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Introduction

The so-called repair clause in Article 110 of Council Regulation (EC) 6/2002 on Community
Designs (CDR) has been the point of much contention. To the ingenuous observer, a certain
degree of dispute appears to be unavoidable. Any regulation of this matter will find itself
between the conflicting priorities of the primary (automotive) industry on one side and the
independent manufacturers that want a share of the secondary market on the other side.

This struggle has led to the current situation in which Article 110 CDR - strikingly labelled as
"Transitional provision" — has been in effect for more than 14 years since its inception on
5" January 2002.

The main effect of the conflicting interests is, however, that the European Commission's push
for a harmonization of the national design laws to the same effect of Article 110 (1) CDR has
failed. The corresponding proposal' had — after three years of discussion — been adopted by
the European Parliament in 2007; since then it had been stuck in the Council due to the
resistance from Member States and was finally withdrawn in 20142,

What can be gathered from this initiative by the European Commission is, however, that a
repair clause as in Article 110 (1) CDR is favoured by the institutions of the European Union.
Article 110 (1) CDR is not going anywhere — so to speak — and as such the question that
needs to be answered is how the provision should be handled, especially considering the
fragmented national design laws.

In this context, the issue of so-called "replica rims" recently rose to prominence, since two
courts referred questions to the European Court of Justice (CJ) regarding the applicability of

! Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
amending Directive 98/71/EC on the legal protection of designs, COM(2004) 582.
2 Official Journal of the European Union, C 153, 21 May 2014.
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Article 110 (1) CDR to rims in general and "replica rims" in particular. The term "replica rims"
in this context refers to rims manufactured in a shape that is identical or extremely similar to
the rims produced by the car manufacturer.

Prior to the referrals about 40 decisions by national courts, including the highest national
courts (Spain, Germany, UK, Denmark ) confirmed that rims do not fall under Article 110 (1)
CDR, while only one court took a contrary view.3

. The Referrals

In their referrals both courts, namely the highest German civil court (Bundesgerichtshof,
hereafter: BGH)* and the Milan Court of Appeal®, touch upon the heart of the issue, namely
whether Article 110 (1) CDR applies only to components whose shape is in principle
inalterably determined by the appearance of the product as a whole and cannot be freely
selected by the customer.

1. BGH

The BGH's approach is to ask — as a first step — whether Article 110 (1) CDR is
applicable only to so-called "must-match” parts of complex products. In its referral, the
BGH takes the position that this question has to be answered in the affirmative®.

If, however, the CJ deems that not to be the case, the BGH wants to know whether
Article 110 (1) CDR is limited to products that are totally identical to the original
component parts (in colour and size) that are being replaced.

3 England: High Court [2012] EWHC 2099 (Pat); Spain: Audiencia Provincial de Alicante, 18.6.2010 — case
number 443/08 and decision number 278/10; Denmark: Hgjesteret (High Court), 10.3.2015 — 17/2010; Germany:
LG Dusseldorf GRUR-RR 2016, 228- Autofelgen; LG Hamburg GRUR-RS 2015, 16872 — Leichtmetallrad;
Belgium: Tribunal de Commerce Bruxelles, 16.2.2015 — A/12/05787; Finland: Court of Helsinki, 15/149362,
19.11.2015, Az. R 14/5257; Sweden: SVEA HOVRATT (Court of Appeals), 29.01.2016, Az. O 8596-17; Italy:
approximately 20 decisions, such as Tribunale di Bologna, 17.12.2013 — 4306/2011; Tribunale di Bologna,
17.12.2013 — 9059/2011; Tribunale di Milano, 21.2.2013 — EGMR case number 7549310 75493/2010; Tribunale
di Milano, 27.11.2014 — 3801/2013. Differently: Corte d’appello di Napoli, 25.9.2013 — 3300/2011 and Milan
Court of Appeal, Audi v Acacia, R.G. 1080/2015, referral decision, 15.06.2016, CJEU C-397/16.

4 BGH Porsche v. Acacia, | ZR 226/14, referral decision, 02.06.2016, CJEU C-435/16.

5 Milan Court of Appeal, Audi v Acacia, R.G. 1080/2015, referral decision, 15.06.2016, CJEU C-397/16.

® BGH Porsche v. Acacia, | ZR 226/14, referral decision, 02.06.2016, mn. 26-44.
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Furthermore, the BGH wants to know whether and if so, how the manufacturer of
replica rims has to ensure that his products are exclusively used for the purpose of
restoring the original appearance.

