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European Commission

Directorate General for Health and Consumers
B-1049 Brussels

Belgirm

Paris, 31 May 2011

Re:  Proposal of the European Commission’s Directorate General for Health and Consumers
on plain packaging for tobacco products

APRAM — Association des Praticiens du Droit des Marques et des Modéles — is an international
association for French-speaking specialists in industrial and intellectual property, in particular
specialists in trade marks and models.

The association, which now has more than 800 members, including 150 foreign members,

practising worldwide, was founded more than 30 years ago and is open to all French-speaking

lawyers. It gathers together in-house intellectnal property specialists, industrial property advisors and
outside counsel. Its members also include, on an individual basis, judges, professors and members of
intellectnal property offices and institates.

The purpose of our association is notably to play an active role in and be at the forefront of, further to
consultation or on its owxn initiative, discussions concerning intellectual property and business law in
France, Europe and the world.

To this end, APRAM has closely studied the proposal to amend Directive 2001/37/EC of 5 June 2001
on the approximation of the laws, regulations and administrative provisions of the Member States
concerning the manufacture, presentation and sale of tobacco products.'

APRAM wishes in particular to inform the Directorate General for Health and Consumers of iis
sertous misgivings with regard to the proposal to introduce generic or plain packaging for tobacco-
based products.

! OJL194 of 18 Tuly 2001, p. 26.
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PLAIN PACKAGING: THE PROHIBITION ON USE OF A TRADE MARK VIOLATES

SUPRANATIONAL LAW

[0

THE PLAIN PACKAGING PROPOSAL

The European Commission, Directorate General for Health and Consumers (hereinafter the “DG
Health™), is currently considering various amendments to Directive 2001/37/EC of 5 June 2001
on the approximation of the laws, regulations and administrative provisions of the Member
States concerning the manufacture, presentation and sale of tobacco products,

The proposed modifications include one to require “plain packaging™ for tobacco products.
Such packaging would feature only the legally mandated information, namely warnings as to the
dangers of the product, a list of ingredients, and the content of tar, nicotine and other
constituents. Aside from the brand name in a mandated size, font and place on the pack for all
manufacturers, the use of any figurative trade mark, logo, (combination of) colours, as well as
any original and/or simply ornamental or decorative composition would be prohibited. The
packaging itself would be solid white or beige for everyone.

It has also come to APRAM’s attention that the DG Health is considering (as an alternative ?) a
measure to reduce to the bare minimum the space granted to the holders of trade marks for
tobacco products to display their (possibly figurative) marks. The effects of this measure appear
to us very similar to those of the plain packaging proposal described above and just as harmful to
the rights of the holders of trade marks for tobacco products. The following discussion on
generic packaging is, for the most part, equally applicable to a proposal to ensure that the holders
of trade marks for tobacco products have an exfremely limited and residual amount of space
within which to display their distinctive signs. In this regard, APRAM also asks the Member
States and the Commission to take a firm stance against the Australian government, which has
introduced legislation on plain packaging whose conditions are incompatible with the
agreements, treaties and other conventions to which Australia is a party or signatory.

The justification put forward to date is that the packaging will be less attractive if it is devoid of
any distinctive sign (other than the brand name) or decorative element, which will consequently
reduce the purchase and thus the consumption of tobacco products. This justification appears at
the very least far-fetched as quite commonly a consumer’s purchasing behaviour is not in any
way the resnlt of a comparison of potentially attractive features appearing on various tobacco
products, which could notably include logos or other semi-figurative marks of the manufacturers
of these products.

As both the objective and the effect of the proposed measure would have an immediate impact
on the use of trade marks and, consequently, on the rights of their holders, APRAM has carried
out a preliminary legal analysis of the proposal. APRAM does not defend a particular industry; it
is fiercely independent of the tobacco lobby. APRAM defends industrial property as such and, in
particular, the holders of trade marks and models, whoever they may be,

? In the French text, this footnote states that “emballage générigue” is known as “plain packaging” in English.
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The proposal of the DG Health appears particularly dangerous for the holders of trade marks and
would give rise to an unjustified and unjustifiable breach in the shield progressively put in place
to ensure the protection of the industrial property rights of trade mark holders. Such a meagure
would also be -counterproductive and capable of effectively wiping out the efforts made for
years, particularly by various governments of the Member States and their customs services, to
fight against counterfeit tobacco products. It would also go against the IPR strategy released by
the Commission on 25 May 2011.

2. AN UNDERMINING OF THE SUBSTANCE OF TRADE MARK RIGHTS

5. If adopted, the plain packaging proposal would be tantamount to a general ban on the use of
registered trade marks (other than those covering the word mark) for tobacco products.

