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Attorneys for Plaintiffs MEGA BRANDS, INC.

and MEGA BRANDS AMERICA

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

MEGA BRANDS INC., a forei
corporation, and MEGA BRANDS
AMERICA, INC., a New Jersey
corporation,

Plaintiffs,
v.
LEGO JURIS A/S, a forei
corporation, and LEGO GROUP a
foreign corporation,

Defendants.

Civil Action No.

SACV12 - 0064 JVS (ANx)
COMPLAINT

DEMAND FOR JURY TRIAL

Plaintiffs MEGA Brands Inc. and MEGA Brands America, Inc.
(collectively, “MEGA Brands”), by their undersigned attorneys, for their
Complaint against Defendants LEGO Juris A/S and LEGO Group (“LEGO”),

allege as follows:
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INTRODUCTION
VD UCTION
L. MEGA Brands brings this action to stop LEGO’s illegal efforts to

monopolize the construction toy market through illegal anti-competitive practices

United States,

2. On information and belief, LEGO engaged in ex parte communication
(including one or more meetings) with the United States Customs and Border
Protection Agency (“Customs”) during which LEGO improperly asserted

basis for the assertion because, among other things, the configuration of the LEGO
block has already been adjudged to be “wholly functionaj” and that courts in
various actiong throughout the world have rejected LEGO’s claim to exclusive

rights to the functional cylindrical stud element,

made by LEGO and its predecessor-in-interest to procure and Impermissibly
expand the scope of the trademark. LEGO’s use of a fraudy] ently procured

trademark together with misrepresentations to Customs to assert exclusive rights jt

knows it does not have is nothing more than the latest effort by LEGO to
1
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monopolize the construction toy market and sabotage the success of its biggest
competitor, MEGA Brands. In this instance, LEGO is attacking MEGA Brands’
highly successful “HALO” product line based on the HALO franchise owned by
Microsoft Corporation.

5 MEGA Brands therefore seeks a declaratory judgment that its
products do not infringe on any valid trademark owned by LEGO, and an
injunction ordering LEGO to consent to MEGA Brands’ importation of those
products. Because LEGO’s anticompetitive actions include fraudulent
representations designed to monopolize the construction toy market by foreclosing
MEGA Brands from the market, MEGA Brands also seeks relief for LEGO’s
violation of federal antitrust laws and state unfair competition laws.

JURISDICTION AND VENUE

6. This Court has subject matter jurisdiction over this matter pursuant to
28 U.S.C. §§ 1331, 1338(a) and (b), and 1367.

7. This Court has personal jurisdiction over LEGO by virtue of LEGO’s
transacting, doing, and soliciting business in this District, and because LEGO’s
actions giving rise to this matter were directed at this District and caused injury to
MEGA Brands in this district.

8. Venue is proper in this Court pursuant to 28 U.S.C. § 1391(b)(2).

PARTIES

9. Plaintiff MEGA Brands Inc. is a corporation existing under the laws
of Canada with its principal place of business located at 4505 Hickmore, Montreal,
Québec, Canada H4T 1K4. Plaintiff MEGA Brands Inc. manufactures and
markets a family of global brands in construction toys, games and puzzles, arts and
crafts, and stationery, including the MEGA BLOKS, ROSE ART, MEGA
PUZZLES, MEGA GAMES and BOARD DUDES brands.

10.  Plaintiff MEGA Brands America, Inc. is a corporation existing under

the laws of New Jersey with its principal place of business located at 36
2
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Technology Drive, Suite 250, Irvine, California 92618. Plaintiff MEGA Brands
America, Inc. is a wholly-owned indirect subsidiary of MEGA Brands, Inc.

11.  On information and belief, Defendant LEGO Juris AJS is a subsidiary
of LEGO Group and a corporation existing under the laws of Denmark with its
principal place of business in Billund, Denmark.

12. " On information and belief, Defendant LEGO Group is a corporation
based in Billund, Denmark that has subsidiaries (including Defendant LEGO Juris
A/S) and branches throughout the world. The LEGO Group operates retail stores
in this district including The LEGO® Store 3333 Bristol Street, Costa Mesa, CA
92626 and The LEGO® Store 1585 South Disneyland Drive, Anaheim, CA 92082.

