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1. Title: McDonalds Keeps McBaby

Topic: Successful opposition to a trade mark application
Where: Australia

When: 28 May 2004

What Happened:

McDonalds Corporation successfully opposed the registration of trade mark
application No. 959586 “McBABY” in classes 28, 29 and 30 in the name of
David Bellamy (McBaby).

At the hearing before the delegate of the Registrar of Trade Marks in Sydney, it
was argued on behalf of Mr. Bellamy that the use of the prefix “Mc” or “Mac”
was widespread. Specifically, it was pointed out that there are several
registered marks prefixed by “Mc” or “Mac” on the Trade Marks Register for
the same or similar goods, many of which predate the use of “Mc” or “Mac” by
the opponent.

The following was argued on behalf of McDonalds Corporation, relying on
section 60 of the Trade Marks Act 1995 (Act):

o It owns a significant number of trade marks variants containing
“Mc” or “Mac”, which is the first syllable of the word and trade mark
“McDonalds”.

. Several common law trade marks have also been used in respect
of the opponent’s goods and services, such as “Big Mac”, “McFeast”,
“MacAmore”, “Son of Mac”, McCafe”, McMatch & Win”.

. It promotes its restaurants and products towards children and
includes in its premises playgrounds for children. Further, there are
several characters used by McDonalds specifically to promote its
children’s meals.

. The prefixes “Mc” and “Mac” are often used by the public,
including the media in a manner that can be termed the
McDonaldisation of the English language, such as “McDispute” or “The
making of the McBosses™.

o It is the owner of trade mark No. 675154 “MCBABY LOGO” in
class 25, which was registered on 13 October 1995.

McDonalds argued, pursuant to section 60 of the Act, that Mr. Bellamy’s trade
mark was similar to a “family” of trade marks containing the prefix “Mc” or
“Mac” in which it had a substantial reputation in Australia. Therefore,
registration of Mr. Bellamy’s McBaby mark is likely to deceive or cause
confusion.

As McDonalds’ main thrust and evidence went to section 60 of the Act, Mr.
Bellamy was unable to rely on the current state of the Register (and it would




involve a complex analysis that could result in procedural unfairness as there
are 2181 marks to consider), which may not in the end be relevant to the
central issue raised. It should also be noted that Mr. Bellamy did not file any
evidence in answer showing his use or intended use of the McBaby mark, nor
was the state of the Register served and filed as evidence.

The delegate of the Registrar of Trade Marks upheld the opposition, finding
that the registered and common law prefix trade marks owned by McDonald’s
were ubiquitous, and widely and immediately recognised by members of the
public, as is its practice of coining additional marks incorporating the “Mc”
prefix.

Comments: A common element used in a “family” of trade marks can preclude third party
use where that common element has become thoroughly associated with the
trade mark owner’s goods or services.

2. Title Real Fruit or Just Flavored

Topic: Misleading and Deceptive Labelling

Where: Australia

When: May 2004 onwards

What Happened:

Cadbury Schweppes has been wrapped over the knuckles by a Federal Court
judge for failing to get its labelling right - the court ruled that if your label says
a product contains something, then it ought to be in there.

The Australian Competition and Consumer Commission (ACCC) instituted
legal proceedings against Cadbury Schweppes alleging false, misleading and
deceptive conduct in its labelling of its banana mango and apple kiwi cordial.
The cordial products did not contain extracts of the real fruit that were
depicted on the labels.

Cadbury Schweppes claimed that the phrase “flavoured cordial” was
sufficient to overcome any effect the depiction of real fruit might have. This
was rejected. The court found such a depiction would convey the impression
that real fruit was present. Accordingly Justice Gray found that the ACCC has
established that Cadbury Schweppes had engaged in conduct that was likely
to mislead or deceive and had made false representations in contravention of
the Trade Practices Act 1974 in respect of each product.

Comments: As Cadbury had already discontinued the production of the banana and
mango cordial and had repackaged the apple kiwi cordial so that it was no
longer misleading, it was not necessary for the court to order an injunction
against Cadbury.

3. Title An Ugg-ly Battle Over An Aussie Icon

Topic: Trade marks, genericism

Where: Australia

When: May 2004 onwards

What Happened:

Ask almost any Australian what the term ‘ugg boot’ means and you will soon
discover that it is considered a generic term for a boot made of sheepskin, an
Aussie footwear institution which has recently become a Hollywood fashion
accessory.

However, much to the disdain of Australian footwear manufacturers and
retailers, an American company is seeking to stop them from using the terms




“ugg” “ug” or “ugh” to identify their fair-dinkum furry footwear.

The US shoe company Deckers Outdoor Corporation purchased the Australian
registered trade mark UGG from an Australian man, Brian Smith, in 1995 (Mr.
Smith registered the mark in 1971). Deckers has recently sent letters to around
twenty Australian sheepskin footwear businesses demanding that they stop
using ‘ugg’, ‘ug’ or ‘ugh’ to describe their sheepskin footwear products, or face
legal action; claiming that such usage infringes Deckers’ registered trade mark
rights.

Deckers also demanded that the publisher of the Macquarie dictionary (an
Australian dictionary) amend its definition of ‘ugg boot’ from: “a generic term
for a fleecy-lined boot with an untanned upper” to now include: “Also ug
boot, ugg boot trademark”. An Australian company, Mortels Sheepskin
Factory’s sheepskin boot products have also been ejected from the online e-bay
auction website at Deckers’ insistence and can no longer use the word ‘ugg’ in
its domain name, due to a complaint made by Deckers to ICANN.

A group of Australian sheepskin boot manufacturers and retailers has set up a
website and commenced an email campaign against Deckers (see
WWWw.saveouraussieicon.com). These companies argue that the term “ugg”
was in use in World War 1, that The Blue Mountain Ugg Boots Company
began trading in 1933 and that Mortels Sheepskin Factory (who was selling
boots under the ‘ugh’ name), started trading in 1958, all long before Deckers
(or rather, its predecessor in title Mr. Smith) registered the name as a trade
mark.

