is convenient for me to come to the evidence on the
manner in which the suit marks have in fact been used in respect of the medicinal wine Zhong
Ya Brand TZEPAO SANPIEN Wine (HIE V== B01) . The medicinal wine was
contained in a glass bottle. A wine label was stuck on each bottle of the medicinal wine. Trade
mark no. B2334 of 1993 was more or less a reproduction of the wine label excluding some
descriptive wording appearing thereon. Trade mark no. B861 of 1994 consisting of the two

[T3masy=-""2 )

Chinese characters “= %% were found in the wine label but in the form of Chinese simplified
characters “= ¥f”. Each glass bottle of the medicinal wine was individually packaged in a
cardboard rectangular box. On one of the four side-panels of the packaging box, there was a
drawing of the glass bottle of the medicinal wine with some border design. Trade mark no.
B2335 of 1993 was more or less a reproduction of the part of the paper packaging consisting of
the drawing of the bottle of medicinal wine and the border design excluding some descriptive
wording appearing thereon.

83. It is clear from the evidence that before the relevant dates, there had been only
one type of marking on the packaging (paper box) and bottles (the wine labels) as follows :

- 46 -



“HHBMAT g }H'[Ff# ” (manufactured in Yantai, China) coupled with “[T[Fl ' F53E [ [ﬁiﬁpﬁ“l'[ N
FIAZEY” and “Handled by SHANDONG MEDICINES AND HEALTH PRODUCTS IMP.
AR y

AND EXP. CORP.”

84. To recapitulate my analysis of the second supplemental agreement made
between the applicant for removal and the registered proprietor, it was clearly stated in
paragraph 2 of clause 7 of the second supplemental agreement that “= ¥ [ﬁjﬁl}{fj’ (HGMNE S
991 St FIIEIE VBT 1™ 2% BT O SR 2 T > SR
%F#—I??(?;&’FF UG -l T iE ST I%J:Hy’iﬁpi Fi° éﬂﬂéﬂ}?&ﬁy%ﬁﬁf}; ” The second
supplemental agreement was made on 18 December 1992. Therefore, it is clear from clause 7
that up to December 1992 well after the relevant dates, so far as the identity of manufacturer
was concerned, the markings on the packaging and bottles only consisted of the Chinese
characters “H IE0 G it i 'If[{[” (manufactured in Yantai, China). The name of the applicant for
removal was neither shown on the packaging nor on the bottles. It was agreed for the first time
by the applicant for removal and the registered proprietor in the 1992 second supplemental
agreement that the marking “f[1[g IBZI'J(I’F i '.lﬂ} (manufactured in Yantai, China) should in the
future be changed to “f[ I J:IF eSS TSI L TN f[ L"FF#I” (manufactured by CHANG YU

PIONEER WINE COMPANY LIMITED YANTAI CHINA, the former name of the applicant
for removal).

85. Mr. Yan argued that the pre-1992 markings on the packaging and bottles tell the
consumers that the TZEPAO SANPIEN Wine (= #f= ifij/1) was made by an unnamed wine

producer in Yantai, China and that the wine produced by the unnamed wine producer is only

ST R

sy’ or “handled” by the registered proprietor. As the consumers have been told that the
wine is made by some unnamed producer in Yantai, China, they would look to that unnamed
producer “the applicant for removal” to be ultimately responsible for the character and quality
of the wine, not the registered proprietor who merely handled it. It matters not that the
producer in Yantai, China is unnamed. Mr. Yan put a lot of colour on the two characters ‘5%

%17 or the word “handle” used on the packaging and bottles of the medicinal wine. He

submitted that the present case was to be distinguished from the Guangdong Foodstuffs case in
that the wine labels bore the Chinese characters ’?[ ﬁfﬁ# SEH L f[ |B=E4]” and the English
words “production under the supervision of GDF”. Mr. Yan contended that, in the present
case, by use of the Chinese characters “3% %7 and the English word “handle” instead of “fi{”
and “production under the supervision” as in the Guangdong Foodstuffs case, the registered
proprietor would not be perceived by the public as being responsible for the character and
quality of the wine.