2. Milan Court of Appeal

In its referral, the Milan Court of Appeal asks whether European law bars an
interpretation of Article 110 (1) CDR according to which replica rims, that in their
appearance are identical to the original rims that came with the car, are excluded from
the definition of designs as contained in Article 110 (1) CDR.

Should the first question be answered in the negative — and thus Article 110 (1) CDR
potentially not apply to the aforementioned replica rims — the Italian court wants to
know whether regulations regarding intellectual property mandate that Article 110 (1)
CDR is only to be applied to replica products whose shape is essentially predetermined
by the exterior appearance of the complex product.

In case Article 110 (1) CDR was applicable to replica rims, the court also poses the

question which measures the manufacturer has to adopt to ensure that his products
are exclusively used for the purpose of restoring the original appearance.

3. The CJ's Task

In its reply to the referrals, the CJ will have to answer the core questions that revolve
around the issue of the so-called "replica rims".

These questions are:
a) Arerims a component part of the complex product "car"?

b) If so, does Article 110 (1) CDR apply only to so-called "must match" parts of
complex products?

C) If that is not the case, would the applicability of Article 110 (1) CDR be restricted
exclusively to the offering of rims that are identical to the original rims that the
particular car was originally delivered with?
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d)  Whether spare-part manufacturers have to take measures (and if so, which) in
order to make sure that their products can be acquired only for repair purposes
and not also for other purposes?

lll.  ECTA Design Committee's Position

ECTA is of the opinion that Article 110 (1) CDR does not and should not apply to rims.
Article 110 (1) CDR serves a very specific purpose, namely to liberate the secondary market
for certain spare parts’. To fulfil this purpose, Article 110 (1) CDR denies registered designs
that fall into its scope protection against products "that are intended for the repair of a
complex product so as to restore its original appearance"”. This is a substantial encroachment
into the intellectual property rights of the holder of the RCD, since he is left with quite a
narrow field of products against which he can assert rights based on his RCD.

In 1995, the European Union (at that time: European Community) signed the TRIPS treaty
and is therefore bound by its provisions. Article 25 (1) TRIPS obligates the members of
TRIPS to "provide for the protection of independently created industrial designs that are new
or original”. Article 26 (2) TRIPS allows for "limited exceptions to the protection of industrial
designs, provided that such exceptions do not unreasonably conflict with the normal
exploitation of protected industrial designs and do not unreasonably prejudice the legitimate
interests of the owner of the protected design, taking account of the legitimate interests of
third parties”.

Denying the design holder the right to prohibit the distribution of infringing products is
obviously a limitation within the meaning of Article 26 (2) TRIPS and as such requires
weighty reasons to be permissible. Consequently, such a significant intrusion can be justified
only if there is substantial evidence that a certain market is stifled by the use of design rights.

An RCD - like any other intellectual property right — entails a “legal monopoly” regarding this
specific design for the holder (design monopoly); but this is by no means an undue limitation
of the freedom of the competition. On the contrary, intellectual property rights have proven
themselves in the last decades to be a driving force for innovations in all fields, fuelling the
competition. The designer — as a reward for his efforts — receives the right to exploit the
result of his work. If there were no laws to protect the results of a design process, there

" Recital 13 Preamble CDR.
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would be — from a business point of view — little to no incentive to make an effort to gain a
competitive edge through innovative designé.

The aforementioned design monopoly is only a problem where it — due to the specifics of the
market — de facto turns into a monopoly for a whole product category (product monopoly)®.

Such a de facto monopoly was indeed seen as a problem with regard to spare parts for the
exterior of a car, especially body panels such as fenders, doors and the hood'°. Should one
of the aforementioned parts be damaged, the consumer would — if Article 110 (1) CDR did
not exist — seemingly have two options:

e To buy the spare-part from the car manufacturer,
e To buy the spare-part from a third party.

In this scenario, the second option would not realistically exist if the car manufacturer had
registered designs for his car parts, as this would lead to the consequence that the third
party's product would have to deviate significantly enough to produce on the informed user a
different overall impression (Article 10 CDR) in order to avoid an infringement of the original
manufacturer’s design rights.

