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TRADEMARK LAW

European exhaustion

e The Directive laid down the rule of Community
exhaustion — no room for Member States to provide
for_exhaustion in respect of products placed on the
market in non-member countries

It must also be borne in mind that in Articles 5 and 7 of
the Directive the Community legislature laid down the
rule of Community exhaustion, that is to say, the rule
that the rights conferred by a trade mark do not en-title
the proprietor to prohibit use of the mark in relation to
goods bearing that mark which have been placed on the
market in the EEA by him or with his consent. In
adopting those provisions, the Community legislature
did not leave it open to the Member States to provide in
their domestic law for exhaustion of the rights con-
ferred by a trade mark in respect of products placed on
the market in non-member countries

Consent

e The circumstances in which the proprietor of a
trade mark may be regarded as having consented to
the importation within the EEA

By its questions, the national court is seeking chiefly to
determine the circumstances in which the proprietor of
a trade mark may be regarded as having consented, di-
rectly or indirectly, to the importation and marketing
within the EEA by third parties who cur-rently own
them, of products bearing that trade mark, which have
been placed on the market outside the EEA by the pro-
prietor of the mark or with his consent.

e Consent, which is tanta-mount to the proprie-
tor's _renunciation of his exclusive right under
Avrticle 5 of the Directive to prevent all third parties
from importing goods bearing his trade mark, con-
stitutes the decisive factor in the extinction of that
right

Article 5 of the Directive confers on the trade mark
proprietor exclusive rights entitling him, inter alia, to
prevent all third parties ‘not having his consent’ from
importing goods bearing the mark. Article 7(1) contains
an exception to that rule in that it provides that the
trade mark proprietor's rights are exhausted where
goods have been put on the market in the EEA by the
proprietor or ‘with his consent’. It therefore appears
that consent, which is tanta-mount to the proprietor's
renunciation of his exclusive right under Article 5 of

the Directive to prevent all third parties from importing
goods bearing his trade mark, constitutes the decisive
factor in the extinction of that right.

e The concept of consent is not a matter for the na-
tional laws of the Member States

In so far as it falls to the Community legislature to de-
termine the rights of a trade mark proprietor within the
Member States of the Community it would be un-
acceptable on the basis of the law governing the con-
tract for marketing outside the EEA to apply rules of
law that have the effect of limiting the protection af-
forded to the proprietor of a trade mark by Articles 5(1)
and 7(1) of the Directive. If the concept of consent
were a matter for the national laws of the Member
States, the consequence for trade mark proprietors
could be that protection would vary according to the
legal system concerned

e Consent should be unequivocally demonstrated
In view of its serious effect in extinguishing the ex-
clusive rights of the proprietors of the trade marks in
issue in the main proceedings (rights which enable
them to control the initial marketing in the EEA), con-
sent must be so expressed that an intention to renounce
those rights is unequivocally demonstrated. Such inten-
tion will normally be gathered from an express
statement of consent.

o Implied consent is possible

Nevertheless, it is con-ceivable that consent may, in
some cases, be inferred from facts and circumstances
prior to, simultaneous with or subsequent to the placing
of the goods on the market outside the EEA which, in
the view of the na-tional court, unequivocally demon-
strate that the proprietor has renounced his rights. It
follows that it is for the trader alleging consent to prove
it and not for the trade mark proprietor to demon-strate
its absence. Implied consent to the marketing within the
EEA of goods put on the market outside that area can-
not be inferred from the mere silence of the trade mark
proprietor. Implied consent cannot be inferred from (i)
the fact that a trade mark proprietor has not communi-
cated his opposition to marketing within the EEA, (ii)
the fact that the goods do not carry any warning that it
is prohibited to place them on the market within the
EEA, (iii) the fact that the trade mark proprietor trans-
ferred owner-ship of the goods bearing the mark
without imposing contractual reservations or from (iv)
the fact that, according to the law governing the con-
tract, the property right transferred includes, in the
absence of such reserva-tions, an unlimited right of re-
sale or, at the very least, a right to market the goods
subsequently within the EEA.
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20 November 2001 (1)

(Trade marks - Directive 89/104/EEC - Article 7(1) -
Exhaustion of the rights conferred by a trade mark -
Goods placed on the market outside the EEA - Im-
ported into the EEA - Consent of the trade mark
proprietor - Whether consent required to be express or
implied - Law governing the contract - Presumption of
consent - Non-applicability)

In Joined Cases C-414/99 to C-416/99,

REFERENCES to the Court under Article 234 EC by
the High Court of Justice of England and Wales, Chan-
cery Division (Patent Court), for a preliminary ruling in
the proceedings pending before that court between

Zino Davidoff SA

and

A & G Imports Ltd (C-414/99),

between

Levi Strauss & Co.,

Levi Strauss (UK) Ltd

and

Tesco Stores Ltd,

Tesco plc (C-415/99),

and between

Levi Strauss & Co.,

Levi Strauss (UK) Ltd

and

Costco Wholesale UK Ltd, formerly Costco UK Ltd
(C-416/99),

on the interpretation of Article 7 of First Council Direc-
tive 89/104/EEC of 21 December 1988 to approximate
the laws of the Member States relating to trade marks
(0J 1989 L 40, p. 1), as amended by the Agreement on
the European Economic Area of 2 May 1992 (OJ 1994
L1, p.3),

THE COURT,

composed of: G.C. Rodriguez Iglesias, President, P.
Jann, N. Colneric and S. von Bahr (Presidents of
Chambers), C. Gulmann (Rapporteur), D.A.O. Edward,
A. La Pergola, J.-P. Puissochet, L. Sevon, V. Skouris
and C.W.A. Timmermans, Judges,

Advocate General: C. Stix-Hackl,

Registrar: L. Hewlett, Administrator,

after considering the written observations submitted on
behalf of:

- Zino Davidoff SA, by M. Silverleaf QC and R.
Hacon, Barrister, instructed by R. Swift, Solicitor,

- Levi Strauss & Co. and Levi Strauss (UK) Ltd, by
H. Carr QC and D. Anderson QC, instructed by Baker
& MacKenzie, Solicitors,

- A & G Imports Ltd, by G. Hobbs QC and C. May,
Barrister, instructed by A. Millmore and I. Mackie, So-
licitors,

- Tesco Stores Ltd and Tesco plc, by G. Hobbs and
D. Alexander, Barrister, instructed by C. Turner and E.
Powell, Solicitors,

- Costco Wholesale UK Ltd, by G. Hobbs and D.
Alexander, instructed by G. Heath and G. Williams,
Solicitors,

- the German Government, by W.-D. Plessing, A.
Dittrich and B. Muttelsee-Schén, acting as Agents,

- the French Government, by K. Rispal-Bellanger and
A. Maittrepierre, acting as Agents,

- the Italian Government, by U. Leanza, acting as
Agent, assisted by O. Fiumara, Vice avvocato generale
dello Stato,

- the Finnish Government, by E. Bygglin, acting as
Agent,

- the Swedish Government, by A. Kruse, acting as
Agent,

- the Commission of the European Communities, by
K. Banks, acting as Agent,

- the EFTA Surveillance Authority, by A.-L.H. Rol-
land, acting as Agent,

having regard to the Report for the Hearing,

after hearing the oral observations of Zino Davidoff
SA, represented by M. Silverleaf; of Levi Strauss &
Co. and Levi Strauss (UK) Ltd, represented by H. Carr
and D. Anderson; of A & G Imports Ltd, represented
by G. Hobbs and C. May; of Tesco Stores Ltd, Tesco
plc and Costco Wholesale UK Ltd, represented by G.
Hobbs and D. Alexander; of the German Government,
represented by H. Heitland, acting as Agent; of the
French Government, represented by A. Maittrepierre;
of the Commission, represented by K. Banks; and of
the EFTA Surveillance Authority, represented by P.
Dyrberg and D. Sif Tynes, acting as Agents, at the
hearing on 16 January 2001,

after hearing the Opinion of the Advocate General at
the sitting on 5 April 2001,

gives the following

Judgment

1. By order of 24 June 1999 (Case C-414/99) and two
orders of 22 July 1999 (Cases C-415/99 and C-416/99),
received at the Court on 29 October 1999, the High
Court of Justice of England and Wales, Chancery Divi-
sion (Patent Court), referred to the Court for a
preliminary ruling under Article 234 EC six questions
in the first case and three identical questions in the re-
maining two cases, on the interpretation of Article 7 of
First Council Directive 89/104/EEC of 21 December
1988 to approximate the laws of the Member States re-
lating to trade marks (OJ 1989 L 40, p. 1), as amended
by the Agreement on the European Economic Area of 2
May 1992 (0J 1994 L 1, p. 3), (‘the Directive’).

2. Those questions have been raised in three disputes
between, on the one hand, two proprietors of trade
marks registered in the United Kingdom and one pro-
prietor of a trade mark licence and, on the other, four
companies established in the United Kingdom concern-
ing the marketing in the United Kingdom of products
previously placed on the market outside the European
Economic Area (‘the EEA”).

Legal background

3. Article 5 of Directive 89/104, headed ‘Rights con-
ferred by a trade mark’, is worded as follows:

‘1. The registered trade mark shall confer on the pro-
prietor exclusive rights therein. The proprietor shall be
entitled to prevent all third parties not having his con-
sent from using in the course of trade:
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(@ any sign which is identical with the trade mark in
relation to goods or services which are identical with
those for which the trade mark is registered,;

3 The following, inter alia, may be prohibited [under
paragraph 1]:

(c.)“ importing or exporting the goods under the sign;

4. Article 7 of the Directive, entitled ‘Exhaustion of the
rights conferred by a trade mark’, provides:

‘1. The trade mark shall not entitle the proprietor to
prohibit its use in relation to goods which have been
put on the market in the Community under that trade
mark by the proprietor or with his consent.

2. Paragraph 1 shall not apply where there exist le-
gitimate reasons for the proprietor to oppose further
commercialisation of the goods, especially where the
condition of the goods is changed or impaired after
they have been put on the market.’

5. In accordance with Article 65(2) of the EEA Agree-
ment, in conjunction with Annex XVII, point 4 thereto,
Article 7(1) of the Directive has been amended for the
purposes of the EEA Agreement, the expression ‘in the
Community’ having been replaced by ‘in a Contracting
Party’.

6. The Directive was transposed into national law in the
United Kingdom as from 31 October 1994 by the Trade
Marks Act 1994,

The disputes in the main proceedings

Case C-414/99

7. Zino Davidoff SA (‘Davidoff’) is the proprietor of
two trade marks, ‘Cool Water’ and ‘Davidoff Cool Wa-
ter’, registered in the United Kingdom and used for a
wide range of toiletries and cosmetic products. The
products manufactured by Davidoff or on its behalf and
bearing, with its consent, those trade marks are sold by
it or on its behalf both within and outside the EEA.

8. The products bear batch code numbers. Those mark-
ings are intended to ensure compliance with the
provisions of Council Directive 76/768/EEC of 27 July
1976 on the approximation of the laws of the Member
States relating to cosmetic products (OJ 1976 L 262, p.
169), which was implemented in the United Kingdom
by the Cosmetic Products (Safety) Regulations 1996
(SI 2925/1996). Whether the batch code numbers also
serve purposes other than ensuring compliance with
Directive 76/768 and the national implementing meas-
ures is not a question which has been addressed by the
national court.

9. In 1996 Davidoff entered into an exclusive distribu-
tion contract with a trader in Singapore. In accordance
with that contract, the distributor undertook, first, to
sell Davidoff products solely within a defined territory
outside the EEA to local sub-distributors, sub-agents
and retailers and, second, to impose in turn on those co-
contractors a prohibition of resale outside the stipulated
territory. The parties expressly made that exclusive dis-
tribution contract subject to German law.

10. A & G Imports Ltd (‘A & G’) acquired stocks of
Davidoff products, manufactured within the EEA,

which had originally been placed on the market in Sin-
gapore by Davidoff or with its consent.

11. A & G imported those products into the United
Kingdom and began to sell them. A & G, or another
operator in the distribution chain, removed or obliter-
ated the batch code numbers in whole or in part.

12. In 1998 Davidoff brought proceedings against A &
G before the High Court of Justice of England and
Wales, Chancery Division (Patent Court), alleging, in-
ter alia, that the importation and sale of those goods in
the United Kingdom infringed its trade mark rights.

13. A & G relied on Articles 5(1) and 7(1) of the Direc-
tive, maintaining that, having regard to the
circumstances in which the goods were placed on the
market in Singapore, their importation and sale was, or
should be deemed to have been, with Davidoff's con-
sent.

14. Davidoff denied that it had consented, or could be
deemed to have consented, to the products concerned
being imported into the EEA. Further, it pleaded le-
gitimate reasons, within the meaning of Article 7(2) of
the Directive, for opposing the import and marketing of
its products. Those reasons were based on the removal
or obliteration, in whole or in part, of the batch code
numbers.

15. By decision of 18 May 1999 the national court re-
jected Davidoff's application for summary judgment,
considering that the dispute ought to go to full trial. It
took the view, however, that for that purpose the scope
and effect of Article 7(1) and (2) of the Directive re-
quired clarification.

16. The High Court of Justice of England and Wales,
Chancery Division (Patent Court), accordingly decided
to stay proceedings and to request the Court of Justice
to give a preliminary ruling on the following questions:
‘(1) Insofar as First Council Directive 89/104/EEC
of 21 December 1988 to approximate the laws of the
Member States relating to trade marks (OJ 1989 L 40,
p. 1) refers to goods being put on the market in the
Community with the consent of the proprietor of a
mark, is it to be interpreted as including consent given
expressly or implicitly and directly or indirectly?

