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What are Trademark Disclaimers?

Trademark disclaimer is a statement which serves to clarify or delineate the scope and limitation of the rights
associated with a trademark. By succumbing to a disclaimer, a trademark owner is essentially acknowledging
that its exclusivity or monopoly does not extend to cover a certain element in the trademark, thereby potentially
allowing others to use the element disclaimed in its trademark or branding.

Disclaimers are often imposed on part (or parts) of a trademark which is common in the trade, descriptive of
the goods and/or services applied for, a laudatory epithet, a geographical name, an alphabet or a numeral which
is not represented in a distinctive manner, or in a broad sense, elements which are non-distinctive and not
registrable. For illustration purposes:

e The word ‘sushi’ is not distinctive of goods related to sushi;
e An ordinary representation of a refrigerator image is not distinctive of goods in that category.
Effect of Disclaimers on Assessment of Trademark Similarity

As stipulated in Section 48(5) of the Trademarks Act 2019, if a trademark is registered subject to any disclaimer,
the rights of the proprietor will be restricted by the disclaimer. At first blush, a disclaimer may appear unappealing
to some trademark owners as it seemingly restricts their rights, leaving them with no recourse in the event
that an unauthorized party incorporates the disclaimed elements into its trademark or branding. Well, yes, but
actually no.
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The Federal Court case of Ortus Expert White Sdn Bhd v Nor Yanni bt Adom & Anor [2022] 2 MLJ 67 provides
illuminating insights into this matter:

“.. it is our judgment that the court can consider disclaimed words in juxtaposition or in combination with the
essential features in determining the likelihood of confusion in a trademark infringement action. However, to

determine the applicable test for likelihood of confusion and/or deception in a trademark infringement action, it
is pertinent to look at the nature and legal position of essential features.”

The following are valuable principles gleaned from the Federal Court judgment:

(a) In a trademark infringement context, disclaimed elements ought to be considered in juxtaposition or
in combination with the essential features in the registered trademark in order to decide whether there is a
likelihood of confusion;

(b) However, the disclaimed elements cannot be considered essential feature of the trademark alleged to be
infringed;
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(c) The issues of infringement and likelihood of
confusion cannot be decided based solely on the
use of the disclaimed elements. In other words, the
cause of action does not arise for the trademark
owner merely due to the imitation of the disclaimed
elements;

(d) The court can consider the disclaimed elements in
terms of their appearance, sound, and how they are
used in the relevant industry to determine if there is a
likelihood of confusion;

(e) When assessing the trademarks, the court should
consider them as a whole in a holistic manner, factoring
in the disclaimed elements. The arrangement and
positioning of the elements within the trademarks
should be considered to determine if the overall
similarity is likely to cause confusion.

The Federal Court judgment has cleared the previously
murky waters, providing a degree of clarity.

Key Takeaway for Unauthorised Users

It is crucial to understand that adopting a
disclaimed element from a registered trademark
does not automatically ensure immunity from
legal consequences. The court will still evaluate
the trademarks in dispute based on the overall
impression they create to determine whether there is

infringement.

Vital Tips for Trademark Owners

* Although a trademark disclaimer curtails exclusivity
over the disclaimed element, a trademark owner will
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still retain exclusivity over the mark as a whole.

e While a disclaimer may be a useful tool for
circumventing non-distinctiveness objection, it
is important to avoid needlessly restricting or
compromising your own rights. When in doubt, it is

advisable to seek advice from trademark experts.

e A trademark applicant has the option to disclaim
exclusive rights over any specific elements within a
trademark during the filing of a trademark application.
Alternatively, one may choose to offer a disclaimer
later in response to a provisional refusal, if any, by the
Registrar of Trademarks. In some cases, the Registrar
may issue a conditional acceptance, stipulating that
the trademark will be accepted for registration only if
the applicant agrees to disclaim a specified element
within the trademark. It is important to note that in
the latter two scenarios, additional official fees will
be incurred to amend the trademark application by
adding the disclaimer. For cost-saving purposes, the
applicant may opt for the first approach in appropriate
cases.

e A disclaimer offered or agreed to cannot be revoked
once the application has been accepted by the
Registrar.

e If an applicant is minded to amend the trademark
application to disclaim any exclusive right over a
specific element within a trademark pursuant to
an opposition proceeding, the Registrar, before
accepting the voluntary disclaimer, is required to take

into consideration the opponent's consent.

For further information and advice on this article and/or on any areas of trademark and/or intellectual property law, please contact Ng Kim Poh

at kimpoh.ng@taypartners.com.my.
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M&A: Shareholders’ Rights in Malaysia

Preparing a shareholders’ agreement for a merger and acquisition (M&A) transaction
requires an in-depth understanding of shareholders’ rights and powers under the laws
and the relationship between the shareholders.