Also, they claim that the term is generic and so should be available for use by
all manufacturers of sheepskin boots to describe their products.

Even seven of Australia’s members of Federal parliament wore ugg boots to
work on 6 May 2004 to demonstrate solidarity with the besieged Aussie
sheepskin boot traders.

Comments: Deckers’ actions have sparked a recent flurry of trade mark registrations being
lodged in Australia for ‘ugg’ and other similar marks, so it will be interesting
to see how this issue is resolved, probably ultimately by the Federal Court.

4. Title: Nike Sex-Charged Ad

Topic: Advertisements require sensitivity to local current affairs

Where: Australia

When: August 2004

What Happened:

Nike recently launched an international advertisement depicting a group of
teenage tennis players lusting after their young male coach, with each turning
into tennis star Serena Williams in order to impress him.

This ad was launched during the Athens Olympic Games coverage which also
was just weeks after former tennis coach and Victorian teacher Gavin Hopper
was jailed for sexually assaulting a former student.

A number of child protection groups criticised the advertisement and one in
particular commented that an interpretation of the advertisement was that the
idea of sex between an adult and a young person is OK.

The Advertising Standards Bureau is an Australian body that often deals with




such complaints and provides a free public complaint service about
advertising in the mainstream media, which people find offensive on the basis
of:

. Discrimination (race, nationality, sex, age, sexual preference,
religion, disability, political belief);

. Violence;

. Language;

. Portrayal of sex, sexuality or nudity;

. Health and safety;

. Alarm or distress to children.

The Board aims to apply current community standards to the advertisements it
reviews, using Section Two of the Advertiser Code of Ethics as its guide.

However, the advertisement was pulled from Australian screens within hours
of criticism being published in major Australian newspapers and a written
apology was made to anyone offended by the advertisement, thus a complaint
did not reach the Advertising Standards Bureau.

Comments: While many advertisers often take advantage of recent news and events to
cleverly promote their goods and services, it is important that advertisers remain
abreast and steer clear of negative and damaging events within the international
community.

As in Nike’s case, failure to recognise local sensitivities caused significant
community criticism with local interest groups declaring that Nike needed to
reflect a greater sensitivity to respectful relationships between adults and
children.

5. Title Copyright Infringer Gaoled

Topic: Criminal Offences under the Copyright Act 1968

Where: Australia

When: 2 June 2004

What Happened:

The Brisbane Magistrates Court recently found a Brisbane man, Sydney
Priscott, guilty of 28 charges relating to importing, possessing and exposing for
sale pirate DVDs. Mr. Priscott was sentenced to 9 months in gaol, given a fine
of AUD$1,500.00 and placed on a 5 year good behaviour bond.

The decision to impose a custodial sentence came about after Mr. Priscott had
been charged on three separate occasions in less than six months for copyright
offences.

Section 132 of the Copyright Act 1968 (Act) makes it a criminal offence for a
person to commercially deal with, distribute or possess articles which contain
copyright works if the person knew, actually or constructively, that the articles
in question contained an infringing copy of the copyright works. Maximum
penalties for a conviction on each offence range up to AUD$93,500.00 and/or
five years imprisonment.

Mr. Priscott’s activities had been investigated by the Brisbane branch of the
Australian Customs Office (Customs) since 23 September 2003 when Customs
seized audio speaker stands containing approximately 800 pirate DVDs which
were sent from Malaysia to a suburban Brisbane address. Enquiries by




Customs and the Australian Federal Police (AFP) confirmed that the Brisbane
address was a fake address.

Subsequently, on 6 October 2003, the AFP executed a search warrant at another
suburban address in Brisbane where they uncovered further pirate DVDs. At
the time, Mr. Priscott was arrested and charged with various offences under
Section 132 of the Act.

Despite being granted bail, Mr. Priscott continued to sell pirate DVDs at a stall
in a local market. Consequently, on 6 March 2004, the AFP executed another
search warrant at the stall and further pirate DVDs were seized. Mr. Priscott
was again arrested on 9 March 2004.

In commenting on the custodial sentence, the Federal Minister for Justice and
Customs, Senator Chris Ellison, stated that Mr. Priscott’s imprisonment gave a
clear message that “attempts to flout Australia’s copyright laws will be
detected and punished”.

Comments:

Since the late 1980’s the Australian judiciary has threatened to send convicted
copyright pirates to gaol but until now, no conviction has resulted in a
custodial sentence actually being served. For example, in November 2003 three
university students from Sydney were given suspended sentences, good
behaviour bonds and community service orders by the Sydney Local Court for
their roles in creating and operating an MP3 website which allowed users to
download music without permission from the copyright owner. Whilst the
film and record industries in Australia have been agitating for harsher criminal
penalties, including the imposition of full-time custodial sentences, it is yet to
be seen whether further custodial sentences of this nature will be handed
down by the courts in the future.

6. Title

Commercial Television Industry Code of Practice

Topic:

Amendments to Code

Where:

Australia

When:

1 July 2004 onwards

What Happened:

All commercial television broadcasters in Australia are subject to the
Commercial Television Industry Code of Practice (Code). The Code was
reviewed and amended in 2004 and some of those amendments directly affect
advertising on commercial television.

Advertising to Children

Television advertisers are now expected to comply with the new Australian
Association of National Advertisers Code of Advertising to Children (AANA
Children’s Code). The AANA Children’s Code introduces a number of new
requirements for advertising to children, who are defined to be persons 14
years of age and younger.

Advertisers are required to ensure, amongst other things, that advertisements
are:

. not ambiguous, misleading or represent products in an unsafe or
dangerous manner;

. do not undermine parental authority;

. accurately represent any product pricing in a way that can be
understood by children;

o not promoting alcoholic drinks in any way or drawing any association

with companies that supply alcoholic drinks;




. not encouraging inactive lifestyle combined with unhealthy eating or
drinking habits.

