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Companies Act 2006 

In the matter of application No 1312 by VIRGIN ENTERPRISES LIMITED for a change to the company name of VIRGIN REPORT LIMITED, company registration No 10089146

Background
1) The company name VIRGIN REPORT LIMITED (‘the primary respondent’) has been registered since 29 March 2016 under number 10089146.
2) By an application filed on 08 November 2016 (‘the relevant date’), VIRGIN ENTERPRISES LIMITED (‘the applicant’) applied for a change of name of this company registration under the provisions of section 69(1)(a) and (b) of the Companies Act 2006 (‘the Act’).
3) Section 69 of the Act states:
“(1) A person (“the applicant”) may object to a company’s registered name on the ground—
(a) that it is the same as a name associated with the applicant in which he has goodwill, or
(b) that it is sufficiently similar to such a name that its use in the United Kingdom would be likely to mislead by suggesting a connection between the company and the applicant.
(2) The objection must be made by application to a company names adjudicator (see section 70).
(3) The company concerned shall be the primary respondent to the application.
Any of its members or directors may be joined as respondents.
(4) If the ground specified in subsection (1)(a) or (b) is established, it is for the respondents to show—
(a) that the name was registered before the commencement of the activities on which the applicant relies to show goodwill; or
(b) that the company—
(i) is operating under the name, or
(ii) is proposing to do so and has incurred substantial start-up costs in preparation, or
(iii) was formerly operating under the name and is now dormant; or
(c) that the name was registered in the ordinary course of a company formation business and the company is available for sale to the applicant on the standard terms of that business; or
(d) that the name was adopted in good faith; or
(e) that the interests of the applicant are not adversely affected to any significant extent.
If none of those is shown, the objection shall be upheld.
(5) If the facts mentioned in subsection (4)(a), (b) or (c) are established, the objection shall nevertheless be upheld if the applicant shows that the main purpose of the respondents (or any of them) in registering the name was to obtain money (or other consideration) from the applicant or prevent him from registering the name.
(6) If the objection is not upheld under subsection (4) or (5), it shall be dismissed.
(7) In this section “goodwill” includes reputation of any description.”
4) The applicant requested that the primary respondent’s sole director, Mr Meng Xu, be joined to the proceedings under the provisions of section 69(3) of the Act. Mr Xu was given notice of this request and provided with an opportunity to comment or to object. No response was received from Mr Xu and he was joined to the proceedings as a co-respondent on 29 November 2016.
5) The applicant claims that the name associated with it is VIRGIN.  It is part of the Virgin Group of companies. The Virgin Group is a leading branded venture capital organisation. There are more than 300 Virgin branded businesses worldwide, employing in excess of 65,000 people, with around 60 million customers in 33 countries. In the UK alone there are over 20 Virgin branded businesses which employ 30,000 people and have in the region of 18 million customers. Annual turnover across the Virgin Group for the past three years has been over £14 billion. Considerable sums have been spent on development, promotion and advertisement of the VIRGIN brand. For example, total marketing spend in 2010 was in the region of £92 million. The VIRGIN brand has consistently been ranked in the top ten most successful, innovative, admired and respected brands by independent survey companies. For example, in 2013 the Centre for Brand Analysis ranked the VIRGIN brand at number 5 in the Official Top Business Superbrands. The VIRGIN name is used by the applicant and its licensees in sectors ranging from financial services and investments, telecommunications, travel and tourism, leisure and entertainment, retail, health and wellness and renewable energy. 
6) The applicant claims that the primary respondent’s company name, VIRGIN REPORT LIMITED, is sufficiently similar to VIRGIN such that its use in the UK would be likely to confuse or mislead the public into thinking that the goods or services provided by the primary respondent under that name are associated with, endorsed by or in some other way, connected with the applicant, when that is not the case. This is a pleading under section 69(1)(b) of the Act. The applicant requests that the Tribunal make an order under section 73 of the Act for the name to be changed to a name which does not offend. Section 73(2) of the Act provides that an “offending name” means a name that, by reason of its similarity to the name associated with the applicant in which he claims goodwill, would be likely to be the subject of a direction under section 67 (power of Secretary of State to direct change of name), or to give rise to a further application under section 69.