(2) Where:

(@) a proprietor has consented to or allowed goods
to be placed in the hands of a third party in circum-
stances where the latter's rights to further market the
goods are determined by the law of the contract of pur-
chase under which that party acquired the goods, and

(b)  the said law allows the vendor to impose re-
strictions on the further marketing or use of the goods
by the purchaser but also provides that, absent the im-
position by or on behalf of the proprietor of effective
restrictions on the purchaser's right to further market
the goods, the third party acquires a right to market the
goods in any country, including the Community,

then, if restrictions effective according to that law to
limit the third party's rights to market the goods have
not been imposed, is the Directive to be interpreted so
as to treat the proprietor as having consented to the
right of the third party acquired thereby to market the
goods in the Community?
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(3) If the answer to the previous question is in the
affirmative, is it for the national courts to determine
whether, in all the circumstances, effective restrictions
were imposed on the third party?
(4) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude any actions by a third party which affect to a
substantial extent the value, allure or image of the trade
mark or the goods to which it is applied?
(5) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude the removal or obliteration by third parties (in
whole or in part) of any markings on the goods where
such removal or obliteration is not likely to cause any
serious or substantial damage to the reputation of the
trade mark or the goods bearing the mark?
(6) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude the removal or obliteration by third parties (in
whole or in part) of batch code numbers on the goods
where such removal or obliteration results in the goods
in question

(i) offending against any part of the criminal code
of a Member State (other than a part concerned with
trade marks) or

(if) offending against the provisions of Council Di-
rective 76/768/EEC of 27 July 1976 on the
approximation of the laws of the Member States relat-
ing to cosmetic products (OJ 1976 L 262, p. 169)?’
Cases C-415/99 and C-416/99
17. Levi Strauss & Co., a corporation formed under the
laws of the State of Delaware (United States of Amer-
ica), is the proprietor of the trade marks ‘LEVI'S’ and
‘501’, registered in the United Kingdom and used, inter
alia, in respect of jeans.
18. Levi Strauss (UK) Ltd, a company incorporated un-
der the laws of England and Wales, is the holder in the
United Kingdom of a trade mark licence granted by
Levi Strauss & Co. for the manufacture, sale and distri-
bution of, inter alia, Levi's 501 jeans. It sells those
products itself in the United Kingdom or grants li-
cences to other retailers as part of a selective
distribution system.
19. Tesco Stores Ltd and Tesco plc (together “Tesco’)
are two companies incorporated under the laws of Eng-
land and Wales, the latter being the parent company of
the former. Tesco is one of the leading supermarket
chains in the United Kingdom. Amongst other things, it
sells clothes.
20. Costco Wholesale UK Ltd (‘Costco’), a company
incorporated under the laws of England and Wales,
sells a wide range of branded goods in the United
Kingdom, in particular items of clothing.
21. Levi Strauss & Co. and Levi Strauss (UK) Ltd (to-
gether ‘Levis’) have consistently refused to sell Levi's
501 jeans to Tesco and Costco and have not agreed to
their becoming authorised distributors of those prod-
ucts.

22. Tesco and Costco obtained Levi's 501 jeans, genu-
ine goods originally sold by Levi's or on its behalf,
from traders who imported them from countries outside
the EEA. The contracts pursuant to which they ac-
quired those products contained no restrictive
covenants to the effect that the goods were, or were not,
to be sold in a particular territory. The jeans bought by
Tesco had been manufactured by, or on behalf of, Levis
in the United States of America, Mexico or Canada.
Those bought by Costco had been manufactured on the
same terms in the United States or Mexico.

23. Tesco's and Costco's suppliers had obtained the
goods directly or indirectly from authorised retailers in
the United States, Mexico or Canada, or from whole-
salers who had bought the jeans from ‘accumulators’,
that is to say, persons who buy small quantities of jeans
from numerous authorised stores, in particular in the
United States and Canada.

24. In 1998 Levis commenced proceedings before the
High Court of Justice of England and Wales, Chancery
Division (Patent Court), against Tesco and Costco.
They claimed that the import and sale of Levi jeans by
the defendants constituted an infringement of their
trade mark rights.

25. They stated that in the United States and Canada
they had informed their authorised retailers, both in
writing and orally, of guidelines including a ‘no-
wholesale’ stipulation, by virtue of which the goods
could be sold only to end purchasers. In their written
order acknowledgement forms they reserved the right,
which they have exercised several times, to cease sup-
plying their products to a retailer violating that
prohibition. They asked their authorised retailers to
limit sales of garments to a certain number per cus-
tomer, generally six, and to display signs in their stores
stating the ‘no-wholesale policy’ and that limit on retail
sales. In Mexico, they sold their products to authorised
wholesalers. They always informed them, in particular
by repeated written communications, of their rule that
the goods were not to be sold for export.

26. Tesco acknowledged that it knew at the material
time that Levis did not wish their jeans to be sold in the
EEA otherwise than through authorised retailers.
Costco, on the other hand, maintained that it was un-
aware of this.

27. Tesco and Costco pointed out that they were not
bound by any contractual restriction. Levis, they ar-
gued, had not attempted to impose or give notice of any
restriction to run with the goods, nor had they reserved
any rights in any way. In their submission, therefore,
the operator buying the jeans in question was entitled
freely to dispose of them.

28. In those circumstances, the High Court of Justice of
England and Wales, Chancery Division (Patent Court),
decided to stay proceedings and to refer the following
questions to the Court of Justice for a preliminary rul-
ing:

‘(1)  Where goods bearing a registered trade mark
have been placed on the market in a non-EEA country
by the trade mark proprietor or with his consent and
those goods have been imported into or sold in the EEA
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by a third party, is the effect of Directive 89/104/EEC
(“the Directive™) that the trade mark proprietor is enti-
tled to prohibit such importation or sale unless he has
expressly and explicitly consented to it, or may such
consent be implied?

(2) If the answer to Question 1 is that consent may
be implied, is consent to be implied from the fact that
the goods have been sold by the proprietor or on his
behalf without contractual restrictions prohibiting re-
sale within the EEA binding the first and all subsequent
purchasers?

(3)  Where goods bearing a registered trade mark
have been placed on the market in a non-EEA country
by the trade mark proprietor:

(@) to what extent is it relevant to or determinative
of the issue whether or not there was consent by the
proprietor to the placing of those goods on the market
within the EEA, within the meaning of the Directive,
that:

(i) the person placing the goods on the market
(not being an authorised retailer) does so with the
knowledge that he is the lawful owner of the goods and
the goods bear no indication that they may not be
placed on the market in the EEA, and/or

(if)  the person placing the goods on the market
(not being an authorised retailer) does so with knowl-
edge that the trade mark proprietor objects to those
goods being placed on the market within the EEA;
and/or

(iii)  the person placing the goods on the market
(not being an authorised retailer) does so with the
knowledge that the trade mark proprietor objects to
them being placed on the market by anyone otherwise
than an authorised retailer; and/or

(iv) the goods have been purchased from author-
ised retailers in a non-EEA country who have been
informed by the proprietor that the proprietor objects to
the sale of the goods by them for the purposes of resale,
but who have not imposed upon purchasers from them
any contractual restrictions on the manner in which the
goods may be disposed of; and/or

(v) the goods have been purchased from author-
ised wholesalers in a non-EEA country who have been
informed by the proprietor that the goods were to be
sold to retailers in that non-EEA country and were not
to be sold for export, but who have not imposed upon
purchasers from them any contractual restrictions on
the manner in which the goods may be disposed of;
and/or

(vi) there has or has not been communication by
the proprietor to all subsequent purchasers of its goods
(i.e. those between the first purchaser from the proprie-
tor and the person placing the goods on the market in
the EEA) of its objection to the sale of the goods for the
purposes of resale; and/or

(vii) a contractual restriction has or has not been
imposed by the proprietor and made legally binding
upon the first purchaser prohibiting sale for the pur-
poses of resale to anyone other than the ultimate
consumer?

(b) Does the issue of whether or not there was con-
sent by the proprietor to the placing of those goods on
the market within the EEA, within the meaning of the
Directive, depend on some further or other factor or
factors and, if so, which?’

29. By order of the President of the Court of 15 De-
cember 1999, Cases C-414/99, C-415/99 and C-416/99
were joined pursuant to Article 43 of the Rules of Pro-
cedure for the purposes of the written procedure, the
oral procedure and judgment.

The questions relating to Article 7(1) of the Direc-
tive

Preliminary observations

30. In Case C-414/99, the questions raised concern
products placed on the market within the Community
whereas, in Cases C-415/99 and C-416/99, they con-
cern products placed on the market in the EEA, that is
to say, taking into consideration the amendment of Ar-
ticle 7(1) of Directive 89/104 by the EEA Agreement.
31. Since, as regards the Member States of the Com-
munity, the substance of the answers to be given will
be the same for either situation, references in what fol-
lows will be to the placing of goods on the market
within the EEA.

32. It must also be borne in mind that in Articles 5 and
7 of the Directive the Community legislature laid down
the rule of Community exhaustion, that is to say, the
rule that the rights conferred by a trade mark do not en-
title the proprietor to prohibit use of the mark in
relation to goods bearing that mark which have been
placed on the market in the EEA by him or with his
consent. In adopting those provisions, the Community
legislature did not leave it open to the Member States to
provide in their domestic law for exhaustion of the
rights conferred by a trade mark in respect of products
placed on the market in non-member countries (Case
C-355/96 _Silhouette International Schmied [1998]
ECR 1-4799, paragraph 26).

33. The effect of the Directive is therefore to limit ex-
haustion of the rights conferred on the proprietor of a
trade mark to cases where goods have been put on the
market in the EEA and to allow the proprietor to mar-
ket his products outside that area without exhausting
his rights within the EEA. By making it clear that the
placing of goods on the market outside the EEA does
not exhaust the proprietor's right to oppose the importa-
tion of those goods without his consent, the
Community legislature has allowed the proprietor of
the trade mark to control the initial marketing in the
EEA of goods bearing the mark (Case C-173/98 Se-
bago and Maison Dubois [1999] ECR 1-4103,
paragraph 21).

34. By its questions, the national court is seeking
chiefly to determine the circumstances in which the
proprietor of a trade mark may be regarded as having
consented, directly or indirectly, to the importation and
marketing within the EEA by third parties who cur-
rently own them, of products bearing that trade mark,
which have been placed on the market outside the EEA
by the proprietor of the mark or with his consent.

www.ip-portal.eu

Page 5 of 24


http://www.ippt.eu/files/1998/IPPT19980716_ECJ_Silhouette_v_Hartlauer.pdf
http://www.ippt.eu/files/1998/IPPT19980716_ECJ_Silhouette_v_Hartlauer.pdf
http://www.ippt.eu/files/1998/IPPT19980716_ECJ_Silhouette_v_Hartlauer.pdf
http://www.ippt.eu/files/1998/IPPT19980716_ECJ_Silhouette_v_Hartlauer.pdf
http://www.ippt.eu/files/1999/IPPT19990701_ECJ_Sebago.pdf
http://www.ippt.eu/files/1999/IPPT19990701_ECJ_Sebago.pdf
http://www.ippt.eu/files/1999/IPPT19990701_ECJ_Sebago.pdf

www.ippt.eu

IPPT20011120, ECJ, Davidoff

Whether the consent of a trade mark proprietor to
marketing in the EEA may be implied

35. By the first question referred in each of Cases C-
414/99 to C-416/99, the national court is in essence
asking whether, on a proper construction of Article 7(1)
of the Directive, the consent of a trade mark proprietor
to the marketing within the EEA of products bearing
that mark which have previously been placed on the
market outside the EEA by that proprietor or with his
consent must be express, or whether it may also be im-
plied.

36. That question therefore seeks clarification of the
manner in which the consent of a trade mark proprietor
to marketing within the EEA may be expressed.

37. The answer to that question requires that it first be
established whether, with regard to situations such as
those in issue in the main proceedings, the concept of
‘consent’ used in Article 7(1) of the Directive must be
interpreted uniformly throughout the Community legal
order.

38. The Italian Government submits that where prod-
ucts are placed on the market outside the EEA, trade
mark rights can never be exhausted as a consequence of
a provision of Community law, because such exhaus-
tion is not provided for by the Directive. Whether or
not express or implied consent has been given for re-
importation into the EEA is not a matter which
concerns the consent to exhaustion referred to in Arti-
cle 7(1) of the Directive, but rather relates to an act
disposing of the trade mark rights, which is a matter for
the national law in question.

39. Articles 5 to 7 of the Directive embody a complete
harmonisation of the rules relating to the rights con-
ferred by a trade mark and accordingly define the rights
of proprietors of trade marks in the Community
(Silhouette, cited above, paragraphs 25 and 29).

40. Article 5 of the Directive confers on the trade mark
proprietor exclusive rights entitling him, inter alia, to
prevent all third parties ‘not having his consent’ from
importing goods bearing the mark. Article 7(1) contains
an exception to that rule in that it provides that the
trade mark proprietor's rights are exhausted where
goods have been put on the market in the EEA by the
proprietor or ‘with his consent’.

41. It therefore appears that consent, which is tanta-
mount to the proprietor's renunciation of his exclusive
right under Article 5 of the Directive to prevent all third
parties from importing goods bearing his trade mark,
constitutes the decisive factor in the extinction of that
right.

42. If the concept of consent were a matter for the na-
tional laws of the Member States, the consequence for
trade mark proprietors could be that protection would
vary according to the legal system concerned. The ob-
jective of ‘the same protection under the legal systems
of all the Member States’ set out in the ninth recital in
the preamble to Directive 89/104, where it is described
as ‘fundamental’, would not be attained.

