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THE FREE MOVEMENT OF GOODS: CZECH
AND SLOVAK SUPREME COURTS'

PRELIMINARY REFERENCES
HELENA BONCKOVA

Masaryk University, Faculty of Law, Czech Republic
Abstract in original language

Autofi zabyvajici se problematikou ptedbéZnych otdzek, vénuji jen
ziidka pozornost faktorim, jeZ mohou zdsadnim zplsobem ovlivnit
rozhodnuti vnitrostdtni soudu o piedloZeni véci Soudnimu dvoru.
Predkladajici piispévek si klade za cil zaplnit z¢4sti tuto mezeru. Za
timto ucelem analyzuji dva piipady tykajici se volného pohybu zboZi,
jez rozhodoval ¢esky NejvySsi spravni soud a slovensky NajvySsi sud.
Poukazuji pfitom na skutecnost, Ze Zadost jednoho z ucastnikti fizeni
o pfedloZeni pfedb&Zné otdzky nebo ndlez ustavniho soudu rusSici
pfedchozi rozsudek nejvySsitho soudu mohou sehrat kliCovou roli pii
rozhodovani soudu o pfedloZeni pfedbézné otazky.

Key words in original language

PredbéZné otazky; nejvyssi soudy; Soudni dvir Evropské unie,
aplikace prava EU

Abstract

The authors analyzing preliminary references rarely discuss factors
which might actually urge a national court to request a preliminary
ruling and thus constitute decisive incentives for the courts' decision to
bring the matter before the Court of Justice. The present contribution
tries to partly fill this gap by providing an analysis of two cases on
free movement of goods decided by Czech and Slovak supreme
courts. I argue that a request of a party to the proceedings to bring the
case before the Court of Justice or a decision of the constitutional
court quashing the supreme court's judgment might constitute decisive
incentives for a preliminary reference.

Key words

Preliminary references; supreme courts; Court of Justice of the
European Union, application of EU law

1. INTRODUCTION

In the preface of the book on the application of (what was then) EC
law Malcolm Jarvis argued: "Since issues arising from the application
of the provisions concerning the free movement of goods by the
national courts have such wide implications (being representative of
the application of any of the other four freedoms and indeed the
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application of EC law by the national courts in general) it was felt that
this should be reflected in the title."' As a result, his book was called
"The application of EC law by national courts" with "The free
movement of goods" being only a barely noticeable subtitle on the
cover of the book.

If he had been writing the preface today I am not sure whether he
would have come to the same conclusion (and title of the book).
Looking at today's statistics of the Court of Justice of the European
Union it is evident that the case-law in the area of free movement of
goods constitutes no more than a drop in the ocean of judgments and
decisions of the Luxembourg courts. For instance, according to the
2012 Annual Report the new references for a preliminary ruling in the
area of the free movement of goods comprised only 4,04 % out of
total which, in fact, means that there was only one such reference out
of 404 new requests for a preliminary ruling in 2012. The subject-
matter of questions on the interpretation of EU law, which have been
raised before national courts, lies mainly in the area of taxation (57
preliminary references in 2012), freedom, security and justice (56) or
social policy (34).> It seems therefore that the rules concerning the
free movement of goods are relatively clear and the existing case-law
of the Court of Justice is quite sufficient since their interpretation and
application have not raised many questions before national courts in
recent years. The same seems to apply also to the national courts in
new Member States as their existing preliminary references in the area
of free movement of goods comprise only 8,5 % out of total.’

These references, including references from the new Member States,
and preliminary rulings of the Court of Justice have been commented
and analyzed on numerous occasions.4 However, the authors have
rarely discussed factors which might urge a national court to request
a preliminary ruling and possibly constitute decisive incentives for the

! Jarvis, M.: THE APPLICATION OF EC LAW BY NATIONAL COURTS.
THE FREE MOVEMENT OF GOODS. Oxford: Oxford University Press,
1998, p. XIII.

* Court of Justice of the European Union: ANNUAL REPORT 2012 -
SYNOPSIS OF THE WORK OF THE COURT OF JUSTICE, THE
GENERAL COURT AND THE CIVIL SERVICE TRIBUNAL.
Luxembourg: Publications Office of the European Union, 2013, p. 91.

? According to the data retrieved December 6, 2013 from the search engine at
the website of the Court of Justice of the European Union (hereafter "the
CVRIA") only 34 out of 401 references for a preliminary ruling made by
national courts in the new Member States (i.e. Bulgaria, Croatia, Cyprus,
Czech Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland,
Romania, Slovakia and Slovenia) concerned the free movement of goods.

* See, for instance, Lazowski, A. (ed.): THE APPLICATION OF EU LAW

IN THE NEW MEMBER STATES. BRAVE NEW WORLD. Hague: T.M.C.
Asser Press, 2010.
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courts' decision to bring the matter before the Court of Justice (except,
of course, from the obvious, i.e. the question on the interpretation or
validity of a rule of EU law itself). The present contribution will thus
try to partly fill this gap by providing an analysis of two cases decided
by the Czech Supreme Administrative Court and the Slovak Supreme
Court on matters relating to the free movement of goods.5 The
research question of the present contribution therefore stays as
follows: Which factors urged the respective national court to bring the
matter before the Court of Justice?

2. CASE SKOMA-LUX

The reference of the Czech Supreme Administrative Court (hereafter
"the SAC") for a preliminary ruling in case C-339/09 Skoma-Lux
s.r.o. v. Celnf feditelstvi Olomouc was in fact the second preliminary
reference in the case.6 The first preliminary reference had been
submitted by the Regional Court in Ostrava and concerned the
enforcement of EC legislation unpublished in the Czech language.7
The preliminary reference of the SAC dealt with different issue,
namely the interpretation of headings 2204 and 2206 of the Combined
Nomenclature in Annex I to Council Regulation (EEC) No 2658/87 of
23 July 1987 on the tariff and statistical nomenclature and on the
Common Customs Tariff (hereafter "the CN").

Skoma-Lux submitted to the Celni dfad Olomouc (Olomouc Customs
Office) a declaration for free circulation of goods labelled as "red
dessert wine Kagor VK". Those goods, from Moldavia, were declared
under heading 2204 of the CN. The analyses carried out by the
Olomouc Customs Office proved that a sample of those goods
contained at least 25% of sugar of an origin other than grape juice,
probably from a mixture of grape juice, beet sugar and sugar resulting
from the hydrolysis of corn starch. As a result, the Olomouc Customs
Office considered that the goods at issue should be classified under
heading 2206 of the CN, on the ground that they were not liqueur
wine since, in the course of their manufacture, they had been fortified,
not with products obtained by the distillation of wine, but by alcohol
of another origin.

> These two cases are at the same time (at least according to the data retrieved
from the CVRIA) the only Czech and Slovak cases concerning the free
movement of goods. The case studies on the free movement of goods were
chosen in respect to the title of the conference section which aimed on trade
in goods. The present conference contribution thus provides only limited
sample of the specific research project carried by the Law Faculty of the
Masaryk University on preliminary references made by the Czech, Polish and
Slovak supreme courts (project no. 0915/2012).

® Decision of the Czech Supreme Administrative Court, July 7, 2009, no. 7
Afs 11/2008-75.

7 See judgment of the Court of Justice, December 11, 2007, C-161/06
SKOMA-LUX S.R.O. V. CELNI REDITELSTVI OLOMOUC.
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Following an action brought by Skoma-Lux, the Regional Court in
Ostrava set aside that decision of the Olomouc Customs Office as it
held that the goods at issue should be classified under heading 2204 of
the CN, noting in particular that the addition of sugar or alcohol,
whatever their origin, did not result in a change in the fundamental
features of those goods, namely that they were produced from fresh
grapes. The case was brought before the SAC which decided to stay
the proceedings and to refer the question at issue to the Court of
Justice. The Court of Justice came to the conclusion that the respective
goods must be classified not as wine but as other fermented beverages
in terms of the CN.®

The main reason behind the request for a preliminary ruling was
undoubtedly the question of interpretation of the respective rule of EU
law and the fact that the SAC was a court against whose decisions
there is no judicial remedy under national law. However, it stems from
the decision of the SAC that both parties actually urged the court to
bring the case before the Court of Justice. The SAC in its decision
expressly stated that it was one of main considerations taken into
accoungt while deciding on making the request for the preliminary
ruling.

3. CASE PROFITUBE

On the other hand, the preliminary reference on the free movement of
goods made by the Slovak Supreme Court (hereafter "the SC") in case
C-165/11 Danové riaditel'stvo Slovenskej republiky v. Profitube spol.
s r.0.10 was a result of the external factor, i.e. the previous judgment
of the Slovak Constitutional Court."'

The reference for a preliminary ruling concerned the interpretation of
Council Regulation (EEC) No 2913/92 of 12 October 1992
establishing the Community Customs Code (hereafter "the customs
code") and of Sixth Council Directive 77/388/EEC of 17 May 1977 on
the harmonisation of the laws of the Member States relating to
turnover taxes — Common system of value added tax: uniform basis of
assessment (hereafter "the Sixth Directive").

The tax administration for certain taxpayer carried out a VAT audit
for Profitube. This tax audit revealed that the certain company
established in KoSice brought in from Ukraine semi-finished steel

8 Judgment of the Cou/rtvof Justice, Degember 16, 2010, C-339/09, SKOMA
LUX S.R.O. V. CELNI REDITELSTVI OLOMOUC.

? Decision of the Czech Supreme Administrative Court, July 7, 2009, no. 7
Afs 11/2008-75, p. 6.

' Decision of the Slovak Supreme Court, March 22, 2011, no. 1Sp#/1/2010.
1 Judgment of the Slovak Constitutional Court, October 27, 2010, no. III. Us
283/2010-46
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goods, namely hot-rolled coils, which it sold to Profitube. Those coils,
stored in a public customs warehouse used by the latter and situated in
the territory of the Slovak Republic, were placed under the customs
warehousing procedure and then placed under inward processing
arrangements in the form of a system of suspension. Profitube sold
those steel sections to the some other company established in KoSice
and registered for VAT. The goods at issue were again placed under
the customs warehousing procedure. Profitube took the view that the
sale at issue was not subject to VAT. During all those transactions
carried out during the tax years 2005 and 2006, the goods at issue
remained in the same public customs warehouse.

The Tax Office ruled that, by not paying VAT on the sale at issue,
Profitube had infringed the law on VAT. However, the Regional Court
in Bratislava took the view that goods from a non-member country
had to be placed in free circulation to be subject to VAT.

Following an appeal by the Danové riaditel'stvo Slovenskej republiky
(herafter "the Slovak Tax Directorate") the SC varied the judgment of
the Regional Court in Bratislava by holding that a customs warehouse
situated in the territory of a Member State legally forms part of that
territory. The Slovak Tax Directorate was therefore right to hold that
the sale at issue constituted a supply of goods for consideration in
national territory, for the purposes of the law on VAT."

Profitube lodged an appeal against the judgment of the SC before the
Slovak Constitutional Court which took the view that the SC had
infringed Profitube’s fundamental right to legal protection and to a fair
trial. The Constitutional Court held that the SC had not examined the
question of the application of Article 12 of the law on VAT, according
to which, in the case of an importation, customs rules must take
priority over that law. In the following proceedings the SC thus made
a reference for a preliminary ruling." It stems from the decision of the
SC that the decision to bring the case before the Court of Justice was
at least indirectly motivated by the opposing view of the SC
concerning the solution of the case at issue and the respective
application of EU law.

4. CONCLUSION

The two cases thus show that apart from the obvious reasons behind
the request for a preliminary ruling, i.e. the question on interpretation
or validity of EU law, there are also other relevant factors (either
expressly mentioned in a decision of a national court or indirectly

12 Judgment of the Slovak Supreme Court, October 20, 2009, no.
5S7£91/2008.

13 Judgment of the Court of Justice, November 8, 2012, C-165/11, DANOVE

RIADITEESTVO SLOVENSKEJ REPUBLIKY V. PROFITUBE SPOL. S
R.O.
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stemming from the state of proceedings before national courts) which
urge a national court to bring the case before the Court of Justice. The
explicit request of a party to the proceedings to make a preliminary
reference to the Court of Justice or a decision of the constitutional
court quashing the previous supreme court's judgment may constitute
decisive reasons why the respective court in the end of the day decides
to halt the proceedings and send the case to Luxembourg.
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PROTECTION OF FREEDOM OF GOODS
DESCRIPTION AND GROUNDS FOR REFUSAL

OF THE TRADE MARK REGISTRATION
KRZYSZTOF DOBIEZYNSKI

The John Paul II Catholic University of Lublin, Faculty of Law/Canon
Law and Administration, Poland

Abstract

The aim of this article is to present one aspect of the free movement of
goods which is the freedom of description of goods (freedom of
communication). The freedom of communication is restricted by
industrial property laws. Among industrial property rights on the said
freedom the strongest seems to affect trade mark law. Therefore, the
article will examine the rules governing the absolute grounds for
refusal of registration of trade marks.

Key words

freedom of description of goods, industrial property law, absolute
grounds for refusal, descriptive trade marks

1. INTRODUCTION

The common market is a base of the EU integration process. The base,
allowing for a full implementation of the internal market, covers, so
called European freedoms. The most fundamental freedom that
contribute to a common market shall be the free movements of goods.
Actually, the free movements of goods is supposed to provide
producers of the EU Member States with the most convenient trading
environment. Moreover, owing to the free movements of goods
between the EU Member States, consumers are given a greater range
of products to be selected. One of aspects of the respective freedom is
freedom of description of goods (freedom of communication). Goods
can be marked with information that enable the recipients to take the
purchasing decision or withdrawing from it. In the event of no
freedom of description of goods, it would be difficult to discuss the
issue of free movement of goods. Yet, it is essential to attach various
type of information onto the products addressed to end users from
different EU Member States. However, freedom of description of
goods is constrained by monopolies established on a basis of industrial
property rights. As for industrial property rights, the one with
ultimately extensive influence upon the said freedom seems to be the
trade mark right. Exclusive rights granted by patent offices limit
freedom of communication. The very nature of these rights has been
set out by ban entitlements. Ban entitlements protect and
simultaneously guarantee the range of exclusivity in terms of the trade
mark use. Therefore, this paper shall contain an analysis of regulations
dealing with absolute grounds for refusal of trade mark registration.
Absolute grounds foe trade mark registration protect against granting
exclusive rights to signs that should be available in public. Thanks to
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that, respective regulations also secure freedom of communications in
goods trading. The right interpretation of said regulations is one of the
prerequisites for proper execution of freedom of communications. In
order to prove it, the origins of the EU trade mark laws, including the
First Council Directive 89/104/EEC of 21 December 1988 to
approximate the laws of the Member States relating to trade marks
(hereinafter referred to as Directive no. 89/104)' shall be presented.
Furthermore, the paper shall discuss relevant regulations referring to
Directive 89/104 as well as selected case law of the Court of Justice of
the European Union” in terms of freedom of communication.’

2. FREEDOM OF DESCRIPTION OF GOODS

Undoubtedly, freedom of description of goods is tightly connected
with the customs union. The very nature of the respective freedom is a
ban of imposing import and export duties between Member States as
well as charges having an equivalent effect to custom duties. In
addition, it composes the ban of discriminating taxation. In order to
ensure freedom of trading it is indispensable to provide entrepreneurs
with freedom of description of goods. Such a freedom gives an
opportunity to label goods with the notification that shall broadcast
various kinds of information on a particular product. Simultaneously,
free movements of goods may collide with exclusive rights
established under intellectual property laws.

The principle of the intellectual property right features a territorial
protection of exclusive rights. The territorial protection causes that
performance of these rights may result in serious hindrance in trading
between Member States. These rights have been explicitly indicated in
Art. 36 of the Treaty on the Functioning of the European Union
(hereinafter referred as TFEU)." The cited regulation stipulates that

" OJ L 40, 11.2.1989, p. 1-7. Directive 89/104 was repealed by the 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 L 299, 8.11.2008, p. 25-33 (hereinafter referred to as
Directive no. 2008/95). Directive no. 2008/95 was introduced since the
previous Directive no. 89/104 had been amended several times. Reference to
repealed Directive no. 89/104 is deemed to be the reference to Directive
2008/95, in compliance with the correlation table enclosed in Annex II to
Directive no. 2008/95.

* "Court of Justice of the European Union" is the new denomination of the
European Court of Justice according to the Lisbon Treaty.

> The Court makes also law-making activity. See more in respect to
intellectual property rights: Ty¢ V., Charvét R.: European Court of Justice as
law-maker: example of intellectual property protection on EU internal
market, Dny prava — 2009 — Days of Law: the Conference Proceedings, 1.
edition. Brno: Masaryk University, 2009, p. 558-562.

* Barnard, C.: The Substantive Law of the EU. The Four Freedoms. Oxford,
2007, p. 173.
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prohibitions and restrictions on imports between Member States,
justified on grounds of protection of industrial property, are
acceptable, subject to they do not constitute a means of arbitrary
discrimination or disguised restriction on trade between Member
States. At the same time, the respective regulation shall not explain
how to handle the collision of intellectual and industrial property
rights and free market competition. This regulation solely points out
that the protection of intellectual and industrial property is an
exception from the free trade principle.” Provisions of Art. 36 TFEU
are supposed to exclude partial effects of the prohibition contained in
Art. 34 TFEU. The latter bans quantitative restrictions on imports and
all measures having equivalent effect between Member States.
Otherwise, provisions of Art. 34 TFEU would entirely deprive the
industrial property right of its meaning, basing upon national laws in
EU Member States.

It is worth mentioning that industrial property laws, regardless
whether recognized within the EU or nationwide, provide for
situations when granting of the exclusive right to the trade mark is not
possible. Thus, the laws shall stipulate so called grounds for refusal of
trade mark registration. Here, it is worth depicting the origins of
adoption of Directive 89/104. Actually, its adoption is related to
striving for free movement of goods within the EU.

Origins of Directive 89/104

Upon the entry into force of EEC Treaty in 1958, the works on the
European trade mark laws took off. The said Treaty, Art. 2.
determined main tasks of the Community as promotion of a
harmonious development of economic activities, a continuous and
balanced expansion, an increase in stability, an accelerated raising of
the standard of living and closer relations between the States
belonging to it". The aforementioned objective assumed "establishing
of the common market and progresive approaching of economic
policies of Member States". The thing that the applicability of
industrial property laws was territorial, i.e. was limited to certain
States, resulted in restrictions of the market freedom. In the end of the
day, there were no uniform regulations that covered the entire EEC
area. Binding industrial property laws were barely constrained to the
territory of the particular State.® The free trade required to abolish
extensive restrictions imposed by national protective laws.” Therefore,

> Woods, L.: Free Movement of Goods and Services within the European
Community. Ashgate Publishing, Ltd., 2004, p. 140.

® Tabor W., Wojcieszko, E.: Polskie prawo znakéw towarowych a Wytyczne
EWG (Problemy Harmonizacji), in: Europejskie standardy w obrgbie prawa
wlasnosci intelektualnej a prawo polskie, ed. Barta J., Zeszyty Naukowe
Uniwersytetu Jagiellonskiego, Prace z Wynalazczo$ci i Ochrony Wtasnosci
Intelektualnej, z. 60/1993, p. 10.

7 Beier, F.-K.: Od znaku towarowego EWG do znaku Wspélnoty, Przeglad
Prawa Handlowego No. 5/1999, p. 13.
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ideas on both unifying of national legislation systems related to the
trade mark and establishing of the European (Community) trade mark
were launched. Moreover, from the perspective of the economy,
homogenous protection of trade marks seemed to be fundamental.
Owing to unification of national industrial property laws, legal
obstacles in the trading process between EEC countries could have
been eliminated.®

In the beginning of the 1960-ies the European Commission set up the
Trade Mark Group. This Group drew up the Preliminary Draft
Convention for a European Trade Mark. This project was released as
late as in 1973.° It included establishing of the European Trade Mark
Office. In 1974 the Commission appointed another working group.
These efforts fructified with "the Memorandum on the creation of an
EEC trade mark”." It is to be emphasized that the fundamental
objective of the aforesaid Memorandum was meant to be free
movement of goods within the Community. This target was to be
achieved through a uniform and autonomous system of trade marks
based on the EEC trade mark. In order to implement these ideas, the
EEC Trade Mark Office would have been established. In 1980 the
Commission submitted the Proposal for a Council Regulation on
Community Trade Marks."" Simultaneously, the Commission
presented the Proposal for a first Council Directive to approximate the
laws of the Member States relating to trade-marks.'> Yet the final
content of the Directive 89/104 was adopted as late as in 1988 as the
First Council Directive 89/104/EEC of 21 December 1988 to
approximate the laws of the Member States relating to trade marks.
Parallel works on the community system of trade marks resulted in
adoption of the Council Regulation (EC) No 40/94 of 20 December
1993 on the Community trade mark."

