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Court of Justice EU, 12 September 2019, Koton v

STYLO
&
K$TSN

TRADE MARK LAW

Bad faith (article 52(1) under b) CTMR (former))
when

e one has the intention of undermining, in a
manner__inconsistent with honest practices, the
interests of third parties, or with the intention of
obtaining an exclusive right for purposes other than
those falling within the functions of a trade mark, in
particular the essential function of indicating origin
Consequently, the absolute ground for invalidity
referred to in Article 52(1)(b) of Regulation No
207/2009 applies where it is apparent from relevant and
consistent indicia that the proprietor of an EU trade
mark has filed the application for registration of that
mark not with the aim of engaging fairly in competition
but with the intention of undermining, in a manner
inconsistent with honest practices, the interests of third
parties, or with the intention of obtaining, without even
targeting a specific third party, an exclusive right for
purposes other than those falling within the functions of
a trade mark, in particular the essential function of
indicating origin recalled in the previous paragraph of
this judgment.

No requirement that earlier trade mark is
registered for the same of similar goods or services

e In that regard, the absolute ground for invalidity
referred to in Article 52(1)(b) of Regulation No
207/2009 is fundamentally different from the
relative ground for invalidity referred to in Article
53(1)(a) of that requlation,

since the latter provision presupposes the existence of
an earlier trade mark referred to in Article 8(2) of that
regulation as well as the existence of a likelihood of
confusion, within the meaning of Article 8(1)(b) of that
regulation, unless that earlier mark has a reputation
within the meaning of Article 8(5) of that regulation or
unless Article 8(1)(a) thereof applies. As the Advocate
General observed in point 27 of her Opinion, in the
case of an application for a declaration of invalidity
based on Article 52(1)(b) of Regulation No 207/2009,
there is no requirement whatsoever that the applicant
for that declaration be the proprietor of an earlier mark
for identical or similar goods or services.

Where at the time of application for the contested
mark, third party was using, in at least one
Member State, a sign identical with, or similar to
that mark, the existence of a likelihood of confusion
does not have to be established

e It should be added that, in cases where it
transpires that, at the time of the application for the
contested mark, a third party was using, in at least
one Member State, a sign identical with, or similar
to, that mark, the existence of a likelihood of
confusion on the part of the public need not
necessarily be established in_order for Article
52(1)(b) of Regulation No 207/2009 to apply.

The existence of a likelihood of confusion is only one
relevant factor among other for the existence of bad
faith

It is to be inferred from the interpretation provided by
the Court in paragraph 53 of the judgment of 11 June

2009, Chocoladefabriken Lindt & Springli (C-

529/07, EU:C:2009:361), merely that, where it is
established that use by a third party of an identical or
similar sign for identical or similar goods or services
existed and was capable of causing confusion, it is
necessary to examine, in the context of the overall
assessment of the relevant circumstances of the
particular case, whether the applicant for the contested
mark had knowledge of this.

e That factor is, however, only one relevant factor
among others to be taken into consideration.

Where there is an absence of any likelihood of
confusion or similarity, other factual circumstances
can constitute indicia establishing the bad faith of
the applicant

e For the reasons set out in paragraphs 52 to 55 of
this judgment, it must be held that, in the absence of
any likelihood of confusion between the sign used by a
third party and the contested mark, or if there has been
no use, by a third party, of a sign identical with, or
similar to, the contested mark, other factual
circumstances may, depending on the circumstances,
constitute relevant and consistent indicia establishing
the bad faith of the applicant.

Source: curia.eu ropa.eu
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APPEAL under Article 56 of the Statute of the Court of
Justice of the European Union, brought on

13 February 2018,

Koton Magazacilik Tekstil Sanayi ve Ticaret AS,
established in Istanbul (Turkey), represented by

J. Guell Serra and E. Stoyanov Edissonov, abogados,
appellant,

the other parties to the proceedings being:

European Union Intellectual Property Office (EUIPO),
represented by J. Crespo Carrillo, acting as

Agent,

defendant at first instance,

Joaquin Nadal Esteban, residing in Alcobendas (Spain),
represented by J.L. Donoso Romero, abogado,
intervener at first instance,

THE COURT (Fifth Chamber), composed of E. Regan,
President of the Chamber, C. Lycourgos, E. Juhész, M.
Ilesi¢ (Rapporteur) and 1. Jarukaitis, Judges,

Advocate General: J. Kokott,

Registrar: L. Hewlett, Principal Administrator,

having regard to the written procedure and further to
the hearing on 6 December 2018, after hearing the
Opinion of the Advocate General at the sitting on 4
April 2019,

gives the following

Judgment

1. By its appeal, Koton Magazacilik Tekstil Sanayi ve
Ticaret AS seeks the setting aside of the judgment of
the General Court of the European Union of 30
November 2017, Koton Magazacilik Tekstil Sanayi ve
Ticaret v EUIPO — Nadal Esteban (STYLO &

KOTON) (T-687/16, not published, ‘the judgment

under appeal’, EU:T:2017:853), whereby that court
dismissed its action seeking annulment of the decision
of the Second Board of Appeal of the European Union
Intellectual Property Office (EUIPO) of 14 June 2016
(Case R 1779/2015-2), relating to invalidity
proceedings between Koton Magazacilik Tekstil Sanayi
ve Ticaret AS and Mr Joaquin Nadal Esteban (‘the
decision at issue’).

Legal context

2. Council Regulation (EC) No 207/2009 of 26
February 2009 on the [European Union] trade mark (OJ
2009 L 78, p. 1), which had repealed and replaced
Council Regulation (EC) No 40/94 of 20 December
1993 on the Community trade mark (OJ 1994 L 11, p.
1), was amended by Regulation (EU) 2015/2424 of the
European Parliament and of the Council of 16
December 2015 (OJ 2015 L 341, p. 21), which entered
into force on 23 March 2016. It was subsequently
repealed and replaced, with effect from 1 October
2017, by Regulation (EU) 2017/1001 of the European
Parliament and of the Council of 14 June 2017 on the
European Union trade mark (OJ 2017 L 154, p. 1).

3. In the present case, since the application for
registration of the contested mark occurred before 23
March 2016, as did, moreover, the registration decision
and the application for a declaration of invalidity, the
present dispute must be examined in the light of
Regulation No 207/2009 in its original version.

4. Article 7 of that regulation, entitled ‘Absolute
grounds for refusal’, provided that signs vitiated by
certain defects, such as a purely descriptive nature or a
lack of distinctive character, could not be registered as
European Union trade marks.

5 Article 8 of that regulation, entitled ‘Relative grounds
for refusal’, was worded as follows:

1. Upon opposition by the proprietor of an earlier
trade mark, the trade mark applied for shall not be
registered:

(a) if it is identical with the earlier trade mark and the
goods or services for which registration is applied for
are identical with the goods or services for which the
earlier trade mark is protected;

(b) if because of its identity with, or similarity to, the
earlier trade mark and the identity or similarity of the
goods or services covered by the trade marks there
exists a likelihood of confusion on the part of the public
in the territory in which the earlier trade mark is
protected; the likelihood of confusion includes the
likelihood of association with the earlier trade mark.