6. Indeed, the proposal to ban the use of figurative trade marks, logos and (combinations) of
colours on packaging or to drastically reduce the space reserved for the holders of trade marks
for tobacco products fo display their distinctive signs constitutes a measure which, on the
European level, would be compounded with all the other prohibitions currently in place with
respect to the advertising of tobacco products:

- a ban on all forms of audiovisual commercial communication for cigarettes and other
tobacco products;’

- a ban on product placement, in any event programmes, for tobacco products or cigarettes
or product placement from undertakings whose principal activity is the manufacture or
sale of cigarettes and other tobacco products;”

- a ban on advertising and sponsorship of cigarettes and other tobacco products in the press
and other printed publications, information society services and radio programmes.’

7. Given the various existing restrictions and prohibitions, the only place where the use of word
and figurative frade marks for tobacco products is still tolerated, with regard to consumers, is
precisely the packaging. This is the only place where trade marks can still be displayed. The use
of word and figurative trade marks on packaging indeed allows the marks to fulfil their essential

3 Article 9(1)(d) of Directive 2010/13/EU of the European Partiament and of the Council of 10 March 2010 on
the coordination of certain provisions laid down by law, regulation or administrative action in Member States
concerning the provision of audiovisual media services (Audiovisual Media Services Directive), OJ L 95 of 15
April 2010, p. 1, repealing and replacing Directive 89/552/EEC of the Council of 3 October 1989 on the
coordination of certain provisions laid down by law, regulation or administrative action in Member States
concerning the pursuit of television broadcasting activities, as amended. This is a general ban which also covers
“indirect forms of audiovisual commercial communication which, whilst not directly mentioning the tobacco
product, seek to circumvent the ban on audiovisual commercial communication for cigarettes and other tobacceo
products by using brand names, symbols or other distinctive features of tobacco products or of undertakings
whose known or main activities include the production or sale of such products” (88" Recital).

4 Article 11(4) of Directive 2010/13/EU.

* Articles 3, 4 and 5 of Directive 2003/33/EC of the Parliament and the Council of 26 May 2003 on the
approximation of the laws, regulations and administrative provisions of the Member States relating to the
advertising and sponsorship of tobacco products, OF L 152 of 20 June 2003, p. 16; see also CJEU (Grand
Chamber), 12 December 2006, C-380/03, Federal Republic of Germany v European Parliament and Council of
the European Union, para 84: the term “printed publications™ covers “publications such as newspapers,
periodicals and magazines”,
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11.

function, namely to distinguish the product in question as originating from a particular
undertaking.® This is the substance of a trade mark. This is also ifs essential function, as the
Court of Justice of the European Union has repeatedly stated: “to guarantee the identity of the
origin of the marked product or service to the consumer or end-user by enabling him, without
any possibility of confusion, to distingnish the product or service from others which have
another origin”.’

The Court of Justice of the European Union has also recognised that, aside from its essential
distinctive function, a trade mark also fulfils other functions, namely to guarantee the quality of
the goods or services in question and those of communication, investment or advertising.® In the
case of tobacco products, the presence on the packaging of figurative trade marks and logos or
other (combinations of) colours serves to fulfil, to an even greater extent, the various functions
of a trade mark, as the communication, investment and advertising functions cannot be fulfilled
through use of the mark in other media, which is prohibited.

The use of figurative trade marks, logos and other (combinations of) colours on the packaging is
important for the relevant public. The Court of Justice of the European Union has moreover
precisely emphasized, with regard to the consumer’s perception of the packaging of tobacco
products, that “[his] attention will focus on the verbal and figurative elements on the pack of

cigarettes in question and not on its form™.’

For a manufacturer, both the distinctive function fulfilled by figurative trade marks as well as
their communication, investment and advertising functions confer on its marks a particularly
significant commercial and market value. Such marks are indeed an important corporate asset,
whose value can sometimes be very high, due to their reputation, amongst both smokers and
non-smokers. "’

Rendering all packaging for tobacco products the same would, hypothetically speaking, create
and increase confusion amongst consumers who would be faced with no distinctive signs, aside
from the word marks of the various tobacco manufacturers, appearing moreover in a uniform
font.

§ Article 2 of Directive 2008/95/EC of the European Parliament and of the Council of 22 October 2008 to
approximate the laws of the Member States relating to trade marks (codified version), OJ I 299 of 8§ November
2008, p. 25, and Article 4 of Regulation (EC) No 207/2009 of the Council and the Commission on the
Community trade mark {codified version), OJ L 78 of 24 March 2009, p. 1, which provide that the following can
be considered trade marks (or Community trade marks, as the case may be): any signs capable of being
represented graphicaily, particularly words, including personal names, designs, letters, numerals, the shape of
goods or of their packaging, provided that such signs are capable of distinguishing the goods or services of one
undertalqng from those of other undertakings.”