43. It therefore falls to the Court to supply a uniform
interpretation of the concept of ‘consent’ to the placing

of goods on the market within the EEA as referred to in
Article 7(1) of the Directive.

44, The parties in the main proceedings, the German,
Finnish and Swedish Governments and the EFTA Sur-
veillance Authority acknowledge, explicitly or in
substance, that consent to the placing on the market in
the EEA of goods previously marketed outside that area
may be express or implied. By contrast, the French
Government maintains that consent must be express.
The Commission's view is that the question is not
whether consent must be express or implied, but rather
whether the trade mark proprietor has had a first oppor-
tunity to benefit from the exclusive rights he holds
within the EEA.

45, In view of its serious effect in extinguishing the ex-
clusive rights of the proprietors of the trade marks in
issue in the main proceedings (rights which enable
them to control the initial marketing in the EEA), con-
sent must be so expressed that an intention to renounce
those rights is unequivocally demonstrated.

46. Such intention will normally be gathered from an
express statement of consent. Nevertheless, it is con-
ceivable that consent may, in some cases, be inferred
from facts and circumstances prior to, simultaneous
with or subsequent to the placing of the goods on the
market outside the EEA which, in the view of the na-
tional court, unequivocally demonstrate that the
proprietor has renounced his rights.

47. The answer to the first question referred in each of
Cases C-414/99 to C-416/99 must therefore be that, on
a proper construction of Article 7(1) of the Directive,
the consent of a trade mark proprietor to the marketing
within the EEA of products bearing that mark which
have previously been placed on the market outside the
EEA by that proprietor or with his consent may be im-
plied, where it is to be inferred from facts and
circumstances prior to, simultaneous with or subse-
quent to the placing of the goods on the market outside
the EEA which, in the view of the national court, un-
equivocally demonstrate that the proprietor has
renounced his right to oppose placing of the goods on
the market within the EEA.

Whether implied consent may be inferred from the
mere silence of a trade mark proprietor

48. By its second question and by Question 3(a)(i), (vi)
and (vii) in Cases C-415/99 and C-416/99, and by its
second question in Case C-414/99, the national court
seeks in essence to ascertain whether, having regard to
the facts of the disputes in the main proceedings, im-
plied consent may be inferred:

- from the fact that the proprietor of the trade mark
has not communicated to all subsequent purchasers of
the goods placed on the market outside the EEA his
opposition to their being marketed within the EEA;

- from the fact that the goods carry no warning of a
prohibition on their being placed on the market within
the EEA;

- from the fact that the trade mark proprietor has
transferred the ownership of the products bearing the
trade mark without imposing any contractual reserva-
tions and that, according to the law governing the
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contract, the property right transferred includes, in the
absence of such reservations, an unlimited right to re-
sell or, at the very least, a right to market the goods
subsequently within the EEA.

49. Referring in particular to Silhouette and Sebago
and Maison Dubois, cited above, A & G, Tesco and
Costco argue that the defendant in an action for in-
fringement of a trade mark must be presumed to have
acted with the consent of the trade mark proprietor
unless the latter proves the contrary.

50. In their opinion, if a trade mark proprietor wishes
his exclusive rights to be reserved within the EEA, he
must ensure that:

- the goods bearing the trade mark carry a clear warn-
ing of the existence of such reservations, and

- that the reservations are stipulated in the contracts
for the sale and resale of those goods.

51. A & G contends that the clause in the contract con-
cluded between Davidoff and its distributor in
Singapore under which the latter undertook to oblige
his sub-distributors, sub-agents and/or retailers not to
resell the products outside the stipulated territory did
not prevent the distributor or his sub-distributors, sub-
agents and/or retailers from selling those products to
third parties within the distribution territory with
unlimited rights of resale. There is no evidence in the
documents in the case in the main proceedings to dem-
onstrate that the goods in question were sold by the
distributor, or his sub-distributors, sub-agents or retail-
ers outside the distribution territory. In addition, there
was no notice on the goods or their packaging of any
restrictions on resale and those goods were purchased
and then sold to A & G without any restriction of that
kind.

52. Tesco and Costco submit that where contracts for
the acquisition of trade-marked goods placed on the
market outside the EEA contain no restrictions on their
resale, it is irrelevant that the proprietor of the mark
may have made announcements or otherwise expressed
the view that it did not wish those goods to be sold in
the EEA by the purchaser.

53. It follows from the answer to the first question re-
ferred in the three cases C-414/99 to C-416/99 that
consent must be expressed positively and that the fac-
tors taken into consideration in finding implied consent
must unequivocally demonstrate that the trade mark
proprietor has renounced any intention to enforce his
exclusive rights.

54. It follows that it is for the trader alleging consent to
prove it and not for the trade mark proprietor to demon-
strate its absence.

55. Consequently, implied consent to the marketing
within the EEA of goods put on the market outside that
area cannot be inferred from the mere silence of the
trade mark proprietor.

56. Likewise, implied consent cannot be inferred from
the fact that a trade mark proprietor has not communi-
cated his opposition to marketing within the EEA or
from the fact that the goods do not carry any warning
that it is prohibited to place them on the market within
the EEA.

57. Finally, such consent cannot be inferred from the
fact that the trade mark proprietor transferred owner-
ship of the goods bearing the mark without imposing
contractual reservations or from the fact that, according
to the law governing the contract, the property right
transferred includes, in the absence of such reserva-
tions, an unlimited right of resale or, at the very least, a
right to market the goods subsequently within the EEA.
58. A rule of national law which proceeded upon the
mere silence of the trade mark proprietor would not
recognise implied consent but rather deemed consent.
This would not meet the need for consent positively
expressed required by Community law.

59. In so far as it falls to the Community legislature to
determine the rights of a trade mark proprietor within
the Member States of the Community it would be un-
acceptable on the basis of the law governing the
contract for marketing outside the EEA to apply rules
of law that have the effect of limiting the protection af-
forded to the proprietor of a trade mark by Articles 5(1)
and 7(1) of the Directive.

60. The answer to be given to the second question and
to Question 3(a)(i), (vi) and (vii) in Cases C-415/99 and
C-416/99, and to the second question in Case C-414/99,
must therefore be that implied consent cannot be in-
ferred:

- from the fact that the proprietor of the trade mark
has not communicated to all subsequent purchasers of
the goods placed on the market outside the EEA his
opposition to marketing within the EEA;

- from the fact that the goods carry no warning of a
prohibition on their being placed on the market within
the EEA,;

- from the fact that the trade mark proprietor has
transferred the ownership of the products bearing the
trade mark without imposing any contractual reserva-
tions and that, according to the law governing the
contract, the property right transferred includes, in the
absence of such reservations, an unlimited right of re-
sale or, at the very least, a right to market the goods
subsequently within the EEA.

61. In light of that reply, it is unnecessary to answer the
third question raised in Case C-414/99.

The consequence of ignorance, on the part of a
trader importing goods bearing a trade mark into
the EEA, of the trade mark proprietor's expressed
opposition to such imports

62. By Question 3(a)(ii) to (v), raised in Cases C-
415/99 and C-416/99, the national court is in essence
asking whether, with regard to exhaustion of the trade
mark proprietor's exclusive rights, it is relevant:

- that the importer of the goods bearing the trade
mark is not aware that the proprietor objects to their
being placed on the market in the EEA or sold there by
traders other than authorised retailers, or

- that the authorised retailers and wholesalers have
not imposed on their own purchasers contractual reser-
vations setting out such opposition, even though they
have been informed of it by the trade mark proprietor.
63. Those questions raise the issue of whether a restric-
tion of the right to dispose freely of goods, imposed on
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the first purchaser by the first vendor or agreed be-
tween the two parties to the sale, may be relied upon as
against a third party transferee.

64. That is a different question from those concerning
the effect on trade mark rights of consent to marketing
within the EEA. Since such consent cannot be inferred
from the proprietor's silence, preservation of his exclu-
sive right cannot depend on there being an express
prohibition of marketing within the EEA, which the
proprietor is not obliged to impose, nor, a fortiori, on a
repetition of that prohibition in one or more of the con-
tracts concluded in the distribution chain.

65. The national rules on the enforceability of sales re-
strictions against third parties are not, therefore,
relevant to the resolution of a dispute between the pro-
prietor of a trade mark and a subsequent trader in the
distribution chain concerning the preservation or ex-
tinction of the rights conferred by the trade mark.

66. The answer to be given to Question 3(a)(ii) to (v),
raised in Cases C-415/99 and C-416/99, must therefore
be that with regard to exhaustion of the trade mark pro-
prietor's exclusive rights, it is not relevant:

- that the importer of goods bearing the trade mark is
not aware that the proprietor objects to their being
placed on the market in the EEA or sold there by trad-
ers other than authorised retailers, or

- that the authorised retailers and wholesalers have
not imposed on their own purchasers contractual reser-
vations setting out such opposition, even though they
have been informed of it by the trade mark proprietor.
67. In light of that answer and of those given above, it
is unnecessary to reply to Question 3(b), raised in
Cases C-415/99 and C-416/99.

The questions relating to Article 7(2) of the Direc-
tive

68. In light of the answers to the foregoing questions,
resolution of the disputes in the main proceedings does
not call for any answer to the fourth, fifth and sixth
questions raised in Case C-414/99.

Costs

69. The costs incurred by the German, French, Italian,
Finnish and Swedish Governments, the Commission
and the EFTA Surveillance Authority, which have
submitted observations to the Court, are not recover-
able. Since these proceedings are, for the parties to the
main proceedings, a step in the actions pending before
the national court, the decision on costs is a matter for
that court.

On those grounds,

THE COURT,

in answer to the questions referred to it by the High
Court of Justice of England and Wales, Chancery Divi-
sion (Patent Court), by orders of 24 June 1999 and 22
July 1999, hereby rules:

1. On a proper construction of Article 7(1) of First
Council Directive 89/104/EEC of 21 December 1988 to
approximate the laws of the Member States relating to
trade marks, as amended by the Agreement on the
European Economic Area of 2 May 1992, the consent
of a trade mark proprietor to the marketing within the
European Economic Area of products bearing that

mark which have previously been placed on the market
outside the European Economic Area by that proprietor
or with his consent may be implied, where it follows
from facts and circumstances prior to, simultaneous
with or subsequent to the placing of the goods on the
market outside the European Economic Area which, in
the view of the national court, unequivocally demon-
strate that the proprietor has renounced his right to
oppose placing of the goods on the market within the
European Economic Area.

2. Implied consent cannot be inferred:

- from the fact that the proprietor of the trade mark
has not communicated to all subsequent purchasers of
the goods placed on the market outside the European
Economic Area his opposition to marketing within the
European Economic Area;

- from the fact that the goods carry no warning of a
prohibition of their being placed on the market within
the European Economic Area;

- from the fact that the trade mark proprietor has
transferred the ownership of the products bearing the
trade mark without imposing any contractual reserva-
tions and that, according to the law governing the
contract, the property right transferred includes, in the
absence of such reservations, an unlimited right of re-
sale or, at the very least, a right to market the goods
subsequently within the European Economic Area.

3. With regard to exhaustion of the trade mark pro-
prietor's exclusive right, it is not relevant:

- that the importer of goods bearing the trade mark
is not aware that the proprietor objects to their being
placed on the market in the European Economic Area
or sold there by traders other than authorised retailers,
or

- that the authorised retailers and wholesalers have
not imposed on their own purchasers contractual reser-
vations setting out such opposition, even though they
have been informed of it by the trade mark proprietor.

OPINION OF ADVOCATE GENERAL
STIX-HACKL

delivered on 5 April 2001 (1)

Joined Cases C-414/99, C-415/99 and C-416/99

Zino Davidoff SA

%

A & G Imports Ltd

Levi Strauss & Co

Levi Strauss (UK) Ltd

%

Tesco Stores

Tesco plc

and

Costco Wholesale UK Ltd

(References for a preliminary ruling from the High
Court of Justice of England and Wales, Chancery Divi-
sion (Patent Court))

(Trade marks - Directive 89/104/EEC - Article 7(1) -
Exhaustion of the rights conferred by a trade mark -
Products placed on the market outside the EEA - Im-
portation into the EEA - ‘Consent’ of the trade mark
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proprietor - Article 7(2) - ‘Legitimate reasons’ - Re-
moval or obliteration of batch code numbers)
Introductory remarks

1. The present cases raise once again the problem of
exhaustion of the rights conferred by a trade mark in
the context of so-called ‘grey re-imports’.

2. The Court is being asked in this connection to inter-
pret the concepts of ‘consent’ and ‘legitimate reasons’
in Article 7 of First Council Directive 89/104/EEC of
21 December 1988 to approximate the laws of the
Member States relating to trade marks (2) (‘the Trade
Marks Directive’). In the detailed questions which it
has submitted, the national court first seeks to ascertain
the circumstances from which consent may be inferred.
In Case C-414/99 it also submits questions concerning
the ‘legitimate reasons’ which, under Article 7(2) of the
Trade Marks Directive, may prevent exhaustion of the
rights conferred by a trade mark.

3. The Court has already on two occasions had the op-
portunity to set out its views on Article 7 of the Trade
Marks Directive in connection with imports from non-
member countries. In its judgment in the Silhouette
case, (3) the Court stated clearly that Article 7(1) pre-
cludes national rules that provide for the international
exhaustion of trade mark rights. In its judgment in Se-
bago, (4) it confirmed that view, adding that the legal
consequence of exhaustion can arise only if the consent
extends to every individual item of the goods in respect
of which exhaustion is pleaded.