2. For the purposes of paragraph 1, “earlier trade
marks ” means:

(a) trade marks of the following kinds with a date of
application for registration which is earlier than the
date of application for registration of the [European
Union] trade mark, taking account, where appropriate,
of the priorities claimed in respect of those trade
marks:

(i) [European Union] trade marks;

(ii) trade marks registered in a Member State ...;

(iii) trade marks registered under international
arrangements which have effect in a Member State;

(iv) trade marks registered under international
arrangements which have effect in the [European
Union];

5. Furthermore, upon opposition by the proprietor of
an earlier trade mark within the meaning of paragraph
2, the trade mark applied for shall not be registered
where it is identical with, or similar to, the earlier
trade mark and is to be registered for goods or services
which are not similar to those for which the earlier
trade mark is registered, where, in the case of an
earlier [European Union] trade mark, the trade mark
has a reputation in the [European Union] and, in the
case of an earlier national trade mark, the trade mark
has a reputation in the Member State concerned and
where the use without due cause of the trade mark
applied for would take unfair advantage of, or be
detrimental to, the distinctive character or the repute of
the earlier trade mark.’

6. Article 52 of Regulation No 207/2009, entitled
‘Absolute grounds for invalidity ’, stated:

‘1. A [European Union] trade mark shall be declared
invalid on application to the Office or on the basis of a
counterclaim in infringement proceedings:

(a) where the [European Union] trade mark has been
registered contrary to the provisions of Article 7;

(b) where the applicant was acting in bad faith when he
filed the application for the trade mark.’
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3. Where the ground for invalidity exists in respect of
only some of the goods or services for which the
[European Union] trade mark is registered, the trade
mark shall be declared invalid as regards those goods
or services only.’

7. Article 53 of that regulation, entitled ‘Relative
grounds for invalidity’, provided, in paragraph 1:

‘A [European Union] trade mark shall be declared
invalid on application to the Office or on the basis of a
counterclaim in infringement proceedings:

(a) where there is an earlier trade mark as referred to
in Article 8(2) and the conditions set out in paragraph
1 or paragraph 5 of that Article are fulfilled;

8. The content of Articles 7, 8, 52 and 53 of Regulation
No 207/2009, which corresponded to that of Articles 7,
8, 51 and 52 of Regulation No 40/94, was reproduced
in Articles 7, 8, 59 and 60 of Regulation 2017/1001.

9. Under Article 71(1) of Regulation 2017/1001:
‘Following the examination as to the allowability of the
appeal, the Board of Appeal shall decide on the appeal.
The Board of Appeal may either exercise any power
within the competence of the department which was
responsible for the decision appealed or remit the case
to that department for further prosecution.’

10. Article 72 of that regulation provides:

1. Actions may be brought before the General Court
against decisions of the Boards of Appeal in relation to
appeals.

3. The General Court shall have jurisdiction to annul
or to alter the contested decision.

6. The Office shall take the necessary measures to
comply with the judgment of the General Court or, in
the event of an appeal against that judgment, the Court
of Justice.’

Background to the dispute and the decision at issue
11. On 25 April 2011, Mr Nadal Esteban (‘the
intervener’) filed an application with EUIPO for
registration of the following sign as a European Union
trade mark:

STYLO
&
K$TSN

12. That registration was sought in respect of goods and
services in Classes 25, 35 and 39 of the Nice
Agreement concerning the international classification
of goods and services for the purposes of the
registration of marks of 15 June 1957, as revised and
amended (‘the Nice Agreement’). Those goods and
services corresponded to the following description:

— Class 25: ‘Clothing, footwear, headgear ’;

— Class 35: ‘Advertising; business management;
business administration; office functions’;

— Class 39: ‘Transport; packaging and storage of
goods; travel arrangement’.

13 On 26 August 2011, the appellant, an undertaking
which produces and offers for sale clothing, footwear
and accessories, filed a notice of opposition, relying on
the following earlier marks:

— the trade mark registered in Malta in respect of goods
and services in Classes 25 and 35 of the Nice
Agreement, reproduced below:

KSTON

— the trade mark, for goods and services in Classes 18,
25 and 35 of the Nice Agreement, registered under
international arrangements with effect in several
Member States of the European Union, reproduced
below:

KOTON

14. The ground relied on in support of the opposition
was that set out in Article 8(1)(b) of Regulation No
207/2009.

15. By decision of 31 October 2013, EUIPO upheld the
opposition solely to the extent that the opposition
related to the goods and services in Classes 25 and 35
of the Nice Agreement. However, it rejected the
opposition in relation to the services of Class 39 of that
agreement.

16. On 23 June 2014, that decision was confirmed by
the Fourth Board of Appeal of EUIPO.

17. On 5 November 2014, the mark applied for was
registered by EUIPO for the services in Class 39 which
are referred to in paragraph 12 of this judgment.

18. On 5 December 2014, the appellant filed an
application for a declaration that that mark was invalid
on the basis of Article 52(1)(b) of Regulation No
207/2009.
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19. By decision of 25 August 2015, the Cancellation
Division of EUIPO rejected the application for a
declaration of invalidity. It found that it had not been
proved that the intervener had acted in bad faith.

20. On 4 September 2015, the appellant filed an appeal
against that decision.

21. By the decision at issue, the Second Board of
Appeal of EUIPO dismissed that appeal. It took the
view that, notwithstanding the similarity of the signs at
issue and the fact that the intervener had knowledge of
the appellant’s earlier marks, there could be no bad
faith within the meaning of Article 52(1)(b) of
Regulation No 207/2009, since there was neither
identity nor similarity between the goods or services in
respect of which the earlier marks had been registered,
on the one hand, and the services in Class 39 of the
Nice Agreement in respect of which the contested mark
had been registered, on the other hand. Since the scope
of the protection conferred on the appellant by the
earlier marks and that of the protection conferred on the
intervener by the contested mark is different, that
Article 52(1)(b) could not apply, according to the
Board of Appeal.

The action before the General Court and the
judgment under appeal

22. By application lodged at the Registry of the General
Court on 23 September 2016, the appellant sought the
annulment of the decision at issue and that EUIPO be
ordered to declare the registration of the contested mark
invalid.

23. In support of its action, the appellant raised a single
plea in law, alleging infringement of Article 52(1)(b) of
Regulation No 207/2009. The appellant claimed that
the Board of Appeal had been wrong to find that the
goods or services covered by the marks at issue were
required to be identical or similar for the purposes of
applying that provision.

24. The General Court dismissed that action.

25. After recalling, in paragraphs 30 and 31 of the
judgment under appeal, the Court’s interpretation of
Article 51(1)(b) of Regulation No 40/94 in its judgment
of 11 June 2009, Chocoladefabriken Lindt &

Sprungli (C-529/07, EU:C:2009:361), the General

Court observed, in paragraph 32 of the judgment under
appeal, that the relevant factors mentioned by the Court
of Justice in that judgment are only examples of factors
which can be taken into account in order to decide
whether the applicant for an EU trade mark may be
acting in bad faith. In that regard, the General Court
held that ‘account may also be taken of the commercial
logic underlying the filing of the application for
registration of the sign as an EU trade mark and the
chronology of events leading to that filing .