BACKGROUND

13. MEGA Brands is a world leader in the design and sale of construction
toys for children. Currently, MEGA Brands is, after LEGO, the second largest
construction toy company in the world.

14. On information and belief, according to a recent consumer panel
conducted by the NPD Group, LEGO’s sales account for 85.5% of the U.S. market
for construction toys for older children.

15.  Since at least 1991, both LEGO and MEGA Brands have used a
cylindrical stud as a key functional component in their respective construction toy
systems.

16.  Before their use by LEGO or MEGA Brands, cylindrical studs
(alternatively referred to as “pins” or “projections”) were used as a key functional
element on toy construction bricks developed by Harry Fisher Page of
KIDDICRAFT (a U.K. Company) in the 1940’s. Mr. Page was granted patent
protection for the brick in the UK, France and elsewhere. Unbeknownst to Mr.
Page, LEGO copied the KIDDIECRAFT product configuration in a jurisdiction
(Denmark) where there was no active patent protection. LEGO further improved

the brick in the 1950’s by adding “tubes” or secondary projections in the hollow
3
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cavity of the brick. LEGO was also granted patent rights in the improved brick
and enjoyed these rights until the patents expired in the 1980’s.

17. MEGA Brands did not enter the market with its MICRO bricks until
1991, years after the last of LEGO’s patents expired. MEGA Brands developed its
own range of construction bricks, which it sold in theme sets, buckets and other
formats, under the distinctive MEGA BLOKS trademark. MEGA Brands has also
obtained licenses for its theme sets from, among others, the Microsoft Corporation,
Nickelodeon/Viacom International, Marvel, Caterpillar and John Deere.

18. MEGA Brands has achieved enormous success in the sale of theme
sets that include MICRO bricks. Among the many companies that sell
construction toy systems that use the cylindrical stud functional element, MEGA
Brands is considered LEGO’s strongest and most innovative rival.

19. Subsequent to the expiry of its patents, LEGO has sought to maintain
its monopoly by asserting other types of intellectual property rights, including
copyrights, design rights and now trademarks.

20. In one of the first actions in which LEGO sought trademark protection
for its brick design, Tyco Industries, Inc. v. LEGO Systems, Inc., 5 U.S.P.Q.2D
(D.N.J 1987), aff’d, 853 F.2d 921 (3d Cir.), cer. denied, 488 U.S. 955 (1988), the
Court (Judge Brown) found that the LEGO block is “wholly functional” and
denied trademark protection on that basis. The Court specifically referenced the
functionality of the cylindrical studs on the brick surface in cooperation with the
tubes on the bottom of the brick.

21.  Courts throughout the world have likewise held that LEGO cannot
maintain a monopoly on a once-patented technical invention under the guise of
trademark law. LEGO has failed in its efforts to claim exclusive rights to the
functional cylindrical stud element in various actions around the world. Although
LEGO has aggressively pursued infringement litigation against its competitors

(including MEGA Brands), courts repeatedly have rejected LEGO’s efforts to
4
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i | claim exclusive rights to the functional elements of its building blocks for at least
10 years. Specifically, LEGO has attempted without avail to assert exclusive
rights to its cylindrical studs against MEGA Brands and/or its local distributors in
France, Canada, Belgium, Germany, Greece, Portugal, Spain, the Philippines, the
Netherlands, the Czech Republic and Italy. Moreover, LEGO's Community
trademark registration for the shape of the 2x4 brick, which features 8 pins, was
cancelled by Europe’s highest court (the Court of Justice of the European Union)
in a judgment dated September 14, 2010 specifically on the basis of the

\OOO\lO\M&uN

functionality of the pins. LEGO’s trademark claims were also dismissed by the

10 | Supreme Court of Canada in a judgment dated November 17, 2005 as well as by
11 | the Supreme Court of France in 1997, the Supreme Court of Germany in 2004, the
12 | Supreme Court of Spain in 2007, the Supreme Court of Italy in 2008 and the

13 | Supreme Court of The Netherlands in 2009. LEGO’s recent attempt to enforce

14 | equally invalid rights in the United States should be rejected just as it has been

15 | rejected in other jurisdictions.