4. So far as can be ascertained, the questions submitted
in the present cases appear to be based on a critical atti-
tude to the exclusion of international exhaustion of
trade mark rights pursuant to the Trade Marks Direc-
tive. (5) That exclusion is in principle intended to
enable trade mark proprietors within the European
Economic Area (‘the EEA’) to oppose the importation
into the EEA of goods bearing their trade marks which
were first placed on the market outside the EEA. The
scope of the principle of EEA-wide exhaustion is thus
closely linked to the concept of consent.

| - Facts

Case C-414/99

5. The plaintiff in the national proceedings, Zino Davi-
doff SA (‘Davidoff’), is the proprietor of two trade
marks, ‘Cool Water’ and ‘Davidoff Cool Water’, regis-
tered in the United Kingdom and used for a wide range
of toiletries and cosmetic products. The products are
manufactured for Davidoff under licence and are sold
by it or on its behalf both within and outside the EEA.
6. The products, their packaging and marking are iden-
tical wherever in the world they are sold.

7. Davidoff's products bear batch code numbers. These
markings are intended to ensure compliance with the
provisions of the cosmetics directive, Directive
76/768/EEC, (6) which, it would appear, was imple-
mented in the United Kingdom by the Cosmetic
Products (Safety) Regulations 1996 (S1 2925/1996).

8. The defendant in the national proceedings, A & G
Imports Ltd (‘A & G’), acquired stocks of Davidoff's
products which had originally been placed on the mar-
ket in Singapore by Davidoff or with its consent.

9. The defendant imported those stocks into the Com-
munity, in casu into England, and commenced selling
them there. The only difference between the goods in
question and other goods bearing the Davidoff trade
marks lies in the fact that someone within the chain of
distribution of the goods in question has, as it appears
from the national proceedings, removed or obliterated
the batch code numbers in whole or in part.

10. Davidoff brought proceedings in 1998 against A &
G before the High Court of Justice of England and
Wales, alleging, inter alia, that the importation of those
goods from Singapore into England and their sale there
constituted an infringement of its registered trade
marks.

11. A & G argue that, having regard to the manner and
circumstances in which the goods were placed on the
market in Singapore by Davidoff or with its consent,
they were, or should be treated as having been, im-
ported and sold with Davidoff's consent. It invokes,
with regard to such consent, Articles 7(1) and 5(1) of
the Trade Marks Directive.

12. Davidoff denies that it consented, or could be
treated as having consented, to A & G's activities, sub-
mitting, further, that it has legitimate reasons, within
the meaning of Article 7(2) of the Trade Marks Direc-
tive, for opposing importation and sale of the goods.
Those reasons are based on the removal or obliteration
(in whole or in part) of the batch code numbers.

13. On 18 May 1999, the referring court declined to
dispose of the dispute between the parties by way of
summary judgment, on the ground that it did not con-
sider A & G's arguments to be clearly unfounded. It
took the view that the case raised fundamental ques-
tions relating in particular to the scope and effect of
Article 7(1) and (2) of the Trade Marks Directive, a re-
ply to which would be necessary for determination of
the issues at the full trial.

14. The High Court accordingly requested the Court of
Justice of the European Communities to give a prelimi-
nary ruling on the following questions:

‘( A) Insofar as the Directive refers to goods being
put on the market in the Community with the consent
of the proprietor of a mark, is it to be interpreted as in-
cluding consent given expressly or implicitly and
directly or indirectly?

(B) Where:

(i) a proprietor has consented to or allowed goods
to be placed in the hands of a third party in circum-
stances where the latter's rights to further market the
goods are determined by the law of the contract of pur-
chase under which that party acquired the goods, and

(if)  the said law allows the vendor to impose re-
strictions on the further marketing or use of the goods
by the purchaser but also provides that, absent the im-
position by or on behalf of the proprietor of effective
restrictions on the purchaser's right to further market
the goods, the third party acquires a right to market the
goods in any country, including the Community,

then, if restrictions effective according to that law to
limit the third party's rights to market the goods have
not been imposed, is the Directive to be interpreted so
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as to treat the proprietor as having consented to the
right of the third party acquired thereby to market the
goads in the Community?
(C) If the answer to Question (B) is in the affirma-
tive, is it for the national courts to determine whether,
in all the circumstances, effective restrictions were im-
posed on the third party?
(D) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude any actions by a third party which affect to a
substantial extent the value, allure or image of the trade
mark or the goods to which it is applied?
(E) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude the removal or obliteration by third parties (in
whole or in part) of any markings on the goods where
such removal or obliteration is not likely to cause any
serious or substantial damage to the reputation of the
trade mark or the goods bearing the mark?
(F) Is Article 7(2) of the Directive to be interpreted
in such a way that legitimate reasons for the proprietor
to oppose further commercialisation of his goods in-
clude the removal or obliteration by third parties (in
whole or in part) of batch code numbers on the goods
where such removal or obliteration results in the goods
in question

(i) offending against any part of the criminal code of
a Member State (other than a part concerned with trade
marks) or

(ii) offending against the provisions of Directive
76/768/EEC?’
Cases C-415/99 and C-416/99
15. Levi Strauss & Co., an American corporation exist-
ing under the laws of the State of Delaware, is the
proprietor of the trade marks ‘LEVI'S’ and *501’, regis-
tered in the United Kingdom and used, inter alia, in
respect of jeans.
16. Levi Strauss (UK) Ltd, a company incorporated un-
der the laws of England and Wales, is the licensee of
Levi Strauss & Co. under the registered trade marks in
regard to the manufacture, importation, sale and distri-
bution of, inter alia, Levi's 501 jeans. It sells those
products itself in the United Kingdom and also licenses
other retailers as part of a selective distribution system.
17. Tesco Stores Ltd and Tesco plc (together ‘Tesco’)
are companies incorporated under the laws of England
and Wales, Tesco plc being the parent company of
Tesco Stores Ltd. Tesco is one of the leading super-
market chains in the United Kingdom, with retail
outlets throughout Britain. Amongst other things, it
sells a range of items of clothing.
18. Costco UK Ltd, now Costco Wholesale UK Ltd
(‘Costco”), which is also a company incorporated under
the laws of England and Wales, sells a wide range of
branded goods in the United Kingdom, in particular
items of clothing.
19. Levi Strauss & Co. and Levi Strauss (UK) Ltd. (to-
gether ‘Levis’) have consistently refused to sell Levi's
501 jeans to Tesco and Costco. They have also refused

to allow Tesco and Costco to operate as authorised dis-
tributors of the products in question.

20. Tesco and Costco accordingly obtained genuine
top-quality Levi's 501 jeans from a variety of other
suppliers, in particular traders who import such jeans
from countries outside the EEA. The contracts pursuant
to which Tesco and Costco purchased those jeans con-
tained no restrictions as to the markets on which the
goods could be sold. The jeans sold by Tesco had been
manufactured by, or on behalf of, Levis in the United
States of America, Mexico or Canada and were first
sold in those respective countries. The jeans sold by
Costco had likewise been manufactured in the United
States or Mexico.

21. Tesco's and Costco's suppliers had obtained the
goods directly or indirectly from authorised retailers in
the United States, Mexico or Canada, and/or from
wholesalers who bought the jeans from ‘accumulators’,
who operate by visiting numerous stores and purchas-
ing as many items of clothing as possible at the same
time in order then to sell them on to wholesalers.

22. In 1998 Levis commenced proceedings before the
High Court of Justice of England and Wales against
Tesco and Costco, claiming that the importation and
sale of the Levi jeans in question by the defendants
constituted an infringement of their trade mark rights.
23. Tesco and Costco argue essentially that they ac-
quired an unrestricted right to dispose of the jeans as
they wish. Levis, on the other hand, point to their sales
policy: in the United States and Canada Levis sell their
jeans to authorised retailers, who are obliged, on pain
of having their supplies cut off, to sell the jeans only to
end users. In Mexico, the jeans were in part sold to
authorised wholesalers subject to the condition that
they would not be exported from Mexico.

24. It was against this background that the High Court
referred the following questions to the Court of Justice
for a preliminary ruling:

‘(1) Where goods bearing a registered trade mark
have been placed on the market in a non-EEA country
by the trade mark proprietor or with his consent and
those goods have been imported into or sold in the EEA
by a third party, is the effect of Directive 89/104/EEC
(“the Directive™) that the trade mark proprietor is enti-
tled to prohibit such importation or sale unless he has
expressly and explicitly consented to it, or may such
consent be implied?

(2) If the answer to Question 1 is that consent may
be implied, is consent to be implied from the fact that
the goods have been sold by the proprietor or on his
behalf without contractual restrictions prohibiting re-
sale within the EEA binding the first and all subsequent
purchasers?

(3)  Where goods bearing a registered trade mark
have been placed on the market in a non-EEA country
by the trade mark proprietor:

[A] towhatextent is it relevant to or determinative
of the issue whether or not there was consent by the
proprietor to the placing of those goods on the market
within the EEA, within the meaning of the Directive,
that:
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(@ the person placing the goods on the market
(not being an authorised retailer) does so with the
knowledge that he is the lawful owner of the goods and
the goods bear no indication that they may not be
placed on the market in the EEA; and/or

(b) the person placing the goods on the market
(not being an authorised retailer) does so with knowl-
edge that the trade mark proprietor objects to those
goods being placed on the market within the EEA;
and/or

(c) the person placing the goods on the market
(not being an authorised retailer) does so with the
knowledge that the trade mark proprietor objects to
them being placed on the market by anyone otherwise
than an authorised retailer; and/or

(d) the goods have been purchased from author-
ised retailers in a non-EEA country who have been
informed by the proprietor that the proprietor objects to
the sale of the goods by them for the purposes of resale,
but who have not imposed upon purchasers from them
any contractual restrictions on the manner in which the
goods may be disposed of; and/or

(e) the goods have been purchased from author-
ised wholesalers in a non-EEA country who have been
informed by the proprietor that the goods were to be
sold to retailers in that non-EEA country and were not
to be sold for export, but who have not imposed upon
purchasers from them any contractual restrictions on
the manner in which the goods may be disposed of;
and/or

(f) there has or has not been communication by
the proprietor to all subsequent purchasers of its goods
(i.e. those between the first purchaser from the proprie-
tor and the person placing the goods on the market in
the EEA) of its objection to the sale of the goods for the
purposes of resale; and/or

(g) a contractual restriction has or has not been
imposed by the proprietor and made legally binding
upon the first purchaser prohibiting sale for the pur-
poses of resale to anyone other than the ultimate
consumer?

[B] Does the issue of whether or not there was
consent by the proprietor to the placing of those goods
on the market within the EEA, within the meaning of
the Directive, depend on some further or other factor or
factors and, if so, which?’

Il - The legal framework

25. So far as here germane, Article 5 of the Trade
Marks Directive provides:

‘(1)  The registered trade mark shall confer on the
proprietor exclusive rights therein. The proprietor shall
be entitled to prevent all third parties not having his
consent from using in the course of trade:

(@ any sign which is identical with the trade mark
in relation to goods or services which are identical with
those for which the trade mark is registered,;

(3) The following, inter alia, may be prohibited un-
der [paragraph 1]:

(@) affixing the sign to the goods or to the packag-
ing thereof;

(b) offering the goods, or putting them on the mar-
ket or stocking them for these purposes under that sign,
or offering or supplying services thereunder;

(c) importing or exporting the goods under the
sign;

26. Article 7 of the Trade Marks Directive, headed ‘Ex-
haustion of the rights conferred by a trade mark’,
provides:

‘(1) The trade mark shall not entitle the proprietor to
prohibit its use in relation to goods which have been
put on the market in the Community under that trade
mark by the proprietor or with his consent.

(2) Paragraph 1 shall not apply where there exist le-
gitimate reasons for the proprietor to oppose further
commercialisation of the goods, especially where the
condition of the goods is changed or impaired after
they have been put on the market.’

In accordance with Article 65(2) of the Agreement on
the European Economic Area, (7) in conjunction with
point 4 of Annex XVII thereto, Article 7(1) of the
Trade Marks Directive now reads as follows: ‘The
trade mark shall not entitle the proprietor to prohibit its
use in relation to goods which have been put on the
market in a Contracting Party under that trade mark by
the proprietor or with his consent’.

111 - Assessment

27. Given the detailed manner in which the questions
submitted in the national proceedings have been formu-
lated, it seems appropriate to examine them
systematically, rather than in the order presented, the
better to address the essential legal issues common to
them. Questions A to C in Case C-414/99 and all of the
questions in Cases C-415/99 and C-416/99 concern the
concept of consent in Article 7(1) of the Trade Marks
Directive. Although not directly discernible from the
questions, this is none the less apparent from the con-
nection with the problem of exhaustion there raised.
Questions D to F in Case C-414/99 relate to the inter-
pretation of Article 7(2). Since, however, their
relevance for the purpose of reaching a decision is sub-
ject to the answer to the first group of questions, this
latter group will be examined first.

28. The parties to the main proceedings, the Federal
Republic of Germany, France, Finland, Italy, Sweden,
the EFTA Surveillance Authority and the Commission
have submitted what are in part extremely detailed
written observations. All of these parties, with the ex-
ception of Finland, Italy and Sweden, took part in the
oral procedure. In what follows, the submissions of the
parties will be examined only in so far as this appears
necessary for the purposes of setting out the argument.
29. A & G, Tesco and Costco (hereinafter also referred
to jointly as ‘the parallel importers’), advocate essen-
tially a broad construction of the concept of consent,
presumably in order to be able to derive exhaustion of
the trade mark rights under less stringent conditions
from the circumstances of the individual cases. Davi-
doff and Levis essentially defend their selective sales
policy by reference to the previous case-law of the
Court. The other parties, proceeding on the basis of the
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principle of Community-wide exhaustion, albeit with
differing views in regard to the need for an examination
of this principle from the juridical-policy perspective,
concentrate primarily on the limits of the concept of
consent, but without being able to reach agreement on a
clear criterion.