Volume of Advertisements

Broadcasters are now required to ensure television commercials are not
excessively noisy and that the commercials are not louder than the adjacent
programming.

Disclosure of Commercial Arrangements

Where a broadcaster, independent producer or a presenter agrees with a third
party to endorse or feature a third party’s products or services in a current
affairs, documentary or infotainment program, the existence of that
commercial arrangement must be disclosed. The code indicates that disclosure
of commercial arrangements during the program or in credits should be
adequate.

Advertising in Sport Programs

The Code now clarifies direct alcohol advertising requirements in relation to
live simulcasting of sporting events across multiple time zones and licence
territories, so that direct alcohol advertising is only permitted during the
broadcast of a live sporting event if;

. the event is broadcast simultaneously across a number of licence
territories and direct alcohol advertisements are permitted where the
event is held; or

. the event is held outside Australia, and direct alcohol
advertising is permitted in a majority of the metropolitan licence
territories in which the event is simulcast.

Comments:

Advertisers and broadcasters need to be aware of the Code and the recent
amendments in respect of the Code’s advertising restrictions in relation to
specific products (e.g. alcohol) and specific audiences (e.g. children).

Failure to adhere to the Code could ultimately (although unlikely) lead to a
commercial broadcasters’ suspension or loss of licence.
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1. Case Report:

Topic: Illegal Telegram Advertising

Where: Austrian Supreme Court

When: January 20, 2004

What happened: The defendant organizes and runs lotteries. A person can play these lotteries
by paying € 50.-. The defendant uses envelopes, which have “Telegram”
printed on the front. In the envelopes there is a document that looks like a
telegram and has the word “Telegram* at the top. Furthermore on the
document it also says “Confirmed Telegram Delivery”.
The plaintiff, an association for the protection against unfair competition, filed
a suit against the defendant. The grounds for the suit: distributing advertising
incorrectly described as a telegram.
The Supreme Court granted the suit. According to the Supreme Court, it is
illegal to describe advertising as a “Telegram”. The recipient is led to believe
that he has received a particularly important and urgent message. This induces
the recipient to take note of the advertisement and to look at it in detail. It is
illegal to disguise advertising in this way.

Comments: The Supreme Court has already, on several occasions, stated that disguising

advertising so that it is not recognizable as advertising is illegal. This is also the
case, for example, with advertising that is misleadingly referred to as an
official notice or as personal mail. This conduct is immoral.

2. Case Report

Topic: The sale of goods from a bankrupt’s estate

Who: European Court of Justice

When: March 25, 2004

Where: According to Section 30 of the Law Against Unfair Competition it is illegal to

declare goods being sold as initially originating from a bankrupt’s estate. This
is even the case if this statement is true and the goods really do initially
originate from a bankrupt’s estate. The reason for this is that the goods
automatically appear to be exceptionally cheap.

During one such case, the Supreme Court submitted the question to the
European Court of Justice, whether this advertising restraint is in accordance
with European Community Law or whether it is contradictory to Article 28 of
the EC-Contract.

The European Court of Justice declared that this national regulation applies to
all business activity in Austria, regardless of whether an Austrian or a foreign
national is involved. Therefore in the opinion of the Supreme Court the
advertising restraint does not fall under the restriction of Article 28 of the EC-
Contract. The European Court of Justice declared furthermore, that this




advertising restraint also is not contradictory to the freedom of opinion in
Article 10 of the European Convention of Human Rights. The European Court
of Justice explained further that this restriction serves the purpose of consumer
protection and fair trade. Subsequently a violation of the basic right to freedom
of opinion is therefore not to be assumed.

What Happened:

The advertising restraint in Austrian law, which prohibits advertising that
goods initially originate from a bankrupt’s estate, even if this is true, is not a
breach of EU law.

3. Case Report

Topic: Publication of Judgements

Who: Austrian Supreme Court

When: August 18, 2004

Where: The defendant distributes software. An illegal link was made by the defendant

so that when the name of the plaintiff was fed into the search machine
“Google” the home page of the defendant was called up.

The plaintiff filed a suit against this course of action, which was granted by the
court. The plaintiff also called for the publication of the judgement on the
internet.

The Supreme Court recognized the motion and ordered the defendant to
publicize the judgement on its home page in a pop-up window, which opens
when those pages where the defendant’s products are presented are called up.

What Happened:

While up to now the publication of judgements to inform the public of
trademark infringements or acts of unfair competition has always been in
newspapers, now more and more often the publicizing of judgements on the
internet is ordered. The above case is the first where the judgement was
ordered to be made public in a pop-up window on the home page of the
defendant.
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1. Self-Regulation
(Rules)

Topic: Social Responsibility

Who: Traffic Department of Rio Grande do Sul vs. General Motors
When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

General Motors released through magazines, an advertisement regarding the
car model ASTRA, in which the following sentence was shown: “Life begins at
18, when you can finally drive, but gets much more interesting at 120”.

The Traffic Department of Rio Grande do Sul filed a complaint before CONAR
arguing that the advertisement induced consumers to drive in an excessively
high speed, especially because there are no roads or avenues, in Brazil, where
the speed of 120 Km per hour (74.6 mph) is permitted. In addition to that, the
sentence “it is hard to resist the temptation” appears at the bottom of the
advertisement’s page.

The defendant stated that the advertisement’s intent was to divulge the system
“Astra FlexPower”, which has an excellent performance. Also, it called
attention to the fact that in the safest roads of Brazil, the speed of 120 Km per
hour (74.6 mph) is permitted and that the Brazilian Traffic Code allows such
speed in the safest roads of Brazil. The fact that most consumers are aware that
they should not drive at such speed in any location, was another point raised
in the defense.