Due to the specifics of the car market, namely the homogenous design of cars, this is not an
option for the consumer. It is extremely uncommon for a car not to feature the standard body
panels. To most people, using nonstandard parts on the exterior would stand out in a very
negative way no matter how well designed they are.

Therefore, when it comes to the aforementioned parts of cars, the consumer is de facto
forced to obtain a spare part that features the original shape. However, if there were no
Article 110 (1) CDR, any competitor would be barred from supplying that shape, as it is
monopolized for the car manufacturer. As such, it is comprehensible that an effort was made
to open up this secondary market for competition in order to keep the pricing policy of the car
manufacturers in check. By ensuring fair competition for this particular secondary market that

8 Hasselblatt/Haesemann, Designrechtlicher Schutz von Kfz-Ersatzteilen in Janich/Schrader [ed], Autorecht
2014, p. 149.

® European Economic and Social Committee, Official Journal of the European Union, C 286/03, 17.11.2005, mn.
1.6.1.2; LG Dusseldorf, 14 ¢ O 58/15, 10.03.2016, mn. 61; LG Hamburg, 308 O 143/14, 18.09.2015, mn. 74.

10 European Commission COM(1993) 342, page 26; European Commission COM(2004) 582, page 8.
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otherwise could be dominated by the car manufacturers, the resulting limitation of design
rights can be seen as being in line with Article 26 (2) TRIPS.

Considering the specifics of the rim market, however, applying the same treatment could only
be seen as an unjustified restriction of the design holder's rights. Looking at the market for
the aforementioned spare parts on the one hand and for rims on the other, the differences
are easily discernible. The whole problem of a de facto monopoly arises only if there is
merely one single shape that is acceptable to the market. Then — and only then — does the
monopolization of a certain shape lead in turn to the monopolization of the whole market for
that part'2. Taking the door of a car as an example — a certain model of a car will always be
equipped with a door of the same shape. The customer cannot choose to have his car
delivered with a different door, nor is there a substantial market for spare car doors that
feature a design that deviates from the shape as distributed by the car manufacturer.

Such claim can obviously not be made for the market for rims. First and foremost, there is
not the one shape for rims. The design of the rim is not at all predefined by the car model the
customer chooses!®. On the contrary, to change the look of the rims is a — perhaps the —
most popular way to give a car a sense of individuality. Whereas the vast majority of
consumers will — for the reasons mentioned above — not even contemplate changing the
exterior of the car itself, there are hardly any hesitations when it comes to changing the rims.
Car manufacturers have recognized the desire for individualization and therefore let their
customers choose between different rim designs when purchasing a car. Moreover, there is
a considerable rim market from independent producers. Hence, there is not one set of rims
that could be considered "original" for each car model. Instead, the customer is free to
choose a rim designed to his liking.

As a consequence of the above, it is very common for a car to be equipped with custom rims,
whereas the same cannot be said for parts like fenders and other body panel parts. In fact,
many car owners spend substantial amounts of money to replace the rims that they
purchased in combination with their car. This has led to a healthy competitive environment
that ensures that the customer always has a substantial amount of options at his disposal. As
such, the market for rims does not need to be liberated by the intervention that is
Article 110 (1) CDR.

11 Ruhl, Gemeinschaftsgeschmacksmuster [2010], Art. 3 mn. 157.
12 LG Disseldorf, 14 ¢ O 58/15, 10.03.2016, mn. 61.
13 BGH Porsche v. Acacia, | ZR 226/14, referral decision, 02.06.2016, mn. 22, 24.
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In conclusion, there is no risk of a monopolization of the rim market by the car manufacturers
that would justify restricting the rights of the RCD holders.

These interests, and especially Article 26 (2) TRIPS, have to be considered when
interpreting the wording of Article 110 (1) CDR.

1. Rims are not a component part of the complex product "car"

The first requisite of Article 110 (1) CDR is that the rim constitutes a component part of
a complex product. While a car is — without a doubt — a complex product, rims cannot
be considered to be a component part of it.

The term "complex product" is defined in Article 3 (c) CDR as

"a product which is composed of multiple components which can be replaced
permitting disassembly and reassembly of the product".