A - The interpretation of Article 7(1) of the Trade
Marks Directive

30. The question arises as to whether consent under Ar-
ticle 7(1) of the Trade Marks Directive is to be treated
as a concept of national or of Community law.

31. An examination will first be made of those grounds
which might argue in favour of an interpretation from
the national perspective. Such grounds may be summa-
rised in a variety of strands of argument: rejection in
principle of any Community power to impose rules;
conflict-of-laws aspects; absence of Community har-
monisation of contract law and the law of property.

It is thus necessary first of all to examine the Commu-
nity's power to impose rules, before going on to address
the conflict-of-laws and substantive-law aspects of this
line of argument.

1. The conclusive nature of Article 7(1) of the Trade
Marks Directive in regard to determining whether
rights conferred by a trade mark have been exhausted
in the case of imports from non-member countries

32. The Italian Government, supported in this regard by
the French Government, submits that, subject to the
condition that the goods in issue were first placed on
the market outside the EEA by the trade mark proprie-
tors or with their consent, exhaustion of the trade mark
rights within the EEA cannot occur under a rule of
Community law. The question whether, in the given
circumstances, consent to placing the goods on the
market within the EEA can be presumed is one which
concerns the existence of a commercial right of dis-
posal and falls to be determined under national law. In
this regard, Tesco and Costco also argue that there is a
principle of territoriality which requires the Community
to leave the regulation of foreign trade relations to the
Member States, the purpose of the Trade Marks Direc-
tive being merely to ensure that the internal market is
established and is capable of functioning.

33. The Court has already addressed these arguments in
its judgment in Silhouette. (8) It there ruled that the
Directive cannot be construed as leaving it open to
Member States to provide in their domestic law for the
exhaustion of the rights conferred by a trade mark in
respect of products placed on the market in non-
member countries. In so finding, the Court conclusively
based itself on the view that, while the Trade Marks
Directive was adopted on the basis of Article 100a of
the EC Treaty (now, after amendment, Article 95 EC),
it comprehensively regulates individual aspects, in par-
ticular the exhaustion of rights conferred by a trade
mark.

34. According to the Silhouette judgment, (9) Articles 5
to 7 of the Trade Marks Directive embody a complete
harmonisation of the rules relating to the rights con-
ferred by a trade mark. The Trade Marks Directive
therefore regulates Community-wide (EEA-wide) ex-

haustion of the rights conferred by a trade mark,
irrespective of where the goods bearing the mark were
first placed on the market.

35. The Court further noted in that judgment that even
if Article 7 were to be construed as providing for legal
consequences in the case where the products in ques-
tion were placed on the market outside the EEA, that is
not intended to regulate the foreign trade relations of
the Community ‘but to define the rights of proprietors
of trade marks in the Community’. (10) The Commu-
nity legislature is thus not precluded from allowing
even situations arising outside the Community or the
EEA to produce legal effects within the Community, to
the extent to which this is necessary to attain the objec-
tives of the Directive, namely the establishment of a
viable internal market through Community approxima-
tion of trade mark protection. The fact that the goods in
issue were first placed on the market outside the EEA is
therefore not a bar to application of the Trade Marks
Directive.

36. Without placing in question the conclusive nature
of the Trade Marks Directive as a whole, that of Article
7(1) of the Trade Marks Directive was, with regard to
the assessment of whether trade mark rights had been
exhausted in respect of parallel imports from non-
member countries, challenged by the argument that an
action for infringement of rights conferred by a trade
mark must in the first instance be assessed in the light
of Article 5 of the Trade Marks Directive and the con-
dition of ‘lack of consent’ referred to therein; Article 7,
in contrast, precludes consent on the part of the trade
mark proprietor which would, within the EEA, not ex-
tend to the entire area - but would not go beyond it.

37. However, it remains unclear where it follows from
that the ‘lack of consent’ under Article 5(1) should not
correspond in all respects to ‘consent’ under Article
7(1). Nor are there any grounds for identifying an ac-
tual conceptual distinction, particularly given that both
provisions are functionally related. With regard to the
structure of the Trade Marks Directive, however, Ad-
vocate General Jacobs has already noted in Silhouette
that “Article 7(1) is a derogation from the rights con-
ferred on the trade-mark owner by Article 5(1)°. (11)
Article 7(1) of the Trade Marks Directive thus consti-
tutes a restriction on the exclusive rights under Article
5(1).

38. With that it may be established that, even on the
assumption that the products in question were first
placed on the market in non-member countries by the
particular trade mark proprietor or with his consent, the
conclusive nature of Article 7(1) of the Trade Marks
Directive in determining whether the rights of the trade
mark proprietor are or are not exhausted within the
EEA cannot seriously be brought into doubt. The ques-
tion of law therefore focuses on the issue whether the
existence of consent, as understood in the exhaustion
theory, falls to be determined by reference to national
law or Community law.

2. Consent as a concept of national law

39. If it is intended to determine consent in the light of
national law, it will first be necessary to examine under
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which national law this interpretation ought to be made.
Accordingly, the preliminary conflict-of-laws issue in
regard to a national definition of what constitutes con-
sent is of fundamental significance. However, the
views of the parties involved in the proceedings diverge
considerably from one another also in relation to this
preliminary issue.

(a) According to which national legal system should
the concept of consent be interpreted?

40. The assumption appears to be made in Case C-
414/99 that consent within the meaning of Article 7(1)
of the Trade Marks Directive ought to be construed on
the basis of that law which is applicable to the first con-
tract (12) in the distribution chain. On this view,
consent to placing goods on the market pursuant to Ar-
ticle 7(1) would consequently have to correspond to the
expression of intent made when the first contract was
concluded. According to the order for reference, the
contracting parties agreed that German law should ap-
ply. On the basis of a rule of evidence of the lex fori -
English law - under which the foreign law is presumed
to be identical to English law in so far as the parties do
not plead that the foreign law differs substantively, the
referring court bases its examination, not on the law
contractually agreed - German law -, but rather on the
lex fori. It may thus be inferred from Question B sub-
mitted in Case C-414/99 that the examination of
consent is based on the law applicable to the first con-
tract in the distribution chain, while the parallel
importers in Cases C-415/99 and C-416/99 submit,
without being contradicted in this regard, that they ac-
quired the property in the trade-marked products
without their right freely to dispose of those products
having been effectively restricted.

41. The law under which the concept of consent falls to
be construed thus remains open, as does the question
whether several legal systems, depending on the num-
ber of contracts in the distribution chain, might have to
be taken into consideration. An answer to these ques-
tions thus presupposes a - national or Community - rule
of conflict of laws. However, determination of such a
conflict-of-laws rule presupposes in turn that the na-
tional provision implementing Article 7(1) of the Trade
Marks Directive is assigned to a conflict-of-laws rule,
that is to say, is classified for the purposes of private
international law. This demonstrates that it is not possi-
ble, without providing more detailed reasons, to
determine consent, within the meaning of Article 7(1),
in accordance with the national law which is applicable
to the first contract in the distribution chain.

42. The wording of Article 7(1) itself makes clear that
consent within the meaning of the Trade Marks Direc-
tive cannot be treated as equivalent to the expression of
intent made for the purpose of concluding a contract.
The crucial issue in this connection is whether the
goods ‘have been put on the market ... under that trade
mark by the proprietor or with his consent’. However,
if the goods were put on the market by the trade mark
proprietor himself, there must also be a contract and
thus a corresponding expression of intent by the trade
mark proprietor, so that here too one must proceed on

the assumption that there is a conceptual identity be-
tween the expression of intent made for the purpose of
concluding the contract and the expression of intent
giving rise to exhaustion. Were one to go along with
this view, however, it would not be clear why Article
7(1) draws a distinction between the placing of goods
on the market by the trade mark proprietor himself and
the placing of goods on the market with his consent,
even though there is an expression of intent by the trade
mark proprietor in both cases. For that reason it does
not appear justifiable to proceed generally on the as-
sumption that consent within the meaning of the Trade
Marks Directive corresponds to the expression of intent
made for the purpose of concluding a contract.

43. Such a submission appears to derive the conclusive
nature of the law applicable to the contract from the
verbal identity, possible purely in conceptual terms, be-
tween contractual consent and consent to the placing of
goods on the market within the meaning of the Direc-
tive, but does not go beyond this mere wording to
examine the content and function of consent under Ar-
ticle 7().

44, However, interpretation of the concept of consent
from a national perspective cannot circumvent the prior
question of classification necessary for determining the
conflict-of-laws rule. Even if that classification is to
follow from the particular lex fori, (13) it must also,
that notwithstanding, be made having regard to the
Trade Marks Directive in so far as trade mark protec-
tion has to that extent been comprehensively
harmonised and national law for that reason falls to be
construed in the light of the Directive. (14) If only in
the context of the prior conflict-of-laws issue of classi-
fication, a substantive examination of the concept of
consent is thus indispensable.

45, As an interim finding, it may be stated that an
autonomous interpretation of the concept of consent
may in any event prove requisite for resolution of the
conflict-of-laws issue of classification.

46. That notwithstanding, other factors would militate
against the argument put forward by the parallel im-
porters. Apart from establishment of the conclusive
nature of the contractual status for freedom to choose
the law governing a contract, it also remains, given
what may be the large number of points along the dis-
tribution chain, to consider whether and, if so, under
what circumstances consent might be inferred at such
further points and at which. That, however, would in-
volve the risk of ‘re-importing’ international
exhaustion, contrary to the objectives of the Trade
Marks Directive, (15) through the fact that presumption
of consent would ultimately probably always remain
possible.

47. Against this background, it should be noted that the
arguments of the parallel importers regarding the free-
dom to choose the law governing a contract and the
territoriality of Community law are not dissimilar to the
submissions made by the defendant in the national pro-
ceedings in the Ingmar case. (16) With regard to the
freedom to choose the law governing a contract, the
defendants in the national proceedings in the present
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cases invoke in particular the Convention of 19 June
1980 on the law applicable to contractual obligations.
(17)

48. The Ingmar case essentially concerned the applica-
bility of Council Directive 86/653/EEC of 18
December 1986 on the coordination of the laws of the
Member States relating to self-employed commercial
agents (18) to a commercial agency contract which, by
virtue of a choice of law, was governed by the law of a
non-member country, in the case where, although the
self-employed commercial agent pursued its activity in
a Member State, the principal was established in that
non-member country. In that case also, essentially, the
freedom to choose the law governing a contract and the
territoriality of Community law were put forward as
arguments.

49. In its judgment in Ingmar, the Court concluded that
Directive 86/653/EEC was applicable in the circum-
stances there obtaining. It first pointed out in that
regard that the freedom to choose the law governing a
contract is subject to the application of mandatory rules
of law. (19) The Court then turned to the question
whether it is for Community law or national law to de-
termine if rules are mandatory in nature. (20) The Court
finally concluded, having regard to the protective pur-
pose of the directive and to its harmonisation objective,
that that directive did cover commercial agents operat-
ing within the Community, irrespective of where the
principal is established. (21)

50. This path for reaching a solution may well be trans-
posable to the cases here under consideration. The
Trade Marks Directive deals with, inter alia, harmoni-
sation of the degree of protection afforded by a trade
mark, while also serving to ensure the operational vi-
ability of the internal market. From this it may, in
accordance with the Ingmar judgment, be inferred that
trade mark protection, harmonised at Community level,
which limits exhaustion of rights conferred by a trade
mark to cases where the goods bearing the trade mark
have, under the relevant conditions, been placed on the
market within the Community or the EEA, is to be ap-
plied regardless of the national law governing the
contract. If compliance with the conditions for assum-
ing consent within the meaning of Article 7(1) of the
Trade Marks Directive fell to be determined according
to the law governing the contract, the scope of the pro-
tection afforded to the trade mark would depend on a
variety of national legal systems, a situation which
would run counter to the harmonisation objective pur-
sued by the Trade Marks Directive.

51. As an interim finding, it may therefore be stated
that exhaustion of the rights conferred by a trade mark
under Article 7(1) of the Trade Marks Directive must
be determined independently of the question of the na-
tional law governing the contract.

52. In the light of this, it is only by way of alternative
consideration that there is any need to examine the sub-
stance of the legal arguments put forward by the
parallel importers. Those arguments raise issues relat-
ing to contract law and the law of property.

(b) Effects of national contract law on the concept
of consent

53. From the point of view of contract law, the submis-
sions touch in particular on the lack of Community
harmonisation of this subject-matter, on the one hand,
and on the need for a unitary concept of consent, on the
other. The German Government thus points out that
none of the provisions in the Trade Marks Directive
contains rules on the creation of contracts or on the
making of declarations of intent. The Swedish Gov-
ernment makes a similar submission. The EFTA
Surveillance Authority, furthermore, notes that an
autonomous (22) interpretation of the concept of con-
sent could jeopardise the uniformity of the concept
within domestic law.

54. Considered in themselves, these comments are not
devoid of all basis; in the present context, however,
they may fall short of the mark, being based exclu-
sively on the verbal identity of ‘consent’ as used in the
Trade Marks Directive and ‘consent’ in national legal
systems. (23) However, such an interpretation based
purely on wording, without any prior teleological
analysis, can only be inconclusive.