¥ Ibid., p. 13-14.

° Preliminary Draft Convention for a European Trade Mark, European
Commission, Luxemburg 1973.

19 Supplement No. 8/76 to the "Bulletin of the European Communities" SEC
(76) 2462, Luxemburg 1976.

" Proposal for a Council Regulation on Community trade Marks, supplement
No. 5/80 to the ,,Bulletin of the European Communities”, Luxemburg 1981.

2 coMm (80) 635 final, 19 November 1980. Bulletin of the European
Communities, Supplement 5/80.

B OJL 11, 14.1.1994, p- 1-36; hereinafter referred to as Regulation no.
40/94. Regulation no. 40/94 was repealed by the Council Regulation (EC) No
207/2009 of 26 February 2009 on the Community trade mark (codified
version), OJ L 78, 24.3.2009, p. 1-42, hereinafter referred to as Regulation
no. 207/2009. References to the repealed Regulation no. 40/94 shall be
deemed references to the Regulation no. 207/2009, in compliance with the
correlation table enclosed in the Annex II of the Regulation no. 207/2009.
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It is worth highlighting that the preamble of the Directive no. 89/104
underlined that the legislations on trade marks that were applied in the
Member States those days varied from each other and therefore that
might have been an impediment to free movement of goods and
provision of services and might have interfered competition within the
common market. Due to the aforementioned circumstances as well as
because of establishing and existing of the internal market, it was
necessary to approximate the laws of the Member States relating to
trade marks. Provisions of Directive no. 89/104, and, currently,
Directive no. 2008/95 were meant to reach this objective.

When working on Directive no. 89/104, legislators thought about
setting up the first directive to handle the most vital issues, taking into
account free movement of goods. Subsequent directives were to
harmonize national laws regarding rules on proceedings before
national patent offices. Today, the binding Directive no. 2008/95 has
been introduced since the previous Directive no. 89/104 had been
amended several times.

However, it is to be noticed that the works on amendments to the
binding Directive no. 2008/95 are in progress.'* At the same time, the
authorities are discussing changes of the Regulation no. 207/2009."

Directive no. 2008/95 explicitly exposed that provisions on trade
marks that had been applied in the Member States prior to the date the
Directive no. 89/104 came into effect, had featured differences that
might have obstructed free movement of goods and provision of
services and interfered competition within the common market. Thus
it is indispensable to approximate these laws, so to enable proper
operation of the internal market.

Provisions of Directive no. 89/104 and therefore Directive no.
2008/95 set out grounds for refusal in terms of registration of trade
marks. These regulations are meant to unify grounds of refusal within
the entire EU area, basically in order to provide free movement of
goods. Before listing the most crucial aspects of absolute grounds for
refusal of trade mark registration, it is worth focusing on functions the
trade mark is designed for. Actually, functions the trade mark are
tightly connected with the free communications of goods.

Functions of the trade mark

A immanent function of trade marks is distinguishing goods or
services on the market and therefore the mark operates as a

'* Proposal for a Directive of the European Parliament and of the Council to
approximate the laws of the Member States relating to trade marks,
COM(2013) 162 final version of 27.03.2013.

' Proposal for a Regulation of the European Parliament and of the Council
amending Council Regulation (EC) No 207/2009 on the Community trade
mark, COM(2013) 161 final version of 27.03.2013.
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distinguisher. It means that the function of the trade mark is to
individualize goods or services and communicate thereon. As it has
been highlighted by Ruiz-Jarabo Colomer, Advocate General, in his
opinion in Case C-206/01 Arsenal Football Club', the fundamental
function of the trade mark is not only protection of origins, yet also
protection of quality, mark recognition and, in some cases, of the way
we perceive our life."” It happens due to the fact that distinguishing
marks may provide recipients with the vast array of meanings."

It is worth to remark that pursuant to the preamble of Directive
89/104, the key objective to protect the trade mark is, in particular,
pointing out the commercial background of goods. The doctrine states
that "designation of the origin" by means of the mark might be split
into four elements. Firstly, the trade mark has to identify the origin of
goods or services, it is provided for. Therefore, it has to allow
consumers or end users for distinguishing goods or services from
goods or services coming from other undertakings. Thirdly, the
distinguishing opportunity needs to bear no risk of confusion.
Eventually, in order to provide designation of the origin, the owner of
the trade mark has to be protected against competitors that intend to
derive undeserved benefits of the status and recognition of such a
trade mark through sales of goods holding an illicit sign.'” The
Advocate General, in his opinion on HAG II casezo, indicated the
warranty of product origin, as a basic function of trade marks. Within
this function, the trade mark manifests reliability of its product source
and guarantees the product identity. The trade mark provides its
customers with the liability borne by the holder for a particular
products and, simultaneously, guarantees that products marked with it
probably characterize with the same features. Thus, the trade mark
means the product itself and not only the source thereof. Being the
product identity mark, it identifies the product the holder of the trade
mark liable for, and informs on distinguishing properties of this
product. Therefore, the trade mark has concurrently identification and
communication functions with respect to the product. It is to be
stressed that the trade mark is a mean of communication. Thanks to
the trade mark, consumers gain information not only on the product
origin but also many other information. Consequently, a possibility of

' Case C-206/01 Arsenal Football Club [2002] ECR 1-10273.

7 Opinion of Advocate General Ruiz-Jarabo Colomer in Case C-206/01
Arsenal Football Club [2002] ECR 1-10273, 10275, delivered on 13 June
2002.

' Davis, J.: To Protect or Serve ? European Trade Mark Law and the Decline
of the Public Interest, European Intellectual Property Review 4/2003, p. 185.

' Simon, I.: How Does ,,Essential Function” Doctrine Drive European Trade
Mark Law ?, International Review of Intellectual Property and Competition
Law 4/2005, p. 402.

%% Case C-10/89 HAG II, Rec. p. I-3711.
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labeling the products with trade marks enables to spread information
thereon. Furthermore, the trade mark my pass the same information
regardless of differences in languages used in particular Member
States.

Undoubtedly, the trade mark law is a crucial component of the
undisturbed competition system, that shall be introduced and
maintained, which is considered one of the goals in the EEC Treaty.
This system stipulates that enterprises ought to be given an
opportunity to attire customers owing to high quality of goods and
services they provide, which depends on existence of distinguishing
designations allowing for identification.”’

Absolute grounds for refusal of trade mark registration

It is widely accepted that the trade mark may be freely selected. As a
matter of principle, the trade mark may be meant as such a designation
that fulfils jointly two prerequisites: it may be depicted in the form of
graphics, particularly if it refers to the word, picture, letter, digit,
shape of the product or packaging; simultaneously, such a sign allows
for distinguishing goods or services of a certain undertaking from
goods or services of other undertakings. Ipso facto, one may refuse to
protect a submitted designation solely if strictly defined by the
applicable laws. Therefore these special provisions stipulating
obstacles in registration of the trade mark - as an exception from the
principle of free trade mark selection - shall be construed strictly.

Provisions of Directive no. 89/104 and therefore Directive no.
2008/95, set out grounds for refusal of registration of the trade mark.
Analogous hindrances has been included in the Regulation no. 40/94,
as well as in binding Regulation no. 207/2009. Both the doctrine and
the judicial practice commonly approves the division in the trade mark
registration, splitting it into absolute and relative.”” In principle,
absolute grounds are always subject to the examination carried out by
patent offices. On the other hand, examining relative grounds ex
officio is rather recognized as an exception but the rule in legal
applications of particular Member States. Nevertheless, no matter
whether absolute grounds are examined ex officio or not, patent

*! See: particularly judgements of the Court in Case C-10/89 HAG II, Rec.
p- I-3711, par. 13, and Case C-206/01 Arsenal Football Club [2002]
ECR I-10273, par. 47.

** Relative grounds stand for situations when filed trade mark is identical
with an earlier trade mark, and the goods or services for which the trade mark
is applied for or is registered are identical with the goods or services for
which the earlier trade mark is protected. Moreover, one of the most often
relative grounds is the case when 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; the likelihood of confusion includes the likelihood of
association with the earlier trade mark.
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offices primarily carry out survey on the filed trade mark in terms of
absolute grounds. Once they have confirmed that the trade mark is
free from absolute grounds in the registration process, the trade mark
application is examined in terms of relative obstacles.

The most important absolute grounds for refusal of trade mark
registration has been set out in provisions of Article 3 Directive no.
2008/95. Pursuant to the aforesaid provision, the following shall not
be registered or, if registered, shall be liable to be declared invalid: a)
signs which cannot constitute a trade mark; b) trade marks which are
devoid of any distinctive character; c) trade marks which consist
exclusively of signs or indications which may serve, in trade, to
designate the kind, quality, quantity, intended purpose, value,
geographical origin, or the time of production of the goods or of
rendering of the service, or other characteristics of the goods ; d) trade
marks which consist exclusively of signs or indications which have
become customary in the current language or in the bona fide and
established practices of the trade; e) signs which consist exclusively
of: (i) the shape which results from the nature of the goods
themselves, or (ii) the shape of goods which is necessary to obtain a
technical result, or (iii) the shape which gives substantial value to the
goods. Moreover, trade marks which are contrary to public policy or
to accepted principles of morality shall not be registered. In addition,
provisions of Directive no. 2008/95 comprise and indication of other
absolute obstacles. However, it seems that the most frequent ones are
in practice those absolute registration obstacles that have been set out
in Art. 3(1)(b) - (d) of Directive no. 2008/95. Among the latter, the
most common cases of refusal of the trade mark registration relates to
those that are descriptive signs. It refers to the grounds of registration
refusal that has been specified in Art. 3(1)(c) of Directive 2008/95.
The equivalent of this provision is Art. 7(1)(c) of the Regulation no.
207/2009.

Furthermore, from the perspective of free movement of goods, the
most substantial factors are exactly obstacles set out in Art. 3(1)(b) -
(d) of Directive no. 2008/95. These provisions are supposed not to
allow for granting of an exclusive right to signs that, as matter of
principle, shall remain public. Each and every person shall hold the
right to mark goods with signs that indicate solely the kind, quality,
quantity, intended purpose, value, geographical origin, or the time of
production of the goods. This type of designation ought to remain at
the disposal of all the trading entities.

If, in relation to the designation, there is no ground for refusal set out
in the provisions of Directive, referred to hereinabove, the
designation, as a matter of principle, shall be of distinctive character.
Distinctive character is the most essential prerequisite of the
registration capacity as far as the trade mark is concerned. Actually, if
the designation lacks sufficient distinctive features, the trade mark
may not exercise its functions in the trading environment. It is to be
emphasized that each of the aforesaid registration obstacles is of
autonomous manner. Each of those prerequisites may actually
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constitute and independent basis for refusal of providing protection to
the trade mark.

Trade marks which are devoid of any distinctive character

Pursuant to provisions of Art. 3(1)(b) of Directive no. 2008/95 the
trade marks which are devoid of any distinctive character shall not be
registered or, if registered, shall be liable to be declared invalid.

As for freedom of description of goods, it is worth remarking the
issues related to registration of colors as trade marks. Entrepreneurs
generally intend to describe their goods using color, too. Patent
offices, in principle, promote a restrictive viewpoint on granting of
exclusive rights to this kind of signs.

In one of the judgements, the Court of Justice claimed that the color
per se, not spatially limited, may, in respect of certain goods and
services, have a distinctive character within the meaning of Art.
3(1)(b) of Directive. Yet, all the latter shall be true provided that, inter
alia, this color may be represented graphically in a way that is clear,
precise, self-contained, easily accessible, intelligible, durable and
objective.” Simultaneously, the Court of Justice highlighted that in
the course of examination regarding distinctive capacity of the trade
mark meant as color, it is necessary to take into consideration the
public interest. This interest the number of shades available for the
entrepreneur's competitors shall not be unfairly limited. At the same
time, the Court of Justice underlined that a color per se may acquire a
distinctive capacity within the meaning of Art. 3(1)(b) of the
Directive, provided that the mark is capable of identifying goods or
services for which registration is sought as originating from a
particular undertaking and distinguishing these goods or services from
those of other undertakings.

When examining whether the designation can be classified within the
category set out in provisions of Art. 3(1)(b) of the Directive 2008/95,
it is to be decided basing on the criterion of perception of an average
consumer of submitted goods or services in regular trading
environment. The average consumer shall be deemed as well-
informed and reasonably observant and circumspect. Such a meaning
of the average consumer has been presented in the judgement of the
European Court of Justice in the case of Gut Springenheide and
Tusky.”* Despite quite thorough determination of features, a model of
the average consumer is not uniform and fixed. This model composes
of numerous interpreting directives that shall be confronted against
circumstances occurring in a particular case.

2 Case C-104/01 Libertel [2003] ECR 1-3793.

** Case C-210/96 Gut Springenheide and Tusky [1998] ECR 1-4657.
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Simultaneously, the Court issued several key interpreting guidelines
referring to the aforesaid regulation. Some of the fundamental
principles have been briefly presented below.

The rule of non-distinctiveness of the sign

The protective right shall not be granted to the trade mark in the form
of substantially non-distinctive designation. A substantial non-
distinctiveness shall be meant as its incapability of distinguishing
goods or services for which trade mark has been filed. In the judgment
rendered in the case of INVESTORWORLDZS, the Court of First
Instance stated that the distinctive character shall be assessed solely in
relation to goods or services, with reference to which the trade mark
has been filed.

The rule of apparent non-distinctiveness

The sign is considered non-distinctive only if it is apparently
incapable of distinguishing submitted goods or services. Therefore, for
the registration procedure, a minimum degree of distinctiveness is
sufficient. For instance, the rule, referred to hereinabove, shall be
valid as confirmed by the Court of First Instance (hereinafter referred
to as CFI) in case of EUROCOOL.” The trademark EUROCOOL has
been filed for designation, inter alia, services related to storing and
keeping goods, including in particular, chilled and frozen products
(class 39) and planning logistic systems, especially for the transport
and storage of chilled and frozen products (class 42). The Court
emphasized that a minimum of distinctive character suffices to receive
protection for a particular mark. When examining distinctive capacity
of the aforesaid trade mark, CFI remarked that the term EUROCOOQOL
can be easily and instantly memorized by a targeted public as a
distinctive sign.

Non-distinctiveness of the sign as a whole

All assessments of non-distinctiveness shall be carried out in relation
to the sign as a whole. It results from the fact that in a regular trading
environment, consumers do not analyze details of designations, yet
they perceive them as a whole. The aforementioned rule has been

% Case T-360/99 Community Concepts v OHIM (Investorworld) [2000] ECR
I1-3545. The said rule has also been acknowledged, inter alia, in the
judgement issued by CFI on the word trade mark COMPANYLINE. As for
this case CFI stated that the distinctive character may be examined only in
relation to goods or services, for the purpose of which the mark has been
filed (judgement of CFI in Case T-19/99 DKV v OHIM (COMPANYLINE)
[2000] ECR II-1).

% Case T-34/00 Eurocool Logistik v OHIM (EUROCOOL) [2002] ECR
11-683.
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expressed, inter alia, in the sentence in the cases of SABEL27, as well
as Lloyd Schuhfabrik Meyer®.

Descriptive trade marks

Pursuant to Art. 3(1)(c) of the Directive no. 2008/95 trade marks
which consist exclusively of signs or indications which may serve, in
trade, to designate the kind, quality, quantity, intended purpose, value,
geographical origin, or the time of production of the goods or of
rendering of the service, or other characteristics of the goods or
services, shall not be registered or, if registered, shall be liable to be
declared invalid.

When examining whether the sign is descriptive, it is necessary to take
into consideration the public interest of the trading participants, which
is meant as uninterrupted access to all designations informing about
the name or properties of goods or services. Similarly to sign
categories, referred to in Art. 3(1)(b) of the Directive no. 2008/95,
also this case can be supported with several key interpreting
guidelines launched by the Court. It seems that this obstacle is the
most essential in terms of freedom of communications. Actually,
granting an exclusive right to the trade mark may cause that the
authorized entity shall be entitled to prohibit other trading participants
to use designations including general information.

Descriptive trade marks shall be deemed merely those that compose
exclusively of descriptive signs. On of the judgements of the
European Court of Justice highlights that, in compliance with Art.
7(1)(c) of the Regulation no. 89/104, descriptive signs shall be meant
signs that might be applied to describe properties of goods or services
they have been provided for. In effect, the trade mark registration shall
be refused basing upon the latter only if at least one of the possible
meanings of the sign indicates properties of goods or services they
have been provided for.”

The rule of current descriptiveness

The prohibition of granting protective rights to descriptive trade marks
refers barely to the signs composing of signs that might be applied in
trading to describe goods or services. The subject of the
aforementioned ban is trade marks that consists of designations which
are currently useful in trading for the purpose of such a description.
This is, so called, the rule of current descriptiveness.

T Case C-251/95 SABEL [1997] ECR 1-6191.
¥ Case C-342/97 Lloyd Schuhfabrik Meyer [1999] ECR I-3819.

¥ Case C-191/01 P OHIM v Wrigley [2003] ECR 1-12447.
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As a matter of principle, it shall not be deemed that the descriptive
sign is the one that has been applied to describe goods or services and
is currently out of use. Furthermore, is not allowed to recognize signs
as descriptive, that hold descriptive properties which are solely
expected in various theoretical market forecasts. The aforesaid
principle shall also be applied in relation to such designations that
may serve as description of goods or services in future, yet only in the
event if special, extraordinary circumstances have occurred. In
addition, the descriptive character shall not be attached to signs that,
admittedly, depict some features of goods or services, however
submitted goods or services fail to hold such properties and currently
is not likely to happen.

The prerequisite of current descriptiveness of the sign may not be
interpreted that the discussed prohibition refers merely to trade marks
composing of designations that are currently applied to depict goods
or services. The said provision shall be associated with the signs that
do not only describe, yet may serve as a descriptive factor in the days
to come. However, it is to be noticed that in the second case, the
forecast-like assessments shall occur. Yet, these forecasts have to be
derived from transparent conclusions that are justified with the market
conditions.

The validity of the aforesaid rule has been acknowledged by the Court
of Justice in the case of Windsurfing Chiemsee.”® The European Court
of Justice declared that the prohibition of registration of descriptive
trade marks set out in Art. 3(1)(c) of the Directive, shall comprise
signs indicating geographical location that are currently associated
with submitted goods or services by relevant public as well as
geographical signs that are likely to be used by undertakings as a
indication of geographical origin of such goods or services in the
future. When considering the latter situation, the European Court of
Justice ascertained that it is indispensable to evaluate whether it shall
be reasonable to establish that the geographical designation remains
useful to indicate the geographical origin of submitted goods or
services. The evaluation shall be particularly focus on particular
consideration should be given to the degree of familiarity amongst the
relevant class of persons with the geographical name in question, with
the characteristics of the place designated by that name, and with the
category of goods concerned. Apparently, the European Court of
Justice remarked that the aforesaid ban referred also to the
designations that could have been used for this purpose in the future.
However, it has explicitly noticed that the forecast had to be justified
with reasonable circumstances based on the current trading
conditions.” Moreover, the Court also expressed the importance of

%% Joined Cases C-108/97 and C-109/97 Windsurfing Chiemsee [1999] ECR
1-2779.

' The Court also stated that "the application of Article 3(1 )(c) of the

Directive does not depend on there being a real, current or serious need to
leave a sign or indication free ('Freihaltebediirfnis') under German case-law ".
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keeping the geographical name available for use by other
undertakings. In my opinion, this is also the way of protection
freedom of goods description.

The rule of definite descriptiveness

The rule of definite descriptiveness means that protective rights to
trade marks shall not be granted in relation to signs composing of
definite description. Such designations include those that are
necessary to describe submitted, and thus definite, goods or services. ™
Therefore, the prohibition to grant protective rights to descriptive
trade marks shall not be justified with usefulness of a particular sign
for description differing from the one of submitted goods or services.
Accordingly, the aforesaid ban shall not refer to designations that are
solely of descriptive character in terms of similar goods or services.
The definite descriptive signs shall be solely such designations that are
indispensable to depict particular features of submitted, goods or
services.

The Court's judgement in the Case C-383/99 P Procter & Gamble v
OHIM?™ affirmed that the possible descriptive character of the sign
ought to be determined not on a basis of particular words that
contribute thereto, yet for the whole phrase. Each noticeable deviation
in the phrase wording from phrases that are commonly accepted in the
language practice applied in description of goods and services, the
mark has been provided for, defines such a phrase as the one that
holds a distinctive feature. In effect, the European Court of Justice
stated that trade mark BABY DRIVE may be protected. Therefore, if
the sign, as a whole, in spite of the fact that it consists of descriptive
elements, is genuine, unique in trading, it might be granted with
protective rights.