7 See in particular CTEU, 16 July 2009, C-202/08P and C-208/08P, American Clothing Assocmnons v OHIM,
para 40; CIEU, 29 September 1498, C-39/97, Canon, para 28; CIEU, 17 October 1990, C-10/89, Hag II, para
14; CJEU, 23 May 1978, 102/77, Hoffinann-La Roche, para 7.

8 CIEU, 8 July 2010, C-358/08, Portakabin v Primakabin, para 30; CJEU, 25 March 2010, C-278/08,
BergSpechte, para 31; CJEU (Grand Chamber), 23 March 2010, C-236/08 to C-238/08, Google France, para 77;
CIEU, 18 June 2009, C-487/07, L’Oréal v Bellure, para 58.

® CIEU, 27 June 2008, C-497/07P, Philip Morris Products v OHIM, para 27, confirming GC, 12 September
2007, T-140/06, paras 34 and 69.

1 See e.g. Interbrand’s annual ranking of the 100 most important global brands, in all sectors

(wwww interbrand com/en/best-global-brands/best-global-brands-2008/best-global-brands-2010.aspx). The
Marlboro brand (with its distinctive figurative character) is ranked, for 2010, in the 18" place.
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12. The plain packaging proposal undermines, moreover, the very substance of trade mark rights,
namely the essential function of a trade mark as well as its other functions. This ground alone
should cause the DG Health to proceed with the utmost caution when considering the possibility
of pursuing implementation of this proposal.

13. In addition to undermining the functions of a trade mark, our legai analysis of the proposal
revealed that it also violates several legal norms and higher principles, thereby exposing the
European Union and/or its Member States to liability. The proposal indeed violates both Article
17 of the Charter of Fundamental Rights of the European Union and Article [ of Protocol No 1
to the European Convention on Human Rights (3.} as well as the Community proportionality
principle (4.} and the TRIPS Agreement (5.).

3. VIOLATION OF ARTICLE 17 OF THE CHARTER OF FUNDAMENTAL RIGHTS OF
THE EUROPEAN UNION AND ARTICLE 1 OF PROTOCOL NO 1

3.1 Trade marks are protected “possessions”

14.  Article 6 of the Treaty on European Union gives the rights, freedoms and principles set out in the
Charter of Fundamental Rights of the European Union, hereinafter the “Charter”, “the same legal
value as the Treaties™.' Article 17 of the Charter'® reads as follows: “1. Everyone has the right
to own, use, dispose of and bequeath his or her lawfully acquired possessions. No one may be
deprived of his or her possessions, except in the public interest and in the cases and under the
conditions provided for by law, subject to fair compensation being paid in good time for their
loss. The use of property may be regulated by law in so far as is necessary for the general

interest. 2, Intellectnal property shall be grotected.””

15. This consecration of property rights corresponds' to that found in the first paragraph of Article
of the additional Protocol to the European Convention on Human Rights,” hereinafter “Protocol

Y 0.7 C83 of 20 March 2010, p. 19; CJEU (Grand Chamber), 9 November 2010, C-92/09 and C-93/09, Voller
und Markus Schecke and Eifert, para 45.
2 OF C303 of 14 December 2007, p. 6.
"3 Article 17 of the Charter confirms long-standing case law of the CJEU, according to which “the right to
property is gnaranteed in the Community legal order in accordance with the ideas common to the constitutions of
the Member States, which are also reflected in the first protocol to the European Convention for the Protection of
Human Rights” (CIEU, 13 December 1979, 44/79, Hayer, para 17). As the ECHR and Protocol No 1 are binding
on ail Member States of the European Union, the CJEU deems that “fundamental rights form an integral part of
the general principles of law, the observance of which it [the Court] ensures. For that purpose the Court draws
inspiration from the constitutional traditions common to the Member States and from the guidelines supplied by
international treaties for the protection of human rights on which the member State shave collaborated or of
which they are signatories (see, in particular, the judgment in Case C-4/73 Nold v Commission [1974] ECR 491,
paragraph 13). The European Convention on Human Rights has special significance in that respect (see in
particular Case C-222-84 Johnston v Chief Constable of the Royal Ulster Constabulary [1986] ECR 1651,
paragraph 18). It follows that, as the Court held in its judgment in Case C-5/88 Wachauf v Federal Republic of
Germany [1989] ECR 2609, paragraph 19, the Community cannot accept measures which are incompatible with
observance of the human rights thus recognized and guaranteed” (CTEU, 18 June 1991, C-260/89, ER.T. v
DE.P., paradl).
" Article 52(3) of the Charter provides that insofar as the Charter contains rights “corresponding” to those rights
guaranteed by the European Convention on Human Rights, “the meaning and scope of those rights shall be the
Q)
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3.2

19.

