[image: image1.png]


REPUBLIC OF SOUTH AFRICA

IN THE HIGH COURT OF SOUTH AFRICA

GAUTENG LOCAL DIVISION, JOHANNESBURG








          CASE NO: A5002/2019
	In the matter between:
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	JUDGMENT SUMMARY 


Trade mark infringement – s 34(1) Trade Marks Act 194 of 1993 – sale and distribution of genuine trade-marked products does not constitute infringement of s 34(1)(a) of Act – trade mark proprietor’s right does not extend to controlling unauthorised sale of its genuine trade-marked products – s 34(1)(a) serves to protect trade mark as a badge of origin – enables consumer, without possibility of confusion, to distinguish the product or services of the trade mark holder from the goods or services of others – badge of origin function of trade mark not undermined by sale of genuine and unaltered goods – strikes balance between trade mark proprietor, competitors and the public – prevents trade mark holder from monopolising the market – permitting sale of genuine trade-marked products consistent with protection afforded by s 34(2)(d) – consideration of whether unauthorised use of trade mark on invoices constituted infringement under s 34(1)(a) – created impression of a trade association between supplier of the trade-marked goods and the trade mark holder – necessary to distinguish use of trade mark as a ‘badge of origin’ from use of a trade mark which connotes existence of trade association between trade mark owner and seller of goods to consumer – ‘badge of origin’ refers to original source of the goods and not to the mechanism of how the trade-marked goods were acquired – s 34(1)(a) does not apply to circumstances where the trade mark is used to create an impression that a trade association exists between the trade mark holder and the seller of the goods bearing the trade mark.
The majority decision
The respondent was the proprietor of the registered trade mark ‘Calzanetto’. The appeal was against the order of the court a quo interdicting the appellant, Dix, from using the trade mark. The Court was confronted with two allegations of trade mark infringement under s 34(1)(a) of the Trade Marks Act 194 of 1993 (the ‘Act’). Section 34(1)(a) provides that a trade mark right is infringed by the unauthorised use in the course of trade in relation to goods or services in respect of which the trade mark is registered, of an identical mark, or mark so similar to the trade mark so as to be likely to deceive or cause confusion.
The two instances of alleged infringement were as follows:

1. The sale and distribution of the respondent’s products bearing the ‘Calzanetto’ trade mark by the appellant without the consent of the trade mark holder; and

2. The issuing of invoices bearing the ‘Calzanetto’ trade mark by the appellant.
Unauthorised use of trade mark through the sale of genuine goods
The court a quo had held that due to fact that the appellant did not have the permission of the trade mark holder to distribute the goods bearing the Calzanetto trade mark, the appellant had infringed on the respondent’s trade mark rights under s 34(1)(a) by selling its products. There was no dispute that the appellant was trading in genuine Calzanetto products.
The appellant had relied on s 34(2)(d) as a defence. This section provides that a trade mark is not infringed by the importation, distribution, sale or offering of goods to which the trade mark has been applied by or with the consent of the owner thereof. The court a quo held that the defence in s 34(1)(d) was not applicable, as it only indemnified a party who traded with the consent of the owner of the trade mark.
In contrast to the court a quo, the majority of the appeal court held that the sale of genuine goods bearing the ‘Calzanetto’ trade mark did not contravene s 34(1)(a) of the Act and that the appellant was entitled to rely on s 34(2)(d) as a defence. The majority reasoned as follows:
(a) The import of the term ‘unauthorised’ in s 34(1)(a) should not be interpreted to prohibit the sale of genuine goods bearing the original trade mark. Although the term, in a literal sense, makes s 34(1)(a) wide enough to encompass the sale of genuine goods without the consent of the trade mark holder, such an approach is incompatible with well-established principles of trade mark law and the interpretation previously accorded to the term.

(b) The purpose of s 34(1)(a) is to protect the function of a trade mark as a ‘badge of origin’. A badge of origin enables a consumer, without the possibility of confusion, to distinguish the product or services of the trade mark holder from the goods or services of others. There is no confusion or deception created where genuine Calzanetto goods bearing the ‘Calzanetto’ trade mark are sold to the end-user. The badge of origin function of the trade mark is not undermined by the sale of the trade mark holder’s unaltered and genuine goods. 
(c) By allowing the unauthorised sale of a trade mark proprietor’s genuine products, a balance is struck in the market between the consumers, trade mark holders, and competitors; it prevents the trade mark proprietor from monopolising the market.
The unauthorised use of a trade mark on invoices
The respondent argued that by using the ‘Calzanetto’ trade mark on his invoices, the appellant was purporting to trade under the name of its previous authorised distributor, Calzanetto SA (Pty) Ltd. The appellant argued that this had contravened its trade mark rights under s 34(1)(a) of the Act.
The majority found that s 34(1)(a) is a primary infringement provision and limited in the scope of protection that it extends to the rights of trade mark holders. In this regard, the majority distinguished between two different sets of circumstances: the use of a trade mark as a badge of origin; and the use of a trade mark in a manner which creates the impression to the consumer that there is a trade association between the trade mark owner and the seller of the trade-marked goods.

It was held that the badge of origin functionality protected by s 34(1)(a) did not extend to connoting the existence, to the consumer, of a trade association between the trade mark proprietor and the supplier of its goods. A ‘badge of origin’ refers to the original source of the goods or services, and not to the mechanism through which they were acquired. Its purpose is to prevent confusion or deceit as to the identity of the trade mark holder in respect of the goods, as opposed to the identity of the seller of the goods. The conduct of the appellant did not contravene s 34(1)(a) of the Act.
Order: The appeal was upheld and the original application was dismissed with costs.
Dissenting judgment
In contrast to the majority, the minority found that the appellant had contravened s 34(1)(a) of the Act. The minority held that the unauthorised use of the ‘Calzanetto’ name misrepresented the origin of the goods in the course of trade in competition with the trade mark holder. It was found that the appellant took advantage of the reputation and goodwill of the trade mark owner and his conduct would confuse the end-user as to the identity of the supplier of the goods. The unauthorised use of the trade mark on the invoices would be highly detrimental to the distinctive character or repute of the trade mark, and would have a negative impact on the commercial interests of the trade mark proprietor and its authorised distributors.
In this regard, the minority referred to s 25(2) of the Consumer Protection Act 68 of 2008, which requires any party marketing trade-marked goods without the consent of the trade mark holder to place a conspicuous notice to those goods informing the customers thereof. The minority stated that this would ensure that consumers who purchased the goods would be made aware that the goods are not covered by the warranty of an authorised distributor, and a consumer would be able to make an informed choice on whether or not to purchase the product. The conduct of the appellant undermined this safeguard. 
On the issue of competition in the market, it was reasoned that although parties are entitled to carry on trade or business in competition with rivals, the competition had to remain within lawful limits.
The minority found that the use of the protected name ‘Calzanetto’ on the invoices amounted to passing off and that the defence provided for in s 34(2)(d) did not apply. In interpreting s 34(2)(d), the minority held that the defence could not be relied on by the appellant because, properly construed, it required the consent of the trade mark proprietor, which the appellant lacked.
The minority upheld the order of the court a quo, reiterating that the protected name of ‘Calzanetto’ had to be expunged from the appellant’s invoices.
Majority: Matojane J, Windell J
Minority: Mudau J
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