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Higher Court: imitating the appearance of a restaurant
constitutes unfair competition

Slovenia - ITEM doo

e Wok to Walk chain of restaurants sued defendant for trademark and trade
dress infringement

e Circuit Court and Higher Court found that defendant's actions constituted
unfair competition and awarded €100,000 in damages

e Itis the first time that courts have granted protection to restaurant’s trade
dress based on unfair competition

In Wok to Walk Franchise BV v Naravno zdravilisce Bukovnica doo (Ref No V Cpg
164/2018, 5 April 2018, released in May 2018), the Higher Court has confirmed a first-
instance decision ordering the defendant to stop using an infringing sign, change the
appearance of its restaurant and pay €100,000 (plus interest) in damages to the plaintiff.
The courts held that imitating the trade dress of the plaintiff's restaurants constituted
unfair competition, even if the trade dress as such was not protected by copyright.

Background

In April 2014 the defendant opened a fast-food restaurant called The Wok’ on one of the
busiest streets of Ljubljana, the capital of Slovenia. The internal and external design of
the restaurant imitated the overall appearance and design (ie, trade dress) of the
growing Wok to Walk franchise chain of restaurants. The key design imitations included
the use of similar food containers, wall decorations, menus and webpages.

Additionally, the defendant marked its restaurant using the following sign:
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Wok to Walk believed that this sign was similar to its EU trademark (EUTM) No 10081602,
depicted below:

After a few rounds of unsuccessful pre-trial settlement negotiations, Wok to Walk filed an
infringement action with the Circuit Court, seeking, among other things:

e a prohibition against future infringement of Wok to Walk's EUTM and against use of
design elements comprising the trade dress; and
e damages.

Within the court procedure, Walk to Walk claimed that its trade dress constituted an
artistic work, protected by copyright laws, and that the look of the controversial The Wok
restaurant was an illegal modification of that artistic work. Further, it claimed that the
defendant's actions constituted unfair competition, regardless of whether said work
enjoyed copyright protection.

Regarding the trademark infringement claim, Wok to Walk argued that the court should
consider the circumstances of the defendant's use of the infringing sign, including the
overall similarity of its restaurant with the Wok to Walk chain of restaurants, thus finding
that there was a likelihood of confusion on the part of the public. Finally, Wok to Walk
sought damages for the infringing use of its trade dress and EUTM according to the
licence analogy.

In contrast, the defendant argued that Wok to Walk's trade dress did not constitute a
uniform artistic work. It further argued that the design of its restaurant was sufficiently
different so that it could not be considered as a copy or impermissible alteration of the
Wok to Walk trade dress. In addition, there was no unfair competition as the parties were
not competing in the same market (there are no Wok to Walk restaurants in Slovenia).

Circuit Court decision

In December 2017 the Circuit Court issued a judgment (Ref No IV Pg 4846/2014) granting
most of Wok to Walk's claims. The Circuit Court held that the overall trade dress of the
Wok to Walk restaurants did not constitute a uniform artistic work and thus did not enjoy
copyright protection. However, the defendant's actions did constitute unfair competition;
in particular, the appearance of the defendant's restaurant was clearly intended to
deceive consumers to the detriment of Wok to Walk. The court explained that the parties
clearly competed on the same market (ie, the EU market); therefore, all the conditions for
unfair competition were met. Consequently, the court prohibited the defendant from
using its The Wok sign and other key elements of the Wok to Walk trade dress, and
awarded Wok to Walk €100,000 in damages.
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The defendant appealed the judgment in its entirety, arguing, among other things, that
unfair competition is not a substitute for copyright protection. Given that the court
clearly found that Wok to Walk's trade dress did not enjoy copyright protection, a
potentially similar trade dress could not be relevant under the unfair competition laws.

Higher Court decision

In April 2018 the Higher Court rejected the appeal and upheld the judgment of the Circuit
Court. The court reasoned that the issue of whether the defendant's acts fell under
unfair competition laws should be considered independently, regardless of the other
grounds on which Wok to Walk based its action (eg, copyright protection). Therefore, the
Higher Court confirmed the first-instance decision that the defendant's actions
constituted unfair competition, and held that the damages awarded were appropriate
given the nature and scope of the infringement.

Comment

This judgment is important for several reasons, but mainly because it is the first time that
the Slovenian courts have granted protection to the trade dress of a restaurant or shop
based on unfair competition, and even awarded damages to the previous user of a
similar trade dress. This considerably extends the tools available to right holders when
seeking to enforce their rights.

Igor Setinc, Item doo, Ljubljana
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