7) The primary respondent filed a notice of defence, completed by Mr Xu. Mr Xu makes no comment on the claims of goodwill and reputation made by the applicant. He does state, inter alia, the following:
	The company name of Virgin Report Limited was registered with careful consideration of the business nature. ‘Virgin’ is the common English word for the first time of doing something. ‘Report’ describes the services the company supply. The business is planning a first inside report for SME business performance. 
	The company name was registered in the ordinary course of a company formation. The formation of the business name is associated with a great business idea of delivering an online reporting solution for SMEs. If the applicant is willing to purchase the business and domain name, Mr Xu would be happy to discuss further.
	This is a unique business area that the applicant has never covered before and therefore its interests are not adversely affected. 

8) The applicant is professionally represented; the respondents are not. The respondents were invited to file evidence first in support of the defence; none was filed. Both parties were then invited to attend a case management conference; only the applicant attended. The applicant subsequently filed evidence and submissions. The respondents were invited to file evidence in reply; none was filed. Neither side requested a hearing. Both parties were provided with an opportunity to file written submissions in lieu of a hearing. The applicant filed written submissions in lieu. The respondents filed evidence rather than written submissions. No leave was sought to adduce that evidence nor was it accompanied by the requisite form or fee. Form CNA3 – Notice of giving evidence (Fee: £150). Accordingly, we should take no cognisance of it. Nevertheless, we have reviewed it and note that, even if it had been properly adduced, it merely consists of i) a ‘Balance Sheet as at 31 March 2017’ for the primary respondent which Mr Xu states shows that the company is dormant with no business activities happening at this time and ii) a list of other companies provided from the Companies House register containing the name ‘Virgin’; Mr Xu questions why those companies ‘can work [but] not my one?’. None of this information is of assistance to the respondents in the matter before us.
Applicant’s evidence 
9) The applicant’s evidence is given by Victoria Wisener, a Trade Mark Attorney employed by the applicant, and comes in the form of a witness statement dated 19 June 2017. Ms Wisener states that, in light of the directions given at the case management conference referred to above i.e. that the applicant’s evidence ‘should be proportionate to the matter in issue’, her evidence focuses on showing the applicant’s goodwill and reputation in the name VIRGIN in relation to financial and business services because these are the services which seem to most closely relate to the services that the primary respondent allegedly intends to provide and to showing that the public is accustomed to seeing the VIRGIN name being used in relation to new products and services.
10) Ms Wisener provides a ‘non-exhaustive list of examples’ of the Virgin Group’s use of VIRGIN such as:
	‘Virgin Start Up Limited, which provides entrepreneurs in England with the funding, resources and advice to start or expand a new business and has been trading under that name since 2013.
‘Virgin Money’, a UK retail-only bank with over 3.2 million customers, primarily focused on providing residential mortgages, savings and credit cards and a range of investment and insurance products as well as the Virgin Essential Current Account. Virgin Money operates a digitally-led distribution model, supported by 75 Virgin Money Stores spread across the UK

Ms Wisener states that both of the Virgin Group businesses above rely on financial and market reporting as part of the provision of the services they provide. Two examples of such reports are provided. Exhibits VW4 and VW7.
11) Ms Wisener provides a list of examples of current and historical uses of the VIRGIN name with additional words or elements Exhibit VW8. She states that this shows that the Virgin Group has actively expanded its market place with an ever-growing range of goods and services. The list of names provided is lengthy and diverse, including, for example, ‘Virgin Balloons’, ‘Virgin Books’, ‘Virgin Cinemas’, ‘Virgin Communications’, ‘Virgin Hotels’, Virgin Jewellery’, ‘Virgin Mobile’, ‘Virgin Vouchers’ etc. Ms Wisener states that this evidence shows that the public is used to seeing the VIRGIN name on a wide range of new products and services on a regular basis and that such uses are expected to originate from the Virgin Group.

Decision
12) If the primary respondent defends the application, as here, the applicant must establish that it has goodwill or reputation in relation to a name that is the same, or sufficiently similar, to that of the primary respondent’s company name suggesting a connection between the latter and the applicant.  If that burden is fulfilled, it is then necessary to consider if the primary respondent can rely upon any defences under section 69(4) of the Act.  The relevant date is the date of application which, in this case, is 08 November 2016.  The applicant must show that it had goodwill or reputation at this date associated with the name VIRGIN.
 