26. In paragraph 44 of the judgment under appeal, the
General Court found that the Board of Appeal had
merely ‘applied the case-law, in particular the
judgment of 11 June 2009, Chocoladefabriken Lindt &

Sprungli (C-529/07, EU:C:2009:361, paragraph 53),

according to which bad faith on the part of the
applicant for registration presupposes that a third

party is using an identical or similar sign for an
identical or similar product or service capable of being
confused with the sign for which registration is sought.’
27. According to the findings made by the General
Court in paragraphs 54 to 57 of the judgment under
appeal, the factual evidence adduced by the appellant,
such as the existence of an earlier business relationship
between the parties and the presence of the word and
figurative element ‘KOTON’ in the contested mark,
would show at most that the intervener had knowledge
of the earlier marks, but not that he had a dishonest
intention. The General Court inferred from this, in
paragraph 58 of that judgment, that the appellant had
not, ‘in any event, in any way shown that, on the date
on which the application for the EU trade mark was
filed, the intervener intended to prevent the [appellant]
from using the earlier marks’.

28. Lastly, in paragraph 60 of the judgment under
appeal, the General Court found that, by relying on the
fact that ‘the contested mark was registered for services
dissimilar to those designated by the earlier Maltese ...
marks ... and by the [earlier] international registration
..., thus precluding any likelihood of confusion between
the marks at issue’, the Board of Appeal had been fully
entitled to decide that the intervener’s bad faith had not
been established.

Forms of order sought by the parties

29. The appellant claims that the Court should:

— set aside the judgment under appeal;

—annul the decision at issue;

— declare the contested mark invalid, and

— order the intervener and EUIPO to pay the costs.

30. EUIPO contends that the Court should:

— grant the appeal, and

—order EUIPO and the intervener to pay the costs.

31. The intervener claims that the Court should:

— confirm the judgment under appeal, and

— order the appellant to pay the costs.

The appeal

32. In support of its appeal, the appellant relies on a
single ground of appeal, alleging infringement of
Article 52(1)(b) of Regulation No 207/2009.
Arguments of the parties

33. According to the appellant, the General Court erred
in law by finding, in particular in paragraphs 44 and 60
of the judgment under appeal, that the existence of bad
faith presupposes that the contested mark is registered
for goods or services identical with, or similar to, those
in respect of which an earlier mark is registered. Such a
requirement for the application of the absolute ground
for invalidity referred to in Article 52(1)(b) of
Regulation No 207/2009 stems neither from that
regulation nor from the case-law of the Court of
Justice.

34. According to the appellant, in ruling to that effect,
the General Court moreover contradicted paragraph 32
of the judgment under appeal, in which the General
Court observed that the factors listed by the Court of
Justice in the judgment of 11 June 2009,

Chocoladefabriken Lindt & Springli (C-529/07,
EU:C:2009:361), are only examples drawn from a
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number of factors which can be taken into account to
establish the bad faith of an applicant for registration.

35. For its part, EUIPO also contends that the Board of
Appeal and the General Court made the error of law of
which the appellant complains, since their approach
was based on a misunderstanding of the judgment of 11

June 2009, Chocoladefabriken Lindt & Spriingli (C-

529/07, EU:C:2009:361).

36. EUIPO observes that the relevant time for
determining whether there is bad faith on the part of an
applicant for registration is the time of filing the
application for the trade mark. The Board of Appeal
and the General Court thus incorrectly applied Article
52(1)(b) of Regulation No 207/2009 by focusing solely
on the services in Class 39 of the Nice Agreement, in
respect of which the contested mark was ultimately
registered. According to EUIPO, they should have
examined whether the intervener was acting in bad
faith at the time of filing his application, which related
to goods and services in Classes 25, 35 and 39 of the
Nice Agreement.

37. EUIPO adds that, if the Board of Appeal and the
General Court had properly taken into account the
relevant time referred to in Article 52(1)(b) of
Regulation No 207/2009, this would probably have
resulted in their finding that the intervener had acted in
bad faith by trying to appropriate the word and
figurative element ‘KOTON’ displayed on the earlier
marks. That finding would then have led to a
declaration that the contested mark is invalid in its
entirety, that is to say, for any goods and services.

38. According to EUIPO, to consider that the finding of
bad faith presupposes the existence of a likelihood of
confusion would moreover amount, as the appellant
argued before the General Court, to misconstruing the
difference between the absolute ground for invalidity
referred to in Article 52(1)(b) of Regulation No
207/2009 and the relative ground for invalidity referred
to in Article 53(1)(a) of that regulation.

39. The intervener disputes any bad faith on his part
and adds that the appellant has failed to prove the
contrary. The judgment under appeal is not therefore
vitiated by any unlawfulness. As regards the error of
law alleged by the appellant, the intervener observes
that it does not make sense to assess the existence of
bad faith in the absence of any likelihood of confusion.
40. The intervener states that he was never a distributor
of the appellant’s goods. He merely had a business
relationship with the appellant as a purchaser of the
goods, which he resold in Spain, of another trade mark
of the appellant. The appellant unilaterally terminated
that business relationship in 2006.

41. The intervener also states that, in 2004, he had
registered a word and figurative mark containing the
word ‘KOTON" in Spain for goods in Class 25 of the
Nice Agreement. Since that mark pre-dated the
international registration of the appellant’s trade mark,
the latter mark was cancelled by a Spanish court in
2016. The appellant’s appeal against that court’s
decision is pending.

42. Since the appellant had knowledge of that Spanish
trade mark of the intervener and, until 2006, maintained
relations with the intervener notwithstanding the
registration of that mark in 2004, it cannot, according
to the intervener, be asserted that he acted in bad faith
by applying, on 25 April 2011, for registration of the
contested mark.

Findings of the Court

43. It should be recalled at the outset that, if a concept
set out in Regulation No 207/2009 is not defined by
that regulation, its meaning and scope must be
determined by considering its usual meaning in
everyday language, whilst also taking into account the
context in which it occurs and the objectives pursued
by that regulation (see, to that effect, judgment of 14
March 2019, Textilis, C-21/18, EU:C:2019:199,
paragraph 35; see, by analogy, judgments of 22
September 2011, Budéjovicky Budvar, C-482/09,
EU:C:2011:605, paragraph 39, and of 22 March 2012,
Génesis, C-190/10, EU:C:2012:157, paragraph 41).

44. That applies to the concept of ‘bad faith’ referred
to in Article 52(1)(b) of Regulation No 207/2009, in the
absence of any definition of that concept by the EU
legislature.

45. While, in accordance with its usual meaning in
everyday language, the concept of ‘bad faith’
presupposes the presence of a dishonest state of mind
or intention, that concept must moreover be understood
in the context of trade mark law, which is that of the
course of trade. In that regard, Regulations No 40/94,
No 207/2009 and No 2017/1001, which were adopted
successively, have the same objective, namely the
establishment and functioning of the internal market
(see, as regards Regulation No 207/2009, judgment of

27 June 2013, Malaysia Dairy Industries, C-320/12,

EU:C:2013:435, paragraph 35). The rules on the EU
trade mark are aimed, in particular, at contributing to
the system of undistorted competition in the Union, in
which each undertaking must, in order to attract and
retain customers by the quality of its goods or services,
be able to have registered as trade marks signs which
enable the consumer, without any possibility of
confusion, to distinguish those goods or services from
others which have a different origin (see, to that effect,
judgments of 14 September 2010, Lego Juris v

OHIM, C-48/09 P, EU:C:2010:516, paragraph 38, and

of 11 April 2019, OKO-Test Verlag, C-690/17,
EU:C:2019:317, paragraph 40).