The rule of direct descriptiveness

According to rule of direct descriptiveness, it shall be deemed that
only the signs that feature direct description of submitted goods or
services are necessary to describe thereof.*® Direct description
designations shall be meant the signs that hold an explicit and direct
indication of properties of submitted goods and services.” That is why
prohibition to grant protection to descriptive trade marks shall not

> Wiodarczyk, W.: Zdolno$¢ odrézniajaca znaku towarowego, Lublin:
Oficyna Wydawnicza Verba, 2001, p. 174.

3 Case C-383/99 P Procter & Gamble v OHIM [2001] ECR I-6251.

** Wiodarczyk, W.: Zdolno$é odrézniajaca. .., p. 179.

» The similar judgments was issued by Court of First Instance in Case
T-358/00 DaimlerChrysler v OHIM (TRUCKCARD) [2002] ECR 1I-1993

and in the Case T-356/00 DaimlerChrysler v OHIM (CARCARD) [2002]
ECR II-1963,.
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refer to the signs of indirectly descriptive character as for the
submitted goods and services.

In the aforementioned judgment concerning trade mark BABY-
DRIVE™, the European Court of Justice stated that descriptive signs,
within the meaning of Art. 7(1)(c) of the Regulation, shall be the signs
that from the perspective of an average consumer, in a language
routine, describe relevant goods or services in a direct manner or
describe them indirectly through indication of its core features or
properties. Moreover, according to the Court, registration of the trade
mark shall be excluded in terms of its descriptiveness, only if the
relevant sign, except for descriptive components, within the meaning
referred to hereinabove, holds no other elements, designations or
elements, and simultaneously those descriptive components have not
been arranged so that the sign, as a whole, despite its descriptive
components, does not distinguish goods or services that have been
submitted in relation thereto.

The trading criterion

Assesment of descriptiveness shall be conducted taking into
consideration circumstances related to its use in regular trading
conditions.”” An essential factor, which ought to be recognized, is kind
of descriptive designations, general impression a particular sign makes
within the entire trade mark, the nature of submitted goods or services,
typical distribution and sales conditions, degree of interest among
potential buyers as well as other relevant elements that result from the
protective right granted to a certain trade mark. All the assessments
shall be carried out on a basis of particular cases. Yet, in the course of
decision-making, criteria the evaluation has been based upon shall be
defined through an unambiguous determination of the examined
circumstances.

In one of the judgements, the CFI has examined registration capacity
of the word trade mark LOOKS LIKE GRASS... FEELS LIKE
GRASS... PLAYS LIKE GRASS.* The Court highlighted that the
slogans with the information content that is widely available and
trivial, and its interpretation is simple, hold no distinctive capacity, if
they have been used or might have been used by the competitors in the
regular trading. The aforesaid sign is the slogan of this kind. In spite
of the applicant's opinion, it holds neither poetic character nor rhyme.
In consequence, the consumers shall not consider it an indication of
origin source of goods, but actually it shall be merely a simple
advertising slogan, and therefore must not be protected.

%% Case C-383/99 P Procter & Gamble v OHIM [2001] ECR I-6251.

7 Wtodarczyk, W.: Zdolno$é odrézniajaca. .., p. 182.

¥ Case T-216/02 Fieldturf v OHIM (LOOKS LIKE GRASS... FEELS LIKE
GRASS... PLAYS LIKE GRASS) [2004] ECR 1I-1023.
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As a result, when examining whether the sign holds distinctive
capacity, it is necessary to take into account the interest of trade
participants that is expressed through a free access to any designations
notifying on the name or features of goods or services.

Assesment of the trade mark as a whole

When examining the trade mark in terms of descriptiveness, it ought
to be assessed as a whole. Thus, evaluations shall not be limited to
some components of the surveyed mark. Particular elements of the
sign are significant, if their assesment eventually leads to appraisal of
the mark as some sort of integral parts.

The aforesaid principle has been proved in judgements of the
European Court of Justice. In the case of SABEL® the Court has
unequivocally underlined that the trade mark has to be evaluated as a
whole in the assessments carried out under Art. 4(1)(b) of Directive. It
results from the fact that average consumers perceive the trade marks
as a whole and do not analyze its particular components”.

When interpreting absolute grounds for refusal of trade mark
registration, the Court referred to the public interest. In one of its
sentences, it stated that while evaluating refusal grounds for
registration, specified in
Art. 3(1)(c) of Directive, in a particular case, the public interest shall
be taken into consideration. The thing is that all 3D shapes of products
that compose barely of signs and designations and may be applied to
mark features of goods or services should be available in public and
cannot be registered. The exception is the situation when provisions of
Art. 3(3) of Directive, may be applied, i.e. when a given mark shall
acquire a secondary meaning.

Trade marks that solely consist of signs or indications, which have
been introduced to the everyday language or are commonly used in
fair and well-grounded trade practices.

Another obstacle for trade mark registration has been imposed through
provisions of Art. 3(1)(d) of Directive. It stipulates that trade marks,
which consist exclusively of signs or indications which have become
customary in the current language or in the bona fide and established
practices of the trade, shall not be registered or, if registered, shall be
liable to be declared invalid.

In one of the sentences of The Court of First Instance it has been
stressed that provisions of Art. 7(1)(d) of Regulation no. 40/94, that is
equivalent Art. 3(1)(d) of Directive no. 89/104, shall be interpreted so
that it is considered a hindrance in trade mark registration only if signs

3 Case C-251/95 SABEL [1997] ECR 1-6191.

%0 Joined Cases C-53/01 to C-55/01 Linde and Others [2003] ECR I-3161.
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or indications, the trade mark solely consists of, have become
customary in the current language or in the bona fide and established
practices of the trade referring to designations of goods or services, in
relation to which the registration has been applied for."'

Simultaneously, the Court sentenced that despite evaluation criteria
referring to the distinctive character are the same for all kind of trade
marks, it may appear that, in the process of application of these
criteria, perception of these marks by relevant consumers may differ
for each type and therefore it may turn out to be more difficult to
indicate the distinctive character of some kinds of trade marks as
compared to others.*

3. CONCLUSION

It is worth highlighting that the Member States were obliged to
implement provisions of Art. 3 of Directive 2008/95. And therefore
the EU legislator decided that uniformity in application of, so called,
absolute grounds of refusal of trade mark registration is of such
importance that it should imply an obligatory harmonization of
regulations within the discussed area in all EU Member States. It
seems that one of the reasons of an obligatory harmonization of
national laws in this area was, inter alia, an intention to provide
freedom of description of goods.

A proper interpretation of obstacles in trade mark registration shall
serve as a support to freedom of communication in terms of
description of goods. Most of all, regulations that disturb registration
of descriptive signs are meant to protect freedom of description of
goods within the EU. Owing to that it is possible, among other things,
to implement free movement of goods. Supposedly, if one entity was
granted an exclusive right for descriptive sign, it would be easily able
to cease free movement of goods, referring to the exclusive right it
held.

Simultaneously, it is worth noticing that provisions of Art. 6 (1) (b) of
Directive 2008/95 clearly limit the effect of the trade mark
registration. Pursuant to the said paragraph, the proprietor shall not be
entitled to prohibit a third party from using in the course of trade
indications concerning the kind, quality, quantity, intended purpose,
value, geographical origin, the time of production of goods or of
rendering of the service, or other characteristics of goods or services.

! Case T-322/03 Telefon & Buch v OHIM- Herold Business Data (WEISSE
SEITEN) [2006] ECR II-835; see also analogous judgements Case C-517/99
Merz & Krell [2001] ECR 1-6959, par. 31, and Case T-237/01 Alcon v
OHIM- Dr. Robert Winzer Pharma (BSS) [2003] ECR 1I-411, par. 37.

2 See Joined Cases C-456/01 P and C-457/01 P Henkel v OHIM [2004] ECR
1-5089.
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This regulation is meant to protect against cases when the party
authorized to the trade mark, invoking its exclusive right, would like
to prohibit other trade participants from using descriptive indications.
It seems to be essential due to the fact that many trade participants
desire to obtain exclusivity for using descriptive indications in their
operations. Exclusivity of using this type of signs means marketing
attractiveness. Descriptive indications can easily be addressed to the
consumers as compared to imaginative signs. Furthermore, it is easier
to promote this kind of indications. Therefore, it is so essential to
apply properly absolute grounds for refusal of trade mark registration.
Inappropriate use of the aforesaid regulations may apparently interfere
freedom of description of goods thus affecting negatively free
movement of goods.
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Abstract in original language

Kyberneticka bezpecnost je dnes velice intenzivné pojedndvdna jak na
urovni jednotlivych soukromych spole¢nosti, tak i na drovni statni
spravy a mezinarodniho spoleCenstvi. Technologie pouZivané pfi
zajistovani kybernetické bezpecnosti jsou Ccasto pieshrani¢niho
puvodu, coz s sebou nese nejenom problematiku bezpecnostnich
zajmu, ale i soucasného pravniho stavu, kdy se Casto jednd o zboZzi
dvojiho uZiti.
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Zbozi dvojiho wuziti, kybernetickd bezpecnost, Natizeni 428/2009,
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Abstract

Cyber security is very extensively approached within the private
companies, state administration and the international community.
Technology used to ensure cyber security often origins abroad, which
does not only bring to light the security issues. It also contains the
legal issues, given the nature of the technology, which is often
considered the dual-use goods.

Key words

Dual-use goods, cyber security, Regulation 428/2009, Cypherpunk

1. INTRODUCTION

Given the amount of money pouring into the cyber security sector in
various countries throughout the world and on the military, corporate
and governmental level, the cyber security most certainly became
something of a buzzword. Legislation is being prepared” or is entering
into force,” policy analysis are appearing by various subjects,
directives are being proposed within the EU and literally everyone
gets obsessed with the information and its protection. And all this is
happening at the time when most of the internet users are willing to

! Piispévek je vystupem projektu specifického vyzkumu Pravo a technologie
II, reg. ¢. MUNI/A/0918/2013.

* Such is the case of the Czech Republic.

? In Hungary.
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exchange their personal data for discount in local convenience store
and the mass surveillance is reaching previously unimaginable
proportions. This is the unveiled reality of today’s internet.

One of the ways to protect data is the encryption. When the possession
started to shape within the mankind, it became clear that one does
need to protect competitive resources from the others. Doors, locks,
vaults etc. emerged in time. Just a while ago, given the history of
mankind, the most valuable assets went digital. And as the encryption
served in history to protect information from the enemy, today it
serves to protect information from the competitors or enemies on the
state level. It can be used as a both civilian and military technology
and as such is rightfully subjected to the dual-use regime. This paper
aims to sketch and briefly introduce the ratio behind this state. It
explains the nature of the security and cyber security and the role of
encryption in it. It also describes the regime of encryption in the post-
World War II era when string norms and policies were imposed. In
fact so strict it swung the goal of legislation from protecting the
country towards limiting its citizens. In the European Union the
situation never was so dramatic, but the encryption is still subjected to
the dual-use goods legislation.

2. SECURITY ESSENTIALS

A lot of different definitions and concepts of security can be found in
the literature or various policy defining documents. These often do
copy the development on the field of international relations* and
therefore certain tendencies to forget the term “security” is
multidisciplinary phenomenon can be seen. It is not the domain of
international relations, but also other social sciences and of course
engineering and information technology. Definitions usually vary as
to define the security as a desirable state or as a characteristic.

The Czech security terminology depicts security in this manner as
consisting out of two equally important elements: (I) Security is the
state of affairs when possible threats to object and its interest are
limited to the minimal possible level; and cumulatively (II) Security is
the state of affairs when object is adequately equipped with particular
set of tools allowing it to efficiently moderate or eliminate possible
threats. ° The first element is the negative limitation of security while
the other one presents the positive limitation. The Czech dictionary of
cyber security depicts security as a characteristic of the object which

4 WAISOVA, Sirka. Bezpe¢nost: vyvoj a promény konceptu. Plze: Ales
Cenék, 2005. 159 pp. ISBN 8086898210.

5 ZEMAN, Petr (ed.). Ceskd bezpetnostni terminologie: vyklad zakladnich
pojmt [online]. Brno: Masarykova univerzita, Mezindrodni politologicky
ustav, 2002 [cit. 11. 2. 2013]. 186 pp. ISBN 8021030372. Available at:
www.defenceandstrategy.eu/filemanager/files/file.php?file=16048. P. 13.
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determines the level of protection against losses. ¢ This seems to
partially overlap with the general security definition in its part
containing the positive limitation of the term. Both of these definitions
are generally accepted within the Czech terminology.

However, the set presented by the term security contains various
subsets. The term contains (among the most frequent) subsets of the
“inner security” which presents identification and elimination of
threats located or arising from inside the object, and the “outer
security” which presents identification and eliminations of threats
located or arising from outside the object. Subsets of “hard security,”
aiming to mitigate and eliminate military threats, and “soft security,”
aiming to mitigate and eliminate non-military threats, are also present
within the general term of security. ' The cyber security fails to reflect
any of these subsets in its general meaning. The critical infrastructure,
which is generally acknowledged as the target for hypothetical
military operations, is largely in private hands. Also the nature of
attack could not be necessarily obvious on first sight, so the proper
cyber security do have to contain tools to mitigate threats from both
the hard and soft sphere, etc. Cyber security as a subset of security
therefore bears almost the full set of characteristics as the general
security does. The cyber security is therefore usually defined
independently by the CIA triad arising originally from the information
security terminology.® Main difference between the information
security and cyber security therefore lies in the distinction of the
information security being the superior term and containing also the
world outside the cyberspace.” The CIA in this case stands as the

6 JIRASEK, Petr; KNY, Milan (eds.). Vykladovy slovnik kybernetické
bezpecnosti [online]. Praha: Policejni akademie CR & Ceskd pobocka
AFCEA, 2012 [cit. 29. 1. 2013]. 93 pp. ISBN 978-80-7251-378-9. Available
at: www.cybersecurity.cz/data/slovnik_v150.pdf. P. 51.

7 ZEMAN, Petr (ed.). Ceskd bezpe¢nostni terminologie: vyklad zakladnich
pojmt [online]. Brno: Masarykova univerzita, Mezindrodni politologicky
ustav, 2002 [cit. 11. 2. 2013]. 186 pp. ISBN 8021030372. Available at:
www.defenceandstrategy.eu/filemanager/files/file.php?file=16048. P. 13.

8 Certain alternative to the CIA tria dis Parkerian hexad working with six
elements of information: confidentiality, possession / control, integrity,
authenticity, availability and utility. Author is Donn B. Parker who also
criticises CIA triad as insufficient for description of the security assurance
both inside and outside of the information networks. Parkerian hexad
however remains to be of minor importance.

BOSWORTH, Seymour; KABAY, M. E. (eds.). Computer Security

Handbook. 4th Edition. Hoboken: John Wiley & Sons, 2002. 1224 pp. ISBN
0471412589. Pp. 116-136.

9 Please bear in mind that this statement is rather simplified for the purpose
of this paper.
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abbreviation of terms Confidentiality, Integrity and Availability. '
Defining the cyber security as the “State of the Confidentiality,
Integrity and Availability” of the “ability to ensure Confidentiality,
Integrity and Availability” does not make any serious difference.
Although appearing rather exotic on first sight, this concept is well
known in the information security legislation in the Czech Republic''
and also appears in the policies of the European Commission. ' Its
usage is therefore very convenient for its frequent appearance and
rather good understanding.

Confidentiality of the system is (within the understanding of the CIA
triad) bound to the protection of the stored or transmitted data against
the access of non-authorised personnel. "* To ensure confidentiality the
system ought to have the possibility to restrict users from accessing
certain information. This is strongly tied to ability to verify identity of

10 GRAHAM, James; HOWARD, Richard; OLSON, Ryan (eds.). Cyber
Security Essentials. Boca Raton: CRC Press, 2011. 325 pp. ISBN 978-1-
4398-5123-4.P. 1.

11 ,,Every information system shall have prepared a security policy since the
initial phase. Security policy of information system consists of norms, rules
and procedure describing ways to ensure onfidentiality, integrity and
availability of confidential information and liability of the user for his
operations within the system.*

Vyhlaska Narodniho bezpecnostniho trfadu ¢. 56/1999 Sb., o
zajisténi bezpec¢nosti informacnich systémt naklddajicich s utajovanymi
skuteCnostmi, provadéni jejich certifikace a naleZitostech certifikatu. In:
CODEXIS [legal information sysem]. Atlas Consulting [accessed 10. 11.
2013].

»Security of the information and communication systems consists of the set
of measures aiming to ensure the confidentiality, integrity and availability of
the confidential information contained within the system (...)[.]*

Zakon ¢. 412/2005 Sb., o ochrané utajovanych informaci a o
bezpecnostni zpusobilosti, ve znéni pozdéjSich predpist. In: CODEXIS
[pravni informacni systém]. Atlas Consulting [accessed 10. 11. 2013].

12 , Network and information security can thus be understood as the ability of
a network or an information system to resist, at a given level of confidence,
accidental events or malicious actions that compromise the availability,
authenticity, integrity and confidentiality of stored or transmitted data and the
related services offered by or accessible via these networks and systems.

Comm(2001)298, Network and Information Security: Proposal for
European Policy Approach. In: EUR-lex [legal information system].
Publications Office of the European Union [accessed 10. 11. 2013].
Available at: http://eur-lex.europa.eu/. P. 5.

13 GRAHAM, James; HOWARD, Richard; OLSON, Ryan (eds.). Cyber

Security Essentials. Boca Raton: CRC Press, 2011. 325 pp. ISBN 978-1-
4398-5123-4.P. 4.
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users and determine whether particular user shall or shall not have
access to the information. Authentication and authorisation therefore
presents inherent part of confidentiality of any system. The simplest
possible way to ensure the confidentiality would be to have perfectly
secure machine (disconnected from the internet) which could be
physically accessed only by certain (authorised and authenticated)
personnel. If the information was about to leave such a machine, even
for legitimate purpose, it requires to be encrypted. Encryption
therefore presents one of the crucial means to ensure the security of
information, being it outside of cyberspace or within it.

To briefly finish the overview of the CIA triad — Integrity requires
system to prevent any change of information to go unnoticed and
Availability requires the system to be available to its rightful users.
For this paper the Confidentiality is essential, because it is strongly
tied to cryptography subjected to the dual-use legislation.

3. CRYPTOGRAPHY

As mentioned above, cryptography is one of the tools in use to ensure
the information security (and cyber security) through its ability to
ensure the confidentiality of transmitted information. Encryption is the
process of encoding the information in such a way that anyone else
than the eligible receiver (authorised, authenticated) is theoretically
not able to read the information its transmission he successfully
intercepted. Technical aspects of encryption fall outside the scope of
this paper but the general idea remains the same regardless of the
method used, being it symmetric encryption or public key encryption.
Cryptography is being used since the dawn of time, because
information has essential role in the culture, business or warfare.
Importance grew even more recently with society reaching the phase
of information society'* with acknowledged unprecedential rate and
volume of information society uses to maintain and develop itself. In
history the cryptography was used by Spartans'> and Caesar'® and
appeared in the work of one of my favourite writers, Edgar Allan
Poe.'” In the World War II cryptography played significant role in the
war effort and the victory of Allies was reached also thanks to the
decryption of Enigma and Purple."® After the World War II, in year

'* See WEBSTER, Frank. Theories of the Information Society. Third edition.
London: Routledge, 2006. 317 pp. ISBN 0-415-40633-1.

3 More information available at
http://courses.gdeyoung.com/pages.php?cdx=168 [accessed 29. 11. 2013] as
a part of the Gary De Young website depicted to the history of encryption.

o More information available at
http://courses.gdeyoung.com/pages.php?cdx=169 [accessed 29. 11. 2013].

"7 Namely the short story Golden Bug.

'8 Purple is the US codename for Angcki B-kata used by Japanese Foreign
Office.
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1949, two events served as a harbinger of things to come. The paper
Communication Theory of Secrecy Systems by Claude Shannon"’ was
published and it basically started the era of modern cryptography. The
second event was the emergence of the Armed Forces Security
Agency in the USA, which eventually transformed into the National
Security Agency (NSA) in 1952.%° Until the 1970s cryptography was
almost solely domain of the western armies and secret services.
Civilian subjects did not use cryptography and the East struggled with
research — GCHQ®' and NSA therefore possessed the most advanced
cryptography back then. Situation changed in 1970s when the US
government started to encourage individuals and companies to use
cryptography in order to protect their privacy or know-how and other
information used as company assets. Emerging encryption was largely
arising from the government (which in this case meant mainly the
NSA and various military facilities) and both individuals and
companies were concerned about the backdoor possibilities.” In the
1978 the RSA emerged from the civilian sector and this finally gave
society strong and independent tool to protect the privacy. At this
moment the government imposed embargo on cryptography and thus
started the so called Crypto Wars, involving interference into the
academic research etc.