No 1", which the Grand Chamber of the European Court of Human Rights, in its judgment on
the merits of 11 July 2007, held “applies to intellectual property as such™.'® The European Court
of Human Rights considered that the principles applies even to an application for a trade mark,
which has not yet been registered, due to its economic value: “With this in mind, the Court takes
due note of the bundle of financial rights and interests that arise upon an application for the
registration of a trade mark. It agrees with the Chamber that such applications may give rise to a
variety of legal transactions, such as a sale or licence agreement for consideration, and possess —
or are capable of possessing — a substantial economic value.”’ In this case, the “international
renown” of the mark that formed the object of the application undeniably conferred on it
“definite financial value”. Tt follows that to the extent “interests of a proprietary nature” are at
stake, the legal position of the applicant for a trade mark falls under Article 1 of Protocol No 1.'®

Article 52(1) of the Charter requires that any limitation on the exercise of the rights and
freedoms recognised by the Charter “respect the essence” of those rights and freedoms, be
“subject to the principle of proportionality”, “necessary” and “genuinely” meet objectives of
general interest recogpised by the Union or the need to protect the rights and freedoms of

others."”

Respect for possessions entails guaranteeing to individuals and companies that the state of which
they are nationals or in which they are established will not directly harm their property,
including as the case may be intellectual property.

Intellectual property rights are thus protected as “possessions” both by the Charter and by the
European Convention on Human Rights. This principle is expressed notably in Community law
by the recognition of both a trade mark as well as an application to register a trade mark as
“objects of property” (see Articles 16 to 24, Section 4 of Title I of Regulation (EC) No
207/2009 on the Community trade mark).

Interference

Respect for intellectual property as a “possession” within the meaning of Article 17 of the
Charter and Article I of Protocol No 1 “is the general guarantee against state appropriation;
intellectual property rights, as possessions, are thus protected against all illegitimate acts of a
public power. The principle of respect for possessions set forth in Article 1 of Protocol No 1 also

same as those laid down by the said Convention”; CJEU (Grand Chamber), 9 November 2010, C-92/09 and C-
93/09, Volker und Markus Schecke and Eifert, para 51,
13 The first paragraph of Article 1 of Protocol No 1 provides as follows: “Every natural or legal person is entitled

to the peaceful enjoyment of his possessions. No one shall be deprived of his possessions except in the public
interest and subject to the conditions provided for by law and by the general principles of international law”.
16 European Court of Human Rights (Grand Chamber), 11 July 2007, case 73049/01 Anheuser-Busch Inc v
Portugal, para 72.
7 European Court of Human Rights (Grand Chamber), 11 July 2007, case 73049/01, Anheuser-Busch Inc v
Portugal, para 76.
'* European Court of Human Rights (Grand Chamber) 11 July 2007, case 73049/01, Ankeuser-Busch Inc v
Portugal, para 77; see also C. Geiger “Marques et droit fondamentaux” in Les defies du droit des marques au
XXTe siecle — Actes du collogue en 'honneur du Frofessenr Yves Reboul, Coll. Ceipi, 36, 2010, p. 165.
' CJEU (Grand Chamber), 9 November 2010, C-92/09 and C-93/09, Volker und Markus Schecke and Eifert,
para. 50.
<Oy
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3.3

23.

results in protection of the rights of ownership. There is undeniably a violation of property rights
when a state refuses to protect a right.”*

If the ban on making the slightest use on the packaging of a figurative trade mark or logo
protected by a private right were and remained limited to this medium alone, it could possibly be
accepted that, under these conditions, this prohibition alone does not constitute an intolerable
infringement of the right to enjoy and use a trade mark. However, in the case at hand, the plain
packaging proposal falls within a restrictive existing normative framework that already prohibits
all use of such marks on other mediz, aside from the pack itself (see no 6 above). The proposal
would thus result in a prohibition on use of a figurative trade mark for any tobacco product and
on any medium whatsoever.

Consequently, if the proposal were adopted, the holders of figurative trade marks and other
protected logos for tobacco products would find themselves deprived of the possibility to
peacefully, lawfully and publicly use their marks. By doing so, all use and enjoyment of their
trade mark rights, that is to say their industrial property, would become impossible since such
use or enjoyment would be forbidden. All eamings they derive from the use of their trade marks
or from third-party licences would be wiped out; the same goes for trade mark pledge
agreements.

This interference is tantamount to a “deprivation of property” within the meaning of Article 17
of the Charter and Article 1{1) of Protocol No 1.