46. Consequently, the absolute ground for invalidity
referred to in Article 52(1)(b) of Regulation No
207/2009 applies where it is apparent from relevant and
consistent indicia that the proprietor of an EU trade
mark has filed the application for registration of that
mark not with the aim of engaging fairly in competition
but with the intention of undermining, in a manner
inconsistent with honest practices, the interests of third
parties, or with the intention of obtaining, without even
targeting a specific third party, an exclusive right for
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purposes other than those falling within the functions of
a trade mark, in particular the essential function of
indicating origin recalled in the previous paragraph of
this judgment.

47. The intention of an applicant for a trade mark is a
subjective factor which must, however, be determined
objectively by the competent administrative or judicial
authorities. Consequently, any claim of bad faith must
be the subject of an overall assessment, taking into
account all the factual circumstances relevant to the
particular case (see, to that effect, judgment of 11 June

2009, Chocoladefabriken Lindt & Sprungli, C-

529/07, EU:C:2009:361, paragraphs 37 and 42). It is
only in that manner that a claim of bad faith can be
assessed objectively.

48. In the case which gave rise to the judgment of 11

June 2009, Chocoladefabriken Lindt & Spriingli (C-

529/07, EU:C:2009:361), the Court, as it stated in
paragraph 36 of that judgment, was specifically asked
about the situation where, at the time of the application
for the contested mark, several producers were using,
on the internal market, identical or similar signs for
identical or similar products, which was capable of
giving rise to confusion. The referring court asked the
Court to specify which factors must, where such a
likelihood of confusion exists, be taken into
consideration in order to assess whether the applicant
for the trade mark is acting in bad faith.

49. Thus, and while the issue of the assessment of the
existence of bad faith was different from that of the
assessment of the existence of a likelihood of
confusion, those two concepts of trade mark law being
separate, the Court was asked to set out criteria to
assess whether there is bad faith in a situation in which
it has been established that there exists a likelihood of
confusion.

50. The Court replied that, in such a case, it is
necessary to consider, inter alia, whether the applicant
for a trade mark knew or should have known that a
third party was using, in at least one Member State, the
sign capable of being confused with the sign applied
for, it being possible to presume such knowledge of the
applicant, inter alia, where there is general knowledge
in the economic sector concerned of such use (see, to
that effect, judgment of 11 June 2009,

Chocoladefabriken Lindt & Spriingli, C-529/07,

EU:C:2009:361, paragraphs 39 and 53).

51. It does not follow from that judgment that the
existence of bad faith, within the meaning of Article
52(1)(b) of Regulation No 207/2009, may only be
established in the situation, which was that which the
Court was asked about, where there is use on the
internal market of an identical or similar sign for
identical or similar goods capable of being confused
with the sign for which registration is sought.

52. There may be situations, which are unrelated to the
situation which led to the judgment of 11 June 2009,

Chocoladefabriken Lindt & Springli (C-529/07,
EU:C:2009:361), where the application for registration

of a trade mark is liable to be regarded as having been
filed in bad faith notwithstanding the fact that, at the
time of that application, there was no use by a third
party on the internal market of an identical or similar
sign for identical or similar goods.

53. In that regard, the absolute ground for invalidity
referred to in Article 52(1)(b) of Regulation No
207/2009 is fundamentally different from the relative
ground for invalidity referred to in Article 53(1)(a) of
that regulation, since the latter provision presupposes
the existence of an earlier trade mark referred to in
Article 8(2) of that regulation as well as the existence
of a likelihood of confusion, within the meaning of
Article 8(1)(b) of that regulation, unless that earlier
mark has a reputation within the meaning of Article
8(5) of that regulation or unless Article 8(1)(a) thereof
applies. As the Advocate General observed_in point 27
of her Opinion, in the case of an application for a
declaration of invalidity based on Article 52(1)(b) of
Regulation No 207/2009, there is no requirement
whatsoever that the applicant for that declaration be the
proprietor of an earlier mark for identical or similar
goods or services.

54. It should be added that, in cases where it transpires
that, at the time of the application for the contested
mark, a third party was using, in at least one Member
State, a sign identical with, or similar to, that mark, the
existence of a likelihood of confusion on the part of the
public need not necessarily be established in order for
Article 52(1)(b) of Regulation No 207/2009 to apply.
55. It is to be inferred from the interpretation provided
by the Court in paragraph 53 of the judgment of 11

June 2009, Chocoladefabriken Lindt & Sprtngli (C-

529/07, EU:C:2009:361), merely that, where it is
established that use by a third party of an identical or
similar sign for identical or similar goods or services
existed and was capable of causing confusion, it is
necessary to examine, in the context of the overall
assessment of the relevant circumstances of the
particular case, whether the applicant for the contested
mark had knowledge of this. That factor is, however,
only one relevant factor among others to be taken into
consideration.

56. For the reasons set out in_paragraphs 52 to 55 of
this judgment, it must be held that, in the absence of
any likelihood of confusion between the sign used by a
third party and the contested mark, or if there has been
no use, by a third party, of a sign identical with, or
similar to, the contested mark, other factual
circumstances may, depending on the circumstances,
constitute relevant and consistent indicia establishing
the bad faith of the applicant.

57. It follows that, by holding, in paragraph 44 of the
judgment under appeal, that ‘bad faith on the part of
the applicant for registration presupposes that a third
party is using an identical or similar sign for an
identical or similar product or service capable of being
confused with the sign for which registration is sought’,
the General Court misread the case-law of the Court of
Justice and conferred too restrictive a scope on Article
52(1)(b) of Regulation No 207/2009.
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58. That error of law vitiated the General Court’s
reasoning, since, as is apparent from paragraph 60 of
the judgment under appeal, it considered that the fact
that the contested mark had been registered for services
in a class of the Nice Agreement other than those in
respect of which the appellant’s earlier marks had been
registered and used entitled the Board of Appeal to
conclude that the intervener’s bad faith had not been
established.

59. In following that approach, the General Court did
not, contrary to what the actual wording of Article
52(1)(b) of Regulation No 207/2009 and the case-law
of the Court of Justice provide, take into consideration,
in its overall assessment, all the relevant factual
circumstances as they appeared at the time that the
application was filed, whereas that point in time is
decisive (judgment  of 11 June 2009,
Chocoladefabriken Lindt & Springli, C-529/07,
EU:C:2009:361, paragraph 35).

60. The General Court should thus have taken account
of the fact, which is not disputed and on which the
appellant relies, that the intervener had sought
registration of a sign comprising the stylised word
‘KOTON" as an EU trade mark not only for services in
Class 39 of the Nice Agreement but also for goods and
services in Classes 25 and 35 of the Nice Agreement,
which corresponded to those in respect of which the
appellant had registered trade marks containing that
stylised word.

61. Although it is apparent from Article 52(3) of
Regulation No 207/2009 that the grounds for absolute
invalidity referred to in paragraph 1 of that article may,
depending on the circumstances, exist in respect of
only some of the goods and services for which the
contested mark has been registered, the fact remains
that the appellant has applied for the contested mark to
be declared invalid in its entirety and that that
application for a declaration of invalidity should
therefore be examined by assessing the intervener’s
intention at the time that he sought, for various goods
and services, including textile products, registration of
an EU trade mark containing the word and figurative
element already used by the appellant for textile
products.