As the reader probably noticed I gradually drafted from the idea of
cryptography being essential for war effort and security toward the
aspect of cryptography concerning privacy. The general idea of
embargoing the cryptography followed the most essential military and
nation security logic — one does not provide potential opponent with
material and technologies that might be used in the future conflict. For
US government was absolutely unthinkable and unacceptable (given
the national security interests and the ongoing Cold War) to provide
countries connected to the USSR with advanced cryptography. Main
reason was not to enhance own information security or to harm the
information security of Eastern bloc, but simply to prevent the
information security of Eastern bloc from further development. US

' SHANNON, Claude. Communication Theory of Secrecy Systems [online].
Bell System Technical Journal [accessed 25. 11. 2013]. Available at

http://netlab.cs.ucla.edu/wiki/files/shannon 1949.pdf.

%% Nicely depicted in documents of the NSA itself. See various chapters of
Crypto Almanach at
http://www.nsa.gov/public_info/_files/crypto_almanac_50th/The_Creation_o
f_NSA_Part_1.pdf,
http://www.nsa.gov/public_info/_files/crypto_almanac_50th/The_Creation_o
f_NSA_Part_2.pdf, and
http://www.nsa.gov/public_info/_files/crypto_almanac_50th/The_Creation_o
f_NSA_Part_3.pdf [all accessed 29. 11. 2013]

*! Government Communications Headquarters, UK.

*? Intentional undocumented weak spot that might be used to eavesdrop the
communication.
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and its close allies improved own position on the process of
information gathering by not allowing the opponent to use state-of-art
cryptography. This is perfectly legitimate interest and given the
overall political and military background of the Cold War I believe
that these limitations in favour of national security (as a non-
distributive informational right) were proportionate. However the
situation is a bit more complicated, because these strict regulations
also affected the individuals and imposed strong limitations on their
distributive informational rights,” mainly on privacy and on freedom
of speech. Prioritisation of the non-distributive rights (security) over
distributive rights (privacy, speech etc.) never reached the extent of
communist countries at that time,”* but it was enough to create tension
and to cause emergence of the cypherpunk movement. > Governments
and security services have resources to monitor even the huge amount
of communication occurring, as evidenced by the recent and ongoing
PRISM affair and the less encrypted the communication is, the more
information can be gathered this way. Embargo on encryption
therefore affected the privacy and was not solely aimed toward the
state-actors of any possible actual or hypothetical conflict. Any use of
backdoors in cryptography massively (and I believe in most cases
disproportionately) collides with right to privacy. Limitations imposed
on research also collide with the freedom of speech (more precisely its
subset of freedom of research).

Tendencies to use the encryption to spy on own citizens graduated in
the 1990s when the NSA tried to present the so called clipper key or
the idea to escrow keys to encryption used by corporate sector or
individual citizens to ease the access for the purpose of national
security or the law enforcement. Crypto Wars were claimed victorious
in favour of the privacy on 25th May 2005 when provision of the UK
Electronic Communications Act allowing creation of the register for
encryption lapsed. In the US, the cryptography is still listed within the
United States Munitions Lists as the Auxiliary Military Technology,

» POLCAK, Radim. Internet a promény prava. Praha: Auditorium, 2012, 388
pp- ISBN 978-80-87284-22-3. Pp. 326-327. The most serious problem of the
informational self-determination is its relative instability in time. I this
constantly emerging and re-shaping komplex of distributive informational
rights. Its scope varies with the technology in use. Recently we can say that it
contains the freedom of speech and freedom of research, protection of
privacy, personality and right to lead socially active life, right to access
education, proection of personal data and the right to public sector
information.

* As depicted in BOBEK, Michal; MOLEK, Pavel; SIMICEK, Vojtéch
(eds.). Komunistické pravo v Ceskoslovensku: Kapitoly z dé&jin bezpravi.
Brno: Masarykova univerzita, Mezindrodni politologicky dstav, 2009. 1005 s.
ISBN 9788021048447. Pp. 330-363.

25 See LEVY, Steven. Crypto : How the Code Rebels Beat the Government
Saving Privacy in the Digital Age. Penguin, 2002. 368 pp. ISBN 978-
0140244328.
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but the commercial encryption was removed from this list by the
Executive order 13026 in 1996.

Today the encryption is part of many proprietary of open software and
is being widely and gradually used by companies and citizens. At the
dawn of the post-PRISM era it seems to gradually grow in importance.
However the sensitive issue of the cryptography being used by
military is not yet over and this aspect is regulated within the dual-use
legislation. This is much more proportionate over the old approach
and does not impose unnecessary limitations to the distributive
informational rights.

4. DUAL-USE GOODS

As mentioned above, the general idea is not to provide potential
enemy with any weapons (or military technology in general). The dual
use goes in its philosophy one step further in order to more precisely
reflect the technological reality. It is not necessary to provide the
enemy with completed weapons in order to enhance the treat. It is
sufficient to provide him with the particular part he is unable to
manufacture. And because multiple civilian technologies can be
slightly (or not at all) modified to serve military purpose, these
technologies need to be subjected to certain special regime of trade, so
called dual-use goods regime. Legislation within this area contains
documents of both international and national law and of course also
the communitarian law.

The Council Regulation (EC) No 428/2009 of 5 May 2009 setting up a
Community regime for the control of exports, transfer, brokering and
transit of dual-use items is in effect since 27th August 2009 and was
amended by the Regulation (EU) No 1232/2011 of the European
Parliament and of the Council of 16 November 2011 amending
Council Regulation (EC) No 428/2009 setting up a Community
regime for the control of exports, transfer, brokering and transit of
dual-use items. Amendment is in effect since the 7th January 2012.
Category 5, part 2 of the regulation is entitled Information security
and contains the dual-use goods within this field subjected to the
special licensing regime. Although the general ratio behind the
regulation turned into norms allowing countries to stop the export of
certain goods, the provisions applicable to the information security
tools are far from the nature of the law in the time of Crypto Wars.

Norms of the regulation cannot be imposed on products
accompanying their user for the user’s personal use, which is major
improvement compared to the former US legislation. In general the
information security products are effectively removed from the scope
of this regulation if all of the following conditions are met:

Product is generally to the public by being sold, without
restriction, from stock at retail selling points by means of
(I) over-the-counter transactions, (II) mail order
transactions, (III) electronic transactions, or (IV)
telephone call transactions.
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The cryptographic functionality cannot be easily changed
by the user.

Product is designed for installation by the user without
further substantial support by the supplier.

Product details can be accessed and will be provided
upon request to the competent authorities if necessary.

To my knowledge the only authority that further described and
explained these conditions is the Department of Business, Innovation
and Skill in the UK.?® It interpreted the abovementioned conditions
that the retail selling point is a place with readily available
cryptographic items (being it hardware or software). The media
through which the offer or request is communicated is generally
subjected to the own right of these retail selling points. Product is
available without restriction if a product is acquired by paying a
standard fee. Restriction in this context means that no one is in general
excluded from commerce of this product and does not require any
special kind of authorisation of person. Non-changeable cryptographic
functionality means that the manufacturer ensured (not absolutely, but
by reasonably chosen means) that the product can only be used
according to its specification. The category with installation without
further substantial assistance or support by supplier in general
contains mass-market products with helpline (phone or e-mail) set up.
This means that even the B2C and B2B contracts on sale of specific
hardware or software could be subjected to the dual-use license
regime. Therefore, in case of the critical infrastructure modernisation
almost any information security tools fall within the scope of the dual-
use, which further enhances various security and legal issues
connected to it.

5. CONCLUSIONS

As described above encryption is valuable tool to protect the
confidentiality of information. It played very important role in warfare
throughout the history and its significance did not change at all. In
fact, as evidenced above, it shifted to being legitimately used in the
civilian sector to help protect corporate interests from competitors and
governments and to help protect citizens from governments and each
other. Information are the most valued assets in the information
society and as such ought to be protected. The strict regime imposed
on encryption in the USA was abandoned and the EU currently
imposes the standard dual-use regime, which is proportionate and does
not limit regular citizens almost at all through the general-use
exception. Encryption did and does play significant role and in the
post-PRISM era I believe it shall become even more important and
widespread.

* This clarification is available at https://www.gov.uk/export-of-
cryptographic-items [accessed 1. 12. 2013].
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Abstract in original language

Prispévek se vénuje ekonomickym sankcim USA a zakonGm, které
opraviiuji vykonnou moc Spojenych stitt k jejich uklddani.
V souvislosti s tim zmitiuje kontroverze, které tyto zdkony vyvolaly
zejména pro jejich extrateritoridlni ucinky a moZné poruSeni prava
WTO. Prispévek zminuje napiiklad Helms-Burtoniv zikon,
massachusetsky zdkon o Barmé& nebo nafizeni prezidenta Obamy
¢. 13645 z ¢ervna roku 2013.

Key words in original language

Ekonomické sankce, zdkony USA, embarga, extrateritoridlni G¢inky,
pravo WTO.

Abstract

The article deals with economic sanctions of the USA and statutes that
authorize the executive branch to impose them. It describes some
controversies, which the statutes induced especially due to their
extraterritorial effects and possible violation of WTO law. The article
mentions for example the Helms-Burton Act, Massachusetts Burma
Law or Executive Order 13645 issued by President Obama in June
2013.

Key words

Economic sanctions, statutes of the United States, embargoes,
extraterritorial effects, WTO law.

1. INTRODUCTION

A state that wishes for its citizens and companies to participate in
international trade might want to direct their business in accordance
with its foreign policy. Still, such state is now fairly limited by
international law, especially international trade regulations such as
WTO law, international treaties or inter-governmental agreements.
Hence, the state should take these rules into account when creating
national laws. The United States is known for their far-reaching
controls on international trade and business transactions. Therefore, its
statutes and controversies, which the statutes caused, will be discussed
in this article.
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2. ECONOMIC SANCTIONS IN GENERAL

Economic sanctions fall under the categories of force and enforcement
in their broader sense’’ and are used as foreign policy tools™. Any
state using them intervenes in the affairs of another state, usually in
order to compel that particular state to change its policy in a certain
area.” It is done so typically as a response to an unlawful act by
another state. That constitutes a so-called reprisal.* Its former more
forceful nature can be demonstrated by the evolution of the meaning
of the term “embargo”. In its original sense, the term embargo covered
“the seizure of ships belonging to the other [s]tate or its nationals’'.
Nowadays, the term refers to a partial or complete ban on export of
goods to certain countries. ™

Economic sanctions in general include any export and import controls
such as embargoes, boycotts (ban on import™) and prohibitions on
property transactions (blocking or freezing of assests)*. However,
they may take form of basically any political and foreign policy
sanctions that impede usual trade relations.”® They play an important
role where politically sensitive products are concerned, mainly those
that can be used for military purposes.™

7 Shaw, M. N.: International Law, 5th Edition, Cambridge: Cambridge
University Press, 2003, 1288 p., ISBN 0521531837. p. 1022.

** Friedland, J. A.: Understanding International Business and Financial
Transactions, 3rd Edition, New Providence, NJ: LexisNexis, 2010, 394 p.,
ISBN 1422486370. [Hereinafter Friedland], p. 172.

2 Cassese, A.: International Law, 2nd Edition, Oxford: Oxford University
Press, 2005, 558 p., ISBN 0199259399. [Hereinafter Cassese], p. 297.

0 Cassese, p. 299.

! Cassese, p. 297.

3 Malenovsky, J.: Mezindrodni privo vefejné : jeho obecna ¢dst a pomér
k jinym pravnim systémum, zvlast¢ k pravu ceskému, Sth Edition, Brno:
Masarykova univerzita, Dopln¢k, 2004, 551 p., ISBN 9788021044746.
[Hereinafter Malenovsky], p. 367.

3 Malenovsky, p. 367.

* Friedland, p. 172.

3 Chow, D. C. K. et al.: International Business Transactions : problems,
cases and materials, New York : Aspen Publishers, 2005, 864 p., ISBN
0735539855. [Hereinafter Chow], p. 131; Friedland, p. 172.

® Chow, p. 131.
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3. ECONOMIC SANCTIONS OF THE UNITED STATES

The United States in particular often imposes economic sanctions
from political and/or foreign policy reasons. It also influences export
and international trade in general by anti-boycott laws, Foreign
Corrupt Practices Act and regulations against economic espionage.”’

The broad set of rules is complicated and intertwined with different
regulatory bodies.” Nevertheless, it always applies to the conduct of
all citizens and residents of the United States, companies based in the
United States, and conduct that takes place in the United States.”
Some rules have also various extraterritorial impacts.*

Economic sanctions in the United States sometimes overlap with
general export controls, which are specifically in the United States
also very complex and far-reaching.”’ While economic sanctions are
often directed more on controls of trading with certain countries or
even persons, export controls are property-based, directed on export
and reexport of goods which are produced in the United States or in its
customs territory.*

In the United States, economic sanctions may be adopted either by
Congress directly in a statute or by the President of the United States
(the executive branch), who must be authorized by a statute.” As an
example of the first group of statutes serves the Cuban Liberty and
Democratic Solidarity (LIBERTAD) Act*, also called Helms-Burton
Act.” From the statutes that authorize the executive branch to impose
sanctions are most renowned the Trading With the Enemy Act®,

7 More on that in Friedland and Chow in relevant chapters.

¥ Friedland, p- 171 = 176; Low, L. A., McGlone, W. M.: Avoiding Problems
Under the Foreign Corrupt Practices Act, U.S. Antiboycott Laws, OFAC
Sanctions, Export Controls, and the Economic Espionage Act in Chow.
[Hereinafter Low, McGlone], p. 133.

3 Low, McGlone, p. 133.

O Low, McGlone, p. 133.

1 Low, McGlone, p. 138.

2 See generally Low, McGlone.

® Friedland, p. 172.

22 U.S.C. §§ 6021-6085, enacted March 12, 1996. In: United States Code
[online]. Office of the Law Revision Counsel [cit. 2. 12. 2013]. Available at:
http://uscode.house.gov/view.xhtml ?path=/prelim @title22/chapter69 A &editi

on=prelim. [Hereinafter the Helms-Burton Act.]

* Friedland, p. 172.
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International Emergency Economic Powers Act (IEEPA)", United
Nations Participation Act® and International Religious Freedom Act
(Wolf-Burton Act)®.*

The United Nations Participation Act authorizes in § 287c the
President to implement Security Council measures, which may
include economic sanctions against targeted country. International
Religious Freedom Act was adopted in order to promote freedom of
religion and provide a tool to confront countries that discriminate or
prosecute their inhabitants due to their religion.”’ Based on this act,
the President may decide to take various actions, including economic
sanctions, directed against a country violating freedom of religion.*
Other statutes mentioned here along with other relating matters will be
further discussed below.

Under the U.S. statutes authorizing the President to impose economic
sanctions, the President is also usually authorized to waive the
sanctions.” For example, under the International Religious Freedom
Act, the President may waive the application of actions taken against

412 U.S.C. § 95a, enacted October 6, 1917. In: United States Code [online].
Office of the Law Revision Counsel [cit. 1. 12. 2013]. Available at:
http://uscode.house.gov/view.xhtml ?req=granuleid: USC-prelim-title12-
section95a&num=0&edition=prelim. [Hereinafter the Trading With the
Enemy Act.]

750 U.S.C. §§1701-1707, enacted October 28, 1977. In: United States Code
[online]. Office of the Law Revision Counsel [cit. 1. 12. 2013]. Available at:
http://uscode.house.gov/view.xhtml?path=/prelim @title50/chapter35&edition
=prelim. [Hereinafter the International Emergency Economic Powers Act.]

* 22 U.S.C. §§ 287-2871, enacted December 20, 1945. In: United States
Code [online]. Office of the Law Revision Counsel [cit. 1. 12. 2013].
Available at:
http://uscode.house.gov/view.xhtml ?path=/prelim @title22/chapter7/subchapt
erl6&edition=prelim. [Hereinafter the United Nations Participation Act.]

22 U.S.C. §§ 6401-6474 enacted October 27, 1998. In: United States Code
[online]. Office of the Law Revision Counsel [cit. 1. 12. 2013]. Available at:
http://uscode.house.gov/view.xhtml?path=/prelim @title22/chapter73&edition
=prelim. [Hereinafter the International Religious Freedom Act.]

>0 See Friedland, p. 172.

>! Religious Freedom: Legislation. In: U.S. Department of State [online]. [cit.
1. 12.2013]. Available at: http://www.state.gov/j/drl/irf/c2132.htm.

52 See International Religious Freedom Act, 22 U.S.C. § 6444 and 6445.

> Friedland, p. 173.
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the targeted country if the violations of religious freedom ceased or if
it is in the important national interest.*

4. THE OFFICE OF FOREGIN ASSETS CONTROL
REGULATIONS

Sanctions against targeted countries imposed under Trading With the
Enemy Act and International Emergency Economic Powers Act are
administered by the Office of Foreign Assets Control (OFAC), one of
the agencies of the U.S. Treasury Department.” The typical OFAC
regulations include not only bans on export, import, financing,
technology transfer, etc., but also blocking orders and asset freezes.™
The agency also maintains list of specific persons, vessels and entities
that are not to be dealt with, similarly as the targeted country to which
they are affiliated.”” These so-called “Specially Designated Nationals”
are deemed to be agents of the particular countries, terrorists, narcotics
dealers, proliferators of weapons of mass destruction and others.”® The
list of targeted countries includes for example Burma, Cuba, Libya,
Iran, Iraq, North Korea, Sudan and Syria.59

5. THE HELMS-BURTON ACT

The Helms-Burton Act is the legal authority for sanctions against
Cuba. However, the act during its existence covered not only embargo
against Cuba, but enabled U.S. citizens to take lawsuits against
foreign persons who benefited from or invested in the property that
was confiscated by Cuba after the Cuban revolution.” Several states
protested against the extraterritorial effect of this statute, including
Canada, Mexico as well as the European Union." The European

4 International Religious Freedom Act, 22 U.S.C. § 6447.

5 Low, McGlone, p. 133.

% Friedland, p- 137; Low, McGlone, p. 134.

37 Friedland, p- 170; Low, McGlone, p. 134.

8 Friedland, p- 170; Low, McGlone, p. 134.

> Sanctions Programs and Country Information. In: U.S. Department of
Treasury : Resource Center [online]. [cit. 1. 12. 2013]. Available at:
http://www.treasury.gov/resource-
center/sanctions/Programs/Pages/Programs.aspx.

 Friedland, p- 172; Helms-Burton Act. In: Market Acess Database [online].
European =~ Commission [cit. 1. 12.  2013].  Available at:
http://madb.europa.eu/madb/barriers_details.htm?barrier_id=960295&versio

n=2. [Hereinafter the EC information on the Helms-Burton Act.]

o Friedland, p. 173.
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Union even commenced WTO dispute settlement procedure in 1996,
alleging that the act is in violation with WTO Agreements, namely
GATT articles I, III, V, XI and XIII, and GATS articles I, III, VI, XVI
and XVIL®” Owing to long-lasting negotiations® between the
European Union and the United States, the European Union did not
continue in the case, mainly based on the fact that the President of the
United States used his right to waive the application of some of the
provisions of the Helms-Burton Act.** The European Union however
still maintains the position that the act violates international law
(international trade regulation)® and adopted Council Regulation No
2271/96%, which should provide protection from the extraterritorial
effect of similar laws in general, with the Helms Burton Act namely
included in the Annex as a statute with such effects. Hence, the act is a
clear example of a conflict between a state executing its sovereign
powers by enacting a statute enforcing its foreign policy and
international trade regulation adhered to by the rest of international
community.

6. THE MASSACHUSETTS BURMA LAW

Another example of such conflict represents the Massachusetts Burma
Law®’. The Commonwealth of Massachusetts adopted a statute aiming
at restricting business with Burma by terminating contracts with

52 The EC information on the Helms-Burton Act; United States — The Cuban
Liberty and Democratic Solidarity Act. In: Disputes Database [online]. The
Secretariat of the World Trade Organization [cit. 1. 12. 2013]. Available at:
http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds38_e.htm; Friedland,
p- 173.

%3 See the EC information on the Helms-Burton Act.
64 po

Friedland, p. 173.
% See the EC information on the Helms-Burton Act.

% Council Regulation (EC) No 2271/96 of 22 November 1996 protecting
against the effects of the extra-territorial application of legislation adopted by
a third country, and actions based thereon or resulting therefrom. /n: EUR-
LEX [legal database]. Publications Office of the European Union [cit. 1. 12.
2013]. Available at: http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31996R2271:EN:HT
ML.