The applicant’s goodwill
13) Section 69(7) defines goodwill as a ‘reputation of any description’. Consequently, in the terms of the Act, it is not limited to Lord Macnaghten’s classic definition in IRC v Muller & Co's Margarine Ltd [1901] AC 217:
“What is goodwill? It is a thing very easy to describe, very difficult to define. It is the benefit and advantage of the good name, reputation and connection of a business. It is the attractive force which brings in custom. It is the one thing which distinguishes an old-established business from a new business at its first start.” 
14) Having regard to the applicant’s claim to goodwill, as set out at paragraph 5 of this decision (and which was accompanied by a statement of truth) together with the evidence from Ms Wisener, none of which has been challenged by the respondents, we find that the applicant has established that it has the necessary goodwill in the name VIRGIN in relation to a wide range of goods and services, including financial and business services in the UK at the relevant date.
Similarity of names
15) As a company designation is a necessity for a registered company, the “LIMITED” element of the primary respondent’s name does not have a bearing upon the issue before us. See by analogy the decision of the adjudicators in MB Inspection Limited v Hi-Rope Limited [2010] RPC 18. The comparison to be made is, therefore, between VIRGIN and VIRGIN REPORT. As the respondents accept, ‘REPORT’ will merely be perceived as a descriptor of the nature of the primary respondent’s business activities. The common and dominant element of both names is VIRGIN. The applicant’s evidence also shows a pattern of business where VIRGIN is used with various descriptors. We find that the primary respondent’s name is sufficiently similar to VIRGIN such that the primary respondent is likely to be perceived as another branch of the Virgin Group of companies. As the ground specified in subsection 69(1)(b) is therefore established, the onus switches to the primary respondent to establish whether it can rely on any of the defences pleaded in the counterstatement.
Defences
Defence under section 69(4)(c) – that the name was registered in the ordinary course of a company formation business and the company is available for sale to the applicant on the standard terms of that business.
16) In the counterstatement, Mr Xu states that “The [respondent’s] company name was registered in the ordinary course of a company formation. The formation of the business name is associated with a great business idea of delivering an online reporting solution for SMEs”. It appears to us that the respondent has misunderstood the circumstances in which this defence is applicable. This particular defence applies only in circumstances where the registration of a company name is made as part of a company formation business i.e. to ‘off-the-shelf’ companies which have been registered by company formation agents. There is no suggestion (or evidence) that this is the case here or that the company is available for sale to the applicant on the standard terms of any such company formation business. This defence is dismissed.

Defence under section 69(4)(d) – the name was adopted in good faith

17) Although this particular defence has not been clearly relied upon, we consider that the nature of the unrepresented respondents’ comments made in the counterstatement are such that it is implied. 
18) The burden of proving that the company name was registered in good faith rests with the primary respondent; the onus is not on the applicant to prove bad faith. 
19) In (1) Adnan Shaaban Abou-Rahmah (2) Khalid Al-Fulaij & Sons General Trading & Contracting Co v (1) Al-Haji Abdul Kadir Abacha (2) Qumar Bello (3) Aboubakar Mohammed Maiga (4) City Express Bank of Lagos (5) Profile Chemical Limited Rix LJ commented upon the concept of good faith:
‘48 The content of this requirement of good faith, or what Lord Goff in Lipkin Gorman had expressed by reference to it being "inequitable" for the defendant to be made to repay, was considered further in Niru Battery. There the defendant bank relied on change of position where its manager had authorised payment out in questionable circumstances, where he had good reason to believe that the inwards payment had been made under a mistake. The trial judge had (a) acquitted the manager of dishonesty in the Twinsectra or Barlow Clowes sense on a claim of knowing assistance in breach of trust, but (b) concluded that the defence of change of position had failed. On appeal the defendant bank said that, in the absence of dishonesty, its change of position defence should have succeeded. After a consideration of numerous authorities, this court disagreed and adopted the trial judge's broader test, cited above. Clarke LJ quoted with approval (at paras 164/5) the following passages in Moore-Bick J's judgment:
"I do not think that it is desirable to attempt to define the limits of good faith; it is a broad concept, the definition of which, in so far as it is capable of definition at all, will have to be worked out through the cases. In my view it is capable of embracing a failure to act in a commercially acceptable way and sharp practice of a kind that falls short of outright dishonesty as well as dishonesty itself.”’
20) In (1) Barlow Clowes International Ltd. (in liquidation) (2) Nigel James Hamilton and (3) Michael Anthony Jordon v (1) Eurotrust International Limited (2) Peter Stephen William Henwood and (3) Andrew George Sebastian the Privy Council considered the ambiguity in the Twinsectra Ltd v Yardley [2002] 2 AC 164 judgment. The former case clarified that there was a combined test for considering the behaviour of a party: what the party knew at the time of a transaction and how that party’s action would be viewed by applying normally acceptable standards of honest conduct. 
21) In the notice of defence, Mr Xu states that ‘The company name of Virgin Report Limited was registered with careful consideration of the business nature. Virgin is the common English word for the first time of doing something. Report describes the services the company supply. The business is planning a first inside report for SME business performance.’ There is no evidence in support of this assertion. It is reasonable to expect that there would, for example, be documentary evidence of said plans to produce a first inside report or at least witness statements from others regarding discussions about the nature of the proposed business. As Mr Xu is the sole director of the primary respondent, he is well-placed to provide such evidence (or similar evidence) and has not done so. The applicant submits that i) use of the word VIRGIN to describe a new business report would be very unusual as VIRGIN is more commonly used to denote someone who is sexually inexperienced and ii) that the word VIRGIN in the primary respondent’s company name is far more likely to be perceived as indicating a connection between it and the Virgin Group of companies. We agree with the applicant on both points (noting also that, whilst the word VIRGIN may sometimes be used to describe something pristine/untouched, this would, again, seem a very unusual way of referring to a new business report). In all of these circumstances, and bearing in mind that the respondents are also silent as to their knowledge of the applicant (aside from asserting that the applicant has never provided a ‘first inside report’ before), we find that the primary respondent has failed to discharge the burden upon it to satisfy us that the name was adopted in good faith. This defence is dismissed.
Defence under section 69(4)(e) - that the interests of the applicant are not adversely affected to any significant extent.

