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UNITED STATES DISTRICT COURT

SOUTHERN DISTRICT OF OHIO
WESTERN DIVISION

CNG FINANCIAL CORPORATION ; Case No. 1:06-cv-040

Plaintiff/Counterclaim- Chief Judge Sandra S. Beckwith
Defendant, : Magistrate Timothy S. Black

vs. . CNG FINANCIAL CORPORATION’S
: RESPONSE TO THE MOTION FOR
GOOGLE INC. ; JUDGMENT ON THE PLEADINGS
; ON THE COUNTERCLAIM OF
Defendant/Counterclaim- : GOOGLE, INC.
Plaintiff. ;
For its Response to the Defendant Google, Inc. (“Google”)’s Rule 12(C) Motion for
Judgment on its Counterclaim, CNG Financial Corporation (“CNG”) states as follows:
INTRODUCTION
CNG has spent years and millions of dollars developing its Check N” Go trademarks so
that consumers associate the name with the services of a reputable, established lender and seek it
out when looking for a source of payday loans. However, an internet consumer using the Google
search engine to locate Check ‘n Go by entry of the Check N’ Go trademark will be presented
not only with a link to the Check N’ Go website, but also with links to the sites of numerous
unaffiliated companies, designated as “Sponsored Links.” These Sponsored Links appear on the
screen directly under and to the side of the Check N’ Go search term because Google has sold to
various of Check ‘n Go’s competitors the ability to use the CNG trademark as a keyword which
triggers the appearance of advertising for the competitor’s link. This practice is particularly
confusing because the competitors’ names lack the recognition enjoyed by the Check N’ Go

mark and resemble generic descriptions that could apply to services offered by Check N° Go.

Thus, a consumer cannot tell from the screen which link will take it to the real Check N” Go site.
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This program generates great profits for Google, but misleads consumers by creating a
false impression that Check ‘n Go sponsors the links which appear. Put simply, the consumer
asks Google for a link to the authentic source of Check ‘N Go’s services and instead receives a
result that leads the consumer to a competitor, without any warning from Google that it has also
served up the unaffiliated links. Google says that this practice is helpful and tries to paint it as a
legitimate form of comparative advertising which the courts have embraced.

Legally, however, Google resembles the restaurant employee who, when asked by a
patron for a “Coke,” serves a Pepsi-cola instead, without ever informing the diner of the
substitution. Implicitly, the waiter represents that he has delivered the product that the trademark

29

identifies, a genuine “Coke.” Courts view this as infringement,' and have consistently reached

the same result on analogous behavior involving internet keywords and in more traditional non-

internet settings. Thus, despite its protests to the contrary, Google, and not CNG, now asks this

Court to reject established precedent and create a new and potentially disturbing rule of law.
STATEMENT OF FACTS?

CNG’s Check ‘N Go companies operate the country’s second largest payday lending
business, and CNG invests millions of dollars each year in promoting its registered Check ‘N Go
trademark through national advertising and on the Check ‘N Go website. [Complaint, §16.] The
website both promotes the companies’ services and enables consumers to obtain loans from

Check ‘N Go Online directly over the internet. [/d. at §18.] Consumers can reach the Check N’

Go website by typing in its address, www.checkngo.com, or by using an internet search engine.

! See The Coca-Cola Company v. Overland, Inc., 692 F.2d 1250 (9th Cir. 1982); The Coca-Cola Co. v. Dorris, 311
F.Supp. 287 (E.D. Ark. 1970). To the extent that Google would argue that it offers a drink menu, rather than a

particular beverage, the issue remains the same — in this case, Google’s “menu” does not include any intelligible
indication that the options it presents are not all “Coke” products.

% In accordance with the standard applicable to this motion, CNG’s allegations and its denials of the allegations of
the counterclaim are taken as true and the allegations of the pleadings are read in its favor.
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According to Google, its search engine is the most widely used in the world, answering
hundreds of millions of user queries every day. [Counterclaim, §7.] Google also sells a number
of services to interested businesses, including the keyword-triggered advertising program entitled
“Adwords.” Adwords enables advertisers to purchase or bid on key words that generate an link
(known as a Sponsored Link) to the purchaser’s website. [Complaint, §23; Counterclaim, §8.]
The Sponsored Link appears in the Google search results along with some advertising text
designed to entice users to click on that link. Google profits every time an user clicks on the one
of these Sponsored Links. [Complaint, §25; Counterclaim, 99.]