7 An Act Regulating State Contracts with Companies Doing Business with
or in Burma (Myanmar), enacted June 25, 1996, Chapter 130, 1, 1996, Mass.
Acts. 210, codified at Mass. Gen. L. ch. 7. 22G-22M. In: Acts and Resolves
[online]. The State Library of Massachusetts [cit. 1. 12. 2013]. Available at:
http://archives.lib.state.ma.us/actsResolves/1996/1996acts0130.pdf.
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companies trading with Burma.®® Massachusetts wanted to prevent use
of government finances as an indirect support of the regime in
Burma.” In 1997, the European Union challenged the law, similarly
as the Helms-Burton Act, at the WTO, especially based on the
claimed violation of the WTO Agreement on Government
Procurement.”’ Again, the European Union later suspended the case,
this time due to a federal lawsuit against the Massachusetts Burma
Law brought by a coalition of U.S. corporations.”' The case was in its
final stage examined by Supreme Court of the United States, which
held the act unconstitutional in Crosby v. National Foreign Trade
Council”’. The Supreme Court found that the act was preempted by
federal law and also undermines the President’s authority to represent
the United States internationally. However, the Supreme Court did not
expressly address the possible violations of international trade
regulation, apart from summarizing the amount of international
complaints.

7. THE EXECUTIVE ORDER 13645

The fact that question of extraterritoriality of the U. S. sanctions has
not yet been fully resolved, may be demonstrated on the Executive
Order 13645 issued by President Obama in June 2013 under the
International Emergency Economic Powers Act and numerous other
acts.” The executive order, directed against Iran, authorizes sanctions

% The Committee on International Trade: States’ Rights v. International
Trade: The Massachusetts Burma Law [online]. New York City Bar [cit. 1.
12. 2013]. Available at: http://www.nycbar.org/pdf/report/99228%?20-
%?20States %20Rights%20v%?20International %20Trade.pdf.

% Massachusetts Burma Procurement Law Challenged at WTO [online].
Public Citizen [cit. 1. 12. 2013]. Available at:
http://www.citizen.org/trade/article_redirect.cfm?ID=11103. [Hereinafter
Public Citizen.]

7 United States — Measure Affecting Government Procurement. In: Disputes
Database [online]. The Secretariat of the World Trade Organization [cit. 1.
12. 2013]. Available at:
http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds88_e.htm; see also
Public Citizen.

" See Public Citizen.

7* Decision of the Supreme Court of the United States in Crosby v. National
Foreign Trade Council, 530 U.S. 363 (2000). In: Findlaw [online]. [cit. 1. 12.
2013]. Available at:
http://caselaw.lp.findlaw.com/scripts/getcase.pl 7navby=CASE&court=US&v
0l=530&page=363.

7 Executive Order — Authorizing the Implementation of Certain Sanctions

Set Forth in the Iran Freedom and Counter-Proliferation Act of 2012 and
Additional Sanctions with Respect To Iran. In: The White House [online].
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against foreign financial institutions and commercial businesses. It
even enables asset freezes of non-U.S. persons that take actions
enumerated in the order. However, since sanctions against Iran are
generally supported by Canada and the European Union,” it is not
probable that these entities would lodge any complaints against the
extraterritorial effect of the U.S. executive order.

8. CONCLUSION

This article provides a general and not exhaustive introduction into the
topic of the U.S. economic sanctions and should serve as an incentive
for its further exploration. There are several statutes in the United
States that regulate economic sanctions and each of them would
supply enough material for a controversial debate. It should be clear at
this point that the United States tend to connect its foreign (mainly
human rights) policy with its economic policy. That alone often leads
to a criticism, with the usual extraterritorial effects of U.S. sanctions
only adding fuel to the fire. The question whether U.S. sanctions
violate WTO law is yet to be authoritatively resolved. A diplomatic
solution, especially via WTO dispute settlement procedure, could be
convenient, giving the U.S. legislation a boundary that should not be
overstepped.
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Abstract

Due to the integration of the increased business activity of the Russian
Federation economy to foreign countries, it is necessary to make
analysis and harmonization of legislation in the field of intellectual
property. Legal regulation of trademarks is very important in the
framework of trade cooperation. In a modern market economy, the
availability of large quantities of goods and services requires that the
manufacturer find ways to differentiate their products against similar
products of competitors. One of those ways is to use non-conventional
trademarks that are distinguishable by senses other than sight. The
article presents overview of different ways of regulation the non-
conventional trademarks, case studies and possible ways to solve the
gaps in the regulation.
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Non-conventional trademarks, olfactory trademark, EU, Russia,
Madrid System, OHIM

1. INTRODUCTION

Due to the integration of the increased business activity of the Russian
Federation economy to foreign countries, it has been paved the way
for the necessary analysis and harmonization of legislation of different
countries.

Particularly, the issue relates to the legal regalations of the field of
intelectual property. Each country has its own characteristics in the
regulation of such relations. However, there were no clear
mechanisms of international regulation. This situation led to the fact
that the rights registered in one country did not find the defense in
other countries. In its turn it caused numerous violations of intellectual
property rights. In this regard, the need for cooperation between the
countries and the establishment of mechanisms for international
protection of intellectual property became obvious. In 2009, At the
level of the European Union and the Russian Federation was
launched a project named “Approximation of EU and Russian
Federation Intellectual Property Right aspects”' and it had been
implemented by the European Patent Office.

! http://www.rupto.ru/rupto/portal/53fOb1f9-2fb3-11el-351c-
9c8e9921fb2c?lang=en
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Legal regulation of trademarks is very important in the framework of
trade cooperation. Trademark protection in the European Union is
regulated by the following acts: 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.
Also in the European Union there is a special type of trademarks as a
community trade mark, regulated by Council Regulation (EC) No
207/2009 of 26 February 2009 on the Community trade mark, that
allows register a community trade mark, which will have the
protection throughout all countries of the European Union.

According to the article 2 of the Directive 2008/95/EC: “A trade mark
may consist of any signs capable of being represented graphically,
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
undertaking from those of other undertakings.”

Usually, trademarks are visually and graphically recognizable. In a
modern market economy, the availability of large quantities of goods
and services requires that the manufacturer find ways to differentiate
their products against similar products of competitors. One of those
ways is to use non-conventional trademarks that are distinguishable by
senses other than sight.

According to the Madrid System for the International Registration of
Marks®, it is possible to register a trade mark in several countries
where it will be by simply filing one application directly with his own
national or regional trademark office. However, countries have
different approach for the registration of the non-convention
trademarks”.

Trademark under® the Article 1477 of the Russian Federation Civil
Code is a designation that serves to individualize goods of legal
entities and individual entrepreneurs, to which an exclusive right,
approve certificates of trademark. There are the following main types
of trademarks: verbal, visual, dimensional and other signs or

Date of request: 22.09.2013

* The Madrid system for the international registration of marks (the Madrid
system) established in 1891 functions under the Madrid Agreement (1891),
and the Madrid Protocol (1989)

? Non-conventional trademarks, IPro services (India) Pvt. Ltd, 2009

http://www.ipproinc.com/admin/files/upload/4753d4e7e2a6e89536dfae3afod
3097c.pdf

Date of request: 20.09.2013

4 . . . .
«Tovarnie znaki» means “trademarks” in russian
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combinations thereof (Article 1482 of the Civil Code). Thus, the types
of trademarks are not limited. It should be mentioned that in the
worldwide practice the following forms of non-convention trademarks
are gaining popularity: volume, sound, olfactory.

The subject under consideration is a special kind of trademarks like
olfactory.

The basis for the consideration of this example, take the fragrance
products. The manufacturer may register a wide range of rights related
to it:

1) the trademark on the name of the perfume,
2) bottle as industrial design or trademark as the volume and so on.

2.IS IT POSSIBLE TO REGISTER THE SMELL OF
PERFUME PRODUCT?

2.1 EU AND USA

In the United States the first olfactory trademark which was registered
was using for embroidery yarn and described in the application as “a
high impact, fresh floral fragrance reminiscent of plumeria
blossoms»”.

The question arises, how we can pinpoint the smell. For a mere
consumer, it is difficult to distinguish between different flavors. In
addition, different conditions can change the smell of perfume; in this
case it is impossible to check whether the trademark protection is the
smell or something else. When registering olfactory trademarks in the
United States must provide a graphical expression of the bottle and a
description of flavor brand. Experts of United States Patent and
Trademark Office distinguishes cases where the scent is of secondary
importance and is the main source of differences. If the smell - it's the
main difference between the brands and to distinguish the smell of this
product from the same related products, such scent may be registered
as a trade mark®.

The issue of olfactory trademarks has got another solution in the
European Union.

> Re Clarke 17 USPQ 2d 1238 (1990)
® In the US scents may be trademarked if they do not serve a functional
purpose. In 1990 for example a court held that a Californian company could

register a plumeria scent as a trademark for its sewing thread and embroidery
yarn (US Reg. No 1,639,128, subsequently abandoned).

Personal fragrances (e.g. the scent of a perfume) are considered functional -
without separation of the product and the mark - and thus cannot be
registered.
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UK Trade Marks Act of 1994 provided for the possibility of
registering olfactory trade marks. But at the same time, British Patent
Office considers that the smell alone can not be the subject of legal
protection for perfumes. In 1994, the UK was refused registration of
smell trade mark "Chanel No 5" on the grounds that the smell of the
perfume is the good itself. The smell should distinguish one product
from the other products.”. However it is possible to register olfactory
trade marks for goods other then perfume. In the UK were registered
two olfactory trademarks, "floral fragrance, reminiscent of a rose" for
items such as auto tires®, the second - a "strong smell of bitter beer"
for the flights for darts game’. However, the Office for Harmonization
in the EU's Internal Market (OHIM), does not agree with the provision
of this two registrations in the UK'. There is just one positive
example of the registration of the olfactory trademark. It was
registered by Venootschap onder Firma Senta Aromatic Marketing.
The mark related to tennis balls and was identified by the words "the

smell of fresh cut grass"'".

Let us turn to the case law.

In one case, the court found that, in particular, with regard to the
specific subject matter of the dispute - the scent of perfume, it is
impossible to ascertain the matter in dispute, and as a violation of law
on this subject.

The French company “Lancome” filed a lawsuit against the Dutch
“Kecofa”, in which the plaintiff accused the defendant of violating the
scent as a trademark in its perfume , which at a much lower price
resembles the famous fragrance " Trésor ". Lancome lost the case

7 The Registration of Smell Trademarks in Europe: another EU

Harmonisation Challenge
© 2003 Carsten Schaal. All Rights Reserved.

www.inter-lawyer.com/lex-e-scripta/articles/trademarks-registration-smell-
EU.htm date of reguest 25.09.2013

¥ Olfactory trade mark Ne GB 2001416 registered by Sumitomo Rubber Co
? Olfactory trade mark Ne GB 2000234 registered by Unicorn Products

' http://www.wipo.int/wipo_magazine/en/2009/01/article_0003.html

Date of request: 22.09.2013

' OHIM-Decision of the Second Board of Appeal, February, 11th, 1999
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because it is difficult to establish the subject of the violation and prove

- 12
.

Thus, it is difficult to prove scent as a trademark, it is necessary to
carry out the legal protection of perfume under the utility model
patent.

According to the most famous case of Ralf Sieckman v Deutshes
Patent und Markenamt [2002] ECR [-11737 the European Court of
Justice laid down the requirements that enable a trademark to be
graphically represented."” Munich court considered the case of refusal
by the German Patent Office to register the smell as a trademark. The
manufacturer has provided all of the data: the exact chemical formula
to describe the smell of shades, but registration was refused. The
specialists of the Patent Office in Germany justify such a categorical
refusal to EEC Directive'!, which gives a clear definition of the
trademark. According to the Directive trademark is only object
capable graphic display with lines, shapes, and written symbols. The
image used in a trade mark must be easily understandable for ordinary
people. The smell is not included in this category, and therefore
cannot serve as a trademark.

The European Courts of Justice stated that smells cannot be durable as
a smell changes over time. Smells are subjective to every individual.
Also a chemical formula of a smell would not be sufficiently
accessible, clear or precise. Therefore the European Court of Justice
confirmed as a general rule smells cannot be registered as trade marks.
The same was confirmed by the statement of Advocate General D.
Ruiz-Jarabo Colomer on 6 of November 2001".

2.2 RUSSIA AND UKRAINE

The situation related to registration of perfume differs in Russia.
Federal service for intellectual property (Rospatent)'® registered a
square leather tag, which has "a pronounced smell of leather as a trade

12 Lancome v. KecofaLancome Parfums et Beauté et cie S.N.C. v. Kecofa
B.V. Court of Appeals at Den Bosch (C0200726/MA) Decided June 8, pub.
June 21, 2004

" Dr. Ralf Sieckmann vs Deutsches Patent- und Markenamt (case C-273/00,
a judgment of the European Court of Justice issued on December 12, 2002).

' Council Regulation (EC) No 207/2009 of 26 February 2009 on the
Community trade mark

15 Opinion of Advocate General Colomer , Novomber 6, 2011,
' http://www.rupto.ru/rupto/portal/start?lang=en

Date of request: 22.09.2013
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mark'"." In this case, the trademark is used to protect the scent of
perfume.

Trademark registration is regulated by the Rules of compiling, filing
and review of an application for registration of a trademark and
service mark (approved by Rule of Rospatent from 05.03.2003 , Ne
32). The application should contain the description of the registered
designation. Description serves to explain the merits of the claimed
designation, that is to say its identification. In describing the
characteristics of the claimed designation it should be noted: its form
(verbal, visual, volume, sound, etc.), an indication of its constituent
elements, the meaning of symbols in general or its components (parts).
The rules are not clearly regulated the registration of olfactory
trademark, but in the relationship of such specific categories as sound
and light indicated that it was necessary to bring the characteristics of
light symbols ( signals) , their sequence , the glow time and other
features. If for registration as a trade mark is declared sound
indication, then the characteristics of its constituent sound (sound ), or
musical notation , or a chart of frequencies with the application of a
phonogram on audiotape . If for registration as a trade mark is
declared sound (light) designation, then the designation is executed
graphically and as a soundtrack (movies) in the audio (video) tape.
Thus, we can assume that in order to register the olfactory trade mark,
it is necessary to provide the chemical formula of the compound
having the smell of this, his verbal description of the pattern. This sign
is quite difficult to detect, as the perception of smell is extremely
subjective, there is no exact criteria for recognition of smell and lack
of practice with olfactory signs. Also, in the world there is no case of
olfactory trade mark registration in its pure form as the smell of
perfumes. Olfactory registered trademark in Russia consists of a
leather tag with a strong smell of genuine leather.

Let us turn to the analysis of the legislation of Ukraine. Trademarks
are regulated by the Law «On Protection of Rights to Marks for Goods
and Services»'®, which does not provide for the prohibition to register
fragrance as a sign for the goods and services (trade mark). Since,
according to the law provisions: the object of a mark can be any sign
(the sign by which goods and services of one person different from the
goods and services of others), or any combination of signs. The
Ukrainian legislation provides that a trade mark must be capable of
being registered, that is, shall be entered in the State Register and
published in the official gazette "Industrial Property ". Thus,

' http://izvestia.ru/news/531727
Date of request: 20.09.2013
'® http://zakon4.rada.gov.ua/laws/show/3689-12

Date of request: 15.09.2013
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practitioners believe that the registration of the olfactory trade mark in
Ukraine is impossible.

3. CONCLUSION
Possible ways of graphickal representations requirements:

1) The “graphical representation” of scents is possible to solve by
verbal description. However the smell is really subjective category
and cannot really identify and distinguishing one smell or scent from
another.

2) Another way is to describe the smell as a chemical formula. The
chemical formula does not represent the smell of the chemical itself
and that few people would be able to get a sense of the smell based on
its chemical formula.

3) Sample of the scent provided as evidence of the scent in question
may degenerate over a period of time as the chemical composition
may deteriorate. Fragrances component are not stable or durable and
smell can disappear.

4) Image representation of the scent. Graphical representation of
strawberry was refused registration for a scent described as «the smell
of ripe strawberry»'’. It was rejected because the image depicted a
strawberry instead of the smell of a strawberry, and this depiction
could possibly have confused the public.

At the same time the formulae of perfumes and fragrances are most
commonly reserved as trade secrets or may alternatively be protected
through the patents™.

Thus, we can conclude that there are still a lot of questions in the field
of registration of olfactory trademarks. Not all countries register
trademarks of smell, the process of registration is also not uniform.
Such a unique trademarks as olfactory have a really big potential to
represent innovative goods and services. At the same time
contemporary situation requires EU law to be more flexible and
adoptive. The crucial question is to how to fulfill the graphic
representation requirement.

' CTM Application No. 001122118/filing date Mar. 26, 1999

* REGISTERING SCENTS AS COMMUNITY TRADE MARKS,
Stavroula Karapapa

The trademark reporter, Vol. 100 November-December, 2010 No. 6, p.1336
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THE “RECYCLING CONFLICT” OF THE EU
AND THE RUSSIAN FEDERATION IN THE

CONTEXT OF THE WTO
ROMAN RICKA

Masaryk University, Faculty of Law, Czech Republic
Abstract in original language

Ptispévek pfipomind datum 22. srpna 2012, kdy se Ruska federace
pfipojila k Svétové obchodni organizaci a soucasné poukazuje na
problémy, které v kontextu této skutecnosti vznikly. Poskytnut je
struny popis ¢innosti SOO a jejtho mechanismu pro feSeni spord.
Tento je doplnén informacemi o aktudlnim konfliktu mezi dvéma
vyznamnymi ¢leny organizace — Evropskou unif a Ruskou federaci.
Autor nastifiuje, v em spocivd jadro sporu, co Cini tento piipad
,»ZV1aStnim* a jakd se nabizeji vychodiska.

Key words in original language

Svétovd obchodni organizace; Evropskd unie; Ruské federace; orgén
pro feSeni spord; Ujedndni o feSeni sporti; ,recyklacni poplatek*;
Karel De Gucht.

Abstract

The paper reminds the date of 22th August 2012 when the Russian
Federation accessed the World Trade Organization outlining the
problems that have occurred since then. The brief description of the
WTQO’s functionality and its disputes settling mechanism is provided
as well as the information about current conflict between two
significant WTO’s members — the EU and the Russia. The author
explains what is the crux of the conflict, what makes this case
“special”, and what are possible solutions of it.

Key words

The World Trade Organization; the European Union; the Russian
Federation; the Dispute Settlement Body; the Dispute Settlement
Understanding; the “recycling fee”; Karel De Gucht.

1. RUSKO CLENEM WTO

If you visit the official site of the World trade organization, section
“The WTO...
... In brief’, you will find very short “definition” of its activities —
“The World Trade Organization (WTO) is the only international
organization dealing with the global rules of trade between nations.
Its main function is to ensure that trade flows as smoothly, predictably
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and freely as possible”'. No matter how purely and simply it might
sound, all who are interested in business and law are fully aware of
how challenging is such a mission. It requires inter alia to involve as
many countries as possible so that negotiated (law) standards may be
used as widely as possible.

From this point of view the date of 22th August 2012 represents one
of the milestones of “life” of the WTO. It is so because on this day the
very important economical subject entered the organization — the
Russian Federation (156th memberz). It took nearly two decades’
however as it was pointed out by Pascal Lamy* ,.If has been a long
journey for both countries (second accessing subject was the
Vanuatu — 24th August) and they will undoubtedly strengthen the
multilateral trading system*. At least everybody hoped they would
do so. Unfortunately as the following text will try to show the Russian
Federation must nowadays face very hard criticism from another
important trade/business subject, which is as well the WTO’s member
— the European Union®.

Despite that ,,from the date of accession, the Russian Federation has
committed to fully apply all WTO provisions, with recourse to very
few transitional periods*’, the new member has made some

controversial steps regarding the EU import of vehicles. Karel De

! The WTO......In brief. World Trade Organization [online]. WTO, 2011 [cit.
3. 10. 2013]. Accessible at:
http://www.wto.org/english/thewto_e/whatis_e/inbrief_e/inbr00_e.htm.

* ACCESSIONS Russian Federation. World Trade Organization [online].
WTO, 2012 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/thewto_e/acc_e/al_russie_e.htm.

> “The Working Party on the Accession of the Russian Federation was
established on 16 June 1993 — op. cit. 2.

* The former Director-General of the WTO. It is also noteworthy that
»between 1999 and 2004, Pascal Lamy was Commissioner for Trade at the

European Commission under Romano Prodi“ — Pascal Lamy, WTO
Director-General, 2005-2013. World Trade Organization [online]. WTO,
2013 [cit. 3. 10. 2013]. Accessible at:

http://www.wto.org/english/thewto_e/dg_e/pl_e.htm.

> WTO membership rises to 157 with the entry of Russia and Vanuatu. World
Trade Organization [online]. WTO, 2012 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/news_e/pres12_e/pr671_e.htm.

% “The European Union [...] has been a WTO member since 1 January 1995”
— The European Union and the WTO. World Trade Organization [online].
WTO, 2013 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/thewto_e/countries_e/european_communities_e.
htm.

7 Op. cit. 5.
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Gucht® “replied” that ,,since Russia has become a member of the WTO
they are doing exactly the opposite of what they are supposed to do or
what they have been promising to do...*.