55. As a fundamental objection, it should first be noted
that the German Government bases its submission on
the premiss that consent within the meaning of Article
7(1) constitutes a declaration of intent corresponding to
the general doctrine of legal acts in German civil law.
Such an analysis may well depend too much on the par-
ticular features of national law: not every legal system
is familiar with a general doctrine of legal acts; this
might also be classified under the law of obligations.
Apart from this systematic objection, reference must
also be made to a substantive difficulty: interpretation
of the concept of consent as a legal act within the
meaning of the domestic law in question cannot do jus-
tice to the harmonisation objective of the Trade Marks
Directive in so far as it must be borne in mind that in-
dividual legal systems focus, not on the declared, but
on the implied intent. (24) However, it would be con-
trary to the harmonisation objective of the Trade Marks
Directive if the scope of protection for a trade mark,
with regard to the conditions governing exhaustion of
the right conferred by the trade mark, were ultimately
to depend on differing interpretations within national
legal systems. (25) Finally, an interpretation based
purely on the form which consent takes also cannot ex-
plain why Article 7(1) draws a distinction between two
types of marketing, even though the placing of goods
on the market by the trade mark proprietor himself a
fortiori presupposes his consent. (26)

56. The assumption that the concept may have a uni-
form meaning at national level also focuses too much
on a domestic construction of the concept which may,
in certain circumstances, be non-uniform, and fails ade-
quately to address the inherent content and function of
the concept.

57. Consequently, only an interpretation which focuses
on the meaning and purpose of the provision will make
it possible to provide an answer that takes proper ac-
count of the content and function of the concept of
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consent inherent in Article 7(1) of the Trade Marks Di-
rective.

(c) Effects of national law of property on the con-
cept of consent

58. The parallel importers submit further arguments
based on the law of property and point out that this area
has not been harmonised at Community level by the
Trade Marks Directive. They propose an analogy with
retention of title and argue further, particularly in Cases
C-415/99 and C-416/99, on the basis of the scope of the
rights transferred by way of consent.

59. The analogy with retention of title essentially pro-
poses that in the law of property the transfer of rights
is, in the interest of commercial security, limited only if
the holder of the rights has expressly reserved the rights
to himself. This analogy thus implies a restrictive con-
struction of the concept of consent under which
exhaustion would be excluded only where the proprie-
tor of the trade mark has previously expressly reserved
to himself his rights under the trade mark.

60. Such an analogy is unconvincing: consent to plac-
ing trade-marked goods on the market does not relate to
the transfer of the rights deriving from that trade mark
but to the exercise of those rights. Were one to go along
with the analogy, trade mark rights would lose their ex-
clusivity: exercise of those rights would be subject to
the conclusion of an agreement reserving those rights
which would govern all subsequent contracts. Against
this background, the demand of the parallel importers
for an obligation to mark the goods in question, while it
may appear logical, is also alien to the system in the
light of the comments made. However, even if one
were to assume the argument submitted to be correct,
the practical implementation of a ‘trade mark reserva-
tion’, in the sense of making the trade mark -
permanently - visible, scarcely appears possible,
whether because of the possibility of repackaging - as,
for instance, in the case of cosmetics - or by reason of
the nature of the products - such as the jeans here in
issue -, with the result that this submission would ulti-
mately de facto almost always lead to an assumption
that the trade mark proprietor had given consent and
would thus be tantamount to a return to international
exhaustion.

61. The argument put forward by the parallel importers
also fails to take account of the fact that commence-
ment of exhaustion cannot be contractually excluded.
Exhaustion is a legal consequence which is linked to
the - objective - existence of factors which include the
‘consent’ here in issue.

62. The arguments concerning protection of the final
trader in the distribution chain are equally unconvinc-
ing. That trader does not receive the trade mark right in
se; the sole question is whether he can exploit the prod-
ucts bearing that mark. It is only within that context
that the question of protection of legitimate expecta-
tions can arise.

63. Finally, the arguments concerning guarantee of title
and freedom of expression do not really appear to be
cogent. The right to property and the right freely to ex-
press one's views do, it is true, feature, as basic rights,

among the general principles of Community law. Since
these must, according to established case-law, also be
viewed in relation to their social function, it cannot be
ruled out that their exercise may be restricted, provided
that any such restrictions do in fact correspond to
Community objectives of general interest and do not
constitute, in relation to the aim pursued, a dispropor-
tionate and intolerable interference, impairing the very
substance of the rights thus guaranteed. (27) There is
nothing to suggest such an infringement of the principle
of proportionality by the Trade Marks Directive, which
serves to ensure the viability of the internal market.

(d) Interim finding

64. From all of this it becomes clear that the attempt to
classify the concept of consent as a concept of national
law does not lead to a satisfactory solution. First, it is
unclear which national law should apply. Clarification
of this question presupposes classification of exhaus-
tion, for conflict-of-law purposes, from the perspective
of the lex fori, subject to the wording and aims of the
Trade Marks Directive, with the result that an inquiry
into the relevant content of the Directive appears to that
extent indispensable. Further, the fact that there has
been no Community harmonisation of contract law and
the law of property does not preclude a Community in-
terpretation of the concept of consent under Article 7(1)
of the Trade Marks Directive.

65. Regard being had to the foregoing, the meaning of
consent for the purposes of Article 7(1) therefore falls
to be examined from the Community-law angle.

3. Consent as a concept of Community law

66. Even were one to assume the correctness of the
submissions of those advocating an interpretation of the
concept of consent from a national perspective, this
does not, as already pointed out, make it possible to ar-
rive at a sufficiently clear meaning. The question thus
arises as to how far an autonomous interpretation of the
concept of consent in Article 7(1) of the Trade Marks
Directive might help in finding such a meaning.

(a) Wording

67. In the examination of an interpretation which fo-
cuses on the wording of the concept in the Directive, it
has already been stated that consent cannot correspond
solely to the expression of intent made for the purpose
of concluding a contract, since such a construction
would fail to take sufficient account of the distinction
in Article 7(1) of the Trade Marks Directive between
the marketing of goods by the trade mark proprietor
and the marketing of such goods with his consent. (28)
Further, no inference can be drawn from the mere iden-
tity of wording as between the concept of consent here
in issue and that concept as understood in national law.
It is for that reason necessary to examine the origin, the
scheme and the meaning and purpose of the relevant
provision.

(b) Origin of the condition of consent in the exhaus-
tion principle

68. With regard to rights conferred by a trade mark, the
exhaustion principle under Article 7(1) of the Trade
Marks Directive traces its origin to the Court's case-law
on the compatibility of the exercise of rights over in-
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tangible property - and thus also rights under trade
marks - with the free movement of goods. According to
the Court's judgment in Deutsche Grammophon, ‘it
would be in conflict with the provisions prescribing the
free movement of products within the common market
for a manufacturer of sound recordings to exercise the
exclusive right to distribute the protected articles, con-
ferred upon him by the legislation of a Member State,
in such a way as to prohibit the sale in that State of
products placed on the market by him or with his con-
sent in another Member State solely because such
distribution did not occur within the territory of the first
Member State’ (29) (emphasis added).

69. In subsequent judgments the Court shifted its focus
from the sale to concentrate on the marketing of the
products in question: thus, in its judgment in Cen-
trafarm v Winthrop, the Court held that ‘the exercise,
by the owner of a trade mark, of the right which he en-
joys under the legislation of a Member State to prohibit
the sale, in that State, of a product which has been mar-
keted under the trade mark in another Member State by
the trade mark owner or with his consent’ is incompati-
ble with the EC Treaty (30) (emphasis added). In so
ruling the Court based itself conclusively on the finding
that the trade mark proprietor would otherwise ‘be able
to partition off national markets and thereby restrict
trade between Member States, in a situation where no
such restriction was necessary to guarantee the essence
of the exclusive right flowing from the trade mark’.
(1)

70. In respect of rights conferred by trade marks, this
case-law thus extended the barrier of exhaustion in the
sense that consent to the placing of goods on the market
could no longer relate solely to the territory of one
Member State but to the entire territory of the Commu-
nity.

71. However, application of the concept of consent in
the case-law initially lacked uniformity: in his Opinion
in_Deutsche Grammophon, (32) Advocate General
Roemer referred to goods “which the holder of that pro-
tection right or an undertaking dependent on the holder
has placed on the market in another Member State’
(emphasis added). The Court's judgment, however, re-
placed this criterion of dependency, which was
mentioned in the question in the order for reference, by
the criterion of consent.

72. The judgment in Keurkoop (33) contains a com-
promise formulation. The focus there was directed at
whether the product in question ‘has lawfully been
marketed in another Member State by, or with the con-
sent of, the proprietor of the right himself or a person
legally or economically dependent on him’ (34) (em-
phasis added).

73. It is already apparent from these formulations that
the concept of consent within the framework of the
Court's exhaustion theory does not relate to an expres-
sion of intent by the trade mark proprietor concerning
transfer but rather to the question of accountability for
the sale - or marketing - of the trade-marked products.
(35) What is at issue is not to use consent to transfer of
the power of disposal over the trade-marked goods in

order to assess the possibility of invoking the rights un-
der that trade mark, but rather to ascertain whether the
placing of the goods in question on the market within
the EEA could be attributed to the trade mark proprie-
tor. Consequently, the distinction between the placing
of the goods on the market by the trade mark proprietor
himself and the placing of such goods on the market
with his consent means that the goods in question were
placed on the market by the trade mark proprietor him-
self or that that action can be attributed to him in regard
to the legal consequences arising from exhaustion. The
Community interpretation of the concept of consent
must accordingly have as its object the search for crite-
ria of attribution.

74. In this connection, however, one might also con-
strue consent as a reference to entitlement to place
goods on the market, regard being had to the national
case-law cited by Advocate General Roemer in
Deutsche Grammophon (36) and the comments of Ad-
vocate General Trabucchi in his Opinion in the two
Centrafarm cases. (37) Under this view, the trade mark
proprietor could, in respect of the first occasion on
which the goods in question are placed on the market in
the Community or the EEA, invoke his trade mark
rights only if his previous conduct, having regard to all
the particular circumstances of the case, could not be
construed as meaning that he had caused the trade-
marked goods to be placed on the market by third par-
ties or had at least approved of the possibility that this
might happen.

75. It is unnecessary at this point to determine the crite-
ria of attribution by which the concept of consent is to
be fleshed out: an answer to that question must take
into account the meaning and purpose of the Commu-
nity law provision. It need for the moment only be held
that the concept of consent has an objective content
which will require to be given substance in what fol-
lows.

76. Further, it must be held that Article 7(1) of the
Trade Marks Directive reflects the Court's case-law on
the relation between the exercise of rights over intangi-
ble property and the free movement of goods. The
Court has ruled in this regard that Article 7(1) is framed
in terms ‘corresponding to those used by the Court in
judgments which, in interpreting Articles 30 and 36 of
the Treaty, have recognised in Community law the
principle of the exhaustion of the rights conferred by a
trade mark’. (38) That, of course, does not mean that
Article 7(1) has codified the corresponding case-law,
since the scope of that provision extends beyond trade
within the Community.

77. 1t was along these lines that the Court made clear in
Sebago that ‘in adopting Article 7 of the Directive,
which limits exhaustion of the right conferred by the
trade mark to cases where the goods bearing the mark
have been put on the market in the Community (in the
EEA since the EEA Agreement entered into force), the
Community legislature has made it clear that putting
such goods on the market outside that territory does not
exhaust the proprietor's right to oppose the importation
of those goods without his consent and thereby to con-
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trol the initial marketing in the Community (in the EEA
since the EEA Agreement entered into force) of goods
bearing the mark’. (39)

78. This finding is important inasmuch as it suggests a
distinction between situations arising within the Com-
munity (and within the EEA) and situations arising
outside the Community. In the cases at present under
consideration, such a distinction appears to be of fun-
damental importance since it determines conclusively
the scope of the results of the evaluation carried out in
the case-law. In cases occurring within the Community
principles from the relevant case-law on Articles 30
and 36 of the EC Treaty are applicable, whereas situa-
tions concerning trade from non-member countries will
come within the scope of Article 7(1) of the Trade
Marks Directive only because the Directive has com-
prehensively harmonised the scope of trade mark
protection in the Member States with regard to the ex-
haustion principle. For that reason, the parallel
importers' submission concerning the need to construe
the Trade Marks Directive in the light of the relevant
provisions of primary law does not appear to be free
from problems. They cite the Court's case-law to the
effect that Articles 28 EC to 30 EC do not draw a dis-
tinction according to the origin of goods (40) and argue
that Community-wide exhaustion (41) leads to a corre-
spondingly impermissible distinction. This view,
however, fails to take account of the fact that the
Community approximation of trade mark protection
pursuant to Article 7(1) produces effects which are not
confined to trade within the Community; the free
movement of goods within the Community remains un-
affected by an application of the principle of
Community-wide exhaustion to goods initially placed
on the market outside the EEA.

79. From all of this it will be clear that consent of the
trade mark proprietor to the placing of trade-marked
goods on the market within the EEA is subject to the
condition that he had, or could have availed of, an op-
portunity to exercise his right of exclusivity within the
EEA. This is also confirmed by the express function of
the principle of international exhaustion as evidenced
by the legislative history of the Directive. (42) This
finding must now be examined in greater detail in line
with the meaning and purpose of the exhaustion princi-
ple.