The Council agreed with the defendant in what concerns to the understanding
that the “average men” are reasonable enough not to drive at such a high
speed but decided that the advertisement should modify the speed suggested
from 120 (74.6mph) to 110 Km per hour (68.3 mph), due to the fact that in the
Brazilian State of Rio Grande do Sul, there are no roads where the speed of 120
Km per hour (74.6 mph) is allowed.

2. Self-Regulation
(Rules)

Topic: Copyright

Who: Schincariol vs. Ambev (Schin vs. Brahma)
When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

The brewery Schincariol, had recently developed a massive nationwide
advertising campaign, with the participation of a very famous Brazilian singer
named Zeca Pagodinho, with the purpose of divulging its new brand of beer,
“NOVA SCHIN” (“NEW SCHIN?), based on the expression “TRY IT”. After
that, another Brazilian Brewery called Ambev divulged a TV commercial for




its Brahma beer in which the actors asked, “HAVE YOU TRIED IT?” in
different tenses.

Schincariol filed a complaint before CONAR arguing that it had given up the
expression “TRY IT” due to the new Ethical Regulations on alcoholic
beverages publicity which prohibited the inducement of consumption of such
beverages, and therefore, Ambev should also do so.

The defendant reasoned its arguments on the grounds that the plaintiff’s
affirmations were “emotional” since the expression in question was used, in
their advertisement, in a totally different circumstance and that the expression
did not induce consumers to consume their product.

The Council recommended the modification of the advertisement arguing that
Ambev took advantage of such expression with the intention of divulging its
trademark Brahma by means of a comparative advertisement.

3. Self-Regulation
(Case Report)

Topic: True Presentation

Who: Embratel vs. Brasil Telecom

When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

Embratel filed a complaint before CONAR in regard of Brasil Telecom’s
advertisement based on the fact that during its presentation, the consumer was
not informed that it concerns to a limited time sale. Said advertisement
divulged a campaign stimulating the use of pay phones and affirmed that if
using the services offered by Brasil Telecom, consumers would talk twice the
time in comparison of other telecommunication companies.

Brasil Telecom, in its defense, affirmed that the commercial’s lettering contains
all the information necessary for consumers to decide whether they want or
not use the service offered through the advertisement.

The council decided to suspend the commercial due to the fact that
there is a discrepancy of data between the information provided
through the audio and the information shown in the lettering (since
the lettering advises consumers that the commercial divulges a sale
valid within a pre established period of time). It also pointed out that
the use of lettering is only allowed if it regards to non-essential
information of the product, and that the more relevant the information
is, the better positioned the lettering shall be.

4. Self-Regulation
(Case Report)

Topic: Social Responsibility

Who: Brazilian Self-Regulation Council (due to consumers’ complaint) vs. Fiat and
Leo Burnett

When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

A complaint was filed with CONAR with regard to the advertisement of the
new model of the car PALIO, based on the grounds that the cited
advertisement stimulates violence and induces the practice of crimes in view




of the fact that it shows a prisoner who, once he got out of jail, stole a new
PALIO. Also, it was mentioned that the advertisement is a denial in what
concerns the reintegration of former prisoners in the society, because it
stigmatizes their images.

The council granted an injunction, which recommended the media to
immediately suspend the broadcast of the advertisement.

Fiat Automadveis S.A. and Leo Burnett Publicidade Ltda. responded alleging
that the complaint originated from an inadequate interpretation of the
advertisement. They also affirmed that the intention of the advertisement was
not to stigmatize former prisoners but to show consumers that it is impossible
not to notice the beauty of the new PALIO.

The Council accepted the plaintiff’s pleading based on the fact that the
advertisement leads the population to believe that there is no hope of
social reintegration for former prisoners. The decision of suspension of
the advertisement was then maintained.

5. Self-Regulation
(Case Report)

Topic: True Presentation

Who: Anip X BS Colway

When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

Anip filed a complaint before CONAR arguing that the merchandising of
“Pneus Colway (“Colway Tires”) leads consumers into confusion due to fact
that it did not mention, in any moment, that the product offered was not a new
tire per se, but a remolded tire. The program that exhibited the merchandising,
divulged the product through sentences like “it costs less than the other tires”,
“lasts a lot more than other certified tires” and “has a five-year guarantee”,
without mentioning that the product was being compared to new tires instead
of remolded tires.

The defendant presented counter arguments alleging that remolded tires have
excellent ecological attributes, besides the fact that their production saves up to
40 litters of oil.

Another important subject raised by the defense was the fact that its product
should be considered a “new remolded” tire. In order to prove this argument
right, BS Colway attached as evidence, an expert’s report corroborating the fact
that the remolded tires have exactly the same essential characteristics of a
“new” tire, especially in what concerns to the safety and performance offered
by the product.

The Council decided to suspend the merchandising affirming that BS Colway
is allowed to call its product (remolded tires) as new only if it makes
absolutely clear to the consumer that such product is remolded. They also
asserted that once BS Colway proved that their product has the same
performance as the “new” tires, there is no reason for it not to mention to the
consumers that their product is remolded.




6. Self-Regulation
(Case Report)

Topic: Advertisement of prescriptive medicines.

Who: Brazilian Self-Regulation Council vs. Roche and Patria
When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

The Brazilian Self-Regulation Advertising Council itself, formulated the
complaint field before CONAR against the TV commercial for the medicine
named XENICAL (prescribed for weight loss).

In the advertisement, images of women were shown while the narrator asked,
“what would you do if you could loose a few extra pounds?”. Then, the
women answered his question with sentences like “I would wear my favorite
outfit again”, “I would wear a bikini”, “I would have a second honeymoon”,
etc.

Afterwards, images of thoughtful women, women exercising, women looking
at themselves through the mirror, etc, were shown and, in some of these
images, the sentence “talk to your doctor” appeared. Also, it is important to
notice that in the conclusion of the publicity, the following Internet address is
shown: www.xenicare.com.br.