It is aim of this article to inform of recent developments regarding the
outlined problem. To do so it is however necessary to describe at least
in very few words the basic principles and relationships forming the
grounds of the World Trade Organization.

2. THE FUNCTIONS OF THE WTO

We have already mentioned the very general definition of WTO’s
activities. If we want to be at least a bit more specific we can use
words of Nadé&Zda Rozehnalovd, who in general categorizes the
WTOQO’s tasks as

»ensuring realization of the Agreement (establishing the WTO),
multilateral agreements and the aims included,

providing space for negotiations regarding questions related to the
agreements mentioned above (previous paragraph) and for handling
the other questions concerning multilateral commercial relationships,

realization of the Dispute Settlement Understanding (DSU),
administering the mechanism of the reviewing of the trade policy,

cooperation with the International Monetary Fund and the World
Bank in questions, where it is necessary for development of the world
economic policy”

The third point should be stressed for the purpose of our topic —
“realization of the Dispute Settlement Understanding”. This document
can be considered as a cornerstone of settling disputes among the
WTO’s members. Therefore it is relevant to the current situation
among the Russian Federation and the European Union. In light of
that the following text is devoted to the brief clarification of the
“mechanism”.

¥ Belgian politician, current European Commissioner for Trade (since
February 2010) — Karel De Gucht — Biography. European Commission
[online]. European Commission, 2010 [cit. 3. 10. 2013]. Accessible at:
http://ec.europa.eu/commission_2010-2014/degucht/about/cv/.

’ CHAFFIN, Joshua. EU takes Russia to WTO over vehicle recycling fees.
FT.com [online]. The Financial Times Ltd., published 9. 7. 2013 [cit. 3. 10.
2013]. Accessible at: http://www.ft.com/intl/cms/s/0/88cb0438-e88e-11e2-
aead-00144feabdc0.html#axzz2ge4IPKbE.
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2.1 DISPUTES IN THE WTO

The main role in settling disputes is entrusted to so-called DSB (the
Dispute Settlement Body). Let’s briefly introduce the whole process
now.

The following system represents de facto formal way of settling
disputes. However before it starts there is also informal dialogue,
when “...parties involved in dispute are trying to find solution
through the mutual consultations on expert and political level »10 1t
there is no result then formal procedure comes into question. This part
follows document mentioned above (the Dispute Settlement
Understanding), which “like the bulk of the WTO agreements [...] was
one of the outcomes of the Uruguay Round negotiations (1986—
1994)”"'. The three phases can be distinguished.

The first one has form of (this time) formal resolving of the problem
by the involved parties again through the consultations. Those “...may
as well ask the WTO Director-Generall2 to figure as the mediator or
to help them in some other way”". The phase can take up to 60 days.
It is important to notice that “...the DSU does not provide any
guidance on how the consultations are to be conducted. Therefore, the
manner and form in which the parties discuss the dispute, interpret the
facts and reveal legal arguments is left almost entirely to them”".
Under the circumstances that the problem isn’t solved the country may
request establishment of the panel. This brings us to the phase two.
It’s however important to stress that “where consultations are denied,
the complaining party may move directly to request a panel”". The
panel must be set up within 45 days and “they (panels) are normally

10 Regeni obchodnich sport v ramci WTO. CzechTrade [online]. Ministerstvo
pramyslu a obchodu CR, 2010 [cit. 3. 10. 2013]. Accessible at:
http://www.businessinfo.cz/cs/clanky/wto-reseni-obchodnich-sporu-
7178.html.

1 Dispute settlement. World Trade Organization [online]. WTO, 2013 [cit. 3.
10. 2013]. Accessible at:
http://www.wto.org/english/tratop_e/dispu_e/dispu_e.htm.

"2 Since 1" September 2013 is this position carried out by the Roberto
Azevédo - WTO Director-General: Roberto Azevédo. World Trade
Organization [online]. WTO, 2013 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/thewto_e/dg_e/dg_e.htm.

" Op. cit. 10.

' LESTER, Simon; MERCURIO, Bryan; DAVIES, Arwel. World trade law
: text, materials and commentary. 2nd ed. Oxford: Hart publishing, 2012, 934
p- ISBN 9781849462228. P. 154.

" Legal texts: the WTO agreements. World Trade Organization [online].

WTO, 2011 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/docs_e/legal_e/ursum_e.htm#Understanding.
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composed of three, and exceptionally five, experts selected on an ad
hoc basis. This means that there is no permanent panel at the (WTO),
rather, a different panel is composed for each dispute”'®. The experts
have naturally duty to be independent of the countries’ governments.

The process of the establishment of the panels is contained in the
Dispute Settlement Understanding, however there is no need for
purpose of this article to describe it in all details. Just as example we
can mention that “...in a case involving a developing country, one
panelist must be from a developing country (if requested)”"’. When
the panel is finally “ready” the case is consequently reviewed and the
final report is put forward to the parties (six months) and then to the
rest WTO’s members (3 weeks later). It’s as well submitted to the
Dispute Settlement Body, which may reject it nevertheless only on the
basis of consensus'®, otherwise it becomes the Dispute Settlement
Body’s ruling or recommendation.

Regarding the ruling of the DSB there is one important option for
either side of the dispute — to appeal. At the same time it must be
accent that the basis for appeal must have only law character. If any
party appeals than the Appellate Body, which has seven members,
enters the procedure. Unlike the panels it has permanent nature and
represents “...the second and final stage in the adjudicatory part of
the dispute settlement system”". The Appellate Body has maximum
of 90 days for revision and once again its final report may be rejected
by the DSB only by the consensus. Either way the DSB has 30 days
for acceptation or rejection.

Finally there is the third part of the procedure — the fulfillment of the
decision. In ideal situation the country voluntarily follows received
recommendations. If not it must enter negotiations with the
complaining party in order to determine mutually-acceptable

' WTO Bodies involved in the dispute settlement process — Panels. World
Trade Organization [online]. WTO, 2011 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/tratop_e/dispu_e/disp_settlement_cbt_e/c3s3p1_
e.htm.

'7 JACKSON, John; DAVEY, William; SYKES Jr., Alan. Legal problems of
international economic relations : cases, materials and text on the national
and international regulation of transnational economic relations. 5th ed. St.
Paul: Thomson, 2008, 1210 p. ISBN 9780314160263. P. 270.

'8 Regeni obchodnich sport v ramci WTO. CzechTrade [online]. Ministerstvo
pramyslu a obchodu CR, 2010 [cit. 3. 10. 2013]. Accessible at:
http://www.businessinfo.cz/cs/clanky/wto-reseni-obchodnich-sporu-
7178.html.

' WTO Bodies involved in the dispute settlement process — Appellate Body.
World Trade Organization [online]. WTO, 2012 [cit. 3. 10. 2013]. Accessible
at:
http://www.wto.org/english/tratop_e/dispu_e/disp_settlement_cbt_e/c3s4pl_
e.htm.
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compensation. Of course they may fail to agree in which case the
complaining country “...may ask the Dispute Settlement Body for
permission to impose limited trade sanctions [...] against the other
side”™. Such request may be rejected again only by the consensus.
This “final stage” has its own detailed rules, e.g. “...to minimize the
chances of (“sanction”) actions spilling over into unrelated sectors
while at the same time allowing the actions to be effective”,
nevertheless the most general one is that the all actions are certainly

overseen by the DSB.

Finally it should be stressed that apart the dispute settlement
procedure, through which most disputes are resolved, “...the DSU
gives parties the option of resorting to good offices, conciliation and
mediation [...], as well as arbitration [...] to settle their differences,
(however) these alternatives have rarely been used”.

3. THE RUSSIAN FEDERATION V THE EUROPEAN UNION

Through the description of the procedure we have come to the core of
this article, since it is just a few weeks ago that the European Union
filed request for consultations regarding the Russian Federation and
its so-called “recycling fee” imposed on motor vehicles. As we
mentioned above this step formally initiated a dispute in the context of
the WTO however there was also the informal part since “the EU took
the decision to launch the WTO case after nearly a year of
complaining to Moscow, including an unusually blunt warning issued
in December by Karel De Gucht, the EU’s trade commissioner”®. As
the communication from the EU to the Russian Federation and to the
Chairperson of the DSB states “Russia’s measures appear to be
inconsistent with Russia's obligations [...] in particular:

- Article I:1 of the GATT 199424;

%% Understanding the WTO: settling disputes — A unique contribution. World
Trade Organization [online]. WTO, 2011 [cit. 3. 10. 2013]. Accessible at:
http://www.wto.org/english/thewto_e/whatis_e/tif_e/displ_e.htm.

1 Op. cit. 20.

** GRANDO, Michelle. Evidence, proof, and fact-finding in WTO dispute
settlement. Oxford: Oxford University Press, 2009, 410 p. ISBN
9780199572649. P. 22.

* CHAFFIN, Joshua. EU takes Russia to WTO over vehicle recycling fees.
FT.com [online]. The Financial Times Ltd., published 9. 7. 2013 [cit. 7. 10.
2013]. Accessible at: http://www.ft.com/intl/cms/s/0/88cb0438-e88e-11e2-
aead-00144feabdc0.html#axzz2ge4IPKbE.

** General Agreement on Tariffs and Trade 1994. In: WT'O legal texts [online

WTO legal texts]. World Trade Organization [cit. 11. 10. 2013]. Accessible
at: http://www.wto.org/english/docs_e/legal_e/legal_e.htm.
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- Article II:1 (a) and (b) of the GATT 1994;
- Article lll:2 of the GATT 1994,
- Article Il1:4 of the GATT 1994,

- Article 2.1 and 2.2 of the TRIMs Agreement25 in conjunction with
paragraphs 1(a) and/or 2(a) of the Illustrative List annexed to the
TRIMs Agreement”26

Regarding the length of this paper it is not easy to provide detail
analysis of the case. However let’s try to introduce at least the crux of
the matter. As we have sketched, the Russian Federation enacted the
fee to cover the cost of the recycling of the vehicles. It is essential to
point out that this levy applies only to the imported ones. Thus the
domestic vehicles are under the certain conditions liberated.
Furthermore “an exemption is also available to vehicles imported
from certain countries, such as Belarus and Kazakhstan. However,
there is no exemption for vehicles imported from the European
Union”27.

Such “measure” is of course very controversial, inter alia because it
could be interpreted as protection of domestic production, which is
contradictory to the Article III, paragraph 2 of the GATT 1994 — “the
products of the territory of any contracting party imported into the
territory of any other contracting party shall not be subject, directly
or indirectly, to internal taxes or other internal charges of any kind in
excess of those applied, directly or indirectly, to like domestic
products...” .

» Agreement on Trade-related Investment Measures. In: WIO legal texts
[online WTO legal texts]. World Trade Organization [cit. 11. 10. 2013].
Accessible at: http://www.wto.org/english/docs_e/legal_e/legal_e.htm.

*® Russian Federation — recycling fee on motor vehicles. Request for
consultations by the European Union. World Trade Organization [online].
WTO, 2013 [cit. 7. 10. 2013]. Accessible at:
https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-
DP.aspx?language=E&CatalogueldList=117977&CurrentCatalogueldIndex=
0&FullTextSearch=.

7 Op. cit. 26.

* WTO analytical index: GATT 1994. General Agreement on Tariffs and
Trade 1994. World Trade Organization [online]. WTO, 2013 [cit. 7. 10.
2013]. Accessible at:
http://www.wto.org/english/res_e/booksp_e/analytic_index_e/gatt1994_02_e.
htm.
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It also needs to be stressed that the fee starting at €420* has very real
consequences regarding the exports of the European Union to the
Russian Federation — “the fee has cut European automobile exports to
Russia by 7% at a time when the Russian market has been
growing...”30. Seeing the statistics in context of that “the EU vehicle
exports to Russia amounted to about €10bn last year (2012)...”7%" it is
obvious that quite “great” deal of money is in question. In my point of
view it is therefore very reasonable from the European Union to start
with formal actions towards its east neighbor, despite the topic
represents without any doubts very (politically) delicate problem. It is
so because the country “breaching” the WTQO’s rules is not just any
country, but the Russian Federation, which is clearly one of the
biggest economic subjects in terms of the world/international
business. Finally there is one more reason, which makes this case
“special”, the reason why to follow this case. It is “the (very) first
dispute Ztvolving the Russian Federation since it acceded to the
WTO...”".

Seeing the problem from the other side the EU is another world largest
economic formation. As much as this fact may be called “irrelevant”
on the theoretical field, it is of course very important in reality in
particular considering the mutual political pressure. Regarding the
step made by the EU (initiation of the dispute) this problem should not
just fade away. The question is however how much the parties will let
this case escalate.

4. WHERE THE CASE IS HEADING TO?

It is not easy to answer such question. If not for the other reasons then
because two “equivalent subjects” are involved. One may hardly
expect that the European Union would just give up its effort to make
the Russian Federation to “cooperate”. Why? Quoting the EU
officials, “there are a number of issues in the Russian trade policy
that give rise to concern,””. It is therefore my personal opinion that

¥ Op. cit. 23.

" DALTON, Matthew; WHITE, Greg. Europe Takes Russia to WTO Over
Car Fee. The Wall Street Journal [online]. Dow Jones & Company, Inc.,
published 9. 7. 2013 [cit. 7. 10. 2013]. Accessible at:
http://online.wsj.com/article/SB100014241278873245074045785954902322
55884.html.

1 Op. cit. 23.

2 EU files dispute against Russia on recycling fee on motor vehicles. World
Trade Organization [online]. WTO, 2013 [cit. 7. 10. 2013]. Accessible at:
http://www.wto.org/english/news_e/news13_e/ds462rfc_09jull13_e.htm.

¥ CHAFFIN, Joshua. EU takes Russia to WTO over vehicle recycling fees.
FT.com [online]. The Financial Times Ltd., published 9. 7. 2013 [cit. 7. 10.
2013]. Accessible at: http://www.ft.com/intl/cms/s/0/88cb0438-e88e-11e2-
aead-00144feabdc0.html#axzz2ge4IPKbE.
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the EU, regarding this case, is about to show to the Russia that it is
ready to protect its interests if necessary.

At the same time it should be pointed out that there is still chance that
at least this case will reach the conclusion quite “peacefully”. As the
Wall Street Journal states “Russia’s government submitted a bill to
parliament in late May that would apply the recycling fee universally
to domestic and foreign manufacturers. [...] (however) the bill must
pass through three readings in the lower house and then the
Federation Council before it can be signed into law by President
Vladimir Putin”*. In light of the previous sentence it is necessary to
take this “initiative” just as possible solution not as the finalldefinitive
conclusion. Nevertheless from my point of view it would represent
probably the most “favourable” option considering the duration of the
conflict.

Going back to the question “where the case is heading?” only the
following weeks and months will definitely answer to it. However
there are two things that are more than evident even from the
perspective of the present day. The first one is that it will be very
interesting to see what proportion/combination of the political
pressure, diplomatic attitude and law measures will be the European
Union applying towards the Russian Federation. The second one is the
fact that no matter this case, the relationship of the EU and the
Russian Federation is obviously going to be tensed for the “near
future”. Matthew Dalton and Greg White are pointing out that
“among their (EU officials) concerns is the fact that Russia changed
the way it calculated duties after it joined the WTO, raising the levies
on car bodies, poultry and palm oil to rates above those allowed by
WTO rules. [...] Moscow also has imposed numerous bans on
European food-product imports... 3Tt needs to be therefore stressed
that no matter the general importance of the accession of the Russian
Federation to the WTO it remains questionable whether it is going to
improve mutual (EU x Russia) relationships or it is much more likely
just “the formal change”.
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Abstract

First fundamental freedom - free movement of goods - mentioned by
founding treaties has been also first and probably most guarded golden
egg within European Union Law. Since not only other fundamental
freedoms has become important as well, and mutually contradictory
situations has become possible, all fundamental freedoms later
acquired their twin - fundamental rights. Relationship between
freedom of movement of goods and fundamental rights is not
synchronous and subsidiary, but rather choice of values, which should
prevail in particular situation. This problem, even it is not new within
EU Law, has its self evolution on the EU level as well as on the
national level. This paper aims to provide analysis of judicial
balancing between the EU economic values as fundamental freedom
of goods and other values as fundamental rights.
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1. INTRODUCTION

European Union which is now founded on the Treaty on European
Union (adopted in Maastricht in 1992) and on the Treaty on the
Functioning of the European Union (Rome Treaty from 1958) shall
replace and succeed the European Community.'

European Community has been established mainly for economical
reason (European Economic Community) and economical aims should
prevail.

The protection of fundamental rights in the European Union however
has been established within European Community legal order as a
success story of judge-made law of the Court of Justice of the
European Communities (now Court of Justice of the European Union

' See Art. 1 para 1 Treaty on European Union (TEU), as amended by Lisbon
Treaty from 2007 (entered into force on 1 December 2009).
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after Lisbon Treaty). It started with the famous 1969 ruling in Stauder
Case’.

According to settled case-law, until 2009 when Lisbon Treaty (Charter
of Fundamental Rights) came into force, fundamental rights form an
integral part of the general principles of law the observance of which
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 States have collaborated or to
which they are signatories. The European Convention of human rights
has special significance in that respect.’

The fundamental rights of EU law are primarily addressed to the
institutions of the EU. Yet, as the Court held in Wachauf* and ERT’,
the requirements of their protection are also binding on the Member
States when they act in the scope of Community law, for example,
when they implement Community rules.

2. TERMINOLOGY DISTINCTION - FUNDAMENTAL
RIGHTS VS. FUNDAMENTAL FREEDOMS

Terms fundamental rights and fundamental freedoms were connected
not only within constitutional comparative law but also within
international public law to the human rights theory.

EU legal terminology use more or less coherently regarding to human
rights only term "fundamental rights" without using "fundamental
freedoms" in this context.

For example the most important source of EU Law in this field is
named Charter of Fundamental Rights of the European Union.®
Charter also coherently use term fundamental rights in its text, starting
from its preamble: "to this end, it is necessary to strengthen the
protection of fundamental rights in the light of changes in society,
social progress and scientific and technological developments by
making those rights more visible in a Charter" or by Article 52 para 4
"In so far as this Charter recognises fundamental rights as they result

? Case 29/69, [1969] ECR 419.

? Case C-260/89 ERT [1991] ECR 1-2925, paragraph 41; Case C-274/99 P
Connolly v Commission [2001] ECR I-1611, paragraph 37, and Case C-
94/00 Roquette Freres [2002] ECR 1-9011, paragraph 25.

* Case 5/88, [1989] ECR 2609.

> Case C-260/89, [1991] ECR 1-2925.

® Official Journal C 326, 26/10/2012, p. 391 - 407.
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from the constitutional traditions common to the Member States, those
rights shall be interpreted in harmony with those traditions".
Fundamental rights includes, or Union via Charter "recognises the
rights, freedoms and principles set out hereafter" (see preamble, last
sentence).

The term "fundamental freedoms" is used only as a part of authentic
name of "European Convention for the Protection of Human Rights
and Fundamental Freedoms" (see preamble, Art. 52 para 3).
Nevertheless there is one provision with confusing terminology, Art.
53 states "Nothing in this Charter shall be interpreted as restricting or
adversely affecting human rights and fundamental freedoms as
recognised, in their respective fields of application, by Union law and
international law and by international agreements to which the Union
or all the Member States are party, including the European
Convention for the Protection of Human Rights and Fundamental
Freedoms, and by the Member States' constitutions." However phrase
" Fundamental Freedoms" is strongly connected just to " European
Convention for the Protection of Human Rights and Fundamental
Freedoms" and cannot have different meaning than within "human
rights" category.

Another argument in favour of specific EU legal terminology using
sole "fundamental rights" within the whole human rights area is name
of specific decentralised EU body - European Union Agency for
Fundamental Rights.

Reason for this specific terminology can be found in the history of the
European integration and early use of term "fundamental freedom "to
the four freedoms of internal market" (also "free movement").
According to Art. 26 para 2 TFEU “the internal market shall comprise
an area without internal frontiers in which the free movement of
goods, persons, services and capital is ensured in accordance with the
provisions of the Treaties. Concept of four fundamental freedoms is
based on the Treaties, notwithstanding this terminology in not used
there.” Unified concept of (four) fundamental freedoms is used by
legal theory and has clear and precise meaning. So the term
"fundamental freedoms" refers to the economic freedoms, which are
the pillars for the establishment of the internal market, i.e. the core
purpose of the EU existence.

3. BALANCING FREE MOVEMENT OF GOODS
(FUNDAMENTAL FREEDOM) AND FUNDAMENTAL
RIGHTS

Long before the Lisbon Treaty entered into force and Charter of
Fundamental Rights have the same legal value as the Treaties and

7 Contrary to above mentioned distinction within Charter of fundamental
rights, Treaties use term "fundamental freedoms" as a part of human rights
concept (see e.g. Art. 21 para 1 TFEU).
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became legally binding, fundamental rights became intertwined with
four fundamental freedoms through the European Court of Justice’s
case law. The development of fundamental rights as general principles
of EU law guiding the interpretation of EU law also had consequences
for the common (internal) market.