(c) Teleological construction

80. In national legal systems the exhaustion principle
rests on a balancing of interests in the conflict between
the exclusivity of the rights conferred by a trade mark
and commercial requirements, particularly with regard
to the resale of the goods concerned within a distribu-
tion chain. In the case of parallel importation of
original goods, the issue is not so much one of misrep-
resentation of origin or of genuineness of those goods
but rather, in particular, of unauthorised use of the
reputation associated with the trade mark. Through the
balancing of interests, the trade mark proprietor's rights
to intervene are restricted in the sense that he cannot
oppose the further sale of the goods in question in so
far as he was in a position adequately to assert his

rights under the trade mark when the goods were first
placed on the market. (43) The exhaustion principle is
thus designed to prevent the trade mark proprietor's
rights of control from unjustifiably fettering commerce.
(44)

81. The Community-law expression of the exhaustion
principle, as contained in Article 7(1) of the Trade
Marks Directive, also rests on a balancing of interests
between the protection of intangible property rights and
the dictates of free movement of goods. Community-
wide exhaustion is, pursuant to the basic idea of the in-
ternal market deriving from the Treaty, designed to
prevent trade between Member States from being re-
stricted through the invocation of trade mark rights.

82. The relevant case-law of the Court (45) concerned
the permissibility of parallel imports from other Mem-
ber States in the light of Articles 30 and 36 of the EC
Treaty (now, after amendment, Articles 28 EC and 30
EC). For evaluation purposes, the Court focused con-
clusively on the fact that Article 36 of the EC Treaty
permitted restrictions on the free movement of goods
within the Common Market only ‘where such [restric-
tions] are justified for the purpose of safeguarding
rights which constitute the specific subject-matter of
this property. In relation to trade marks, the specific
subject-matter of the industrial property is the guaran-
tee that the owner of the trade mark has the exclusive
right to use that trade mark for the purpose of putting
products protected by the trade mark into circulation
for the first time, and is therefore intended to protect
him against competitors wishing to take advantage of
the status and reputation of the trade mark by selling
products illegally bearing that trade mark’. (46) As the
result of this evaluation, the Court thus held that invo-
cation of the right of exclusivity, in the case of parallel
imports within the Community by independent third
parties, for the purpose of safeguarding the rights form-
ing the specific subject-matter of the rights deriving
from the trade mark is not covered in so far as the
product in question ‘has been put onto the market in a
legal manner’, in the Member State from which it has
been imported, ‘by the trade mark owner himself or
with his consent’, (47) since there can then be no ques-
tion of abuse or infringement of the right conferred by
the trade mark.

83. In the case of parallel imports from non-member
countries, however, it is necessary to examine whether
these considerations are directly transposable for the
purpose of interpreting Article 7(1) of the Trade Marks
Directive in so far as parallel imports from non-
member countries do not affect the free movement of
goods. (48) It has already been pointed out (49) that
Article 7(1) of the Trade Marks Directive - and thus the
principle of Community-wide exhaustion - is to be ap-
plied for this assessment since the full harmonisation of
the laws of the Member States achieved at Community
level produces effects on external trade relations. How-
ever, to the extent to which it is argued that Article 7 of
the Trade Marks Directive is to be interpreted like Arti-
cle 30 EC also in regard to parallel imports from non-
member countries, on the ground that ‘according to the
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Court's case-law, Article 7 of the Directive, like Article
36 of the Treaty, is intended to reconcile the fundamen-
tal interest in protecting trade mark rights with the
fundamental interest in the free movement of goods
within the common market’, (50) this falls short of the
mark, since Article 7 cannot, in the case of parallel im-
ports from non-member countries, have as its purpose
to bring the requirements of trade mark protection into
harmony with those of the free movement of goods in
the Common Market, which in this regard is unaf-
fected.

84. Indiscriminate application of Article 7(1) of the
Trade Marks Directive to trade within the Community,
on the one hand, and to trade from non-member coun-
tries, on the other, would fail to take account of the
differences in the respective initial positions: in the
case of parallel imports within the Community, transfer
of the power of disposal over the trade-marked goods
coincides with the placing of those goods on the market
within the EEA, whereas these do not coincide in the
case of parallel imports into the Community from non-
member countries. This necessarily gives rise to differ-
ent possibilities in regard to control over distribution,
of which appropriate account must be taken when bal-
ancing the requirements of trade mark protection
against the interests of free-flowing trade.

85. It follows that, even though the Court's case-law on
the compatibility of the exercise of rights over intangi-
ble property with the basic freedoms is not directly
transposable to the present cases, regard must be had to
the evaluations forming the basis of that case-law. At
this juncture, however, it must be stated that it is not
the starting point in the evaluation - the specific sub-
ject-matter of the rights conferred by the trade mark -
but rather the counterbalanced interests that depend on
the place in which the goods were first placed on the
market.

86. In regard to the specific subject-matter of the right
deriving from a trade mark, Advocate General Jacobs
stated as follows in his Opinion in Bristol-Myers
Squibb and Others: (51)

‘All advanced legal systems grant traders the right to
use certain distinctive signs and symbols in relation to
their goods. They do so (a) in order to enable traders to
protect the reputation of their goods and prevent the
theft of their goodwill by unscrupulous competitors
who might otherwise be tempted to pass their own
goods off as those of another trader with an established
reputation and (b) in order to enable consumers to
make informed purchasing choices on the basis of the
assumption that goods sold under the same name will
emanate from the same source and will, in normal cir-
cumstances, be of uniform quality. Thus trade mark law
seeks to protect the interests, not only of the trade mark
proprietor, but also of the consumer. In so far as the
trade mark protects the interests of its proprietor by
enabling him to prevent competitors from taking unfair
advantage of his commercial reputation, the exclusive
rights conferred on the proprietor are said, in the lan-
guage of the Court's case-law, to constitute the specific
subject-matter of the trade mark. In so far as the trade

mark protects the interests of consumers by acting as a
guarantee that all goods bearing the mark are of the
same commercial origin, that is known, in the Court's
terminology, as the essential function of the trade mark.
Those two aspects of trade mark protection are of
course two sides of the same coin’.

In the case of parallel imports of trade-marked products
which have not been altered, what is in issue is not the
origin of the products - in the present cases the genu-
ineness of the goods involved was not in dispute - but
rather the possibility reserved to the trade mark proprie-
tor to exercise his exclusive rights within the EEA.

87. Thus, according to the cited (52) case-law on trade
within the Community, invocation of the right con-
ferred by a trade mark will be acceptable in the light of
Article 30 EC only if the trade mark proprietor thereby
seeks to safeguard the exclusive rights flowing from the
trade mark. Those exclusive rights, however, also in-
clude the right ‘to determine freely the conditions under
which he markets his products’. (53) Consent under Ar-
ticle 7(1) of the Trade Marks Directive thus relates to
this exclusive right of maximum control over market-
ing: invocation of the right conferred by a trade mark in
order to counter parallel imports will be acceptable
only if the trade mark proprietor has not yet exercised
his exclusive right to control marketing of the goods
within the EEA, or has been unable to exercise that
right. According to the evaluation forming the basis of
Article 7(1) of the Trade Marks Directive, the trade
mark proprietor's rights would, in contrast, be ex-
hausted in the case of parallel imports from non-
member countries if he was able, or could have been
able, to control the distribution of the goods in question
within the EEA.

88. It is thus necessary to examine more closely the cri-
terion of control over distribution. In its judgment in
the IHT Internationale Heiztechnik case, the Court
ruled as follows with regard to trade within the Com-
munity:

“This principle, known as the exhaustion of rights, ap-
plies where the owner of the trade mark in the
importing State and the owner of the trade mark in the
exporting State are the same or where, even if they are
separate persons, they are economically linked. A
number of situations are covered: products put into cir-
culation by the same undertaking, by a licensee, by a
parent company, by a subsidiary of the same group, or
by an exclusive distributor.” (54)

89. The principle of exhaustion of rights - as a restric-
tion on the rights deriving from a trade mark - must
therefore be narrowly construed and consent for the
purpose of exhaustion of the trade mark rights in trade
within the Community must be presumed if the trade
mark proprietor and the person marketing the products
bearing the trade mark (55) are economically linked.
That criterion, however, appears to be very general and
could even be construed as covering the relationship
between the trade mark proprietor and the person ac-
quiring the trade-marked products. In regard to parallel
imports from non-member countries, it thus also ap-
pears to be of limited assistance inasmuch as marketing
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within the EEA in such cases normally occurs only at a
late point in time in the distribution chain by way of an
independent third party. However, it might well be in-
sufficient to reject the possibility in principle of
exhaustion of the trade mark right solely by reference
to the - possible - independence of the parallel im-
porter.

90. In the Sebago judgment, (56) in contrast, the Court
focused conclusively on the possibility for the trade
mark proprietor ‘to control the initial marketing in the
Community (in the EEA since the EEA Agreement en-
tered into force) of goods bearing the mark’. The
Commission points out in this regard that this does not
cover marketing by a parent company or subsidiary
and, with regard to marketing by a licensee, is unclear
in so far as the trade mark proprietor does not directly
control the marketing by the licensee.

91. Consonant with the meaning and purpose of the
concept of consent as outlined above, it must be as-
sumed that both the aspect of economic linkage and
that of control ultimately relate only to one and the
same criterion, namely that of control over the initial
distribution within the EEA. With regard to the control
forming the basis of the judgment in Sebago, this is not
a direct control but relates rather to the possibility of
determining, enforcing or monitoring the distribution
chain. Construed thus, the criterium of control very
likely covers marketing by an undertaking itself and
marketing via licensees.

92. At this point it ought to be noted, pursuant to the
judgment in Merck and Beecham, (57) that it is not
the actual exercise of the right that is determinant, but
the mere possibility that it may be exercised, since oth-
erwise the trade mark proprietor could also invoke his
rights after the products have been marketed for the
first time within the EEA, if, for instance, the products
are imported via a Member State in which there is no
trade mark protection.

93. Consent to placing goods on the market cannot
therefore be assumed in so far as the trade mark pro-
prietor has not had any opportunity to control the initial
marketing within the EEA of the products bearing the
trade mark. (58)

94. The question whether the situations mentioned in
the IHT Internationale Heiztechnik judgment are to be
treated as exhaustive, with the result that a presumption
of exhaustion would be excluded in other cases, need
not here be addressed, in view of what the Commission
has rightly referred to as the abundance of differing
situations which may arise.

95. Having regard to the differing initial positions,
transposition of the principle from the IHT Internation-
ale Heiztechnik judgment to cases of parallel imports
from non-member countries appears problematic to the
extent to which it here happens (59) that the actual first
marketing of the goods in question does not coincide
with their initial marketing in the EEA. In such cases
the parallel importer will normally have no connection
whatever with the trade mark proprietor. From that,
however, it does not necessarily follow that exhaustion
of the rights deriving from the trade mark must always

be excluded in the case of parallel imports from non-
member countries, in so far as the trade mark proprietor
did not yet have an opportunity in these cases, or could
not have had an opportunity, to invoke his exclusive
rights within the EEA. It corresponds much more to the
meaning and purpose of the exhaustion principle to
balance the requirements of free movement against the
need to protect the trade mark and in so doing to exam-
ine whether the trade mark proprietor's conduct, under
all the circumstances of the individual case, could not
justify any increased grounds for subsequent purchasers
to believe that he had waived exercise of his trade mark
rights on the occasion on which the products were first
marketed within the EEA.

96. That said, it still remains to consider the fundamen-
tal decision in Articles 5 and 7 of the Trade Marks
Directive, based on grounds of juridical policy, under
which the trade mark proprietor may in principle, in the
event of parallel imports from non-member countries,
invoke his trade mark rights when the goods in ques-
tion are first placed on the market within the EEA,
irrespective of whether those goods were brought into
circulation in non-member countries by him or with his
consent, in so far as he did not control, or could not
have controlled, the initial distribution within the EEA.
97. Consideration must also be paid to the balancing of
interests, which forms the basis of the exhaustion prin-
ciple, under which, regard being had to the interests of
free movement, the right conferred by a trade mark
may not be exercised to a degree going beyond what is
necessary to safeguard the rights which form the spe-
cific subject-matter of the right conferred by the trade
mark.

98. Should the trade mark proprietor lose the power to
dispose of the goods in question before they are first
marketed in the EEA, as in the case of parallel imports
from non-member countries, he may possibly attempt
to control the distribution of his products at the time
when they are actually first placed on the market,
whether by agreeing on sales bans, territorial restric-
tions on the purchaser's rights of disposal, export bans,
and so on. Depending on the form of these measures of
distribution policy taken by the trade mark proprietor,
they may, however, give rise to legitimate expectations
on the part of the other contracting parties which merit
protection. Such reliance on the legal transaction would
have to be taken into account in the necessary balanc-
ing between the demands of trade mark protection and
the interests of free movement, so that, although in
such cases invocation of the trade mark rights must in
principle be granted in accordance with the principle of
Community-wide exhaustion of rights, the trade mark
proprietor may not act at variance with his own conduct
when the products were actually first placed on the
market.

99. In the case of parallel imports from non-member
countries, the trade mark proprietor's consent to placing
the products in issue on the market in the EEA there-
fore consists of the waiver of his exclusive right to
control distribution within the EEA. It is a matter for
the national court, having regard to the abovementioned
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aspects of Community law, to examine whether the
trade mark proprietor's conduct can, in the light of all
circumstances of the individual case, be construed as
constituting a waiver of this kind.

100. The result of such an examination would, how-
ever, require to be brought into line with the principle
of Community-wide exhaustion of rights under Article
7(1) of the Trade Marks Directive to the extent to
which it may not be made practically impossible for the
trade mark proprietor, through the adoption of an ab-
normally low standard in regard to acceptance of
waiver, to rely on his exclusive right when the goods
are first placed on the market in the Community or the
EEA. In that regard, it also appears necessary to exam-
ine so-called ‘presumptions of consent’.