Considering that the commercial referred to the medicine XENICAL, and that
the Brazilian Legislation prohibits the advertisement of prescriptive medicines,
the director of the Brazilian Self-Regulation Council, requested the judgment
of the Ethical Council on this matter.

The defendant argued that the commercial was merely educative and also that
as the medicine XENICAL was not mentioned at any time during its
presentation, no regulations or laws had been violated. Additionally, the
defendant affirmed that XENICARE is a program, which offers support to
obese people, and emphasized that the Brazilian Association of Obesity
Studies supported said program.

The chamber recommended the modification of the advertisement by means of
the adjustment of expressions such as “eliminates 30% of the fat contained in
the food” and of the Internet address, since the expression XENICARE clearly
induces consumers to associate the advertisement to the medicine XENICAL.

The Special Chamber of Appeals aggravated the first instance decision of
modification of the advertisement, recommending its suspension based on the
fact that the Brazilian legislation prohibits the advertisement of prescriptive
medicines, unless if it is divulged only among professionals who are duly
authorized to prescribe such drugs.

7. Self-Regulation
(Case Report)

Topic: Comparative Advertisement

Who: Schincariol vs. Ambev (NOVA SCHIN vs. BRAHMA beer).
When: 2004

Where: Brazilian Self-Regulation Advertising Council

What Happened:

Zeca Pagodinho (“Zeca”), a very famous Brazilian singer, entered into an
agreement with Schincariol, a large local Brewery, to appear on a massive




nationwide advertising campaign of a new beer called NOVA SCHIN (NEW
SCHIN). According to the agreement, Zeca would have to drink only NOVA
SCHIN beer anywhere, including in his Samba Club, while the agreement was
in force. Under this agreement Zeca would have to pay a fine to Schincariol in
case of breaching any clauses thereof.

However, Ambev, which recently merged with Belgium’s Interbrew and
become the largest brewery in the world, in production volume, secretly
contacted Zeca and convinced him to enter into an agreement with them, in
order to be part of their national campaign for BRAHMA beer. Brazilian
consumers were all surprised with Brahma’s new TV commercial, in which
Zeca was the protagonist.

Brahma’s commercial showed Zeca singing a song written by Ambev’s
Advertising Agency named Africa, which lyrics refer to Zeca’s short “summer
affair” (summer love) with Nova Schin and that he regrets it and that he was
going back to Brahma, his “true love”.

When Schincariol acknowledged the existence of this commercial, it
immediately filed a complaint before the Brazilian Self-Regulating Advertising
Council (CONAR), requesting an injunction to suspend the airing of the
Brahma advertisement.

The Council denied the injunction, on the grounds that the commercial was
perfectly coherent with the Brazilian Advertising Self-Regulating Code, in
relation to the rules and principles of comparative advertising, and that it
could not interfere in contractual issues between the parties.

Africa pleaded that this complaint was filed due to the rescission, by Zeca
Pagodinho, of the agreement he had entered with Schincariol, and that the
singer was motivated to terminate such agreement because Schincariol did not
comply with some of the promises — that were not in the contract - it had made
to the singer. Consequently, this is not an ethical matter, but rather a legal
matter.

Ambev in its turn pleaded that the complaint filed by Schincariol, does not
clearly mention what ethical regulations were being violated by the
advertisement, and affirmed that the advertisement did not denigrate
Trademark Nova Schin.

The Brazilian Self-Regulating Advertising Council’s first instance decision was,
by unanimity, to suspend the commercial. The Council stated that, at first, the
commercial, did not violate any ethical regulations since Zeca Pagodinho,
during his presentation made use of metaphorical language and did not
mention, at any time, trademark Nova Schin, but that, from the moment he
started explaining his behavior to the public, Schincariol had its trademark
denigrated. Whenever Zeca Pagodinho was interviewed about this matter and
mentioned both Trademarks, the consumers connected the commercial’s
content to Trademark Nova Schin, and the “metaphorical language” turned
into “direct language”, affecting the mark Nova Schin directly.

The Council also mentioned Exhibit Q of the Brazilian Advertising Self-
Regulating Code, which states that “the advertiser using the testimonial of a
famous person shall be conscious of its responsibility towards the public,
under penalty of being deemed as not having used good faith”.




Brahma filed an appeal against said decision, but the decision was maintained.
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1. Legislation

Topic: Natural Health Products (“NHP”) Regulations
Who: Federal Government NHP Directorate (“NHPD”)
When: September, 2004

Where: Ottawa

What Happened:

The Natural Health Products Regulations (“NHPR™) to the Food and Drugs Act
came into effect on January 1, 2004. The NHPR regulate the licensing,
labelling, importing, sale, manufacturing and testing etc of NHPs (including
herbal and homeopathic remedies, dietary supplements, mineral and vitamin
supplements) in Canada.

With NHP products that have gone through the NHP approval process, now
entering the market, we can see how the process is working and the challenges
it presents to marketers. One area that remains grey and continues to baffle
industry is whether a given product is an NHP or a Food.

Comments:

The Food Directorate and the NHP Directorate are not providing as much
clarification in this respect as industry requires. Hopefully these 2 Directorates
will quickly become more aligned and provide the required guidance on this
important issue.

2. Case Report

Topic: Price Misrepresentation
Who: Competition Tribunal
When: July 2004

Where: Ottawa

What Happened:

The Competition Bureau (the Bureau) found that Forzani Group Ltd
(“Forzani™), a publicly traded company operating 217 stores under several
different store banners across Canada, had made price misrepresentations.
Under a Consent Agreement, Forzani agreed that it and its personnel shall:
Comply with the Ordinary Price provisions of the Competition Act with
respect to suppliers generally and a supplier’s own prices; Pay immediately an
administrative monetary penalty of $1,200,000; Pay the Bureau’s investigation
costs of $500,000; Place corrective notices in 12 newspapers each Saturday for 3
weeks and on several of its corporate web sites for 12 weeks, and implement a
corporate compliance program. with detailed training requirements.
Additionally, the Commissioner of Competition may require Forzani to submit
a written report on its annual review of the compliance program under the
oath/affirmation of Forzani’s Corporate Secretary and submit its market price
data/support for its ordinary price claims.