More recent cases such as Schmidberger, Viking, Laval or Omega®
make this even more apparent. But these cases show how fundamental
rights may also clash with the fundamental (economic) freedoms as
well, forcing the Court of Justice to engage itself in a delicate
balancing exercise.’

According to Art. 52 para 1 of the Charter of Fundamental Rights,
"Any limitation on the exercise of the rights and freedoms recognised
by this Charter must be provided for by law and respect the essence of
those rights and freedoms. Subject to the principle of proportionality,
limitations may be made only if they are necessary and genuinely
meet objectives of general interest recognised by the Union or the
need to protect the rights and freedoms of others." It means, that the
exercise of fundamental rights may be limited and cannot be
considered as absolute. Moreover according to Art. 52 para 2 of the
Charter: "Rights recognised by this Charter for which provision is
made in the Treaties shall be exercised under the conditions and
within the limits defined by those Treaties." Therefore provisions of
the Charter (fundamental rights) cannot be exercise and apply isolate
and without its systematic and teleological context within EU primary
law.

On the other hand, when considering contradictory situations, when
exercise of fundamental freedom can breach application of
fundamental right (or vice versa), fundamental rights cannot be treated
as single group of rights, a Court of Justice has already mentioned.
Thus, according to its case-law before Charter of fundamental rights
has been part of EU primary law and Convention has been used,
unlike other fundamental rights enshrined in Convention of human
rights and fundamental freedoms, such as the right to life or the
prohibition of torture and inhuman or degrading treatment or
punishment, which admit of no restriction, some others appears not to
be absolute and must be viewed in relation to its social purpose.
Consequently, the exercise of those rights may be restricted, provided

8 Case C-112/00, Schmidberger, [2003] ECR [-5659; Case C-341/05,
Laval un Partneri Svenska Byggnadsarbetareforbundet, [2007] ECR I-
11767; Case C-438/05, International Transport Workers’ Federation v
Viking, [2007] ECR I-10779. Case C-36/02, Omega Spielhallen- und
Automatenaufstellungs GmbH v Oberbiirgermeisterin des Bundesstadt
Bonn, [2004] ECR I-9609.

? Sybe A. de Vries: Balancing Fundamental Rights with Economic

Freedoms According to the European Court of Justice, In: Utrecht
Law Review, Volume 9, Issue 1 (January) 2013, p. 169.
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that the restrictions in fact correspond to objectives of general interest
and do not, taking account of the aim of the restrictions, constitute
disproportionate and unacceptable interference, impairing the very
substance of the rights guaranteed.” In those circumstances, the
interests involved must be weighed having regard to all the
circumstances of the case in order to determine whether a fair balance
was struck between those interests."'

The latest issue within this context is how the Court of Justice should
balance conflicting economic fundamental freedoms with fundamental
rights, considering also the changed EU legal framework (new Art. 6
TEU, i.e. that 1) the Charter of Fundamental Rights of the EU shall
have the same legal value as the Treaties and 2) that the Union shall
accede to the European Convention for the Protection of Human
Rights and Fundamental Freedoms and lastly 3) that fundamental
rights, as guaranteed by the European Convention for the Protection of
Human Rights and Fundamental Freedoms and as they result from the
constitutional traditions common to the Member States, shall
constitute general principles of the Union’s law.

3. SCHMIDBERGER CASE

This case from June 2003 is important because it appears to be the
first case in which a Member State has invoked the need to protect
fundamental rights to justify a restriction on one of the fundamental
freedoms of the EC Treaty (now TFEU), i.e. the the first case where
the Court of Justice had to directly faced the oppositional relationship
between the free movement of goods and the freedom to assembly.'?

The Claimant Schmidberger was a German transport company
transporting mainly timber and steel between Germany and Italy. In
doing so, its lorries used the Brenner motorway through the Austrian
Alps, which is the primary transalpine route for heavy goods vehicles
travelling between Italy and northern Europe and an important part of
the trans-European transport network. In May 1998, Transitforum
Austria Tirol, an environmental pressure group, gave notice of its
intention to hold a demonstration on a stretch of the Brenner
motorway, blocking the route for twenty-eight hours on 12-13 June
1998. The aims of the demonstration were essentially to demand a
strengthening of the legal measures designed to limit and reduce

19 Case C-62/90 Commission v Germany [1992] ECR 1-2575,
paragraph 23, and Case C-404/92 P X v Commission [1994] ECR I-
4737, paragraph 18

' Case C-112/00, Schmidberger, [2003] ECR 1-5659, paragraph 81.
> See also M. Avbelj, European Court of Justice and the Question of
Value Choices. Fundamental human rights as an exception to the

freedom of movement of goods, Jean Monnet Working Paper 06/04,
New York University School of Law.
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heavy goods traffic on the motorway and the resulting pollution. The
Austrian authorities allowed the demonstration to go ahead and co-
operated with the organisers and motoring organisations to limit the
disruption caused, including by widely publicising notice of the
demonstration, suggesting alternative routes and providing extra
trains. The demonstration took place at the stated place and time.
Consequently, heavy goods vehicles which should have used the
Brenner motorway were immobilised from 09.00 hrs on Friday 12
June 1998. The motorway was reopened to traffic on Saturday 13 June
1998 at approximately 15.30 hrs, subject to the prohibition on the
movement of lorries in excess of 7.5 tonnes during certain hours on
Saturdays and Sundays applicable under Austrian legislation, i.e. the
motorway was closed to most heavy goods vehicles for four
consecutive days.

Schmidberger brought an action before the Landesgericht Innsbruck
against the Republic of Austria on the basis that five of its lorries were
unable to use the Brenner motorway for four consecutive days and
arguing that motorway is the sole transit route for its vehicles between
Germany and Italy. The failure on the part of the Austrian authorities
to ban the demonstration and to intervene to prevent that trunk route
from being closed amounted to a restriction of the free movement of
goods. Since it could not be justified by the protesters' right to
freedom of expression and freedom of assembly the restriction was a
breach of Community (EU) law in respect of which the Member State
concerned incurred liability. Schmidberger argued that, by allowing
the closure of the road, the authorities had failed to guarantee the free
movement of goods in accordance with Article 28 to 30 of the EC
Treaty (now. Art. 34 to 36 TFEU), and were therefore liable in
damages to the company, which had been prevented from operating its
vehicles on their normal route. In its defence, Austria argued
essentially that the authorities had taken a reasonable decision after
weighing up the various interests involved, concluding that the
demonstrators’ right to freedom of assembly could be exercised
without any serious or permanent obstruction of long-distance traffic.

The Innsbruck Higher Regional Court (Oberlandesgericht) made a
reference to the Court of Justice, whether the principle of the free
movement of goods, possibly in conjunction with Article 5 of the
Treaty (now Art. 4 para 3 TEU), requires a Member State to keep
open major transit routes and whether that obligation takes precedence
over fundamental rights such as the freedom of expression and the
freedom of assembly guaranteed by Articles 10 and 11 of the
European Convention for the Protection of Human Rights and
Fundamental Freedoms.

The Court of Justice has stated at the outset that the free movement of
goods is one of the fundamental principles of the Community." It is

1 Case C-112/00, Schmidberger, [2003] ECR 1-5659, paragraph 51.
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settled case-law since the judgment in Case 8/74 Dassonville'* that
those provisions, taken in their context, must be understood as being
intended to eliminate all barriers, whether direct or indirect, actual or
potential, to trade flows in intra-Community trade.” In this way the
Court held in particular that, as an indispensable instrument for the
realisation of a market without internal frontiers, Article 30 (now 34
TFEU) does not prohibit only measures emanating from the State
which, in themselves, create restrictions on trade between Member
States. It also applies where a Member State abstains from adopting
the measures required in order to deal with obstacles to the free
movement of goods which are not caused by the State. The fact that a
Member State abstains from taking action or, as the case may be, fails
to adopt adequate measures to prevent obstacles to the free movement
of goods that are created, in particular, by actions by private
individuals on its territory aimed at products originating in other
Member States is just as likely to obstruct intra-Community trade as is
a positive act.'®

Having regard to the fundamental role assigned to the free movement
of goods in the Community system, in particular for the proper
functioning of the internal market, that obligation upon each Member
State to ensure the free movement of products in its territory by taking
the measures necessary and appropriate for the purposes of preventing
any restriction due to the acts of individuals applies without the need
to distinguish between cases where such acts affect the flow of
imports or exports and those affecting merely the transit of goods.

In the light of the foregoing, the fact that the competent authorities of
a Member State did not ban a demonstration which resulted in the
complete closure of a major transit route such as the Brenner
motorway for almost 30 hours on end is capable of restricting intra-
Community trade in goods and must, therefore, be regarded as
constituting a measure of equivalent effect to a quantitative restriction
which is, in principle, incompatible with the Community law
obligations arising from Articles 30 and 34 of the Treaty, read
together with Article 5 thereof, unless that failure to ban can be
objectively justified."’

The key question for the Court of Justice was whether the restriction
was, in the circumstances, justified.

Interesting point of the Court of justice argumentation, is paragraph 66
of the judgement, where is stated, that even if the protection of the

'* Case 8/74 Dassonville [1974] ECR 837, paragraph 5.

15 See, to that effect, Case C-265/95 Commission v France [1997] ECR I-
6959, paragraph 29.

' Case C-112/00, Schmidberger, [2003] ECR 1-5659, paragraph 57 and 58.

' Case C-112/00, Schmidberger, [2003] ECR 1-5659, paragraph 64.
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environment and public health, especially in that region, may, under
certain conditions, constitute a legitimate objective in the public
interest capable of justifying a restriction of the fundamental freedoms
guaranteed by the Treaty, including the free movement of goods, it
should be noted, that the specific aims of the demonstration are not in
themselves material in legal proceedings such as those instituted by
Schmidberger, which seek to establish the liability of a Member State
in respect of an alleged breach of Community law, since that liability
is to be inferred from the fact that the national authorities did not
prevent an obstacle to traffic from being placed on the Brenner
motorway. The Austrian authorities were inspired by considerations
linked to respect of the fundamental rights of the demonstrators to
freedom of expression and freedom of assembly, which are enshrined
in and guaranteed by the ECHR and the Austrian Constitution. The
question is also whether the principle of the free movement of goods
guaranteed by the Treaty prevails over those fundamental rights.

Court of Justice has stated, that measures which are incompatible with
observance of the human rights thus recognised are not acceptable in
the Community.'® Thus, since both the EU and its Member States are
required to respect fundamental rights (guaranteed by both the ECHR
and the Constitution of the Member State concerned), the protection
of those rights is a legitimate interest which, in principle, justifies a
restriction of the obligations imposed by EU law, even under a
fundamental freedom guaranteed by the Treaty such as the free
movement of goods."’

The case thus raises the question of the need to reconcile the
requirements of the protection of fundamental rights in the
Community with those arising from a fundamental freedom enshrined
in the Treaty and, more particularly, the question of the respective
scope of freedom of expression and freedom of assembly, guaranteed
by Articles 10 and 11 of the ECHR, and of the free movement of
goods, where the former are relied upon as justification for a
restriction of the latter.

When it comes to balancing opposing interests in EU law, the Court of
Justice have had the most experience with cases where one of the
Treaty exceptions to free movement was invoked, or the so-called
"rule of reason", allowing Member States — under certain conditions —
to deviate from the rules on free movement whenever a general, non-
economic interest is at issue. Here the principle of proportionality
plays a key role. The proportionality principle or test usually contains
the following three elements:

1) There must be a causal connection between the national measure
and the aim pursued; the measure is relevant or pertinent.

'8 Case C-299/95 Kremzow [1997] ECR 1-2629, paragraph 14.

' Case C-112/00, Schmidberger, [2003] ECR 1-5659, paragraph 76.
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ii) There is no alternative measure available, which is less restrictive
concerning trade or free movement generally.

iii) And there must be a relationship of proportionality between the
obstacle introduced, on the one hand, and, on the other, the objective
thereby pursued and its actual attainment.”

The Schmidberger case can also be seen as a case wherein the Court
of Justice assessed the proportionality stricto sensu of the Austrian
measure to allow a demonstration on the Brenner motorway.

Court of Justice summed up a number of factors which makes
restrictions on the free movement of goods proportionate in the light
of the protection of fundamental rights. Firstly, the demonstration took
place following a request for authorization from the national
authorities. Secondly, the demonstration took place on a single route,
on a single occasion and during a limited period and was thus limited
in comparison with the geographical scale and intrinsic seriousness.
Thirdly, the purpose of the demonstration was not to restrict trade in
goods of a particular type or from a particular source. Fourthly,
supportive administrative measures were taken to limit the
implications of the demonstration. Moreover, it was clear, according
to the Court, that the demonstration did not give rise to a general
climate of insecurity, which had a negative effect on trade. Lastly, an
outright ban on the demonstration would lead to unjustifiable
interference with the fundamental rights of the demonstrators.'

The Court of Justice has also distinguish its decision in Case C-265/95
Commission v France [1997] ECR 1-6959, in which it had declared
France to be in breach of its Treaty obligations to ensure the free
movement of goods by reason of it having failed to adopt measures to
prevent violent acts of protest by French farmers against agricultural
produce from other Member States. The farmers’ protests in France
persisted over more than a decade; they were generally unauthorised,
were characterised by regular acts of violence and vandalism.

4. CONCLUSION

Schmidberger is the first case in which a Member State has invoked
the necessity to protect fundamental rights to justify a restriction of
one of the fundamental freedoms of the Treaty. Such cases have
perhaps been rare because restrictions of the fundamental freedoms of
the Treaty are normally imposed not to protect the fundamental rights
of individuals but on the ground of broader general interest objectives
such as public health or consumer protection. It is however

% Sybe A. de Vries: Balancing Fundamental Rights with Economic Freedoms
According to the European Court of Justice, In: Utrecht Law Review,
Volume 9, Issue 1 (January) 2013, p. 172.

! Ibidem p. 179 and Case C-112/00, Schmidberger, [2003] ECR 1-5659,
paragraph 84 to 89.
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conceivable that such cases may become more frequent in the future:
many of the grounds of justification currently recognised by the Court
could also be formulated as being based on fundamental rights
considerations.

The point of departure for balancing conflicting fundamental rights
with fundamental economic freedoms is very difficult and not really
desirable to establish an a priori hierarchy between fundamental rights
and economic freedoms. Although the fundamental freedoms have a
fundamental character, they should not be given "a higher status than
that awarded to other fundamental rights and values in the Community

legal order".”
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This paper aims to analyse the general system of judicial review of the
common commercial policy measures after the Lisbon Treaty and the
reasoning of the Court of Justice in the annulment proceedings.
Special focus is to be placed mainly on the standing of private parties
and the exceptions to the fourth paragraph of Article 263 TFEU set up
in the anti-dumping cases.
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1. INTRODUCTION

The common commercial policy represents the most intricate realm of
the EU's external relations with third countries. Enormous number of
administrative and legislative measures adopted in this particular area
of law led over the period of existence of the European Communities
(the EU subsequently) to creation of a significant body of the Court of
Justice (hereinafter the "ECJ") case-law.

The main aim of this paper is to analyse relevant judicial decisions
and shed light on the impact of Lisbon Treaty on the ECJ's reasoning
vis-a-vis annulment of common commercial policy measures. Firstly,
it takes into account evolution of EU competence in this field and the
scope of its exclusivity. Secondly, it lays down general rules for
making a claim for judicial review before the ECJ and last but not
least, it focuses on the standing of private parties in cases concerning
judicial review of the EU anti-dumping measures.

2. THE SCOPE OF EU COMMON COMMERCIAL POLICY
(HISTORICAL OVERVIEW)

It was quite obvious from the early on that the ECJ's reading of

common commercial policy competence of the EC was going to be
rather broad concentrating on the effectiveness of the customs union.
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In Massey-Ferguson', the ECJ held that the proper functioning of the
customs union justifies wide interpretation of the powers granted to
the EC institutions so as to allow them to control external trade
relations.

Recognised approach changed greatly since Opinion 1/94* that
marked the end of the broad view on the EC exclusive power in
external trade relations. From then on the ECJ's attitude turned out to
be more cautious of desires of the member states and the EC common
comme§cial policy competence started to be interpreted more as being
shared.

The entry into force of the Lisbon Treaty, however, once again
extended the EU common commercial policy competence. According
to Article 207 TFEU also conclusion of tariff and trade agreements
relating to trade in services, commercial aspects of intellectual
property, and foreign direct investment nowadays fall into to the EU's
exclusive competence. Expanding, thus, its former narrower scope.
Relevant provisions are to be found mainly in articles 3 (5) TEU, 21
TEU, 75 TFEU, 205 to 207 TFEU and 215 TFEU. According to those,
the EU competence shall be based on uniform principles, with regard
to changes in tariff rates, uniformity in measures of liberalisation,
export policy and trade protection.

3. THE EU COMMON COMMERCIAL POLICY
INSTRUMENTS

Two sources of the common commercial policy may be identified as
to the subject matter of the EU powers in this field, namely
international agreements, bilateral and multilateral, and the measures
enacted within the EU's internal regime. The main activity being in the
former type of rule-making, it is impossible to cover such a huge mass
of norms in this rather short article. Suffice it to say that considerable
part of measures adopted in the way of international agreement lies in
setting preferential regimes, creating free trade areas and customs
unions. All of these being permitted by the WTO.

The most important EU autonomous measures are the common
customs tariff, import and export regulations, and anti-dumping and
anti-subsidy measures.

' Case 8/73 Hauptzollamt Bremerhaven v. Massey Ferguson [1973] ECR
897, para 4.

2 Opinion 1/94 WTO Agreement [1994] ECR 1-5267.
*p Craig and G de Burca, 'EU Law: Text, Cases, and Materials' (Oxford
University Press, 5th edn, 2012) 321-2.
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The current version of the customs tariff is found in 2658/87*
regulation establishing a goods classification called as "Combined
Nomenclature".

The basic secondary legislation concerning the anti-dumping and anti-
subsidy measures can be found in two separate bodies of EU rules, i.e.
Regulation 1225/2009° and Regulation 597/2009°.

The former containing detailed instructions relating to the calculation
of dumping, procedures for initiating and pursuing an investigation,
imposition of provisional measures, collection of anti-dumping duties,
and duration and review of anti-dumping measures.

Pursuant to Article 1 of the Regulation 1225/2009 an anti-dumping
duty may be applied to any dumped goods whose release for free
circulation in the EU causes injury.

An investigation to determine the existence, degree and effect of
alleged dumping is in principal initiated upon a complaint by any
person acting on behalf of the EU. A complaint has to include
evidence of dumping, injury and a causal link between both of them.
The Commission must examine the complaint and decide whether
there is sufficient evidence to justify the initiation of an anti-dumping
procedure.

During such an investigation, parties have to be given opportunity to
be heard, so that opposing views may be presented and arguments
offered to all relevant institutions. Providing such an occasion it must
be taken into account the need to keep confidentiality and the
convenience to the parties. There is, however, no obligation for the
Commission to adopt duties upon finding dumped products having
being imported to the EU.

Action may be taken also against subsidised imports, the Commission
procedure being rather similar to that of anti-dumping investigation.
A subsidy shall be deemed to exist if there is a financial contribution
by a government in the country of origin or export and a benefit is
thereby conferred on the products concerned. Nevertheless, subsidies
are to be subject to countervailing measures only if they are specific to
enterprise or industry within the jurisdiction of the granting authority
and cause injury to the EU industry.

* Council Regulation 2658/87 on the tariff and statistical nomenclature and
on the Common Customs Tariff [1987] OJ L 256/1.

> Council Regulation 1225/2009 on protection against dumped imports from
countries not members of the European Community [2009] OJ L 343/51.

® Council Regulation 597/2009 on protection against subsidised imports from
countries not members of the European Community [2009] OJ L 188/93.
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The examination of such an impact include an evaluation of all
relevant economic factors, including the decline in sales, profits,
market share, employment, wages and, in the case of agriculture,
whether there has been a burden increased on government support
programmes. Be it as it may, the Commission, however, does not
apply Regulation 597/2009 very often, on the contrary, number of
cases concerning investigation of the subsidised products effect on the
EU industry is much smaller to that of injury being caused by the
dumped products.

4. MAKING A CLAIM FOR A JUDICIAL REVIEW BEFORE
THE ECJ

The EU commercial policy, being determined by the number of
various administrative and legislative measures, creates a fairly strong
incentive for initiating judicial review proceedings before the ECJ as
the impact of such acts on the private parties' position and economies
is in practice of a rather huge significance.

The structure of this chapter is to be as follows, firstly, types of
judicial review procedures in the EU law are discussed, secondly, the
standing of private parties before the ECJ is subject to analysis, with a
special focus on the changes brought by the Lisbon Treaty, and in the
third and the last part, grounds for annulment of acts in question are
described.