16 LEGOQ’s Improper Communications with Customs
17 22.  MEGA Brands’ construction toy systems are packaged in Canada

18 | and/or China from parts manufactured in Canada and/or China and imported into
19 | the United States for sale to United States customers. Over 50% of MEGA

20 | Brands’ construction toys are made in Canada. The continued success of MEGA
21 | Brands’ construction toy systems depends, therefore, on an efficient and

22 | unobstructed @mponation of toy packages through Customs and into the United

23 | States.

24 73.  On or about January 6, 2012, MEGA Brands’ retail customer Toys-R-
25 | Us was notified that products currently scheduled for importation and ultimate

26 | distribution to Toys-R-Us (including but not limited to MEGA Brands products)
27 | might be detained by Customs because of a complaint by LEGO.

28
5
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24.  On January 10, 2011, MEGA Brands was informed by Christine
Hogue, supervisor of the U.S. Customs and Border Patrol Toy Team, that Customs
intends to detain those products. MEGA Brands learned that Customs intends to
seize the products on the suspicion that those products infringe the LEGO
trademark.

25.  On information and belief, LEGO had recorded an invalid trademark
registration with Customs in advance of MEGA Brands’ planned shipments.
LEGO then engaged in ex parte communication with Customs and provided
selected materials to Customs to mislead Customs into believing that the LEGO
trademark gave LEGO exclusive rights to the functional cylindrical stud element
that is commonly used in construction blocks.

26. At the time of its ex parte communications with Customs, LEGO
knew that the United States District Court of New Jersey had previously ruled that
the LEGO block was “wholly functional” and denied trademark protection on that
basis Tyco Industries, Inc. v. Lego Systems, Inc., 5 U.S.P.Q.2D (D.N.J 1987), aff’'d,
853 F.2d 921 (3d Cir.), cert. denied, 488 U.S. 955 (1988). LEGO also knew that it
had failed in its efforts to claim exclusive rights to the functional cylindrical stud
element in various actions around the world. Courts throughout the world have
held that LEGO cannot re-monopolize a once patented technical invention under
the guise of trademark law.

27.  On information and belief, LEGO did not tell Customs of these prior
court decisions. Instead, LEGO directed Customs to seize MEGA Brands’
products before their importation into the United States in order to prevent MEGA
Brands from selling its products to customers and to keep MEGA Brands from
gaining market share from LEGO.

LEGQ’s Improper Actions Before the Trademark Office
78. The LEGO trademark at issue is U.S. Trademark Registration No.

2,273,314, issued on August 31, 1999 for the design of a “cylindrical surface
6
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feature” (hereinafter referred to as a “stud”) for “toy vehicles; toy figures and
construction toys.” This Registration was issued originally to Kirkbi AG and later
assigned to LEGO. LEGO’s Registration is attached hereto as Exhibit 1 and is
incorporated into this Complaint by reference.

29.  An examination of LEGO’s Registration confirms that the subject of
the Registration was obtained and maintained under false pretenses because LEGO
knew that it could not legitimately assert exclusive rights in the cylindrical stud
that is an essential functional element of construction toy building blocks. Among
other things, LEGO evaded a direct inquiry concerning designs used by
competitors — withholding the highly material history and ubiquity of the
functional cylindrical stud element. Moreover, LEGO led the United States Patent
and Trademark Office (“Trademark Office”) to believe that LEGO was not seeking
protection for the cylindrical stud functional element, but that, instead, it was
seeking protection only for its use as an element of product packaging.

30. LEGO was, of course, well aware that courts throughout the world
had held that the cylindrical studs on LEGO’s building blocks are functional, and
thus not eligible for trademark protection. To avoid the certain objection of the
Trademark Office, LEGO withheld material information, evaded Trademark Office
inquires and made misleading statements to suggest to the Trademark Office that it
was not seeking to register the functional cylindrical stud element.

31. LEGO’s Registration is invalid for the additional reason that LEGO’s
predecessor, Kirkbi, obtained the Registration by intentionally misleading the
Trademark Office when it applied for the Registration. For example, Kirkbi failed
to disclose the functionality of its cylindrical studs to the Trademark Office and did
not inform the Trademark Office that the principal of Kirkbi had obtained a patent
on the use of cylindrical studs in construction toys. Indeed, Kirkbi affirmatively
represented to the Trademark Office during prosecution of the trademark

registration that its cylindrical studs were not the subject of any issued design or
7
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