62. Moreover, by having incorrectly characterised use
of an identical or similar sign for goods and services
identical with, or similar to, those for which the
contested mark was ultimately registered as an essential
condition for the application of Article 52(1)(b) of
Regulation No 207/2009, the General Court addressed
only for the sake of completeness the fact that there had
been a business relationship between the intervener and
the appellant and that that relationship had been
terminated by the appellant. Furthermore, the General
Court did not examine whether the application for a
trade mark containing the stylised word ‘KOTON for
goods and services in Classes 25, 35 and 39 of the Nice
Agreement had a commercial logic in the light of the
intervener’s activities.

63. Accordingly, even though it mentioned, in
paragraph 32 of the judgment under appeal, ‘the

commercial logic underlying the filing of the
application for registration” and ‘the chronology of
events leading to that filing’ as factors which might be
relevant, the General Court did not fully examine them
later in its judgment.

64. It is true that the General Court considered, in
paragraph 56 of the judgment under appeal, that the
fact that quite a long period had elapsed between the
end of that business relationship and the application for
registration of the contested mark militates against the
existence of bad faith on the part of the intervener.

65. However, the presence of that element of the
assessment in the judgment under appeal does not
suffice to warrant application of the rule that, if the
grounds of a judgment of the General Court disclose an
infringement of EU law but its operative part is shown
to be well founded on other legal grounds, such an
infringement cannot lead to the setting aside of that
judgment (see, to that effect, judgment of 26 July 2017,
Czech Republic v Commission, C-696/15 P,
EU:C:2017:595, paragraph 56 and the case-law cited).
The circumstance which the General Court took into
account in paragraph 56 of the judgment under appeal
is only one factor among others that it was necessary to
take into consideration in the context of the overall
assessment, with due regard to the application for the
trade mark as filed by the intervener for the goods and
services in Classes 25, 35 and 39 of the Nice
Agreement, an assessment which the General Court did
not carry out.

66. It follows from all the foregoing that the single
ground of the appeal is well founded and that the
judgment under appeal must be set aside.

The action before the General Court

67. It is apparent from the first paragraph of Article 61
of the Statute of the Court of Justice of the European
Union that, if the appeal is well founded, the Court of
Justice may itself give final judgment in the matter,
where the state of the proceedings so permits.

68. In the present case, the Court has the necessary
information to enable it to give final judgment on the
single plea in law of the action at first instance, alleging
infringement of Article 52(1)(b) of Regulation No
207/20009.

69. As was explained in paragraph 21 of this judgment,
the Board of Appeal considered that, for the purposes
of finding the existence of bad faith on the part of the
intervener, the use of an identical or similar sign for
goods and services identical with, or similar to, those
for which the contested mark has been registered
should have been established. On that basis, the Board
of Appeal dismissed the appellant’s appeal before it.

70. However, as is apparent from paragraphs 52 to 57
of this judgment, such reasoning is vitiated by an error
of law inasmuch as it confers too restrictive a scope on
Avrticle 52(1)(b) of Regulation No 207/2009.

71. The decision at issue must therefore be annulled.
The claim that the contested mark should be
declared invalid

72. The Court having decided, pursuant to the power
referred to in the first paragraph of Article 61 of the
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Statute of the Court of Justice of the European Union,
to annul the decision of the Board of Appeal, it is for
the competent body of EUIPO, in accordance with
Article 72(6) of Regulation 2017/1001, to adopt a new
decision on the basis of an overall assessment which
takes account of the application for registration of the
contested mark as filed on 25 April 2011 for goods and
services in Classes 25, 35 and 39 of the Nice
Agreement, and of the circumstances duly
demonstrated by the appellant as well as of those duly
substantiated, in his defence against the application for
a declaration of invalidity, by the intervener.

73. Consequently, the claim that the Court should
declare the contested mark invalid must be rejected.
Costs

74. Under Article 184(2) of the Rules of Procedure of
the Court of Justice, where the appeal is well founded
and the Court itself gives final judgment in the case, the
Court is to make a decision as to costs.

75. Under Article 138(1) of those rules, which applies
to appeal proceedings by virtue of Article 184(1)
thereof, the unsuccessful party is to be ordered to pay
the costs if they have been applied for in the successful
party’s pleadings.

76. The appellant has, in essence, been successful,
since the judgment under appeal is set aside and the
decision at issue is annulled. The appellant claimed that
the intervener should be ordered to pay the costs.

77. EUIPO has asked that it be ordered to pay the costs,
jointly with the intervener.

78. The intervener and EUIPO must therefore be
ordered to pay, in equal parts, the costs incurred by the
appellant both of the proceedings at first instance in

Case T-687/16 and of the appeal. As is apparent from

Acrticle 190(2) of the Rules of Procedure of the General
Court, costs necessarily incurred for the purpose of the
proceedings before the Board of Appeal are
recoverable costs.

On those grounds, the Court (Fifth Chamber) hereby:

1. Sets aside the judgment of the General Court of the
European  Union of 30 November 2017,
KotonMagazacilikTekstilSanayiveTicaretvEUIPO  —

Nadal Esteban (STYLO & KOTON) (T-687/16,

EU:T:2017:853).

2. Annuls the decision of the Second Board of Appeal
of the European Union Intellectual Property Office
(EUIPO) of 14 June 2016 (Case R 1779/2015-2).

3. Rejects the claim that the contested mark should be
declared invalid.

4. Orders Mr Joaquin Nadal Esteban and the European
Union Intellectual Property Office (EUIPO) to pay, in
equal parts, the costs incurred by Koton Magazacilik
Tekstil Sanayi ve Ticaret AS both of the proceedings at

first instance in Case T-687/16 and of the appeal.

Delivered in open court in Luxembourg on 12
September 2019

OPINION OF ADVOCATE GENERAL KOKOTT
delivered on 4 April 2019 (1)

Case C-104/18 P

Koton Magazacilik Tekstil Sanayi ve Ticaret AS

v

European Union Intellectual Property Office (EUIPO)
Other party:

Joaquin Nadal Esteban

(Appeal — EU trade mark — Regulation No 207/2009
— Invalidity proceedings — Figurative mark with the
word elements STYLO & KOTON — Rejection of the
application for a declaration of invalidity — Bad faith)
I. Introduction

1. A trade mark for which an application was filed in
bad faith can subsequently be declared invalid. But
what constitutes bad faith and how can it be
established?

2. The Court of Justice has already made some
fundamental findings in this regard and the General
Court has been able to examine these questions in
greater depth in various cases. Nevertheless, there has
still not been definitive clarification of these questions.
The present appeal gives the Court an opportunity to
refine its case-law.

Il. Legal framework

3. The legal framework of the present case is provided
by the Trade Mark Regulation. (2)

4. Article 52(1) of the Trade Mark Regulation (now
Article 59(1) of Regulation 2017/1001) sets out the
absolute grounds for invalidity:

‘An EU trade mark shall be declared invalid on
application to the Office or on the basis of a
counterclaim in infringement proceedings:

@ ...;

(b) where the applicant was acting in bad faith when he
filed the application for the trade mark.’

5. Article 52(3) of the Trade Mark Regulation (now
Article 59(3) of Regulation 2017/1001) provides for the
possibility of partial invalidity:

‘Where the ground for invalidity exists in respect of
only some of the goods or services for which the EU
trade mark is registered, the trade mark shall be
declared invalid as regards those goods or services
only.’