Google posts these so-called Sponsored Links on the top and the side of the results page
triggered by the search query.’ This creates a direct visual linkage between the user’s entered
search term (which appears in a bar at the top of the page) and the results listed directly below
and to the side, in addition to the logical linkage made by the user who knows that his entry of
the particular term produced that batch of results. [Complaint, §28; Counterclaim, 99.] The
Google search engine results pages are also often designed so that the display of the “Sponsored
Link” designation, as opposed to the ad itself, is inconspicuous or not apparent to users.
Moreover, it is not made clear to users who exactly “sponsors” these links - - thereby leaving
many users to believe that those links are “sponsored” by the company whose name they entered
into the Google search engine window. [Complaint, §24.]

Google has sold various key words comprised, in whole or in part, of CNG’s Check ‘N
Go trademark to Check ‘n Go’s competitors. [Complaint, §27.] Consequently, Google causes
the purchase of the Check ‘N Go trademark to trigger the appearance of a Sponsored Link to
these competitors’ websites on the Google search results page, immediately below and to the

side of Check N’ Go, whenever a consumer types the trademark into the Google search window.

? Although Google refers to this as the margin, advertisers obviously would not pay for inconspicuous ad placement.
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CNG alleges that this creates a false impression of affiliation between Check ‘n Go and the
services of its competitors and confuses consumers who believe that Check ‘n Go has itself
sponsored the links, while denying that the practice qualifies as fair use of CNG’s trademark or
legitimate comparative advertising. [Complaint, Y36, 37; Reply, §17.] Thus, Google sells, and
its advertisers purchase, the possibility that they will intercept customers who, due to CNG’s
extensive and pervasive advertising, are trying to find one of the nation’s largest and best known
and trusted payday lending operations.

Confused consumers may click on the Sponsored Links and be directed to the
competitors’ websites. They may not realize that the diversion has occurred, especially in this
case, where many of the companies purchasing CNG’s trademarks as Adwords keywords have
not invested in name recognition to the extent that CNG has and go by fairly generic seeming
identifiers, such as a link labeled “Loans” to a site called “www.MyCashNow.com,” which could
be mistaken for descriptors of Check ‘n Go’s services. The consumer, once distracted, may not
return to Check ‘n Go’s website. Even if he appreciates the diversion, he will have to spend time
and energy trying to backtrack or otherwise find Check ‘n Go’s sites. [Complaint, §30.]

When Google refused to stop this practice, CNG asserted several claims: that Google
infringes CNG’s trademark, that Google has contributory or vicarious liability for allowing
CNG’s competitors to infringe CNG’s trademark in connection with the Adwords program, that
Google’s Adwords program creates a false or misleading impression of the affiliation of CNG
with the competing sites offering payday loans, that Google has been unjustly enriched through
its sale of CNG’s trademark, and that Google has misappropriated the goodwill associated with
this trademark. Google filed a counterclaim alleging that its Adwords program makes no

infringing use of the CNG trademark, an allegation which CNG denied. Google now asks,
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wholly inappropriately, that the Court resolve these disputed factual inquiries on the pleadings,
by ruling as a matter of law that no “trademark” use of CNG’s trademark has occurred.
ARGUMENT

A. The Complaint states a cause of action under the Lanham Act.

The federal trademark statute prohibits the “use in commerce” of a registered trademark
or factual description “in connection with the sale, offering for sale, distribution, or advertising
of any goods or services on or in connection with which such use is likely to cause confusion.”
15 U.S.C. §§1114 and 1125.* Thus, the argument that the Court must find a “trademark” use
begs the question: does Adwords employ CNG’s trademarks in connection with the advertising
of services in a manner likely to cause confusion? If it does, then the assertion that Google’s use
of the trademark also serves another “non-source identifying” function has no significance.

Google does not really dispute that it and its advertisers “use” CNG’s trademark; its
Adwords program undisputedly produces a result whereby the CNG trademark is literally “used
or displayed in the sale or advertising of services and the services are rendered in commerce.”
See 15 U.S.C. §1127.° Instead, Google argues that there is no “trademark use,” a concept which

the Sixth Circuit defines as the use of a trademark “in a way that identifies] the source of a

* Liability also attaches to one who induces infringement by another or continues to supply its product to one whom
it knows or has reason to know is infringing. /nwood Laboratories, Inc. v. Ives Laboratories, Inc., 456 U.S. 844,
953-54 (1982). Thus, even were the Court to believe that Google does not use CNG’s trademark, Google may still
be liable for the use of the trademark by its advertisers or on one of the other theories asserted by CNG.

