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PLAYBOY ENTERPRISES, INC v. TERRI WELLES, 279 F.3d 796 (2002)
UNITED STATES COURT OF APPEALS FOR THE NINTH CIRCUIT

T.G. NELSON, Circuit Judge:

Playboy Enterprises, Inc. (PEl), appeals the district court's grant of summary judgment as to its claims of
trademark infringement, unfair competition, and breach of contract against Terri Welles; Terri Welles, Inc.; Pippi, Inc.; and
Welles' current and former "webmasters," Steven Huntington and Michael Mihalko. We have jurisdiction pursuant to 28
U.S.C. § 1291, and we affirm in part and reverse in part.

In a separate memorandum disposition, we resolve Welles' cross-appeal of the district court's grant of summary
judgment as to her counterclaims for defamation, intentional infliction of emotional distress, unfair competition, and
interference with prospective economic advantage. Welles, Huntington and Mihalko also appeal the district court's denial
of their requests for attorney's fees. We resolve that issue in the memorandum disposition as well.

.
Background

Terri Welles was on the cover of Playboy in 1981 and was chosen to be the Playboy Playmate of the Year for
1981. Her use of the title "Playboy Playmate of the Year 1981," and her use of other trademarked terms on her website
are at issue in this suit. During the relevant time period, Welles' website offered information about and free photos of
Welles, advertised photos for sale, advertised memberships in her photo club, and promoted her services as a
spokesperson. A biographical section described Welles' selection as Playmate of the Year in 1981 and her years modeling
for PEI. After the lawsuit began, Welles included discussions of the suit and criticism of PEI on her website and included a
note disclaiming any association with PEI.

PEI complains of four different uses of its trademarked terms on Welles' website: (1) the terms "Playboy "and
"Playmate" in the metatags of the website; % (2) the phrase "Playmate of the Year 1981" on the masthead of the
website; (3) the phrases "Playboy Playmate of the Year 1981 "and "Playmate of the Year 1981" on various banner ads,
which may be transferred to other websites; and (4) the repeated use of the abbreviation "PMOQY '81" as the watermark
on the pages of the website. PEI claimed that these uses of its marks constituted trademark infringement, dilution, false
designation of origin, and unfair competition. The district court granted defendants' motion for summary judgment. PEI
appeals the grant of summary judgment on its infringement and dilution claims. We affirm in part and reverse in part.

The district court also granted summary judgment on PEl's contract claims. Those claims arose from a contract
between PEIl and a corporation created by Welles, "Pippi, Inc." When Welles agreed to be Playmate of the Year in 1981,
Pippi, Inc., signed a contract with PEl. The contract contained a term requiring prior written approval from PEI before
Welles made any "non-Playboy use of her name with the designation 'Playmate of the Year.' "Pippi, Inc., was dissolved in
1984. PEI argues that Pippi, Inc., was Welles' alter ego and that the terms of the contract are currently enforceable
against Welles. The district court rejected this argument and granted summary judgment on PEl's contract claims in favor
of Welles. We affirm.

1.
Standard of Review
We review the district court's grant of summary judgment de novo. Viewing the evidence in the light most
favorable to the nonmoving party, we must determine whether there are any genuine issues of material fact and whether
the district court correctly applied the relevant substantive law. > The court must not weigh the evidence or determine
the truth of the matter but only determine whether there is a genuine issue for trial.

Il
Discussion
A. Trademark Infringement
Except for the use of PEl's protected terms in the wallpaper of Welles' website, we conclude that Welles' uses of
PEl's trademarks are permissible, nominative uses. They imply no current sponsorship or endorsement by PEI. Instead,
they serve to identify Welles as a past PEl "Playmate of the Year."
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We articulated the test for a permissible, nominative use in New Kids On The Block v. New America Publishing,
Inc. The band, New Kids On The Block, claimed trademark infringement arising from the use of their trademarked name
by several newspapers. The newspapers had conducted polls asking which member of the band New Kids On The Block
was the best and most popular. The papers' use of the trademarked term did not fall within the traditional fair use
doctrine. Unlike a traditional fair use scenario, the defendant newspaper was using the trademarked term to describe not
its own product, but the plaintiff's. Thus, the factors used to evaluate fair use were inapplicable. The use was nonetheless
permissible, we concluded, based on its nominative nature.