86. I am not convinced by the submissions made by Mr. Yan. According to the
Pinyin Chinese-English Dictionary (-4 54" ) 1981 Edition published by Commercial Press
@ 2 5H I € ), the Chinese characters ‘A% Ft” mean “manage; run; engage in”. According to

A 1979 Edition published by "H%t—?' LIPS “FEET” means “Eﬁ Fpe i HERFERE
U s RERY ﬁ? &> As to the meaning of the English word ‘handle”, accordlng to Collins English
Dictionary (Third Edition), it means “11. To have power or control over : my wife handles my

- 47 -



investment. 12. To manage successfully and 15. To trade or deal in (specified merchandise)”.
I am clearly of the opinion that when the public saw the paper packaging and the wine label
which bore the Chinese characters “f| I/ ¢ P i ',Ff # ” (manaufactured in Yantai China) coupled
with [T 5 & 7 28 W ['ﬁilﬁﬁ[féﬂ’, 2l A2 %%” and the English words “handled by
SHANDONG MEDICINE AND HEALTH PRODUCTS IMP. & EXP. CORP.”, the public
would understand that the business of producing the wine was managed, operated and run by
the registered proprietor. The wine was put on the Hong Kong market by the registered
proprietor on their responsibility and with the guarantee of their reputation. I consider that the
wine had been known on the Hong Kong market as the registered proprietor’s wine with a
geographical origin from Yantai, China. In fact, I do not even think that the public would
necessarily associate the Chinese characters “f[ IS/ ¢ Ak 1! 'Ff[![” (manufactured in Yantai, China)
with an unnamed producer in Yantai which was a separate entity from the clearly named
registered proprietor as argued by Mr. Yan. As a matter of fact, “'J(’F’ 1~ (Yantai) is also located
in the Shandong province, the same province at which the registered proprietor is located.

87. Even if the public thinks that the registered proprietor is a trader of the wine
only as indicated by the use of the Chinese characters ‘%% and the word “handle” on the
packaging, that does not necessarily change the position as a trader who places the goods
before the public as being his goods can establish proprietorship to the trade mark of the goods.

88. I now move on to consider the evidence of pre-relevant dates newspaper
advertisements produced in exhibit 10 to Li Hong-jun ( % ¥# {£ ) ’s statutory declaration and
exhibit 4 to Li Sung-lun’s ( % & ['ﬁ) ’s statutory declaration. Mr. Yan pointed out that the
statement “[[1 [ 4 P s FF[E ” (manufactured in Yantai, China) appeared on some of the
advertisements. Mr. Yan said that in such advertisements, there was no mention even of the
wine being “handled by” the registered proprietor. He argued that this would clearly reinforce
the consumers’ perception that the party ultimately responsible for the character and quality of
the wine is the unnamed producer in Yantai, China. I do not find such submissions acceptable
on the evidence. Though there were no individual statements appearing on the advertisements
which mentioned that the wine was “handled by” the registered proprietor, a representation of a
bottle of Zhong Ya Brand TZEPAO SANPIEN Wine (| lj{'w*ﬁ[i = H1) with the wine

label on the surface of the bottle did appear in most of the advertisements. There was mention
of the wine being “7%¥7” and “handled by” the registered proprietor on the wine label. In any

event, none of the pre-relevant dates advertisements showed the applicant for removal’s name
as the party with whom the suit marks were intended to be associated. The advertisements only
showed the statement “f[ I J(lF o 'Fﬁ! (manufactured in Yantai, China). I do not intend to

repeat my analysis above as to what the public would think when they saw the Chinese
characters “f| I[E;SZI'J(EF i ',’f[l[” (manufactured in Yantai, China).

89. Ms Tam submitted that the entry relating to TZEPAO SANPIEN Wine ( = #7
= HZJ1) bearing the suit marks in the book entitled “f[I[/2&]/1” (Chinese Medicinal Wine)
published by Teck Soon Hong Limited shows the registered proprietor as the party supervising
the production of the medicinal wine (exhibit 5 to Li Sung-lun’s ( % &' ]'ﬁ ) ’s statutory
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declaration). Mr. Yan argued that this was the only instance where the registered proprietor
was said to have “supervised the production” (fif{) the medicinal wine. The book was not
published by the registered proprietor but by Teck Soon Hong Limited. One does not know,
Mr. Yan submitted, why Teck Soon Hong said “supervising the production” (E+1]) when the
registered proprietor did not say so in its own brochure. As shown by the evidence, Teck Soon
Hong Limited was the agent responsible for distributing the advertising materials (see my
analysis of the terms of the Sole Distribution Agreements made between the registered
proprietor and Lee Yuen Cheung Co. Ltd. (FNfi=F [V fil) in paragraph 77 above).
Presumably, the book was published by Teck Soon Hong as advertising materials.
Furthermore, the book was exhibited in the evidence filed on behalf of the applicant for
removal itself. In paragraph 6 of Li Sung-lun’s ( % 2 ]f'AJ ) ’s statutory declaration filed by the
applicant for removal, what were produced in exhibit 5 including the book were said to be
advertising materials showing the use of the suit marks in Hong Kong. Therefore, the applicant
for removal itself had confirmed in its own evidence that the book was advertising materials
showing the use of the suit marks in Hong Kong. I find that there was at least one advertising
material which informed the public that the wine was produced under the supervision of the
registered proprietor.