6. Article 65 of the Trade Mark Regulation (now
Article 72 of Regulation 2017/1001) contains rules on
judicial proceedings and their consequences:

‘1. Actions may be brought before the General Court
against decisions of the Boards of Appeal in relation to
appeals.

6. The Office shall take the necessary measures to
comply with the judgment of the General Court or, in
the event of an appeal against that judgment, the Court
of Justice.’

I11. Facts and procedure to date

7. On 25 April 2011, Mr Nadal Esteban filed an
application with the European Union Intellectual
Property Office (EUIPO) for registration of the
following trade mark for Classes 25 (Clothing,
footwear, headgear), 35 (Advertising; business
management; business administration; office functions)
and 39 (Transport; packaging and storage of goods;
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travel arrangement) of the Nice Agreement concerning
the International Classification of Goods and Services
for the Purposes of the Registration of Marks of 15
June 1957, as revised and amended:

STYLO
&
K$TSN

8. The appellant, Koton Magazacilik Tekstil Sanayi ve
Ticaret AS (Koton), filed a notice of opposition to that
application based on its own earlier figurative marks,
which both take the following form:

KOTON

9. Those trade marks had been registered inter alia for
Classes 25 and 35, but not for Class 39. The opposition
was successful in respect of the first two classes.

10. On the other hand, the trade mark at issue was
registered on 5 November 2014 under No 9917436 for
the services in Class 39.

11. On 5 December 2014, Koton filed an application
for a declaration that that trade mark was invalid by
reason of bad faith in accordance with Article 52(1)(b)
of the Trade Mark Regulation.

12. The Cancellation Division of EUIPO rejected that
application, just as the Board of Appeal dismissed the
appeal filed against that decision. Finally, by the
judgment under appeal of 30 November 2017, Koton
Magazacilik Tekstil Sanayi ve Ticaret v EUIPO —

Nadal Esteban (STYLO & KOTON) (T-687/16, not

published, EU:T:2017:853), the General Court also
dismissed the action brought against the decision of the
Board of Appeal.

13. All three decisions were based on the ground that
Koton’s trade marks do not extend to the services for
which the trade mark at issue had been registered.

IVV. Forms of order sought

14. On 13 February 2018, Koton brought the present
appeal and claims that the Court should:

(1) set aside the judgment under appeal;

(2) annul the contested decision;

(3) declare EU trade mark No 9917436 to be invalid,;
and

(4) order Joaquin Nadal Esteban and EUIPO to pay the
costs.

15. EUIPO contends that the Court should:

(1) grant the appeal and

(2) order EUIPO and Joaquin Nadal Esteban to pay the
costs.

16. On the other hand, Joaquin Nadal Esteban claims
that the Court should:

(1) dismiss the appeal and

(2) order Koton to pay the costs.

17. The parties submitted written observations and on 6
December 2018 presented oral argument.

V. Legal assessment

18. It should be stated, first of all, that the claim made
by Koton for a declaration of invalidity of the trade
mark at issue is inadmissible. Koton did not make that
claim before the General Court and for that reason it
would extend the subject matter of the proceedings. In
addition, under Article 65(1) of the Trade Mark
Regulation the decision of the Board of Appeal alone is
the subject matter of the proceedings before the
European Union courts.

19. Nevertheless, Koton and EUIPO object above all to
a relatively clear departure from previous case-law in
the judgment under appeal. | will consider this
departure first (see under A), before examining whether
the judgment under appeal could still be based on other
grounds (see under B). The decision in the present
appeal therefore hinges on whether a further aspect
presented by EUIPO and not previously taken into
account is part of the subject matter of the proceedings
or was submitted out of time (see under C). Lastly, |
will make some remarks regarding the action before the
General Court (see under D).

A. The need for use for identical or similar goods or
services

20. Koton complains in its single ground of appeal that
in paragraphs 44 and 60 of the judgment under appeal
the General Court infringed Article 52(1)(b) of the
Trade Mark Regulation. EUIPO supports that
submission.

21. Under Article 52(1)(b) of the Trade Mark
Regulation, an EU trade mark is to be declared invalid
on application to the Office where the applicant was
acting in bad faith when he filed the application for the
trade mark.

22. In paragraph 44 of the judgment under appeal, the
General Court confirmed the Board of Appeal’s view
that bad faith on the part of the applicant within the
meaning of Article 52(1)(b) of the Trade Mark
Regulation presupposes that a third party is using an
identical or similar sign for an identical or similar
product or service capable of being confused with the
sign for which registration is sought.

23. After rejecting further arguments made by Koton
concerning whether Koton enjoys trade mark protection
for similar or identical services, the General Court then
ruled in paragraph 60 of the judgment under appeal that
the Board of Appeal was fully entitled to conclude that
Mr Nadal Esteban had not acted in bad faith when the
contested mark was registered because it was registered
for services dissimilar to those designated by Koton’s
earlier marks.

Page 9 of 14


http://www.ippt.eu/
https://www.ippt.eu

www.ippt.eu

IPPT20190912, CJEU, Koton v EUIPO

24, Although the General Court nevertheless took into
account other aspects which | will examine below
(under B), those two paragraphs of the judgment under
appeal are vitiated by a serious error in law.

25. As the General Court itself rightly explains in
paragraphs 32 and 40 of the judgment under appeal, (3)
the use of an identical or similar sign for an identical or
similar product or service capable of being confused
with the sign for which registration is sought is just one
factor which is to be taken into account in particular.
(4) Correctly, in order to determine whether the
applicant for registration is acting in bad faith, it is
necessary to take into account all the relevant factors
specific to the particular case which pertained at the
time of filing the application for registration of the sign
as a Community trade mark. (5)

26. Nor can there be any objection to this case-law of
the Court of Justice, as | will show in detail below on
the basis of five arguments.

27. As Koton and EUIPO rightly state, first, the ground
for invalidity in Article 52(1)(b) of the Trade Mark
Regulation does not require that the applicant is the
proprietor of a trade mark for identical or similar goods
or services. Rather, anyone may, in principle, apply for
a declaration of invalidity of a trade mark on grounds
of bad faith.

28. The need to take into account all the relevant
factors is, second, an inevitable consequence of the
subjective nature of bad faith. Such a subjective factor
can be determined only by reference to the objective
circumstances of the particular case. (6) Accordingly,
the Court has also interpreted the rules on registration
of domain names in bad faith, which are related to trade
mark law and, in some language versions, could
actually be construed as exhaustively defining cases of
bad faith, as meaning that those cases are not
exhaustive. (7)

29. Third, the need to take fully into account all the
relevant factors also follows from the object of the bad
faith.

30. It is true that the Court — like the legislature — has
not yet developed a comprehensive definition of bad
faith. (8) Such caution is reasonable as it cannot really
be foreseen what situations will arise and have to be
assessed in the future.

31. Nevertheless, the case-law on finding abusive
conduct can offer guidance in examining bad faith. (9)
Such conduct is characterised by objective and
subjective elements. With regard to the objective
element, such a finding requires that it must be
apparent from a combination of objective
circumstances that, despite formal observance of the
conditions laid down by EU rules, the purpose of those
rules has not been achieved. With regard to the
subjective element, it must be apparent from a number
of objective factors that the essential aim of the
transactions concerned is to obtain an undue advantage.
The prohibition of abuse is not relevant where the
activity carried out may have some explanation other
than the mere attainment of an (undue) advantage. (10)

A comprehensive assessment of the relevant factors is
thus crucial.