Compensation up to the vaJue of each trade mark rendered unusable

According to setfied case law of the European Court of Human Rights, a measure that interferes
with the peaceful enjoyment of possessions must pursue a goal of public utility and sirike a “fair
balance” between the demands of the general interests of the community and the requirements of
the protection of the fundamental rights in question. Further, there must be a reasonable
relationship of proportionality between the means employed and the objective of the
interference:” “Compensation terms under the relevant legislation are material to the assessment
whether the contested measure respects the requisite fair balance and, notably, whether it does
not impose a disproportionate burden on the applicants. In this connection, the taking of property
without payment of an amount reasonably related to its value will normally constitute a
disproportionate interference (...)".”

M. Dupuis, “L’immixtion de fa Convention EDH dans la propriété industrielle”, Revue Lamy Droit des
Affaires, 2009, no 41, p. 69.

A European Court of Human Rights, 21 September 1994, case 13092/87 and 13984/88, Holy Monasteries v
Greece, para 70.

“ European Court of Human Rights, 21 September 1994, case 13092/87 and 13984/88, Holy Monasteries v
Greece, parz 71. See also M. Dupuis, “L’immixtion de la Convention EDH dans la propriété industrielle” in
Revue Lamy Droit des Affaires, 2009, no 41, p 71: “the keeping of an invention secret in the interest of national
defence can under no circumstances take the form of expropriation without financial compensation for the
inventor”.

90002268 P 1505118/ 12

{0

Arram



24. In the case at hand, it is not clear which “balance™ — which must moreover be “fair” — would be
guaranteed by the plain packaging proposal. It is further not clear how this proposal respects “the
essence” of trade mark rights. The proposal in no way spares fundamental rights in the present
case: it simply deprives the holders of all enjoyment and use of their intellectual property rights
for all trade marks other than purely word marks, without any compensation whatsoever.

25. A deprivation of property must be reasonably compensated, in light of the value of the
possession. Should it be found that the plain packaging proposal violates Article 17 of the
Charter and Article 1(1) of Protocol No 1, the public powers that adopted it will be obliged to
compensate the cigarette manufacturers up to the value of each marks rendered unusable. The
proportionality of the compensation to the expropriated possession is a matter to be settled by the
European judiciary.”

3.4 Liabiliiy of the European Union and the Member States

26. The validity of the proposal with regard to the Charter could be directly challenged before the
CJIEU.* Moreover, pending conclusion of the adhesion process of the European Union to the
European Convention on Human Rights,” the Union can already be indirectly held liable further
to the applications directed against the Member States when they adopt measures to implement™
Community law, notably when they transpose a directive into national law.”’

4.  VIOLATION OF THE PROPORTIONALITY PRINCIPLE UNDER COMMUNITY
LAW

27. The proportionality principle is a general rule of Community law requiring that the means used
to implement a provision of Community law be suitable to realise the intended objective and not
go beyond what is necessary in order to do so. The CJEU has cited the proportionality principle
when interpreting numerous provisions of Community law,” including notably Articles 5 and 7
of Directive 2001/37/EC concemning the manufacture, presentation and sale of tobacco

 European Court of Human Rights, 22 September 1994, case 13616/88, Hentrich v France, in which the
compensation granted did not strike a fair balance.
* CJEU (Grand Chamber), 9 November 2010, C-92/09 and C-93/09, Volker und Markus Schecke and Eifert,
ara, 46.
* See the resolution of the European Parliament of 19 Mary 2010 on the institutional aspects of the adhesion of
the European Union to the European Convention on Human Rights, IN[/2009/2241,
* CIEU, Opinion of Y. Bot, 5 April 2011, C-108/10, Jvana Scattolon, para 119; CIEU (Grand Chamber), 23
November 2010, C-145/09, Tsakouridis, paras 30 to 52, CTEU (Grand Chamber), 19 January 2010, C-555/07,
Kiiciikdeveci, paras 22 to 26.
¥ Buropean Court of Human Rights (Grand Chamber), 20 June 2005, case 45036/98, Bosphorus v Ireland:
European Court of Human Rights (Grand Chamber), 18 February 1999, case 24833/94, Matthews v United
Kingdom. :
% See notably CIEU, 17 March 2011, C-221/09, AJD Tuna, para 79; CJUE (Grand Chamber), 7 July 2009, C-
558/07, S.P.C.M., para 41; CIEU, 11 July 2002, C-210/00, Kdserei Champignon Hofmeister, para 59; CJEU, 7
December 1993, C-339/92, 4ADM Olmiihlen, para 15; CJUE, 18 November 1987, 137/85, Maizena, para 15.
O
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29.