Applying the law to the facts

90. It is settled law that the exporter or dealer does not establish proprietorship to
the trade mark by showing only that purchasers look to it as the sole supplier of the goods.
However, in this case, the registered proprietor was in fact not merely the sole supplier of the
Zhong Ya Brand TZEPAO SANPIEN Wine ( f I}_‘H*ﬁli ¥ = B{J"1) from China to Hong Kong.
As at the relevant dates, there was a joint venture between the applicant for removal and the
registered proprietor for the production, marketing and sale of the Zhong Ya Brand TZEPAO
SANPIEN Wine ([ I3l = #7= #jJ'1) . Both the applicant for removal and the registered
proprietor were in fact responsible for the character or quality of the wine. As to the marketing
and sale of the medicinal wine, there was an agreement between the parties that while the
applicant for removal had the China internal sales market, the registered proprietor was in
charge of the overseas market. The registered proprietor exported the Zhong Ya Brand
TZEPAO SANPIEN Wine (f[1fHfil= 7= #{J1) to Hong Kong for sale and appointed Lee

Yuen Cheung Co. Ltd. (F[Vji=% | L2t f[J ) as the sole distributor of the medicinal wine in
Hong Kong as early as from 1972 as shown by the evidence. The supply of the packaging
materials for the wine including the packaging box and the wine labels bearing the suit marks
were all managed and controlled by the registered proprietor. The registered proprietor had
used the suit marks in Hong Kong by way of the sale of the Zhong Ya Brand TZEPAO
SANPIEN Wine (f Igtl*ﬁli ¥ = H{J1) through Lee Yuen Cheung Co. Ltd. (F[Jfi=7F JB}L
y HJ ), its sole distributor in Hong Kong from 1972 to 1995. As at the relevant dates, the suit
marks had been used in Hong Kong by the registered proprietor for 16 years.

91. The Zhong Ya Brand TZEPAO SANPIEN Wine ( [Igrl"ﬁli T H) was
brought to the Hong Kong market by the registered proprietor as its products dating back to at
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least 1972. All along, the consumers in Hong Kong had been told that the registered proprietor

SR

was the party which “FE%7”, “handle” and “supervise the production of” the Zhong Ya Brand
TZEPAO SANPIEN Wine ( flIfR4f = ¥ = B{f1) . The registered proprietor had been
perceived by the public as being responsible for the character or quality of the wine and it was
its reputation that the purchasers would place reliance. With the consent and knowledge of the
applicant for removal, the registered proprietor applied for registration of the suit marks in
Hong Kong in 1988 and obtained registration thereof. In the circumstances, it would, I think,
be impossible for me to come to any conclusion other than this, the registered proprietor is the
owner of the suit marks as it was the party whose connection with the wine was indicated by
the use of the suit marks. The suit marks had been used by the registered proprietor to indicate
and identify the Zhong Ya Brand TZEPAO SANPIEN Wine ( R = 7= H{J1) coming
from it in the Hong Kong market. It follows that the applicant for removal has failed to
discharge the burden of proof to show that the registered proprietor was not the rightful
proprietor of the suit marks. The applicant for removal failed in its main ground for
rectification.

92. As a subsidiary and alternative ground to the proprietorship ground, Mr. Yan
argued that the suit marks should be expunged from the register as the use of the suit marks by
the registered proprietor on wine produced from a producer different from the applicant for
removal would be likely to deceive or cause confusion. In my view, this ground is bound to fail
as well. As I have found that the medicinal wine had been sold in Hong Kong under the suit
marks to indicate a connection in the course of trade with the registered proprietor, the
applicant for removal cannot stop the registered proprietor from getting the very same goods
made in Yantai or elsewhere by other parties and selling it under the suit marks. The applicant
for removal had never been known to the customers in Hong Kong to be the manufacturer of
the medicinal wine in the twenty year period from 1972 to 1992, I do not think that the use of
the suit marks by the registered proprietor on wine produced from a producer different from the
applicant for removal would be likely to deceive or cause confusion. The applicant for removal
also failed in its subsidiary and alternative ground for rectification.

Costs

93. The registered proprietor has sought costs and there is nothing in the
circumstances or conduct of this case which would warrant a departure from the general rule
that the successful party is entitled to his costs. I accordingly order that the applicant for
removal pays the costs of and occasioned by these proceedings.

94, Subject to any representations as to the amount of costs or calling for special
treatment, which either party makes within one month from the date of this decision, costs will
be calculated with reference to the usual scale in Part 1 of the First Schedule to Order 62 of the
Rules of the High Court (Cap. 4) as applied to trade mark matters, with one counsel certified
unless otherwise agreed between the parties.
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Signed

(Ms Fanny Pang)
p. Registrar of Trade Marks
25 March 2003
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