> Traditional trademark analysis of use in commerce has centered on the jurisdictional function played the phrase,
noted its extremely and broad scope, and simply adopted the common sense approach that the liable party must
actually employ the trademark in connection with some commercial activity. See, e.g, OBH, Inc. v. Spotlight
Magazine, Inc., 86 F.Supp.2d 176, 185 (W.D.N.Y. 2000). For instance, the Holiday Inn case, sometimes cited as
establishing trademark use as a prerequisite for infringement, actually turned on a lack of use in the most elementary
sense of the word. Holiday Inns, Inc. v. 800 Reservation, Inc., 86 F.3d 619, 623-25 (6th Cir. 1996). There, the
central defendant obtained a vanity telephone number which corresponded to a frequent misdialing of the numeric
equivalent to Holiday Inn’s 1-800-HOLIDAY number, but never promoted it by reference to its alphabetical
equivalent or the Holiday Inn trademark or took any other steps which created confusion between the two. /d. By
contrast, Google has designed Adwords so that the correct input of the exact trademark will potentially misdirect
consumers to competing sites and, at the least, will create a mental and visual association between the trademark and
the ads for the services offered on those sites.
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product.” See Interactive Products Corp. v. A2Z Mobile Office Solutions, 326 F.3d 687, 695 (6th
Cir. 2003). Google asserts that its sale of CNG’s trademark does not create any impression as to
the affiliation of Check ‘n Go with the services advertised through the Sponsored Links;
however, CNG asserts that it does — an allegation taken as true for purposes of this motion.
Ziegler v. IBP Hog Market, Inc., 249 F.3d 509, 512 (6™ Cir. 2001). Thus, whether the use
identifies the source of payday loans for consumers presents a clear question of fact.
Accordingly, under Google’s source identifying theory, Google can prevail only if it has
demonstrated that CNG can undoubtedly prove no set of facts which would support the argument
that the users associate the Sponsored Links with sponsorship by Check N* Go. Id., at 512
(emphasis added). As alleged by CNG, however, advertisers buy trademark keywords precisely
because consumers mistakenly believe that the sponsored links appearing on the results page
triggered by their search of the trademark are affiliated with that trademark. One need not even
read the allegations in the light most favorable to CNG to envision such a situation, especially
given that nothing in the text of the competitor’s advertising or links, including their generic
sounding names, clearly indicates that they do not also emanate from CNG. Plainly the
determination as to whether the Check ‘N Go trademark is used in a way that identifies the
source of the sponsored links does not rest on some bright line rule that Google attempts to
manufacture for this case, but rather on a factual inquiry, such as the ones conducted by every

. . . 6
court to have examined similar practices.

® In one case, the court noted that a study reflected that 62 percent of consumers do not understand the difference
between sponsored links and natural search results. FEdina Realty, Inc. v. THEMLSonline.com, 2006 WL 737064
(D.Minn.). In addition, CNG will present survey evidence in this case to establish that a significant number of
consumers confronted with the search results page triggered by their search of the Check ‘N Go trademark
mistakenly believed that they would reach the Check ‘N Go website by clicking on Sponsored Links.
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B. Courts have consistently concluded that the type of practice at issue here constitutes
a trademark use.

1. Cases involving Adwords have allowed trademark claims to proceed.

Indeed, the bright line rule which Google asks the court to create would essentially
exempt internet advertisers from the reach of the Lanham Act, because virtually every use of a
term to trigger a search engine, through metatags, domain names, keywords or the like, could be
characterized as serving an organizational, non-source identifying function. Every case to have
considered Google’s liability for its sale of trademarks has held that this constitutes a trademark
use to which the Lanham Act applies. Moreover, nearly every other analogous case where
trademarks appear in metatags, hidden text, domain names and keywords to trigger competitors’
advertisements in conjunction with other results generated by entry of the mark as a search term
has found a trademark use.

