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KEY TAKEAWAYS


Brand owners benefit by adopting distinctive marks, especially arbitrary and fanciful terms. When
descriptive marks are used, even if they achieve secondary meaning, they still run the risk that a third
party's use will be deemed "fair use" under the Lanham Act; [1]



Parties should utilize discovery to obtain necessary documentation to support their arguments and not
rely on speculative material that "may exist." Speculation about the content of evidence that might or
might not exist "will not suffice to defeat summary judgment." [2] Send discovery deficiency letters or, if
needed as a last resort, file a motion to compel to obtain such evidence; and



Parties should conduct trademark clearance for advertising slogans and consider their fair use arguments
and other means of reducing exposure, such as combining slogans with more prominent house marks.

INTRODUCTION & BACKGROUND
On August 2, 2019, the 7th Circuit declared that PepsiCo's (d/b/a Gatorade) use of "Sports Fuel" in its slogans,
including "Gatorade The Sports Fuel Company," did not infringe SportFuel's rights in its SPORTFUEL trademark
because it was a "fair use." The case was on appeal after the District Court granted summary judgment in
Gatorade's favor finding that Gatorade successfully raised the fair-use defense in that "(1) it did not use "Sports
Fuel" as a trademark, (2) its use of the term is descriptive of its goods, and (3) it used the mark fairly and in good
faith."[3] SportFuel appealed to the 7th Circuit.

7TH CIRCUIT DECISION
To determine whether Gatorade used "Sports Fuel" as a trademark, the court looked to see if "Sports Fuel" was
used as an indicator of source. Relying on the court's own prior ruling in an infringement case also involving
Gatorade (which Gatorade lost), Sands, Taylor & Wood Co. v. Quaker Oats Co., 978 F.2d 947 (7th Cir. 1992), the
court focused on multiple factors to determine whether Gatorade employed the challenged phrase "Sports Fuel"
as a source indicator. In Quaker Oats, Gatorade utilized an advertising campaign for "Gatorade is THIRST AID."
There, even though use of the Gatorade house mark was in close connection to the infringed upon mark THIRST
AID, the court found that the "rhyming play-on-words" and feature of the "slogan in larger, more noticeable font
than the house mark" was an indicator of source. [4] Here, however, Gatorade used "Sports Fuel" in conjunction
with its house mark and also used its house mark and its G Bolt logo in a more prominent manner than "Sports
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Fuel." This made "Sports Fuel" appear "almost as a subtitle to the house mark." [5] Additionally, Gatorade's
slogan did not use a rhyme that was at issue in the prior case. The court determined that the context of
Gatorade's use of "Sports Fuel" in its slogans did not suggest that consumers would view it as a source indicator.
Some examples of Gatorade's use of "Sports Fuel" that the court considered included prominent use of
GATORADE with a less prominent "The Sports Fuel Company" on in-store signage, "The Future of Sports Fuel"
in advertisements, and prominent use of GATORADE with a less prominent "The Sports Fuel Company" in
advertisements that also emphasized the G Bolt logo on products shown on the advertisements.
SportFuel argued that evidence existed that Gatorade did use "Sports Fuel" as a trademark as Gatorade used the
"TM" symbol in connection with its use of the slogan and obtained a trademark registration for the slogan
"GATORADE THE SPORTS FUEL COMPANY." [6] However, in prosecution of the mark, the United States
Patent and Trademark Office ("USPTO") required Gatorade to disclaim "THE SPORTS FUEL COMPANY" as
merely descriptive because "sports fuel" is commonly used in reference to sports nutrition. [7] In response,
Gatorade disclaimed exclusive rights to "THE SPORTS FUEL COMPANY" in its trademark application, and the
mark proceeded to registration.
The court also determined that on the spectrum of distinctiveness, Gatorade used "Sports Fuel" descriptively,
focusing in on two factors: (1) how, and how often, the relevant market (here, producers of nutritional products for
athletes) uses the word [or phrase] ("sports fuel") in question; and (2) employing "the imagination test," asking
"whether the word or phrase imparts information about the product or service directly or rather requires 'some
operation of the imagination to connect it with the goods.'" [8]
The court found that "producers of nutritional products for athletes regularly invoke the 'Sports Fuel' terminology to
describe the products they sell," citing to examples of this widespread industry use, including use by Twin
Laboratories and Trident Sports. [9] Widespread industry use of "sports fuel" and Gatorade's disclaimer of "THE
SPORTS FUEL COMPANY" in its trademark application supports non-trademark, descriptive use. The court
similarly found that in employing the "imagination test" "sports fuel" directly imparts information about the products
in question, stating "[i]t requires no imaginative leap to understand that a company selling "Sports Fuel" is selling
a variety of food products designed for athletes." [10] Use of the Gatorade products by non-athletes does not stop
the use from being descriptive. The 7th Circuit quipped:

Just as the pervasive use of yoga pants and other active wear as casual clothing does not change the
athletic characteristics of those products, the fact that Gatorade sells more sports drinks to average joes
who limit their rigorous exercise to lawn mowing does not change the athletic characteristics of Gatorade’s
products. [11]

The Court also found that Gatorade used "Sports Fuel" fairly and in good faith. SportFuel alleged that Gatorade
used "Sports Fuel" in bad faith, as Gatorade was aware of SportsFuel's mark due to a prior working relationship.
The court quickly rejected that argument, stating that mere knowledge of a plaintiff's mark is insufficient to show
bad faith without further evidence. [12] SportFuel also pointed to Gatorade's continued use of "Sports Fuel" even
after SportFuel filed suit. As Gatorade believed it had a right to use "Sports Fuel" descriptively, continued use also
does not evidence bad faith. SportFuel also alleged that Gatorade failed to produce evidence during discovery
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related to its approval of the "Gatorade The Sports Fuel Company" slogan. SportFuel's attempt to rely on the
assumption that some sort of documentation must have existed failed. The court stated that SportFuel should
have pursued this line of inquiry during discovery. Because it did not, it "cannot now avoid summary judgment
with assumption or speculation." [13] Lastly, SportFuel also argued that Gatorade adopted its slogan in bad faith
in order to retaliate after a relationship between a SportFuel employee and Gatorade ended. This relationship
ended more than a decade after Gatorade's use of the slogan began, and the court found that such a claim that
Gatorade began a nation-wide rebranding campaign in retaliation "facially incredible when otherwise unsupported
by the record." [14]
The court concluded that Gatorade used "Sports Fuel" fairly in good faith in a descriptive sense, and not as a
trademark, affirming the lower court's ruling.

[1] 15 U.S.C. § 1115(b)(4).
[2] SportFuel, Inc. v. PepsiCo, Inc., — F.3d —, 2019 WL 3521672, at *7 (7th Cir. Aug. 2, 2019), citing Borcky v.
Maytag Corp., 248 F.3d 691, 695 (7th Cir. 2001).
[3] Id. at *2.
[4] Id. at *3.
[5] Id.
[6] See U.S. Reg. No. 5,025,026.
[7] See USPTO August 30, 2015 Office Action.
[8] SportFuel at *5.
[9] Id.
[10] Id.
[11] Id.
[12] Id. at *6.
[13] Id. at *7.
[14] Id.
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This publication/newsletter is for informational purposes and does not contain or convey legal advice. The
information herein should not be used or relied upon in regard to any particular facts or circumstances without
first consulting a lawyer. Any views expressed herein are those of the author(s) and not necessarily those of
the law firm's clients.
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