The Bureau found that Forzani’s price claim, “compare at” with respect to the
ordinary prices offered by suppliers generally in the relevant market area, was
overstated. Forzani had made these claims in newspaper inserts, print and




electronic flyers, its website, its in-store placards and price tags or price cards
near the items. Forzani had failed to support the key requirements for making
such price claims, namely that: suppliers generally in the relevant geographic
market area had sold a substantial volume of products at or above the claimed
prices within a reasonable time before making the representation and the
suppliers offered products in the relevant geographic market area at or above
the claimed prices in good faith for a substantial time period recently before
making the price claims.. Forzani had also failed to exercise due diligence in
ensuring compliance with these requirements in good faith even though
management had made available corporate policies and internal mechanisms
to achieve compliance.

The Bureau also found that Forzani had failed to meet the above legal
requirements when making price claims about its own ordinary prices with the
wording, “Original Price”. These claims appeared in the same media as the
comparative price claims above. While Forzani had added a disclaimer that
the Original Prices “did not represent the prices at which the products were
ordinarily sold”, the Bureau found the disclaimer was insufficient for this
purpose. Additionally, the Bureau found that several products, whether
represented as Forzani’s own ordinary price or the ordinary prices offered by
suppliers generally in the relevant geographic market area, were actually
higher than even the Manufacturer’s Suggested Retail Prices.

Comments:

While the Sears price misrepresentation case makes its way throughout the
courts, the Forzani case makes it clear that the Bureau will vigorously pursue
ordinary price claims that it considers to be misleading and will pursue severe
penalties.

3. Case Report

Government Enforcement

Topic: Exercise Device Removed from the Market
Who: Federal Competition Bureau

When: July 2004

Where: Canada

What Happened:

The Bureau reached a settlement via a Consent Agreement with Urus
Industrial Corporation., in connection with the weight loss and muscle toning
claims it made about its electronic muscle stimulation device, (the “AB
Energizer”) . The company’s advertisements for the device which appeared on
television infomercials and its web site, gave the impression that without
performing any physical exercise, a person could lose weight, develop an
athletic physique with well defined abdominal muscles and receive the
benefits of a fully equipped gym.. Under the Consent Agreement, the
company will pay a $75,000 administrative monetary penalty, provide a
refund to customers, discontinue the sale of the device, and implement a
formal company policy regarding the use of advertisements and other
promotions.

Comments:

This case follows an earlier case involving similar claims for a very similar
device, (“the Abtronic”) sold by another company, which was removed from
the market in 2002. Again the old adage of those not learning from history
being destined to repeat it appears to apply.

4, Case Report

Topic:

Carbohydrate Claims for Foods Sold in Canada

Who:

Canadian Food Inspection Agency (“CFIA”)




When:

2004

Where:

Canada

What Happened:

The new Canadian food regulations to the Food and Drugs Act severely limit
the use of the wildly popular carb claims: However, currently one may
advertise under either the “old” food regulations until December 12, 2005 (at
which time the new food regulations must be met) or under the “new” food
regulations, but not under both. (Small companies with less than $1 million
revenue from food sales in Canada between December 12, 2001 and December
11, 2002 have until December 12, 2007 to meet the new food regulations.). A
nutrition facts table on product label automatically brings the product under
the new food regulations. While the “old” food regulations permit the use of
some carb claims under certain conditions, the new food regulations prohibit
the use of virtually all carb claims (with the exception of claims about the
amount of carbohydrate in a food such as “8 g of carbohydrate per 30 g
serving”)

The CFIA published an information letter reminding advertisers of these
requirements For example the letter states that the new food regulations do
not permit the use of brand names/trade-marks regarding carbohydrates nor
do they permit such terms as “net/ (impact/effective) carbohydrate, effective
carbohydrate or digestible carbs” “Low glycemic index/non-glycemic/ and
Glycemic index=X claims are not acceptable without support. Claims such as
“rapid absorption/does not raise blood sugar/” and related claims are
prohibited as they are considered to be drug claims. The letter also reminds
advertisers that weight reduction claims are limited to specific products,
namely a prepackaged meal, a meal replacement that meets compositional
requirements and food sold by a weight reduction clinic to clients in a weight
reduction program.

Comments:

It appears from this letter that the CFIA has anticipated and is rejecting some
of the ways that advertisers may try to make carb claims under the new “no
carb claim” food regulations. Clearly industry will be challenged in having to
stop making its beloved carb claims by December 2005 when the new food (no
carb claims) regulations become mandatory.

5. Self-Regulatory

Topic: Disguised Advertising Techniques / Imitation
Who: Advertising Standards Canada

When: 2004

Where: National

What Happened:

An unsolicited, direct-to-home advertisement for a fitness membership was
mailed to consumers in an official-looking envelope imprinted with a
Canadian flag and the words “Health and Wellness” on the upper left-hand
corner and the words, “Important Information About Your Health” in large
block letters.

The complainant believed that the advertisement inside the envelope was
deceptive because the envelope that contained the advertisement resembled
official federal or provincial government printed material, both in style and
marking.

In the ASC’s view, the Canadian flag adjacent to the words, “Health and
Wellness” was confusingly similar in style to Health Canada’s logo especially
when coupled with the words, “Important Information About Your Health”.




The ASC concluded that the envelope was a material element of the
advertisement and imitated the illustrations of another advertiser in such a
manner as to potentially mislead consumers. It also found that the envelope
conveyed the impression that it contained important public service
information that came from Heath Canada. Because the envelope contained
no indication that the material inside was a commercial solicitation, ASC also
concluded that the advertisement was presented in a style or format that
concealed its commercial intent, contrary to ASC’s Canadian Code of Advertising
Standards (“the Code”).