The main attention hereafter will be placed on the cases concerned
with the EU anti-dumping measures as the judicial review of the anti-
subsidy regulations is not of much importance for drawing a general
view on the possibilities to challenge the EU common commercial
policy acts. Other measures such as customs duties, are not covered by
this paper as their in-depth analysis requires a separate study.

The most important provisions of the founding treaties as regards the
judicial review are found in Articles 263 and 267 TFEU. The latter
one being important as not all actions challenging the EU acts are
brought before the ECJ directly. Many of them arrive from the
member states in way of preliminary ruling reference as the national
courts themselves have no jurisdiction to declare acts of the EU
institutions invalid.” Be it as it may, whether such case arrives in
Luxembourg by one route or another, it has no impact on the ECJ
substantive ruling.

Let us take a quick step back and look carefully at the wording of
Article 263 TFEU. There are three aspects to be distinguished when
applying this provision, i.e. the range of acts which may be subject to
judicial review, the standing of various types of parties before the
EC]J, and the grounds of review.

7 See also Case 314/85 Foto-Frost v. Hauptzollamt Liibeck-Ost [1987] ECR
4199.
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In order to be reviewable by the ECJ, the act concerned must be
adopted by the EU institution and intend to produce legal effects vis-
a-vis third parties. It is still quite dubious, however, what type of
measure may in reality constitute an ‘act’ for the purposes of Article
263 TFEU. What is certain, however, is that the list of EU legal acts
provided in Article 288 TFEU is not exhaustive and there are
measures other than therein stated (i.e. primarily regulations,
directives and decisions) that might be subject to the ECJ scrutiny if
they have ‘intention’ within the meaning of Article 288 TFEU.®

From the standpoint of this paper, it is important to note that measures
imposing anti-dumping duties take form of regulation and
undoubtedly therefore fall under the scope of Article 263 TFEU.

After this brief introductory note into the wording of Article 263
TFEU, let us skip for a moment its second feature, i.e. the standing,
and proceed to the issue of grounds of review of the EU acts.

There are in principal four grounds of review that may possibly lead to
annulment of the EU common commercial policy measure, namely the
lack of competence, infringement of procedure or founding treaties
and misuse of powers. Being not necessary to precisely specify one of
those grounds, it is of crucial importance for an applicant to argue on
points falling at least under one of the abovementioned annulment
grounds to be successful.

5. STANDING OF PRIVATE PARTIES IN THE ANNULMENT
PROCEEDINGS

Three groups of applicants may be distinguished under Article 263 as
regards the possibility to challenge the EU acts, hence the commercial
policy measures.

The first group referred to as ‘privileged’ is composed of the member
states, the European Parliament, the Council and the Commission that
do not bear any onerous burdens for they are in the position to
challenge the EU secondary law without need for fulfilling any
conditions except of time-limit for bringing the case before the ECJ’.

The situation being similar in the case of ‘semi-privileged’ applicants,
i.e. the Court of Auditors, the ECB and the Committee of the Regions,

¥ See Cases 22/70 Commission v Council [1971] ECR 263 and Joined cases
C-193 and 194/87 Maurissen and Union syndicale v Court of Auditors [1990]
ECRI-95.

? Pursuant to Article 263, "The proceedings [...] shall be instituted within
two months of the publication of the measure, or of its notification to the
plaintiff, or, in the absence thereof, of the day on which it came to the
knowledge of the latter, as the case may be."
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this EU institutions are only required to prove that the challenged act
intends to produce legal effects in relation to them.

The last group of applicants consists of natural and legal persons. This
set of legal entities, called appropriately as ‘non-privileged’, is the
most intriguing one and since long attracts attention of legal scholars
dealing with the EU law. Under the fourth paragraph of Article 263
TFEU any person may bring the case against an act addressed to that
person or which is of direct and individual concern to that person, and
against a regulatory act of direct concern to that person and does not
entail implementing measures.

Here we come to the most fascinating part of the judicial review of the
EU common commercial policy measures. Before the entry into force
of the Lisbon Treaty there was no mention of ‘regulatory acts’ in the
relevant provision of (then) Article 230 EC. That meant that private
parties were to prove that the act contested is directly addressed to
them or that they are directly and individually concerned by it.

The former case did not cause much controversy. It is actually quite of
a common ground for private undertakings to challenge, for example,
decisions of the Commission concerning the application of
competition rules under Articles 101 and 102 TFEU (then Articles 81
and 82 EC). The latter, however, did. Interpretation of direct and
individual concern being strict by the ECJ, it was rather an impossible
task for any private party to challenge decisions that were not
addressed to them.

A. Direct concern

Direct concern is a matter of causal link between the EU measure and
its impact on the applicant. As such, it is a much less tricky concept in
comparison to that of being individually affected.

Complications arise, however, in situations where there are thoughtful
uncertainties about the measure actually changing the legal position of
a contestant. That is mainly in the case of the EU institution issuing an
‘instruction’ to the member state requiring it to act in a particular way.
If the power granted is merely discretionary, the applicant is in reality
affected by the activity of the member state, not the EU. If there is no
free will as regards to the member state action, the national measure is
equated to the EU ‘instruction’ and there is a clear path for the
applicant to challenge the EU measure before the ECJ as his position
is directly concerned in the meaning of Article 263 TFEU. "

07 Tillotson and N Foster, 'Text, Cases and Meterials on European Union
Law' (Cavendish Publishing Limited, 4th edn, 2003) 528.
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In the case of Glencore Grain '' concerning the action for the
annulment of the Commission dismissal to approve the contract with a
Ukrainian company, the ECJ held that the condition of being ‘directly
concerned’, requires the measure complained of to affect directly the
legal situation of the individual and leave no discretion to the
addressees, who are to implement it, such implementation being
purely automatic without the application of other intermediate rules.

As the anti-dumping measures do not usually require any
implementing act adopted by the member states, to prove being
directly concerned by the EU act does not cause much difficulties.

B. Individual concern

It seems ideal to start with the Plaumann'? decision as to begin with
the section concerning the case of being individually touched by the
EU measure.

The ruling itself dealt with the Commission refusal to grant the
German government the authorisation for the partial suspension of
duties on the fruit imported from third countries. The applicant was an
importer who sought judicial review of the decision before the ECJ.
As the decision was addressed to the German bodies, it was up to the
applicant to prove being directly and individually concerned by the
Commission verdict.

The ECIJ stated in its judgment that persons other than those to whom
a decision is addressed may claim to be individually concerned only if
the contested decision affects them by reason of certain attributes
which are peculiar to them or by reason of circumstances in which
they are differentiated from all other persons. In the Plaumann case
the applicant company lacked the standing as the concerned activity,
i.e. fruit import, might have been at any time be practised by any
person and was not therefore such as to distinguish the applicant in
relation to the contested decision.

The ECJ case-law went further after the Plaumann and it is to be seen
that it became more friendly to applicants contesting certain type of
EU acts, namely those concerning competition rules, state aid, and the
most importantly, from the common commercial policy point of view,
also anti-dumping measures. The reasoning of the ECJ in those cases
was, however, based on specific nature of such measures and could

! See Case C-404/96 P Glencore Grain v Commission [1998] ECR 1-2435.

12 See Case 25/62 Plaumann v Commission of the EEC [1963] ECR 199.
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not be without any further be applied to other commercial policy acts
in the form of regulations.'

Basically, there are three groups of applicants who might wish to
annul anti-dumping measure, i.e. the complainant about dumping,
exporter or producer of the dumped product, and its importer.

. . 14
1) The Timex ™ case

Timex was the main EC manufacturer of mechanical wrist-watches
that lodged a complaint with the Commission by way of consideration
that its position on the market had suffered because of the dumped
products imported from the Soviet Union.

The final outcome of the EC investigation was an imposition of duty
equal to the 12.6 % for watches without gold plating and 26.4 % for
watches with gold plating of a thickness exceeding five microns. After
having concluded that the anti-dumping duty was insufficient, Timex
brought an action in the ECJ, claiming that the challenged regulation
was adopted in breach of procedural and substantive rules.

In the course of the proceeding the Commission raised an objection of
inadmissibility as the contested regulation was not addressed to Timex
and this company was not even mentioned anywhere in that
regulation. The Commission argued that Timex may had been entitled
to request the opening of an anti-dumping procedure, nevertheless, the
distinction between a regulation and a decision depends solely on the
nature of the measure itself and its consequences in law.

After some consideration, the ECJ held the action to be admissible as
the contested regulation applied to traders in general, nevertheless, its
provisions might had been of direct and individual concern to some of
those traders. In this regard, the ECJ stated, it was necessary to
consider the part played by the applicant in the anti-dumping
proceedings and its position on the market to which the challenged
legislation applied.

The ECIJ further noted that the conduct of the investigation procedure
was largely determined by Timex's observations. More specifically,
the preamble to the contested regulation made it clear that the imposed
duty was made equal to the dumping margin which was found to exist
taking into account the injury caused to Timex by the imported

"> P Eeckhout, 'EU EXTERNAL RELATIONS LAW' (Oxford University
Press, 2nd edn, 2011) 461.

4 See Case C-264/82 Timex v Council and Commission [1985] ECR 849.
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products. The regulation was therefore based on the applicant's own
situation."

ii) The Allied Corporation'® case

The case of Allied Corporation company confirmed that also
producers and exporters affected by an anti-dumping duty could be
considered as individually concerned. At least in situation when they
are identified in the challenged regulation or were involved in the
initial investigation.

The ECJ reminded firstly in its ruling that any anti-dumping duty may
be imposed only on the basis of findings resulting from investigations
concerning production prices and export prices of undertakings which
have been individually identified.

It is, thus, clear from the ECJ's reasoning that the measures imposing
anti-dumping duties are liable to be of individual concern to persons
who are able to prove that they were identified in the contested
measure or, as was mentioned above, were concerned by the
investigations.

According to the ECJ, there is no risk of duplication of means of
redress since it is possible to bring an action in the national courts
only after the collection of a duty. Those are normally paid by an
importer residing within the EC. There is therefore no risk of
conflicting decisions in this area since it is for the ECJ alone to give a
final decision on the validity of the contested regulations in the way of
preliminary ruling."”

iii) The Extramet'® case

The third type of applicants wishing to annul an anti-dumping
measure consists of importers of dumped product. Most of such cases,
however, were rejected by the ECJ on the ground that the importer

' See also Joined cases C-133 and 150/87 Nashua Corporation and Others v
Commission and Council [1990] ECR 1-719 and Case C-156/87 Gestetner
Holdings v Council and Commission [1990] ECR I-781.

' Joined cases 239 and 275/82 Allied Corporation and Others v Commission
[1984] ECR 1005.

'7 See more in P Eeckhout, 'EU EXTERNAL RELATIONS LAW' (Oxford
University Press, 2nd edn, 2011) 461.

'8 See Case C-358/89 Extramet Industrie v Council [1992] ECR 1-3813.
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could bring an action before the national court and sought annulment
of the EU act by the way of preliminary reference procedure.'

Nevertheless, there is always an exception to every rule. The Extramet
case, being such, showed when even an importer could be successful
in the annulment procedure before the ECJ.

The case itself concerned a French company, that sough an annulment
of the measure imposing an anti-dumping duty on imports of calcium
metal originating in China or the Soviet Union.

As regards to the standing, Extramet pointed out in its argumentation
that the contested regulation is of individual concern to it, in so far as
it is the largest importer, it was involved in the anti-dumping
procedure and it can be fully identified in the contested regulation.

The ECJ concluded in its judgment, by applying the Plaumann test,
that the applicant company had established the existence of a set of
factors constituting a situation which differentiates it from all other
traders. The applicant was the largest importer of the product forming
the subject-matter of the anti-dumping measure and, at the same time,
the end-user of the product. In addition, its business activities were
seriously affected by the challenged measure due to the small number
of manufacturers of the concerned product.*

Extramet is, however, not the only example of an importer
successfully contesting the legality of an anti-dumping measure. There
were many others®, especially with regard to importers whose retail
prices for the goods in question have been used as a basis for
establishing the export prices. Nevertheless, it could be said that
importers in principal lacked standing before the ECJ in the annulment
procedures. However, as seen above, there were also examples
proving that it was worthwhile to try contesting the validity of an anti-
dumping regulation, even when there was not much probability of
being successful.

C. Regulatory acts after the Lisbon Treaty

Things have changed a bit as the Lisbon Treaty brought a new
standing test for regulatory acts into the fourth paragraph of Article
263 TFEU. Since then any natural or legal person may, under the

¥p Craig and G de Burca, 'EU Law: Text, Cases, and Materials' (Oxford
University Press, 5th edn, 2012) 500.

2 See Case C-358/89 Extramet Industrie v Council [1992] ECR 1-3813, para
20.

2l See Joined cases C-304/86 and C-157/87 Enital v Commission and Council
[1990] ECR 1-2939.
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conditions laid down in the first and second paragraphs of Article 263
TFEU institute proceedings against a regulatory act which is of direct
concern to them and does not entail implementing measures. Thus, for
regulatory acts the requirement of being individually concerned was
removed from the TFEU.

As the concept of ‘regulatory act’” was nowhere defined in the
founding treaties, it led to many debates concerning its true meaning
and impact on the standing of potential applicants. The mainstream
view was that the ‘regulatory act’ should be seen as a kind of residual
group different to acts adopted by the EU in the course of special or
ordinary legislative procedure. The idea behind this understanding
was that the purpose of the fourth paragraph of Article 263 TFEU was
to introduce more control to acts that lack democratic backup of the
legislative procedure.

Many legal scholars and practitioners eagerly awaited the ECJ ruling
on this matter. The first of such decisions came from the General
Court in the Inuit* case concerning annulment of regulation banning
trade in seal products. The General Court in its order stated that the
meaning of ‘regulatory act’ for the purposes of the fourth paragraph of
Article 263 TFEU must be understood as covering all acts of general
application apart from legislative acts.”” The ruling itself was,
however, subject to a judicial review so it was up to the ECJ to decide
on the correct reading of the fourth paragraph of Article 263.

Result of the ECJ considerations was quite expectable as the Advocate
General Kokott in its opinion® supported the General Court's
reasoning and stated that the absence of easier direct legal remedies
available to individuals against legislative acts can be explained
principally by the particularly high democratic legitimation of
parliamentary legislation. Referring to the drafting history of the
Constitutional Treaty she noted that where the constitutional text
mentioned a possibility for natural and legal persons to institute
proceedings against a ‘regulatory act’, this applied only to non-
legislative acts. That was clear mainly from the travaux préparatoires
of the European Convention on the Draft Treaty establishing a
Constitution for Europe. In line with those documents, the wording
‘acts of general application’ was debated, but ultimately rejected and
replaced by the ‘regulatory act’, which was envisioned the distinction
between legislative and non-legislative acts.”

** See Case T-18/10 Inuit Tapiriit Kanatami and Others v Parliament and
Council [2011] ECR 1I-5599.

3 Ibid, para 56.

* Opinion of Kokott AG in Case C-583/11 P Inuit Tapiriit Kanatami
and Others v Parliament and Council.

* Ibid, para 40.
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In the ruling® itself, the ECJ held that the concept of ‘regulatory act’
cannot refer to all acts of general application. To adopt such a reading
it would amount to nullifying the distinction made between the terms
‘acts’ and ‘regulatory acts’ by the second and third limbs of the fourth
paragraph of Article 263 TFEU. In those circumstances, the ECJ
stated, the purpose of the alteration to the right of natural and legal
persons to institute legal proceedings, was to enable those persons to
bring, under less stringent conditions, actions seeking an annulment of
other than legislative acts. The General Court was therefore correct to
settle that the concept of ‘regulatory act’ provided for in the fourth
paragraph of Article 263 TFEU does not cover legislative acts within
the meaning of Article 289 (3) TFEU?.

To return to anti-dumping regulations, it is of crucial importance to
state at this point what is the position of private individuals when
seeking an annulment of such acts vis-a-vis the new wording of
Article 263 TFEU. As regards the standing of exporters and producers
of dumped product or complainants about dumping, not much seems
to be different. Such parties were in principal quite successful in
proving their standing even before the entry into force of the Lisbon
Treaty. It remains, however, to be seen, what will happen in the
procedures initiated by the importers of dumped product after the
decision in Inuit case. Since anti-dumping regulations does not fall
within the definition of legislative act provided for in Article 289 (3)
TFEU, there should not be any difficulties for such importers to prove
their standing in annulment proceedings. To confirm such a statement,
we must, however, wait for the next judgment of the ECJ to clarify its
position on this issue.

6. GROUNDS FOR ANNULMENT OF THE COMMON
COMMERCIAL POLICY MEASURES

As stated above, there are four grounds of review listed in Article 263
TFEU, namely the lack of competence, infringement of an essential
procedural requirement, infringement of the founding treaties or of
any rule of law relating to their application and misuse of powers.

In the majority of cases concerning a claim for an annulment of anti-
dumping measures, applicants usually complain about the violation of
procedural requirement or committing assessment errors. The latter
cases include errors in determination of injury, construction of normal
values, and dumping margins, or interchangeability of like products.
Procedural errors involve accusations of documents never being sent
or ambiguous reasoning for decisions.

*® Case C-583/11 P Inuit Tapiriit Kanatami and Others v Parliament and
Council.

*7 Ibid, para 45.
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One of the most illustrious decisions as regards the range of objections
brought before the ECJ by an applicant is the Petrotub SA* case. The
ruling itself concerned the application for the annulment of regulation
imposing duties on imports of seamless pipes and tubes from central
Europe, Romania and Russia. Petrotub SA, being an importer of such
products, advanced various pleas in law in support of its application,
namely the erroneous determination of normal value and the dumping
margin, error in determining injury, infringement of the right to be
heard, and also, inadequacy of the statement of reasons for the
contested regulation in relation to that point.

All pleas were rejected and the application dismissed in its entirety by
the Court of First Instance, however, Petrotub SA company succeeded
in the appeal procedure before the ECJ with an objection against the
dumping margin determination made contrary to the WTO legal rules.

That brings us to the important issue of the WTO law effects in the
EU legal order and its position as a sole ground of review of anti-
dumping measures.

It is settled case-law” that, having regard to their nature and structure,
the WTO Agreement and the agreements and understandings annexed
to it are not in principle among the rules in the light of which the ECJ
is to review the legality of measures adopted by the EU institutions.
This statement is being repeated mantra-like in many judgments of the
ECIJ, nevertheless, it still does not mean that the WTO law cannot
serve as the ground of review of EU measures.

The ECJ in its ruling in Petrotub SA recalling its own case-law™
stated that where the (then) Community intended to implement a
particular obligation assumed in the context of the WTO organisation,
or where adopted act refers expressly to precise provisions of the
agreements and understandings contained in the annexes to the WTO
Agreement, it is for the ECJ to review the legality of the measure in
question in the light of the WTO rules. In that regard, the Community
law must, so far as possible, be read in a way that is consistent with
international law, in particular where its provisions are intended
specifically to give effect to an international agreement concluded by
the Community.”'

In view of this reasoning, the ECJ finally concluded, that the contested
regulation imposing definitive anti-dumping duties must in particular
contain, as part of the statement of reasons, the specific explanation

*% Case C-76/00 P Petrotub and Republica v Council [2003] ECR I-79.
# See Case C-149/96 Portugal v Council [1999] ECR 1-8395.
%% Ibid, para 49.

3! See also Case C-341/95 Bettati v Safety Hi-Tech [1998] ECR 1-4355.
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provided for in the 1994 Anti-dumping Code (as a part of the WTO
law). Nevertheless, being evident that the measure did not meet this
requirement, it was held by the ECJ that the Court of First Instance
erred in law by holding that there was no need to take into
consideration the 1994 WTO Anti-dumping Code for the purposes to
decide whether the EC Council fulfilled the obligation to state reasons
for the contested regulation.

As is evident from the above, the grounds of review of EU measures,
i.e. also common commercial policy measures, are relatively wide.
Infringement of the founding treaties or of any rule of law relating to
their application being interpreted very broadly, it is already apparent
that the ground for annulment of the EU measure may rest also on the
infringement of the WTO law. Furthermore, it is also settled case-law
that as a ground for annulment of EU secondary legislation may serve
also the general principles of EU law.”

7. CONCLUSION

This paper examined some of the problematic issues of the judicial
review of the EU common commercial policy measures. From the
point of view of a private individual seeking an annulment under
Article 263 TFEU, it was suggested that after the entry into force of
the Lisbon Treaty there should be no more obstacles for importers of
dumped products to prove their standing when challenging regulations
imposing anti-dumping measures on products they deal with. It still,
however, remains to be seen whether such an approach will adopt also
the ECJ and if so, how many importers will try to rely on the new
wording of Article 263 TFEU.
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