Only two provisions within the CDR make use of this term. These are Article 4 (2) and
Article 110 (1) CDR. Both of these articles limit the scope of RCDs. Article 4 (2)(a) CDR
achieves this by granting protection only for a component part which "once it has been
incorporated into the complex product, remains visible during normal use of the latter".
As such it complements Article 110 (1) CDR in liberating the spare part market by
denying all non-visible parts design protection. As both of these articles are exceptional
rules, it is generally accepted that they and hence the term "complex product” have to
be narrowly construed!®. This also follows from Article 26 (2) TRIPS, which allows
"limited exceptions"?S.

Furthermore, it is important to remember that both Article 4 and Article 110 CDR were
incorporated into the regulation as a solution to the so-dubbed "spare-part-dilemma".
The technical side of this "dilemma" is covered by Article 8 (1) (2) CDR, which excludes
designs that are solely dictated by their technical function or certain features that must
necessarily be reproduced in their exact form and dimensions in order to function (so-
called "must-fit" parts). Article 110 (1) CDR, on the other hand, is meant to regulate the
freedom of so-called "must-match" parts. As such it is not sufficient for a product to be

4G Dusseldorf, 14 ¢ O 58/15, 10.03.2016, mn. 58; LG Hamburg, 308 O 143/14, 18.09.2015, mn. 74.
15 Ruhl, Gemeinschaftsgeschmacksmuster [2010], Art. 3 mn. 157.
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considered a component of a "complex product” in the sense of Article 3 (c) CDR that it
is fastened to the complex product and fulfils a certain technical function. This is
reinforced by the fact that according to its wording, Article 110 (1) CDR is focused on
enabling the customer to "restore [the] original appearance”.

Consequently, it is required that the component in question be of such importance for
the appearance of the product that it is crucial for the decision of the consumer to buy
it. Article 110 (1) CDR covers only component parts that contribute to the product's
appearing as if it was made of one piece. Applied to the issue under consideration, this
would be the case only if the customer felt obligated to restore broken rims to their
original appearance to avoid a fragmentation of the overall impression given by the car.
This, however, is not the case. The contouring of rims follows its own ruleset and is not
predefined by the car model*®. This is proven by the circumstance that the question of
which rims suit which car is highly subjective. If you ask two people which rims they
would put on a specific car, you will most likely get two different answers. Rims are also
suitable and often used by consumers to give their car the character they prefer. For
example, rims that mimic those of race cars will make the car look sporty. Other rims
may be used to convey elegance or extravagance.

As such, taking into account the specific background of Article 110 (1) CDR, rims are
not to be considered a component of the complex car from a design perspective®’.

2.  Article 110 CDR applies only to so-called "must-match" parts

As discussed above, Article 110 (1) CDR serves a very specific purpose, namely to
avoid monopolies on the second market for spare parts. This is only to be feared for
components which are decisive for the appearance of the design of the complex
product. Consequently, the field of application for Article 110 (1) CDR is limited to so-
called "must-match" parts?.

When it comes to these "must-match” parts, the market cannot perform its essential
function. Instead of being able to choose between different suppliers, the consumer
can turn only to the original manufacturer of the car. This lets the car manufacturer set

16 BGH Porsche v. Acacia, | ZR 226/14, referral decision of 02 June 2016 mn. 22.

7 Ruhl, Keine geschmacksmusterrechtliche Schutzschranke im Markenrecht, GRUR 2015, 753 (754).

18 Recital 13 Preamble CDR; High Court of Justice, Case [2012] EWHC 2099 (Pat), 27.07.2012, mn. 78; BGH
Porsche v. Acacia, | ZR 226/14, referral decision, 02.06.2016, mn. 26-44.
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the prices for spare parts much more freely, since there is no competition to keep his
price policy in check!®. Again, this does not apply to the market for rims, as the
consumer is absolutely free in his choice. Neither is he bound to a certain appearance
of the rim nor to a specific manufacturer.

In respect of a functioning market for rims, it does not need the "help" of Article 110 (1)
CDR. As a consequence, any limitation of the design holder's rights would contravene
Article 26 (2) TRIPS.