Comments:

The adoption of official-looking insignia, names and wording that is
suggestive of a government or official body, while tending to appear largely in
direct mail is also seen in other media such a print and on-line advertisements.
While action taken often involves trade mark issues, this case reminds us that
it also involves the broader deceptive practices of disguised advertising
techniques and imitation that violate the Code.

6. ASC Advertising
Guidelines

ASC is working with stakeholders to review the Comparative Food
Advertising Guidelines and comparative claim data requirements for
comparative food claims so as to extend comparative advertising and support
guidelines beyond food to products and services in general. For example,
among other matters, ASC considered the use of comparative “cherry-picking”
claims. The question arose as to whether 2 competitors each having its own X
and XX versions of a given product, should only make comparative claims
against the most similar version of its competitor’s product (i.e.: should
Competitor A only compare its XX version of its product to Competitor B's XX
version or may Competitor A compare its XX version to Competitor’s X’
version (even though Competitor B has an XX version too?). . While in this
example ASC was leaning toward continuing to permit such claims, some
further work will be done before the revised ASC comparative guidelines are
finalized.
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1. Legislation

Decree 2266

Topic: Sanitary registers of fitoterapéuticos goods.
Who: Health Ministry
When: July 15, 2004

What Happened:

Government started regulating the sanitary registers of fitoterapéuticos goods.

Main points of interest:

According to the article Number 2 of the Decree, fitoterapéutico good is a
product made from medicinal plant, cultivated in the country, in a
pharmaceutical form previously accepted, considered effective and safe, not
proofed in clinical studios, but used because of the experience of its benefits
relieving symptoms of illnesses.

The Decree states that the individual interested in the sanitary register of this
kind of goods must proof that the trademark application has been granted by
the Superintendency of Industry and Commerce, or, at least, filed before the
same entity.

Comments:

This requirement was not necessary before this Decree, but most of the owners
of sanitary registers and trademarks, and specialty consumers, had considered
that was important to establish this duty, in order to avoid confusion for the
consumers in case of goods with similar names that relieve the same illnesses.
If the trademark registration or application is required is less probable that
different companies or individuals use the same or similar denomination or
name for different products which could be the most risky situation for
consumers when they go to buy a medicine, specially this kind of products
that are sold without prescription (free sale).

Superintendency has to check the trademarks, granted or filed before, when is
studying new applications, in order to determine if there is a risk of confusion.
If it is found, the new application is denied. According to that, it would be the
first control and would do more complicated to get sanitary registers for goods
with similar names to other goods in the market, and consumers will be safer.

Other medicines which are only sold with medical prescription are easier to
control because people cannot get confused buying them since the pharmacist
will only sale the medicine prescribed by the doctor.

2. Legislation

Doctrine 04044806

Topic: Nice Classification of Goods and Services
Who: Superintendency of Industry and Commerce
When: August, 2004

What Happened:

Trademarks are a kind of distinctive sings that companies or individuals use in




the market in order to identify their products or services from the goods or
services of their competitors.

Not every fact originated in human acts can be considered a product or a
service. In that sense, the human activities not considered products or services
will not be able to be protected or registered as trademarks.

According to that, the Superintendency states that religious acts or other kind
of practices related to religion or sect, or cultural and political customs are not
considered services, and consequently, are not able to be registered as
trademarks or any other type of distinctive sing.

Regarding the social services related to childhood and family, these could be
registered in different classes of the Nice Classification. That is why the
applicant must identify the services in a clear way, as it is explained below:

1. If the services are related to feeding and lodging of people, it corresponds to
class 43.

2. If the services are related to medical attention and care of people the class
will be 44,

3. Legislation

Resolution No. 1960

Topic:

Regulation about relation between travel agencies and airlines in case of
international trips.

Who:

Aviation authority (“Aeronautica Civil*)

When:

May 28, 2004

What Happened:

The travel agencies and airlines can agree any commission for sales of
international air transportation services. (Before this resolution there was a
rate establish by the aviation authority.) Although the commission can be
agreed the rate can never be less than the six per cent (6%) of the value of the
air ticket.

Besides this change, the resolution states a governmental fee equivalent to four
per cent (4%) of the value of the tickets, applicable to the international air
transportation services sold in Colombia. Sales done through internet are
excluded of this administrative charge.

Any act of a travel agency or airline against this duty will be considered a
restrictive practice in the market that could be punished according to unfair
competition laws.

Comments:

It is a good initiative of the Government to leave the companies to establish the
conditions of their business which must be an effect or consequence of the
offer and demand of goods or services which includes the commission charged
for travel agencies, but it is also good to establish a minimum rate in order to
avoid unfair competition.

4. Legislation

Doctrine 04017461

Topic: Expiration of telephone cards
Who: Superintendency of Industry and Commerce
When: July, 2004

What Happened:

Resolution 087 of 1997, modified by the Resolution 575 of 2002, states that the
companies of mobile telephones should inform the expiration dates of pre-paid
telephone cards, before purchasing the card, but in any case the time of




expiration, from the first use and without being used, can not be lower than
one (1) year.

The companies will be responsible for the pre-paid card which means that if
the card does not work before the expiration date, the whole price must be
returned to the buyer.

Companies can establish a different time of expiration after the first use, but in
any case it has to be longer. The last day finishes at 12 at noon.

If the companies do not comply with this obligation the Superintendency of
Industry of Commerce can punish the companies with high fines.

Comments:

This is an important regulation since most of the consumers’ complaints,
before the Superintendency, are related to mobile telephone services and
recently about pre paid cards. There are many services provided by the
mobile telephone companies that usually do not work or have problems. That
is way the entity mentioned is more concerned about it.