We adopted the following test for nominative use:

First, the product or service in question must be one not readily identifiable without use of the
trademark; second, only so much of the mark or marks may be used as is reasonably necessary to identify the
product or service; and third, the user must do nothing that would, in conjunction with the mark, suggest
sponsorship or endorsement by the trademark holder.

We noted in New Kids that a nominative use may also be a commercial one.

In cases in which the defendant raises a nominative use defense, the above three-factor test should be applied
instead of the test for likelihood of confusion set forth in Sleekcraft. The three-factor test better evaluates the likelihood
of confusion in nominative use cases. When a defendant uses a trademark nominally, the trademark will be identical to
the plaintiff's mark, at least in terms of the words in question. Thus, application of the Sleekcraft test, which focuses on
the similarity of the mark used by the plaintiff and the defendant, would lead to the incorrect conclusion that virtually all
nominative uses are confusing. The three-factor test -- with its requirements that the defendant use marks only when no
descriptive substitute exists, use no more of the mark than necessary, and do nothing to suggest sponsorship or
endorsement by the mark holder --better addresses concerns regarding the likelihood of confusion in nominative use
cases.

We group the uses of PEl's trademarked terms into three for the purpose of applying the test for nominative use.
First, we analyze Welles' use of the terms in headlines and banner advertisements. We conclude that those uses are
clearly nominative. Second, we analyze the use of the terms in the metatags for Welles' website, which we conclude are
nominative as well. Finally, we analyze the terms as used in the wallpaper of the website. We conclude that this use is not
nominative and remand for a determination of whether it infringes on a PEl trademark.

1. Headlines and banner advertisements.

To satisfy the first part of the test for nominative use, "the product or service in question must be one not readily
identifiable without use of the trademark[.]" This situation arises "when a trademark also describes a person, a place or
an attribute of a product" and there is no descriptive substitute for the trademark. In such a circumstance, allowing the
trademark holder exclusive rights would allow the language to "be depleted in much the same way as if generic words
were protectable." In New Kids, we gave the example of the trademarked term, "Chicago Bulls." We explained that "one
might refer to the 'two-time world champions' or' the professional basketball team from Chicago,' but it's far simpler (and
more likely to be understood) to refer to the Chicago Bulls." Moreover, such a use of the trademark would "not imply
sponsorship or endorsement of the product because the mark is used only to describe the thing, rather than to identify its
source." Thus, we concluded, such uses must be excepted from trademark infringement law.

The district court properly identified Welles' situation as one which must also be excepted. No descriptive
substitute exists for PEl's trademarks in this context. The court explained:

There is no other way that Ms. Welles can identify or describe herself and her services without venturing
into absurd descriptive phrases. To describe herself as the "nude model selected by Mr. Hefner's magazine as its
number-one prototypical woman for the year 1981" would be impractical as well as ineffectual in identifying Terri
Welles to the public.

We agree. Just as the newspapers in New Kids could only identify the band clearly by using its trademarked
name, so can Welles only identify herself clearly by using PEI's trademarked title.

The second part of the nominative use test requires that "only so much of the mark or marks may be used as is
reasonably necessary to identify the product or service[.]" New Kids provided the following examples to explain this
element: "[A] soft drink competitor would be entitled to compare its product to Coca-Cola or Coke, but would not be
entitled to use Coca-Cola's distinctive lettering." Similarly, in a past case, an auto shop was allowed to use the
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trademarked term "Volkswagen" on a sign describing the cars it repaired, in part because the shop "did not use
Volkswagen's distinctive lettering style or color scheme, nor did he display the encircled 'VW' emblem." Welles' banner
advertisements and headlines satisfy this element because they use only the trademarked words, not the font or symbols
associated with the trademarks.

The third element requires that the user do "nothing that would, in conjunction with the mark, suggest
sponsorship or endorsement by the trademark holder." As to this element, we conclude that aside from the wallpaper,
which we address separately, Welles does nothing in conjunction with her use of the marks to suggest sponsorship or
endorsement by PEI. The marks are clearly used to describe the title she received from PEIl in 1981, a title that helps
describe who she is. It would be unreasonable to assume that the Chicago Bulls sponsored a website of Michael Jordan's
simply because his name appeared with the appellation "former Chicago Bull." Similarly, in this case, it would be
unreasonable to assume that PEI currently sponsors or endorses someone who describes herself as a "Playboy Playmate
of the Year in 1981." The designation of the year, in our case, serves the same function as the "former" in our example. It
shows that any sponsorship or endorsement occurred in the past.