The relationship between the shareholders may mean that notwithstanding the majority
shareholder(s) is able to pass certain resolutions, the shareholders may agree that
those matters may only be passed with affirmative votes of all or certain shareholders.

The following sets out some of the shareholders’ rights and powers in respect of
different levels of shareholding in a private company limited by shares in Malaysia as
provided under the Companies Act 2016.

Shareholding Rights

At least 5% The shareholder may:

e Dblock reappointment of auditor (s. 270(1))

e require the company to circulate a resolution that may properly
be moved as a written resolution (section 302(1)).

At least 10% The holder may require the company to pass a resolution to approve the
payment of directors fees or other benefits if the hold er considers the
payment was not fair to the company (s. 230(4)).

More than 25% The holder may block special resolutions of the company.

More than 50% The holder may:
e approve the following:
— allotment of shares:
— granting rights to subscribe for shares:
— conversion of any security into shares: or
— allotment of shares under an agreement or option or offer (s.
75(1))
e appoint directors of the company (s. 202(2))
e remove a director before expiration of the directors period of
office (subject to constitution) (s. 206(1)(a)).

75% or more The holder may ensure special resolutions are passed for matters
including the following:
e change of name of the company (s. 28(1))
adoption of the companys constitution (s. 32(1))
amendment to the companys constitution (s. 36(1))
share capital reduction (s. 115)
voluntary winding up of the company (s. 439(1))

WONG MEI YING
Partner
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For further information and advice on this article and/or on any areas of M&A or shareholders’ agreement,
please contact Wong Mei Ying at meiying.wong@taypartners.com.my
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Are You an
Employee oran
Independent
Contractor?

We have succeeded inrepresenting a multinational
company in High Court for a criminal appeal
related to Section 5 and 94(g) of the Employees’
Social Security Act 1969.

In essence, this case concerns the alleged failure
to pay Social Security Organisation (SOCSO)
contributions by the company for its employee
as required under Section 5 of Employees’ Social
Security Act 1969. It is the company’s position
that the individual involved was an independent
contractor and hence was not an employee under
the meaning of Section 2(5) Employees Social
Security Act 1969.

COURT DECISION

In arriving at the decision that there existed a
contract for service (for independent contractor),
the Court considered that the independent
contractors did not have fixed working schedule
and the service appointments were dictated by
the company’s customers without the company’s
involvement. The allowances provided by
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the company were also based on the number
of services rendered by the independent
contractors each month. There was no minimum
payment or guaranteed payment to be paid to the
independent contractors by the company and the
payment depends on the number of services/jobs
taken up by the independent contractors.

The Court applied the applicable tests and
decided that there was no element of control
of the independent contractors by the company
because they had complete liberty in deciding the
working time, duration, amount and the manner of
conducting or completing work. The jobs can be
done by other independent contractors if another
independent contractor chose not to take up the
jobs. The independent contractors were also not
part and parcel of the company’s business.

The Subordinate Court found that SOCSO has
failed to prove that a prima facie case which
warrants the defence to be called.

HIGH COURT DECISION

The High Court decided that the Subordinate
Court had not erred in its decision and had
undertaken a maximum evaluation of all the
evidence made available. The High Court affirmed
the Subordinate Court’s decision that the peculiar
features of engagement point towards the
conclusion that the arrangement was a Contract
for Service under all applicable tests, i.e. the
Control Test, Independence Test, Integration Test,
Economic Reality Test and Entrepreneur Test. The
factors considered by the High Court include but
were not limited to -
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Are You an Employee or an Independent Contractor?
a) the independent contractors had no fixed
hours and location of work,
b) theindependent contractors had the freedom
to decide when to and not to work,
c) the independent contractors were not given
minimum payment or guaranteed payment,
d) the independent contractors registered their
own companies and had side businesses,
e) there was no exclusivity of service, and the
independent contractors can have different jobs
at the same time; and
f)  all spare parts and tools needed in the course
of work were purchased by the independent
contractors.

KEY TAKEAWAYS

The consequences for misclassifying employees
as independent contractors can lead to severe
impact and penalties. Companies that engage and
rely on group of agents or contractors should be
cautious to ensure that the contracts for service
truly reflected the relationship of an independent
contractor and not an employer-employee
relationship under the pretext of an independent
contractor.

The recent amendments to the Employment
Act 1955 codified a list of elements whereby an
employment relationship shall be presumed until
the contrary is proven by the employer.

While the distinction between an “employee”
and an “independent contractor” could be fuzzy,
companies should never be.

Partner, Head of Dispute Resolution and Employment & Industrial Relations Practice Groups

For further information and advice on this article and/or on any areas of Dispute Resolution and Employment & Industrial Relations,

please contact Leonard Yeoh at leonard.yeoh@taypartners.com.my
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