5. Legislation

Resolution 1553 and Decree 2975 of 2004

Topic: Private sweepstakes Companies.
Who: Health Ministry
When: September, 2004

What Happened:

Government opened a public bid to choose a private Company of Lottery
which was not possible before since sweepstakes used to be administrated by
public entities.

Private companies might provide sweepstakes services but in order to do it
have to participate in a public bid and to enter into an agreement with the
Government that guaranties the contractor will pay the prizes and will
transfers the commission for social security.

The agreement celebrated with the Government will be regulated by the rules
of public contract which are favorable to this last party and according to that
will always be supervised by the Ministry and other public entities.

Comments:

This is another example of how the private companies or individuals have
started to provide public services or services that were administrated only by
the Government. Most of these cases have been successful and have had fewer
complaints than services provided by public bodies.

6. Legislation

Doctrine 04049366

Topic: Prices stamped in imported products
Who: Superintendency of Industry and Commerce
When: July 19, 2004

What Happened:

The Law of Consumers states that all the information stamped in the label of
the goods, about quality, quantity and price, must be trued o clear enough in
order to avoid mistakes that can affect the consumers. Every supplier or seller
of goods has to indicate the price in pesos (Colombian currency) which could
be done according to the different systems allowed for the Superintendency
(individual prices, prices in each stand, price for weight, etc).

If any good has two prices in the label the minimum price will be charge to the
consumer, but in every case the prices that will be considered are the prices in




pesos not in other currency (i.e. dollars).

Consequently, when the imported products have a price in foreign currency,
previously stamped, the price that the consumer has to pay is the one in pesos.
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1. Regulation

Topic: New broadcasting regulation
Who: Ministry of Government
When: June 2004

What Happened:

Ministry of Government issued a new administrative regulation for
broadcasting. The new rules establish the procedures for the assignment,
operation and transfer of TV and radio concessions.

Comments:

This administrative regulation is an attempt to fill the many gaps left by the
Radio and Television Law. The main criticism received to this regulation is
that — according to many — this subject must be regulated by a formal Law
issued by Congress, and not by a governmental decree.

Leaders in the industry coincide on the need of a new Law. However, this
regulation is seen as a temporary solution to the many inconveniences of an
old Law considered by many as obsolete.

2. Case Report

ONCP v. ICE NK8.0

Topic: Portrayal of men and women
Who: Oficina Nacional de Control de Propaganda (ONCP)
When: August 2004

What Happened:

The National Office for advertising Control (ONCP), under a recent new
director, forbids a billboard of a beverage on the grounds that it “offended the
dignity of women by trying to increase sales using the image of a women’s
body in a sexually suggestive way”.

The ad showed a barely dressed girl in a suggestive pose, showing a tattoo on
her back with the words “Express Yourself”.

Comments:

Adding up to the fact that this matter is subjective in nature, it has been the
case for most regulators that the criteria and interpretation of regulations
swings back and forth every time that there is a new director in office.

After a period of calm and relatively lenient criteria, a recent new change of
direction anticipates more difficulties for advertisers, as the evaluation criteria
became stricter.

3. Case Report

ONCP v. Centenario Hard Cola 8.0

Topic: Obscenity
Where: Oficina Nacional de Control de Propaganda (ONCP)
When: August 2004

What Happened:

The National Office of Advertising Control (ONCP) ordered to stop the use of
a billboard on the grounds that it uses the physical attributes of women




together with obscene gestures.

The ad showed to girls caressing in a suggestive way, along with the phrase
“more of what you like”. ONCP considered that this image shows women as a
sexual object, distorting the concept of women.

When approaching the obscenity issue, the ONCP did not considered the
image as obscene in itself. The decision expressly said that there is nothing
wrong with two girls hugging. The objection was based on the fact that one of
the girls is cuddling in a way that unduly shows her middle finger.

Comments:

In addition of being another example of the “new approach” of the
commission (mentioned previously in this report), this type of approaches
shows how difficult it becomes to draw the line when it comes to taste and
decency.

4. Regulation

“Reglamento para la regulacién del correo masivo no deseado”.

Topic: Spam
Where: Radiografica Costarricense, S.A. (RACSA)
When: August 2004

What Happened:

RACSA, the public company operating the state monopoly on the Internet,
issued a regulation that covers spam through its servers.

Among others, this regulation establishes an obligation form senders to keep
an updated registry of all those willing to receive email messages.
Additionally, every message must include an op-out option.

The regulation also establishes penalties for spamming, and a procedure to file
complaints.

It is important to know that messages sent unintentionally (i.e. due to a virus)
are also subject to penalties. The justification is that every computer owner is
responsible for the vulnerability of his/her system.

Comments:

Some people question the authority of RACSA to issue such a regulation, since
it is not a formal authority, but rather a State-owned company.

However, left that aside, it is important to note that this regulation is a step
forward to regulate an area in which Costa Rica is evidently falling behind.

5. Case Report:

F.G.A v. Euro Inversiones Inmobiliarias, S.A.

Topic: Deceitful advertising
Where: Comision Nacional del Consumidor (CNC)
When: August 2004

What Happened:

The CNC imposed a penalty to a Real Estate developer, since it advertised the
of sale properties in a Condominium. Pictures in the ad included a Club
House and “cascade pools”.

A buyer of a lot filed a complaint, since the common areas of the condominium
did not include the Club House shown, and the pool was different from the
one shown in the pictures of the advertisement.

During the procedure, the Commission found out that the pools and houses
shown in the ad where private properties, built by previous owners in their




own lots.

By showing this pictures — Commission said — advertiser created the
impression that these buildings where common to all owners, and therefore
the advertising became deceitful. Additionally, it considered that all claims —
express and implied — become part of the sales agreement with consumers.

Comments: This case shows how sometimes a picture is worth more than words, and how
an omission can create obligations beyond the intentions of the advertiser.