30.

products,”® as well as Articles 3 and 4 of Directive 2003/33/EC relating to advertising and
sponsorship of tobacco products.®

When the CJEU was requested to rule on the validity and interpretation of Directive
2001/37/EC, various holders of tobacco trade marks raised — unsuccessfully — a violation of the
proportionality principle in an attempt to try to mvalidate, on the one hand, Article 5 requiring
that general warnings regarding the harmful effects of the product and its consumption appear on
the most visible place on the packet and, on the other hand, Article 7 prohibiting the use on
packaging of texts, names, trade marks and figurative or other signs suggesting that a particular
tobacco product is less harmful than others. With respect to Article 7, Japan Tobacco maintained
that, applied to established trade marks, this article “will preclude Japan Tobacco from having
the benefit of or using, within the Community, the intellectual property in the Mild Seven trade
mark, which, when that provision enters into force, will cause severe damage to the brand
worldwide.”

The Court of Justice of the European Union found that the arguments raised were not such as to
affect the validity of the Directive. The decisive ground on which the Court held that the
Community legislature had not exceeded the limits of its discretionary power and had respected
the proportionality principle resided in the fact that, even if the required mentions and warnings
took up a large amount of space on the packaging, their proportion nonetheless left “sufficient
space for the manufacturers of those products to be able to affix other material, in particular
concerning their trade marks.™* On this basis it follows, according to the Court, that the only
effect produced by the directive is “to restrict the right of manufacturers of tobacco products to
use the space on some sides of cigarette packets or unit packets of tabacco products to show their
trade marks, without prejudicing the substance of their trade mark rights, the purpose being
to ensure a high level of health protection when the obstacles created by national laws on
labelling are eliminated. In the light of this analysis, Article 5 constitutes a proportionate
restriction on the use of the right to property compatible with the protection afforded that right
by Community law.”*

Sufficient space was deliberately left to the manufacturers in order to maintain a certain balance,
by ensuring “the greatest possible transparency of product information....while ensuring that
appropriate account is taken of the commercial and intellectual property rights of the tobacco
manufacturers.”* The need to maintain sufficient space thus leads us, as mentioned above (see
no 2, final sentence), to contest the lawfulness and legitimacy of the possible altemative proposal
of the DG Health regarding packaging for tobacco products on which the space reserved to the
trade mark holder to affix its distinctive signs would be drastically reduced so as to represent
only a minuscule percentage of the surface of the packaging.

¥ CIEU {Grand Chamber), [4 December 2004, C-434/02, Armold André, para 45; CJIEU (Grand Chamber), 14
December 2004, C-210/03, Swedish Match, para 47; CJEU, 10 December 2002, C-491/01, British American
Tobacco and Imperial Tobacco, para 122,

3% CJEU (Grand Chamber), 12 December 2006, C-380/03, Federal Republic of Germany v European Parliament
and Council of the European Union, para 144,

3L CJEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobacco, para 27.

52 CIEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobacco, para 132,

3 CIEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobacco, para 150.

* Twenty-sixth Recital to Directive 2001/37/EC on the manufacture, presentation and sale of tobacco produets.
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34,
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As for Article 7 of Directive 2001/37/EC, which prohibits the use, on the packaging of tobacco
products, of a trade mark incorporating any of the listed descriptors, the Court found this
prohibition proportionate “in’order to ensure that consumers be given objective information”,”
as these descriptors could, in the absence of specific rules governing their use and precise
quantitative thresholds, “mislead consumers”.*® In light of these findings, the Court held that
limitations on trade mark rights which could be caused by Article 7 “do in fact correspond to the
objectives of general interest pursued by the Community and do not constitute a disproportionate
and intolerable inference, impairing the very substance of that right””*” since, the Court insisted,
“a manufacturer of tobacco products may confinue, notwithstanding the removal of that
description from the packaging, to distinguish its product by using other distinctive signs.”** By
using the plural {“other distinctive signs™), the Court referred to both word and figurative trade
marks.

The aforementioned decisive grounds are the only ones cited by the Court of Justice in its
discussion of the proportionality principle. However, these grounds precisely do not apply to the
plain packaging proposal. Pursnant to the proposal, no space is left at all for the manufacturers of
tobacco products to affix their distinctive, original and/or decorative signs. To the extent the
proposal simply prohibits them from individualizing their products through the use of any
figurative mark or logo — regardless of the medium, as a ban on other media is already in force —
it (definitively) undermines the very substance of trade mark rights. Moreover, no duty to
inform consumers enters into account here as, hypothetically speaking, plain packaging provides
no information. On the other hand, it is undisputed that consumers can use colowrs or
combinations of colours within a given product range to recognise and, if need be, avoid a
product with whose ingredients or level of toxicity they are familiar.