32. If bad faith within the meaning of Article 52(1)(b)
of the Trade Mark Regulation is understood as an
expression of the prohibition of abuse, the primary aim
of trade mark protection and the possibly undue
advantage are to be determined having particular regard
to the essential function of the trade mark. That
function is to guarantee the identity of origin of the
goods or services concerned to the consumer or end
user by enabling him, without any possibility of
confusion, to distinguish the goods or services from
others which have another origin. (11)

33. Accordingly, the Court has ruled that an application
for registration of a trade mark which does not aim to
use that mark in accordance with its essential function
can be in bad faith. (12) Bad faith may be present in
particular where the applicant does not intend at all to
use the mark as such, (13) but also where he intends to
use the mark to mislead consumers over the origin of
goods or services.

34. Fourth, it is easy to conceive of other variants of
bad faith which do not require any overlap with an
already existing application. One thinks of an
application for registration of a trade mark filed by a
person who applies for a trade mark with the sole aim
of preventing an imminent trade mark application by
others (‘trade mark squatting’). (14)

35. In addition, fifth, the Court has already recognised
the possibility of an application for registration of a
trade mark in bad faith by which the applicant wishes
to establish a basis for acquiring a descriptive domain
name.(15) It was irrelevant in this regard to what extent
applications for trade marks had already been filed for
identical or similar goods or services.

36. It is not therefore essential for recognition of bad
faith that a third party is using an identical or similar
sign for an identical or similar product or service
capable of being confused with the sign for which
registration is sought.

37. This finding would also not be called into question
if bad faith were not dependent, like abuse, on a misuse
of purpose and an undue advantage but, as Advocate
General Sharpston has suggested, constitutes a
departure from accepted principles of ethical behaviour
or honest commercial and business practices. (16) All
the relevant factors would also have to be taken into
account in respect of this question.

B. The actual examination by the General Court

38. It does not necessarily follow from the finding of
the abovementioned error in law, however, that the
judgment under appeal should be set aside as,
notwithstanding its statement in paragraphs 44 and 60
of the judgment under appeal, the General Court took
other factors into account.

39. In paragraphs 54 to 57 of the judgment under
appeal, the General Court mentions that a few years
earlier Mr Nadal Esteban had a business relationship
with Koton and must therefore have had knowledge of
its marks and the fact that Mr Nadal Esteban filed a
notice of opposition against the registration of one of
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Koton’s marks in Spain. However, in the view of the
General Court, these were not sufficient indications to
establish bad faith.

40. It can be inferred from this that, contrary to its own
findings in paragraphs 44 and 60 of the judgment under
appeal, the General Court did not consider the identity
or similarity of the services designated to be
indispensable in order to conclude bad faith.

41. The General Court therefore assessed
comprehensively the arguments raised by Koton.
Nevertheless, there is still a contradiction in the
grounds of the judgment under appeal.

C. The additional factor identified by EUIPO

42. EUIPO bases its appeal on an additional factor not
taken into account by the General Court.

43. Mr Nadal Esteban had in fact originally sought to
register his trade mark for identical goods and services
in Classes 25 and 35. His application was refused in
respect of those classes on the basis of the opposition
filed by Koton. It was therefore only on account of that
opposition upon the registration in respect of the goods
and services claimed that there was no longer an
overlap between Koton’s trade marks and the trade
mark at issue.

44. At the hearing Koton accepted this argument.

45. Two questions arise in this regard: first, whether
this argument raised by EUIPO is actually admissible
and — if it is admissible — second, what importance
this factor has.

1. The admissibility of the argument raised by
EUIPO

46. Koton did not expressly make the overlap of the
original application with the protective scope of its
earlier marks the subject of its respective pleas in law
either before the General Court or in its appeal. It
merely asserted that, as a former business partner, Mr
Nadal Esteban must have had knowledge of its trade
marks and that his trade mark was very similar to those
trade marks. Furthermore, it pointed out a pending legal
dispute with Mr Nadal Esteban in Spain in which he
has contested one of its trade marks.

47. 1t is therefore doubtful whether the argument in
EUIPO’s response concerning the overlap of the goods
and services is sufficient to make that aspect part of the
subject matter of the appeal proceedings.

48. Under Article 174 of the Rules of Procedure, a
response must seek to have the appeal allowed or
dismissed, in whole or in part. Furthermore, in
accordance with Article 176 of those Rules of
Procedure, a party to the relevant case before the
General Court may submit, by document separate from
the response, a cross-appeal which, according to Article
178(1) and (3), second sentence, of the Rules of
Procedure, must seek to have set aside, in whole or in
part, the judgment under appeal on the basis of pleas in
law and arguments separate from those relied on in the
response. It is apparent from those provisions, read
together, that the reply may not seek the annulment of
the judgment under appeal on the basis of distinct and
independent grounds from those raised in the appeal,

since such grounds may only be raised as part of a
cross-appeal. (17)

49. If it were therefore concluded that the original
overlap in the goods and services was not argued by
Koton, the argument in that regard by EUIPO would
have to be rejected as inadmissible.

50. However, | consider such an assessment of the
argument raised by Koton to be too strict.

51. The original overlap in respect of Classes 25 and 35
was in fact part of the undisputed facts of the case from
the beginning in the proceedings before the General
Court and the Court of Justice. (18) The account of the
facts given by the General Court takes from it, in
paragraphs 3 and 8 of the judgment under appeal, at
least the refused application for Class 35. (19) The
General Court even relies, in paragraph 39 of the
judgment under appeal, on findings made in the
relevant opposition proceedings in order to establish
that Koton’s earlier trade marks did not extend to Class
39.

52. The parties therefore made the original overlap in
the goods and services part of the subject matter of the
proceedings before the General Court and the Court of
Justice. Consequently, this fact must be taken into
account in examining bad faith.

2. The importance of the original overlap of the
application with the goods and services protected
for Koton’s trade marks

53. The General Court thus failed to take one factor
into account in examining bad faith.

54. This factor is also relevant because it allows
inferences to be drawn as to Mr Nadal Esteban’s
intentions when he filed the application for the trade
mark at issue. Those intentions are important in
assessing bad faith as, under Article 52(1)(b) of the
Trade Mark Regulation, an EU trade mark must be
declared invalid on application to the Office or on the
basis of a counterclaim in infringement proceedings
where the applicant was acting in bad faith when he
filed the application for the trade mark. (20)

55. Koton and EUIPO submit in this regard, relying on
a decision of the General Court, (21) that it is not
possible to divide the application for registration for the
purposes of assessing bad faith such that only one part,
in this case the application for registration for Classes
25 and 35, was considered to have been filed in bad
faith, while the other part, the application for
registration for Class 39, was not.

56. This issue is currently also being considered in a
quite different case, which concerns whether the entire
application was made in bad faith if and to the extent
that the applicant had an intention to use the trade mark
in relation to some of the specified goods or services,
but no intention to use it in relation to other specified
goods or services. (22) In view of the earlier practice of
filing applications for trade marks for entire classes of
goods and services (23) which the applicant was not
even able to, let alone wished to cover
comprehensively, this is a highly explosive issue.