In addition to doing nothing in conjunction with her use of the marks to suggest sponsorship or endorsement by
PEI, Welles affirmatively disavows any sponsorship or endorsement. Her site contains a clear statement disclaiming any
connection to PEIl. Moreover, the text of the site describes her ongoing legal battles with the company.

For the foregoing reasons, we conclude that Welles' use of PEl's marks in her headlines and banner
advertisements is a nominative use excepted from the law of trademark infringement.

Welles includes the terms "playboy" and "playmate" in her metatags. Metatags describe the contents of a
website using keywords. Some search engines search metatags to identify websites relevant to a search. Thus, when an
internet searcher enters "playboy" or "playmate" into a search engine that uses metatags, the results will include Welles'
site. Because Welles' metatags do not repeat the terms extensively, her site will not be at the top of the list of search
results. Applying the three-factor test for nominative use, we conclude that the use of the trademarked terms in Welles'
metatags is nominative.

As we discussed above with regard to the headlines and banner advertisements, Welles has no practical way of
describing herself without using trademarked terms. In the context of metatags, we conclude that she has no practical
way of identifying the content of her website without referring to PEI's trademarks.

A large portion of Welles' website discusses her association with Playboy over the years. Thus, the trademarked
terms accurately describe the contents of Welles' website, in addition to describing Welles. Forcing Welles and others to
use absurd turns of phrase in their metatags, such as those necessary to identify Welles, would be particularly damaging
in the internet search context. Searchers would have a much more difficult time locating relevant websites if they could
do so only by correctly guessing the long phrases necessary to substitute for trademarks. We can hardly expect someone
searching for Welles' site to imagine the same phrase proposed by the district court to describe Welles without referring
to Playboy -- "the nude model selected by Mr. Hefner's organization ...." Yet if someone could not remember her name,
that is what they would have to do. Similarly, someone searching for critiques of Playboy on the internet would have a
difficult time if internet sites could not list the object of their critique in their metatags.

There is simply no descriptive substitute for the trademarks used in Welles' metatags. Precluding their use would
have the unwanted effect of hindering the free flow of information on the internet, something which is certainly not a
goal of trademark law. Accordingly, the use of trademarked terms in the metatags meets the first part of the test for
nominative use.

We conclude that the metatags satisfy the second and third elements of the test as well. The metatags use only
so much of the marks as reasonably necessary and nothing is done in conjunction with them to suggest sponsorship or
endorsement by the trademark holder. We note that our decision might differ if the metatags listed the trademarked
term so repeatedly that Welles' site would regularly appear above PEl's in searches for one of the trademarked terms.

3. Wallpaper/watermark.

The background, or wallpaper, of Welles' site consists of the repeated abbreviation "PMQY '81," which stands for
"Playmate of the Year 1981." Welles' name or likeness does not appear before or after "PMQY '81." The pattern created
by the repeated abbreviation appears as the background of the various pages of the website. Accepting, for the purposes
of this appeal, that the abbreviation "PMOY" is indeed entitled to protection, we conclude that the repeated, stylized use
of this abbreviation fails the nominative use test.
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The repeated depiction of "PMOY '81" is not necessary to describe Welles. "Playboy Playmate of the Year 1981"
is quite adequate. Moreover, the term does not even appear to describe Welles -- her name or likeness do not appear
before or after each "PMOQY '81." Because the use of the abbreviation fails the first prong of the nominative use test, we
need not apply the next two prongs of the test.

Because the defense of nominative use fails here, and we have already determined that the doctrine of fair use
does not apply, we remand to the district court. The court must determine whether trademark law protects the
abbreviation "PMOY," as used in the wallpaper.

3k %k k
V.
Conclusion

For the foregoing reasons, we affirm the district court's grant of summary judgment as to PEl's claims for
trademark infringement and trademark dilution, with the sole exception of the use of the abbreviation "PMOY." We
reverse as to the abbreviation and remand for consideration of whether it merits protection under either an infringement
or a dilution theory. We also affirm as to PEl's claims for breach of contract. In a separate memorandum disposition, we
resolve the issues raised by Welles' cross-appeal.

AFFIRMED in part, REVERSED and REMANDED in part. Costs to Terri Welles and Terri Welles, Inc.
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