In the leading case specifically addressing Adwords, the court held that the plaintiff,
GEICO, had adequately pled use of its trademark where it alleged that Google allowed
advertisers to pay Google to have their sites linked to the mark. Government Employees
Insurance Company v. Google, Inc., 330 F.Supp.2d 700, 704 (E.D.Va. 2004)(“GEICO”)(“When
defendants sell the rights to link advertising to plaintiff’s trademarks, defendants are using the
trademarks in commerce in a way that may imply that defendants have permission from the
trademark holder to do s0.”) The court specifically rejected the authority upon which Google
now relies, including a prior case from its own district. Instead, it focused on Google’s sale of

the trademark as a keyword “to which advertisers could directly purchase rights,” as a violation
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of the literal terms of the Act. /d. Whether this qualified as a fair use or created a likelihood of
confusion presented fact specific issues for resolution after the pleading stage. Id. at 704.

Google, Inc. v. American Blind and Wallpaper Factory, Inc. also refused to dismiss
claims against Google based on its sale of trademarked keywords. /Id., 2005 WL 832398
(N.D.Cal.). Applying the standard governing this case, the court held that it did not appear
“beyond doubt” that American Blind “could prove no set of facts in support of its claims which
would entitle it to relief.” Id. at *5. Although referencing the liberal standard applicable to
motions on the pleadings, the court rejected any reading of the Lanham Act which would ignore
the underlying intent to protect trademark owners from diminution of the value of those marks,
through misappropriation or otherwise. d. at *4, n.18.°

More recently, a court held that an advertiser’s purchase of a trademark from Google in
ordered to generate its Sponsored Link advertisement qualified as a use covered by the Act.
LEdina Realty, Inc. v. TheMLSolution.com, 2006 WL 737064 (D.Minn.). As Edina explains, the
defendant’s purchase of a trademarked term from Google not only guarantees placement in the
search results, but also generates a visual association between the Sponsored Link and the mark,
because Google displays the user’s selected search term (such as the Check N’ Go trademark)
above the results containing the Sponsored Links. /d. at *3. “While not a conventional ‘use in

commerce,” defendant nevertheless uses the [trademark] commercially.” 7d.

7 Ultimately, the court ruled in favor of Google at trial, on the grounds that the survey presented by the plaintiff
failed to sustain its burden of demonstrating a likelihood of confusion as to the use at issue. See Government
Employees Insurance Co. v. Google, Inc., 2005 WL 1903128 (E.D.Va.).

® The American Blind court specifically addressed Google’s argument, not made here, that it had no liability because
it did not use the trademark on ifts goods or services. Although courts have occasionally phrased their rulings in
terms specific to the defendant, the statute contains no such express requirement. And although Google employs the
trademark in connection with its Adwords service and in connection with the products offered by CNG’s
competitors, a finding that it did not would not preclude Google’s contributory or vicarious liability for the
advertisers who use that trademark in advertising their services on Adwords. /d. at *5.
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2. Courts considering similar practices have concluded that trademark claims exist.

To reach this result, the Edina court appropriately analogized Adwords to other situations
in which search engines and similar entities or their customers trade in the right to have a
particular trademarked term generate the advertisement of one of the trademark owner’s
competitors, situations which the courts have uniformly found actionable. See id. For instance,
in Playboy Enterprises, Inc. v. Netscape Communications Corp., 354 F.3d 1020 (9" Cir. 2001),
the court considered a practice used by various search engines called “keying,” which “allows
advertisers to target individuals with certain interests by linking advertisements to pre-identified
terms.” Id. at 1022. The search engines required adult entertainment companies to key their sites
to a list including two Playboy trademarks, so that the advertisers’ sites would appear whenever a
consumer typed the Playboy trademarks into the search engine window. Id. at 1023. They then
monitored the rate that users “clicked” onto the ads triggered by the key terms, in order to market
their keyword service, and received a fee for the advertisers’ use of the service. /d.

Without deciding whether the search engines were directly or contributorily liable — that
is whether the search engine or its advertisers used the trademark - the court allowed the claim
against the search engines to proceed past the summary judgment stage. /d. at 1024 (“We
conclude that defendants are potentially liable under one theory and that we need not decide
which one.”) By “keying” certain advertisements to the trademarked terms, the defendants used
the marks in commerce without the owner’s permission. /d. Because a computer user may
become confused and reach the site one of the trademark holder’s competitors as a result of the
search engine’s use of the trademark, “[sJuch use is actionable.” Id. at 1026.

Having found preliminarily that there was a use in commerce, the Ninth Circuit

concluded, after lengthy analysis, that the possibility of actionable confusion existed when the
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