22) To adversely affect the interests of the applicant to any significant extent, the company name must do more than just sit on the register at Companies House. In this case, the adverse effect must relate to the potential use of the company name in business. 
23) To rely on the “no adverse effect” defence, it is for the primary respondent to show, in evidence, what it has done or intends to do. Mr Xu claims that the primary respondent intends to operate in a ‘unique business area that the applicant has never covered before’ such that the interests of the applicant are not adversely affected. No supporting evidence has been filed to this effect, neither in chief nor in reply to the applicant’s evidence which shows that the applicant does indeed produce various business reports. In any event, a company is not limited to a particular field of activity. Even if the respondents had established, as a matter of fact, the current nature of both parties’ businesses, nothing prevents the applicant from expanding its operations to trade in other market sectors. Indeed, the applicant’s evidence shows that expansion into different and wide ranging market sectors has been a significant part of its business model for many years. This defence is dismissed.
Outcome
24) The application succeeds. 
25) In accordance with section 73(1) of the Act, we make the following order: 
	VIRGIN REPORT LIMITED shall change its name within one month of the date of this order to one that is not an offending name;  An “offending name” means a name that, by reason of its similarity to the name associated with the applicant in which he claims goodwill, would be likely— to be the subject of a direction under section 67 (power of Secretary of State to direct change of name), or to give rise to a further application under section 69.


	VIRGIN REPORT LIMITED and Mr Meng Xu shall: 


	take such steps as are within their power to make, or facilitate the making, of that change; 

 not cause or permit any steps to be taken calculated to result in another company being registered with a name that is an offending name. 
26) In accordance with s. 73(3) of the Act, this order may be enforced in the same was as an order of the High Court or, in Scotland, the Court of Session.
27) In any event, if no such change is made within one month of the date of this order, we will determine a new company name as per section 73(4) of the Act and will give notice of that change under section 73(5) of the Act.
28) All respondents, including individual co-respondents, have a legal duty under Section 73(1)(b)(ii) of the Companies Act 2006 not to cause or permit any steps to be taken calculated to result in another company being registered with an offending name; this includes the current company.  Non-compliance may result in an action being brought for contempt of court and may result in a custodial sentence.  
Costs 
29) The applicant has been successful and is entitled to a contribution towards its costs. Taking into account the guidance in the scale of costs set out in the Tribunal’s Practice Direction, we award the following: 
Official fee – CNA1	(Application Form): £400
Preparing a statement and considering the other side’s statement: £400
Preparing evidence: £500 
Official fee – CNA3 (Notice of giving evidence): £150	
Written submissions: £500
Total: £1950 
30) VIRGIN REPORT LIMITED and Mr Meng Xu (being jointly and severally liable) are ordered to pay Virgin Enterprises Limited the sum of £1950. This sum is to be paid within fourteen days of the expiry of the appeal period or within fourteen days of the final determination of this case if any appeal against this decision is unsuccessful. Under section 74(1) of the Act, an appeal can only be made in relation to the decision to uphold the application; there is no right of appeal in relation to costs.

31) Any notice of appeal against this decision to order a change of company name must be given within one month of the date of this decision. Appeal is to the High Court in England Wales and Northern Ireland and to the Court of Session in Scotland. The tribunal must be advised if an appeal is lodged.


 
Dated this 8th day of March 2018 
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