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A recent decision by the Court of Milan found that a trade mark owner who had consented to products being sold
in the European Economic Area (EEA), but only through authorised retailers, could make a claim for trade mark
infringement where the product was sold by an unauthorised retailer. This case highlights the effectiveness of
implementing a selective distribution system for product manufacturers looking for new ways to protect their
brand.

BACKGROUND

Landoll S.r.L, an Italian manufacturer of professional cosmetics bearing the trade marks NASHI and NASHI
ARGAN, sells its products through a selective distribution system. Essentially, retailers are only authorised to sell
Landoll's products if they meet certain criteria such as that the products must be applied by trained beauty
professionals. Landoll successfully obtained a preliminary injunction to stop a retailer who had not been
authorised under these criteria making sales via its website and via a third party online marketplace.

TRADE MARK RIGHTS AND SELECTIVE DISTRIBUTION

The principle of exhaustion provides that a trade mark owner may not oppose the further commercialisation of
goods that bear their trade mark and are distributed in the EEA with their consent, unless there are "legitimate
reasons" to do so. The retailer argued that, under this principle, it was entitled to sell the NASHI products in the
EEA.

The Court of Milan found, applying the Coty judgment of the Court of Justice of the EUZ, that Landoll had
implemented a legitimate selective distribution system, limiting the distribution of its products to authorised
dealers in order to safeguard the brand of its products. It also found that the retailer's actionsresulted in actual
harm to the NASHI brands. On this basis, the court found that there was a "legitimate reason" preventing the
operation of the exhaustion principle.
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OUTCOME

The Court ordered withdrawal of the products from the market along with an order for publication of the injunction
on the reseller's website for 30 days. As this was a preliminary injunction decision, there is no final decision on the
matter as yet. However, this judgment will be persuasive for other courts applying EU trade mark law and we
expect the reasoning to be followed in similar actions.

The decision is good news for trade mark holders who already have a selective distribution system in place, as it
establishes that such holders may use their IP rights to limit unauthorised sales as well as through competition
law. For trade mark holders who do not operate such a distribution model, this case provides a clear illustration as
to why they should consider whether changes to their models may be appropriate in order to ensure their branded
products are adequately protected.

Notes:

[1] Article 15 of the EU Trade Mark Regulation and Article 5 of the Italian Intellectual Property Code.

[2] C-230/16 Coty Germany GmbH v Parfuemerie Akzente GmbH [2017] [http://www.klgates.com/highest-eu-
court-confirms-that-luxury-goods-manufacturers-can-stop-sales-on-online-resale-platforms-12-08-2017;
http://www.klgates.com/eu-judgment-on-banning-sales-via-online-marketplaces---what-does-it-mean-for-non-
luxury-brands-02-01-2018/; http://www.klgates.com/eu-selective-distribution-update-recent-developments-
regarding-marketplace-bans-and-the-requirement-for-a-physical-point-of-sale-05-02-2018/]
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This publication/newsletter is for informational purposes and does not contain or convey legal advice. The
information herein should not be used or relied upon in regard to any particular facts or circumstances without first
consulting a lawyer. Any views expressed herein are those of the author(s) and not necessarily those of the law
firm's clients.
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