As the Advocate-General stated in this same case, “[i]t is only if normal usage is no longer
possible as a result of provisions of public law that a situation can arise in which the substance of
the right is affected by reason of those provisions”.”” This is indeed the case with mandatory
plain packaging, as enjoyment of ownership rights would be prohibited and thus impossible.

With respect to the opinion rendered by the Court of Justice (Grand Chamber) on Directive
2003/33/EC prohibiting the advertising of tobacco products in printed media, on radio
programmes and in information society services, it does not discuss the existing balance with
intellectual property rights. The Court merely held that “given the obligation on the Community
legislature to ensure a high level of human health protection™, the prohibition in these media
does not go beyond what is necessary to achieve the objective of protection, notably of “young

consumers” who can easily access these media.*’

¥ CJEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobaceo, para 139,

¥ CJEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobaceo, para 138,

*1 CTEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobacco, para 153,

¥ CIEU, 10 December 2002, C-491/01, British American Tobacco and Imperial Tobacco, para 152.

¥ CIEU, Opinion of L.A. Geelhoed, 10 September 2002, C-491/01, British American Tobacco and Imperial
Tobacco, para 266.

% CJEU (Grand Chamber), 12 December 2006, C-380/03, Federal Republic of Germany v European Parliament
and Council of the European Union, para 147,

4l CJBU (Grand Chamber), 12 December 2006, C-380/03, Federal Republic of Germany v European Parliament
and Council of the European Union, para 62.
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The plain packaging proposal would directly undermine the tobacco manufacturers’ intellectual
property rights. On the other hand, it does not appear to be established that this measure, which
is serious and prejudices fundamental rights, is necessary to effectively achieve the goal of
reducing the consumption of tobacco products. Measures other than those which undermine
intellectual property rights could achieve the same goal, without depriving trade mark holders of
the ability to enjoy their rights. The European Union and the Member States could, for example,
launch educational, awareness and information campaigns and ensure clear, accurate and precise
labelling.

The prejudice to trade mark holders rights is especially disproportionate given that trade mark
law allows the right holder, if the trade mark enjoys a reputation, to oppose use of a similar sign
for products that are not similar to tobacco, provided such use takes undue advantage of the
distinctive character or reputation of the trade mark.* Tn other words, the holder of a trade mark
of a reputed logo for tobacco products can, if the applicable conditions are met, oppose the
registration and use of a similar sign for products which are different from tobacco. Should the
plain packaging proposal be adopted, the holders of figurative trade marks — even those which
currently enjoy a reputation and are the most immediately recognisable — could after only five
years be deemed to have forfeited their rights.” Tn this case, any third party could use and
register them for any good or service whatsoever, which would undoubtedly create confusion, as
certain figurative marks or logos have been deeply rooted in the minds of consumers, even non-
smokers, for decades. The introduction of plain packaging would deprive the right holders of
their possessions and their right to avoid this situation.

VIOLATION OF THE TRIPS AGREEMENT

Violation of Articles 15(4), 17 and 20 of the TRIPS Agreement

Both the European Union and its Member States are bound by the World Trade Organisation’s
(WTO) Agreement of 15 April 1994 on Trade-related Aspects of Intellectual Property rights,
signed in Marrakesh (Annex 1C),* hereinafter the “TRIPS Agreement”, Pursuant to this
agreement, the European Union and its Member States are obliged to ensure effective protection
of intellectual property rights.

Article 15(4) of the TRIPS Agreement provides that “the nature of the goods or services to
which a trademark 15 to be applied shall in no case form an obstacle to registration of the
trademark”.” If plain packaging were to be introduced, the “nature of the goods”, namely
tobacco products, would effectively be the criterion used to prevent all use of the trade mark,
thus depriving the registration of any possible utility.

* Article 5(2) of Directive 2008/95/EC; Articles 8(5) and 9(1)(c) of Regulation (EC) No 207/2009. For an
example of a case in which the holder of 2 figurative trade mark for tobacco, representing a camel, objected to an
application to register a figurative trade mark which it deemed similar for coffee, see GC, 30 January 2008, T-
128/06, Japan Tobacco v OHIM — Torrefaccao Camelo, confirmed by CIEU, 30 April 2009, C-136/08P.