The following constellation is cited from time to time to justify the application of
Article 110 (1) CDR to rims: The consumer bought a car with rims and later on, during
the lifetime of his car, one of the rims is damaged and needs replacement. He finds
himself in a situation where he is — seemingly similarly to the issue of must-match parts
— limited to obtaining the one missing rim from one source, namely the original
manufacturer. However, this situation does not fall under Art. 110 (1) CDR given that
rims as such are independent from the complex product car. The dependency Art. 110
(1) CDR refers to is only that between the component part and the complex product.
This necessary dependency relationship is missing when it comes to rims, as the
design of the rim is not tailored to the concrete car body, but may be freely selected by
the customer. The only dependency one could think of is that of the four rims among
each other. However, Art. 110 (1) CDR does still not apply as four rims are not a
complex product within the definition of Article 3 (c) CDR?°. Moreover, the factual
situations are not comparable since the consumer still has the option to buy a
completely new set of rims. This option is unavailable for must-match parts. Of course
there is a certain appeal for the consumer to stick to the rim model he already owns as
he would only have to obtain one rim instead of purchasing a full set of new rims.
However, in the end he is faced with an economic decision. The fact alone that there is
a decision to make shows that the constraints are not equivalent to those recognizable
for the so called "must-match" parts?..

Furthermore, it has to be considered that any extension of the scope of Article 110 (1)
CDR lowers the attractiveness of applying for an RCD?2. As was mentioned earlier, the
European Commission withdrew its initiative to harmonise the national laws with

19 European Commission, COM(2004) 582 p. 7.

20 High Court of Justice, Case [2012] EWHC 2099 (Pat), 27.07.2012, mn. 81.

2L LG Hamburg, 308 O 143/14, 18.09.2015, mn. 80.

22 Kondrat in Hasselblatt [ed], Community Design Regulation [2015], Art. 110 mn. 7
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respect to the repair clause in Article 110 (1) CDR. As such, the legal status quo in the
European Union is one of fragmentation. Many countries do not have a repair clause
incorporated in their national design laws. In order to obtain the largest scope of
protection possible, potential design holders have to look at registering national
designs. Obviously, this runs contrary to one of the central purposes of the CDR,
namely to enable Union-wide competition, which is prevented and distorted by the
substantial differences between Member States' design laws?3. Article 110 (2) CDR
clearly shows that the dangers of the current status of fragmented national laws with
regard to the repair clause had been recognised by the European legislature, which
originally assumed that the CDR and Directive 98/71 and thus the national design laws
would — over time — be harmonised with regard to the spare part issue. So as not to
further encourage a return to national designs, Article 110 (1) CDR should be
interpreted in such a way as not to include rims, since the resulting resurgence of
national designs and the above-mentioned obstacles to Union-wide competition far
outweigh any advantages that could be achieved by applying Article 110 (1) CDR
needlessly.

3. Even if it were applicable, Article 110 (1) would be limited exclusively to the
offering of rims that are identical to the original rims that the particular car was
originally delivered with.

The wording of Article 110 (1) CDR clearly states that RCDs do not enjoy protection for
designs for the purpose of restoring a complex product's original appearance. As such,
even if Article 110 (1) CDR were applicable to rims, this would not allow for third-party
suppliers to distribute spare parts that are variations of the "original rims"24,

4.  The suppliers of such rims would have to take appropriate measures in order to
make sure that their products can be acquired only for repair purposes and not
also for other purposes.

Article 110 (1) CDR is commonly considered to apply only if the manufacturer
subjectively distributes the component parts only for the purpose of restoring the
original appearance. As such, RCDs convey protection against products that are
intended to be sold to anyone, regardless of the designated use. This raises the
question of whether this intention has to manifest itself and consequently whether

23 Recitals 3 and 5 Preamble CDR.
24 BGH Porsche v. Acacia, | ZR 226/14, referral decision, 02.06.2016, mn. 46.
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adding a disclaimer to the website or the product packaging can be considered
sufficient manifestation. Considering the sole intention of Article 110 (1) CDR, namely
to liberate the market for consumers that are "bound" to their car and thus need certain
spare parts, this limitation should be reflected in the offering of such products in a
meaningful way. Otherwise, it is to be feared that replica rims would be sold and used
on a large scale to upgrade the look of the car or, for example, for the set of winter
tyres. As such, the limitation of the rights of the design holders must be effectively
restricted to cases where the replica rims are actually being used to restore the original
appearance.

IV. Conclusion

In summary it can be said, therefore, that there are no compelling arguments to apply Article
110 (1) CDR to replica rims. The conditions of the (secondary) rim market do not necessitate
the same intervention that was deemed needed for the market of "must-match" parts. As
such, applying the same limitations would have to be considered a violation of Article 26 (2)
TRIPS.
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