57. The divisibility of a trade mark application filed
partly in bad faith is suggested by Article 52(3) of the
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Trade Mark Regulation, which provides that an EU
trade mark may be declared invalid in respect of only
some of the goods or services for which it was
registered. (24)

58. Unlike the other grounds for invalidity, however,
bad faith is not an inherent defect in the trade mark
itself, but stems from the circumstances in which it was
applied for. (25) Where there are defects in a trade
mark, it is perfectly conceivable that these relate only
to certain goods or services but do not preclude its use
for other goods or services. It is far more difficult,
however, to recognise an application for the grant of
the exclusive right to designate certain goods or
services by a certain sign as having been made in good
faith where the same right is also applied for in bad
faith in relation to other goods or services.

59. Furthermore, dividing an application for
registration into a part filed in bad faith and a part filed
in good faith would offer an incentive to apply to
register trade marks for a larger set of goods and
services than is justified by the actual intended uses.
There would be no fear of any disadvantage for the
trade mark actually being used if bad faith were
discovered. The submissions made by Mr Nadal
Esteban at the hearing confirm this risk. He asserts that
he applied to register his trade mark for Classes 25 and
35 only because no additional fees were incurred. Had
he known that if an application were filed in bad faith
for those classes his application for Class 39 would be
null and void, he would certainly not have taken that
course of action.

60. In the present case, however, there is ultimately no
need to make definitive findings on whether an
application for registration can or even must be split
into a part filed in bad faith and a part filed in good
faith. The fact that an application was originally filed
for a trade mark for goods and services in respect of
which the applicant knew or should have known that
identical or similar trade marks existed may in any
event be an important indication that the application to
register that trade mark for other goods or services was
also filed in bad faith.

61. On account of this additional aspect it is now for
the applicant for registration, Mr Nadal Esteban, to
allay doubts whether the application was filed in good
faith. It is of crucial importance in allaying these doubts
whether the applicant is able to show that by filing the
application he pursued a comprehensible and — at least
to his knowledge — legitimate economic purpose or an
‘economic logic’. (26) (27)

62. The judgment under appeal does not, however,
contain any indications that such economic logic was
presented or assessed.

63. As a consequence, not all relevant factors for
possible bad faith were taken into account in the
judgment under appeal and therefore it must be set
aside.

D. The action before the General Court

64. In accordance with Article 61(1) of the Statute of
the Court of Justice of the European Union, the latter
may, after setting aside the decision of the General

Court, either itself give final judgment in the matter,
where the state of the proceedings so permits, or refer
the case back to the General Court for judgment.

65. In the present case, the General Court assessed
neither the fact that Mr Nadal Esteban had originally
applied to register the trade mark at issue for two
classes of goods or services for which Koton enjoys
trade mark protection nor any submissions made by Mr
Nadal Esteban regarding the economic logic of his
application. This suggests that the case should be
referred back to the General Court in order to complete
the assessment of the facts. (28)

66. On the other hand, there is no dispute as to the
application for the other two classes and Mr Nadal
Esteban explained his reasons for filing the application
at the hearing before the Court of Justice in particular.
While Koton has doubts over that reasoning, those
doubts would have been examined in detail only if the
reasoning justified the application to register the trade
mark. As that is not the case, it is merely a matter of the
legal characterisation of those facts, for which the
Court of Justice has jurisdiction. (29)

67. On the basis of the above statements, the
examination of bad faith depends crucially on whether
Mr Nadal Esteban is able to allay the doubts whether
the application was filed in good faith by explaining his
economic logic.

68. This claim is subject to strict requirements as the
very fact that an applicant knows or must know that
others are using an identical or similar sign as a trade
mark, albeit for different goods or services, gives rise
to doubts whether an application for registration was
filed in good faith. Why should a person deliberately
create the risk that consumers will associate his own
goods or services with another supplier?

69. If, as in the case of Mr Nadal Esteban, an attempt is
even knowingly made to apply to register such a sign
additionally for goods or services for which others
enjoy trade mark protection, those doubts become
much more significant.

70. The economic logic put forward by Mr Nadal
Esteban is not sufficient to allay those doubts. He
relies, in essence, on his intention to offer certain
services and in this connection to use bags on which the
trade mark at issue already appeared, because he had
received those cotton bags as packing material for
specific goods. Mr Nadal Esteban’s motivation is thus
limited to pure convenience. However, there is no
indication of a legitimate interest in accepting the risks
of his services being associated with Koton or of Koton
being impaired in future activities.

71. The application for registration of the trade mark at
issue must therefore be considered to have been filed in
bad faith. Accordingly, the decision of the Board of
Appeal must be annulled.

72. On the other hand, the claim made by Koton that
the General Court should order EUIPO to declare the
trade mark at issue to be invalid was inadmissible. It is
not for the General Court and the Court of Justice to
issue directions to EUIPO. It is for the latter under
Article 65(6) of the Trade Mark Regulation to draw the
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appropriate inferences from the operative part and
grounds of judgments of the Community judicature.
(30)

V1. Costs

73. Under Article 184(2) of the Rules of Procedure,
where the appeal is well founded and the Court itself
gives final judgment in the case, it is to make a decision
as to the costs. Under Article 138(1), which applies to
the procedure on appeal in accordance with Article
184(1) thereof, the unsuccessful party is to be ordered
to pay the costs if they have been applied for in the
successful party’s pleadings. Those costs include costs
necessarily incurred by the parties for the purposes of
the proceedings before the Board of Appeal under
Article 190(2) of the Rules of Procedure of the General
Court.

74. In the present case, Mr Nadal Esteban has been
entirely unsuccessful in his claims.

75. Although EUIPO has been successful with its claim
in the appeal proceedings, on account of its contested
decisions and because it claimed before the General
Court that the action should be dismissed, it also bears
responsibility for the appeal becoming necessary at all.
It is thus only logical that it submits that it should be
ordered to bear the costs itself.

76. While Koton has been unsuccessful in its claims
that the Court should declare the trade mark at issue to
be invalid or order EUIPO to do so, it has been entirely
successful in substance because EUIPO is nevertheless
obliged to draw the appropriate inferences from the
present judgment.

77. Mr Nadal Esteban and EUIPO must therefore be
ordered to pay the costs incurred by Koton, whilst they
should each bear their own costs.

VII. Conclusion

78. | therefore propose that the Court should:

(1) Set aside the judgment of the General Court of the
European Union of 30 November 2017, Koton
Magazacilik Tekstil Sanayi ve Ticaret v EUIPO —

Nadal Esteban (STYLO & KOTON) (T-687/16,

EU:T:2017:853);

(2) Dismiss the appeal lodged by Koton Magazacilik
Tekstil Sanayi ve Ticaret as to the remainder;

(3) Annul the decision of the Second Board of Appeal
of the European Union Intellectual Property Office of

14 June 2016 (Case R 1779/2015-2);

(4) Dismiss the action brought by Koton Magazacilik
Tekstil Sanayi ve Ticaret as to the remainder;

(5) Order Mr Nadal Esteban and EUIPO each to bear
their own costs and together, in equal parts, to pay the
costs incurred by Koton Magazacilik Tekstil Sanayi ve
Ticaret in the proceedings before the Board of Appeal,
the General Court and the Court of Justice.
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