3 Article 12(1)(1) of Directive 2008/95/EC; Articles 15(1) and 51(1){a) of Regulation (EC) No 207/2009.

* OJ L 336 of 23 December 1994, p. 214,

* This article mirrors Article 7 of the Paris Convention of 20 March 1883, as amended.
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Article 17 of the TRIPS Agreement only authorises “limited exceptions fo the rights conferred
by a trademark, such as fair use of descriptive terms, provided that such exceptions take account
of the legitimate interests of the owner of the trademark and of third parties”. The WTO has
interpreted the wording of this article to mean that “every trademark owner has a legitimate
interest in preserving the distinctiveness, or capacity to distinguish, of its trademarks so that it
can perform that function. This includes its interest in using its own trademark in connection
with the relevant goods and services of its own and authorized undertakings. Taking account of
that legitimate interest will also take account of the trademark owner’s interest in the economic
value of its mark arising from the reputation it enjoys and the quality it denotes.” The plain
packaging proposal clearly does not fall within the scope of “limited exceptions™ covered by
Article 17 of the TRIPS Agreement, as it takes absolutely no account of the interests of the trade
mark holders and would even serve to effectively annihilate their rights to use their figurative
trade marks as well as the value of those rights.

Article 20 of the TRIPS Agreement provides that use of a trade mark “shall not be unjustifiably
encumbered by special requirements, such as (...) use in a manner detrimental to its capability to
distinguish the goods or services of one undertaking from those of other undertakings.” Once
again, a ban on use is substantially more (serious) than a mere “encumbrance”, Even if it could
be considered an “encumbrance”, it would not be justified as it results in a complete loss of the
trade mark’s power to distinguish ~ and thus value. The plain packaging proposal does not strike
a balance between the defence of the general interest and the undeniably serious, real and
definitive harm to the private and legitimate rights of the holders of figurative trade marks and
other logos and {combinations of) colours.

Article 8(1) of the TRIPS Agreement allows the adoption of “measures necessary to protect
public health (...) provided that such measures are consistent with the provisions .of this
Agreement”. The text thus provides for two cumulative conditions. The first relates to the
“necessary” character of the measures: it must be proven. It is not sufficient to merely claim that
a measure would be beneficial to public health; the European Union and the Member States must
be capable of demonstrating an overriding need to impose this specific measure. The necessity of
the measure is assessed with reference to the question of whether other measures can be used to
achieve the same goal which would be less harmfizl to the rights of trade mark holders. The
second requirement relates to the consistency of the measure with the provisions of the TRIPS
Agreement: the proposal does not meet this condition as it violates at least Articles 15(4), 17 and
20 of the Agreement,

The European Union and the Member States can be held liable under international law

The abovementioned violations of the TRIPS Agreement expose both the European Union and
each Member State of the WTO to the actions that can be taken by any other member of the
WTO, pursuant to the Memorandum of Understanding on dispute resolution within the WTO.*

 WTO Decision of 15 March 2005, European Communities — Protection of Trademarks and Geographical
Indications for Agricultural Products and Foodstuffs, Complaint by the United States, Report of the Panel,
WT/DS174R, § 7.664,

47 Article 64 of the TRIPS Agreement.
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FACILITATION OF COUNTERFEITING AND SMUGGLING

The mamufacturers of tobacco products have regularly raised the argument that measures
affecting the packaging of their products or encouraging parallel imports facilitate counferfeiting
and thus smuggling. This argument appears to have a certain legitimacy but, to date, has not
been sufficient o actually block the adoption or implementation of proposed measures.

On the other hand, it is certain that if plain packaging, identical for all manufacturers of tobacco
products (and which would thus also be adopted by smugglers), were introduced, this would
greatly facilitate counterfeiting. In the abseace of the slightest distinctive “sign, logo,
ornamentation, particular shade, colour, typeface, etc. to be reproduced, copiers and pirates
would have to make minimal efforts. In addition, it would be practically impossible for a
customs agent or law enforcement officials to distinguish real goods from imitations, thus
undermining the efforts made to date by the customs authorities, notably to put in place an
effective policy to fight counterfeiting. This increase in smiggling would also obviously increase
the risks associated with the scourge of counterfeiting, notably with regard to respect for the
legislation on the composition and monitoring of tobacco products.

Claiming that the elimination of all use of distinctive, decorative and figurative signs on the
packaging of a product as coveted as tobacco would not encourage counterfeiting indicates a
profound ignorance of the reality and networks of counterfeiting.

APRAM has no choice but to firmly oppose any initiative or proposal that would have the effect
of encouraging, directly or indirectly, counterfeiting and, consequently, organised crime. The
competent authorities are thus urged to reflect on the already foreseeable consequences of such a
proposal.

CONCLUSION

The plain packaging proposal — and any alternative proposal consisting of reducing to a bare
minimum the space reserved to the makers of tobacco products to affix their distinctive signs on
the packaging of their products — clearly undermines the substance of trade mark rights and
violates various rights, freedoms and higher principles in force in our democratic society, while
facilitating counterfeiting and smuggling. Consequently, APRAM asks the European
Commission to reject and definitively abandon this proposal. There are surely many other
options to achieve the indicated public health objective, without trampling on the rights of trade

mark holders.
-
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