B - The interpretation of Article 7(2) of the Trade
Marks Directive

101. The Court is being asked in Case C-414/99 also to
state its views on the interpretation of Article 7(2) of
the Trade Marks Directive. In the event that Davidoff
must be treated as if its rights were exhausted under
Article 7(1) of the Trade Marks Directive, the question
arises as to whether it may be justified in pleading le-
gitimate reasons under Article 7(2), particularly in view
of the removal of the batch code numbers - ostensibly
provided for under the cosmetics directive -, in order to
be able to oppose parallel imports from non-member
countries.

102. In view of the proposed interpretation of the con-
cept of consent under Article 7(1) of the Trade Marks
Directive, comments on the questions concerning Arti-
cle 7(2) are by way of alternative submission. That
notwithstanding, the Commission's argument on the
relevance of Article 7(2) in particular seems to merit
discussion because it touches on a fundamental sche-
matic question.

103. In the Commission's view, Article 7(2) of the
Trade Marks Directive is not applicable to the facts of
the national proceedings in that there would be no “fur-
ther commercialisation’ within the meaning of that
provision to the extent to which the trade mark proprie-
tor is treated as having consented to the marketing of
the goods in question in the EEA. Article 7(2) cannot, it
contends, be used to oppose the initial placing of goods
on the market in the EEA.

104. 1t must be noted in this connection that the placing
of goods on the market within the meaning of Article
7(1) - regardless of the issue of consent - does not re-
late to sale to the end user but to the transfer of the
immediate power to dispose of the products concerned.
In the case of parallel imports from non-member coun-
tries it is necessary, on the one hand, to examine
whether the trade mark proprietor has consented to the
importation of the products into the EEA; if he has, it
will, however, also be necessary, on the other hand, to
examine whether he can, on the basis of Article 7(2),
oppose further commercialisation of the products
within the EEA - in general this will concern the sale to
end users. In so far as the Commission states merely
that “further commercialisation’ within the meaning of
Article 7(2) necessarily relates to a transaction after the

goods have been placed on the market with the consent
of the trade mark proprietor, it does not explain that Ar-
ticle 7(2) would in principle not be applicable to cases
such as those here in issue.

105. Considered in this light, it may well be necessary
to examine the interpretation of the term ‘legitimate
reasons’. It can be deduced from the scheme and pur-
pose of the provision that Article 7(2) is linked to the
assessment outlined above. (60) In so far as the trade-
marked products have been placed in circulation in the
EEA by the trade mark proprietor or with his consent,
the trade mark proprietor will be in a position to oppose
use of the trade mark under Article 7(2) only if further
commercialisation would affect the essential function
of the trade mark in a way which the trade mark pro-
prietor could not be expected to tolerate.

106. Davidoff has not argued in the national proceed-
ings that the marketing of the products in question by
an unauthorised importer would involve damage to the
reputation of its trade marks. It pleaded that the reputa-
tion of its trade marks is damaged through the removal
of batch code numbers.

107. In such circumstances, therefore, the parallel im-
porter's interest in distribution which is as free as
possible - with the ‘leaky’ position in the distribution
chain remaining secret to the maximum degree - stands
in opposition to the trade mark proprietor's interest in
safeguarding the rights which form the specific subject-
matter of the trade mark: for the purpose of balancing
these interests, account has to be taken of the essential
function of the trade mark, namely to guarantee to the
consumer or end user the identity of origin of the goods
bearing it, by enabling that consumer or end user, with-
out any danger of confusion, to distinguish those goods
from others of different origin. This guarantee of origin
means that the consumer or end user can be certain that
a trade-marked product offered to him has not been
subject at a previous stage of marketing to interference
by a third party, without the authorisation of the trade
mark proprietor, in such a way as to affect the original
condition of the product. (61)

108. The referring court essentially submits three ques-
tions regarding legitimate reasons within the meaning
of Article 7(2) of the Trade Marks Directive: the first
two concern the reputation of the trade mark, while the
third asks whether and under what circumstances the
removal or obliteration of a batch code number ostensi-
bly affixed pursuant to a statutory obligation can be
treated as a legitimate reason.

1. Damage to the reputation of the trade mark

109. In its judgment in Parfums Christian Dior (62)
the Court held that ‘the damage done to the reputation
of a trade mark may, in principle, be a legitimate rea-
son, within the meaning of Article 7(2) of the
Directive, allowing the proprietor to oppose further
commercialisation of goods which have been put on the
market in the Community by him or with his consent.
According to the case-law of the Court concerning the
repackaging of trade-marked goods, the owner of a
trade mark has a legitimate interest, related to the spe-
cific subject-matter of the trade mark right, in being
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able to oppose the commercialisation of those goods if
the presentation of the repackaged goods is liable to
damage the reputation of the trade mark ... As regards
the instant case, which concerns prestigious, luxury
goods, the reseller must not act unfairly in relation to
the legitimate interests of the trade mark owner. He
must therefore endeavour to prevent his advertising
from affecting the value of the trade mark by detracting
from the allure and prestigious image of the goods in
question and from their aura of luxury’. (63)

110. The judgment in Parfums Christian Dior con-
cerned the use of a trade mark for advertising purposes.
In Bristol-Myers Squibb and Others, (64) the Court
followed the same line of reasoning in regard to the re-
packaging of products for purposes of sale:

‘Even if the person who carried out the repackaging is
indicated on the packaging of the product, there re-
mains the possibility that the reputation of the trade
mark, and thus of its owner, may nevertheless suffer
from an inappropriate presentation of the repackaged
product. In such a case, the trade mark owner has a le-
gitimate interest, related to the specific subject-matter
of the trade mark right, in being able to oppose the
marketing of the product. In assessing whether the
presentation of the repackaged product is liable to dam-
age the reputation of the trade mark, account must be
taken of the nature of the product and the market for
which it is intended.’

111. It may further be inferred from the judgment in
Parfums_Christian Dior that damage to reputation
will be treated as a legitimate reason only if it is seri-
ous. (65)

112. Serious damage to the reputation of a trade mark
is thus recognised in the Court's case-law as constitut-
ing a legitimate reason for the purposes of Article 7(2).
2. Removal or obliteration of batch code numbers
113. The essential question here is whether Article 7(2)
of the Trade Marks Directive covers removal or oblit-
eration of batch code numbers, which, it would appear,
must be affixed pursuant to the provisions implement-
ing Directive 76/768/EEC on pain of criminal
proceedings.

114. The Court has already had the opportunity to set
out its views on a similar issue in the Loendersloot
judgment. In comparable fashion to the national pro-
ceedings here in Case C-414/99, the trade mark
proprietor in Loendersloot invoked a labelling obliga-
tion under Community law, whereas the parallel
importer stressed the need to remove or obliterate the
identification numbers in order to carry out the parallel
imports. The Court commented as follows on those is-
sues: (66)

‘It must also be acknowledged, however, that for the
producers application of identification numbers may be
necessary to comply with a legal obligation, in particu-
lar under Council Directive 89/396/EEC of 14 June
1989 on indications or marks identifying the lot to
which a foodstuff belongs (OJ 1989 L 186, p. 21), or to
realise other important objectives which are legitimate
from the point of view of Community law, such as the

recall of faulty products and measures to combat coun-
terfeiting.

... where identification numbers have been applied for
[specified] purposes ..., the fact that an owner of trade
mark rights makes use of those rights to prevent a third
party from removing and then reaffixing or replacing
labels bearing his trade mark in order to eliminate those
numbers does not contribute to artificial partitioning of
the markets between Member States. In such situations
there is no reason to limit the rights which the trade
mark owner may rely on under Article 36 of the
Treaty.’

115. Here also transposition of the assessment would
appear to merit discussion since the legal framework in
the present cases is to be sought in Article 7 of the
Trade Marks Directive and not in Article 36 of the EC
Treaty (now, after amendment, Article 30 EC). The
Commission does not regard this as being an obstacle
and refers in this connection to the established case-law
of the Court which has already been discussed. (67)
However, in so far as that case-law focuses on the re-
striction of trade between the Member States and on the
intention artificially to partition markets, a direct appli-
cation of the points there held to be conclusive to the
circumstances obtaining in the present proceedings
would not appear to be possible.

116. In accordance with the relationship outlined be-
tween the free movement of goods and the exercise of
the rights deriving from the trade mark, (68) the exer-
cise of these latter rights under Article 7(2) in the
context of trade within the Community is understood as
an exception to the free movement of goods which is
permissible only so long as it is justified for the safe-
guarding of rights constituting the specific subject-
matter of the right conferred by the trade mark. To that
extent the national court is also required to examine
whether the exercise of the right conferred by the trade
mark pursues a justified objective with proportionate
means.

117. This argument appears to be transposable to paral-
lel imports of branded goods from non-member
countries. In the conflict between the rights of the trade
mark proprietor and the interest of the person purchas-
ing the products, exercise of the trade mark rights
would appear to be justified only if it is necessary in
order to safeguard the rights which form the specific
subject-matter of the right conferred by the trade mark.
Consequently, it would also be necessary in the present
case, in accordance with the evaluation carried out in
the Loendersloot judgment, to examine how far re-
moval or obliteration of the batch code numbers affects
the guarantee of origin, impacts adversely on the origi-
nal condition of the products concerned, and damages
the reputation of the trade mark. As the case-law stands
at present, there must in these cases be a corresponding
degree of seriousness. (69) Examination as to whether
these conditions have been satisfied in an individual
case is, however, a matter for national courts.

118. Finally, a question arises as to how the removal or
obliteration of the batch code numbers is to be assessed
in isolation. So far as can be ascertained, these numbers
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must be affixed in order to ensure compliance with a
statutory obligation deriving from a directive, and the
removal or obliteration of these numbers was not ac-
companied by any further measure, such as, for
instance, relabelling or repackaging.

119. In his Opinion in Loendersloot, Advocate General
Jacobs noted: (70) ‘It is clear that the removal of such
identification numbers cannot be resisted by virtue of
trade-mark rights taken alone.” The Court, however,
focused conclusively on the fact that the affixing of an
identification number in compliance with a statutory
obligation or pursuant to some other - from the Com-
munity-law perspective - legitimate objective cannot
constitute an artificial partitioning of the markets be-
tween Member States.

120. Since in the present case the last-mentioned factor
cannot play any role, the removal or obliteration of
batch code numbers affixed in compliance with a statu-
tory obligation may be of relevance for purposes of
trade mark rights only if it would have a disproportion-
ately adverse effect on the specific subject-matter of the
trade mark right.

121. As the Commission has correctly pointed out,
there is none the less an unmistakable connection be-
tween the reputation of a trade mark meriting
protection and a recall of potentially defective or sub-
standard products which is facilitated by the obligation
to affix batch code numbers. In the interests of the good
reputation of the trade-marked products, the trade mark
proprietor has a legitimate interest in being able to re-
move such products from circulation. Consequently, it
would also be necessary in the national proceedings to
examine whether the damage to the reputation of the
trade mark is rendered - sufficiently - serious by the
removal or obliteration of the prescribed batch code
numbers. An infringement of the cosmetics directive
(71) would be relevant in the context of trade mark
rights only under this aspect.

122. It must remain open whether the legitimate rea-
sons which would justify a trade mark proprietor in
opposing further commercialisation within the EEA of
products bearing the trade mark may include third-
party removal or obliteration (in whole or in part) of
marks identifying the products only because this consti-
tutes a criminal offence. So far as can be ascertained,
the order for reference does not indicate whether the
trade mark proprietor would incur criminal liability if
the identifying mark prescribed by the cosmetics direc-
tive were absent and he had not himself brought the
trade-marked products into circulation within the EEA.
IV - Conclusion

123. On the basis of the foregoing considerations, |
propose that the Court reply as follows to the questions
submitted for preliminary ruling:

In Cases C-414/99, C-415/99 and C-416/99

(1)  The consent of a trade mark proprietor to the
placing on the market of products bearing the trade
mark within the meaning of Article 7(1) of the Trade
Marks Directive relates to the possibility of the trade
mark proprietor's exercising control over the first in-

stance in which those products are placed on the market
or distributed within the EEA.

(2) If the first instance in which the products bearing
the trade mark are placed on the market and their initial
distribution within the EEA do not coincide, the trade
mark proprietor may, when those products are first
placed on the market, control their initial distribution
within the EEA by waiving his exclusive right to con-
trol distribution.

(3) It is for the national court, in compliance with the
provisos of Community law and having regard to all
the circumstances of the individual case, to determine
whether, when the products concerned were in fact first
placed on the market, the trade mark proprietor had
waived his exclusive right to control distribution within
the EEA. In this regard, Article 7(1) of the Trade Marks
Directive in principle precludes a national rule which
constitutes a general presumption of waiver or is
equivalent to such a presumption;

and, alternatively, in Case C-414/99

(4) On a proper construction of Article 7(2) of the
Trade Marks Directive, the legitimate reasons which
justify a trade mark proprietor in opposing further
commercialisation of products bearing the trade mark
include any actions of third parties which seriously af-
fect the value, allure or image of the trade mark or the
products which bear that mark.

(5) On a proper construction of Article 7(2) of the
Trade Marks Directive, the legitimate reasons which
justify a trade mark proprietor in opposing further
commercialisation of products bearing the trade mark
do not include the actions of third parties or circum-
stances which do not affect the rights constituting the
specific subject-matter and essential function of the
rights conferred by the trade mark.
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