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Publications H&M LOSES NINE YEAR INVALIDITY
BATTLE

H&M v Yves Saint Laurent: CJEU decision points to a narrow interpretation of the
scope of protection offered by a Community Registered Design after a nine year
invalidity battle.

Recorded webinars

The high street retailer, Hennes and Mauritz (H&M), has lost its appeals to the EU General
Court of the Court of Justice of the European Union (CJEU) against the decisions of the Office NICOLA
for Harmonisation in the Internal Market (OHIM) that two Community registrations for handbag

i ) ) ) BORTHWICK
designs filed by luxury brand Yves Saint Laurent SAS (YSL) are valid.
Such Community registrations are enforceable in all EU countries, giving an effective Seni‘or Assoc.iate
monopoly for the period of registration, which can be up to 25 years. (registered with the Law

Society of Scotland)
The decision turned on an assessment of whether YSL's registered designs met the
requirements for registration under Article 6 of the Community Design Regulations (Regulation Email Nicola
6/2002); namely:

. . P . . L +44 (0)20 7427 1051
* A design shall be considered to have individual character if the overall impression it ©

produces on the informed user differs from the overall impression produced on such a
user by any design which has been made available to the public:[...] (b) in the case of a
registered Community design, before the date of filing the application for registration or, if
a priority is claimed, the date of priority. SHARE THIS

* In assessing individual character, the degree of freedom of the designer in developing ARTICLE
the design shall be taken into consideration. (Emphasis added.)
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* This decision should encourage seeking a Community design registration as it is not
necessary to have a design which differs dramatically to earlier designs or products even
where there is a high degree of design freedom. However, this does cut both ways: before
challenging another’s design based on your own, a careful analysis of the "individual
character" should be undertaken employing the four-stage analysis set out by the CJEU.

- Remember that even where the designer is found to have a high degree of design
freedom, such as when designing a fashion item, this does not create an independent
factor which ultimately determines how "different" a design needs to be from any prior
design before it creates a different overall impression: it is merely one consideration within
the four-stage analysis.

* The notional "informed user" is to be perceived as a person who is knowledgeable of the
products available in that sector as a whole, without being an expert, regardless of what
"end" of the market the designs or products belong to (whether that is supermarket, high
street or high end). This suggests a higher level of attention and knowledge is being
attached to this notional shopper by the CJEU than may actually be the case in "real life™:
the true average consumer may not actually be so observant regarding differences in the
design of similar products or conversant with of the designs already available across a
broad range of retailers.

THE DESIGNS IN ISSUE

YSL Registered Designs (YSL Designs)
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H&M loses nine year invalidity battle

H&M "Fantastic Shopper" handbag (Earlier Design)
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JUDGEMENT OF THE GENERAL COURT OF THE CJEU

The General Court disagreed with H&M's interpretation of Article 6: namely, that the "freedom
of the designer" test should be elevated in the analysis of whether the YSL Designs had
individual character and therefore created an different overall impression on the informed
user.

In dismissing H&M’s appeal, the General Court agreed with OHIM that while the designer’s
degree of freedom may "reinforce" or "moderate” the conclusion as regards the overall
impression produced by each design, "it does not constitute a preliminary and abstract step in
the comparison of the overall impression produced by each design at issue".

It rejected the contention by H&M that, in essence, OHIM had inverted the steps required
when analysing "individual character”, the General Court made it plain that such "a 'two-step
test' [...] is not required either by the applicable legislation or the case-law."

Rather, the General Court stressed that the assessment of the "individual character" is the
result of a four-stage examination; namely, deciding upon:

®
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the sector to which the product in the design belongs

« the informed user of those products in accordance with this purpose and the degree of
awareness of prior designs and the level of attention in the comparison of the designs

* the degree of design freedom in developing the design, and

* the outcome of the comparison of the designs in issue taking all of the above into
consideration.

Applying this four-step test to the designs at issue, the General Court concluded that "the
differences between the designs at issue are significant and that the similarities between them
are insignificant in the overall impression that they produce".

THE BACKGROUND

To understand how the CJEU reached its decision, it is helpful to have an appreciation of the
arguments progressed by the parties and the decisions of the earlier courts.

First Decision

H&M proceeded with applications to OHIM for a declaration of invalidity in respect of the YSL
Designs (above) which were filed during 2006, claiming that they had no "individual
character".

In support of its application, H&M relied upon its Earlier Design, which it claimed was created
during 2005 and was first put on sale at the end of 2005 in its German stores. H&M
contended that the YSL Design created the same overall impression on the informed user as
the Earlier Design, with differences between the designs being minor in nature.

In particular, H&M pointed to the similarity of the overall shape of the YSL Designs to the
Earlier Design and the use of metal rings and studs to attach the handles/straps to the body
of the bag.

H&M argued that the informed user should be taken to mean everyone who usually buys such
items, and not just limited to those purchasing in the luxury sector and/or to women alone.

In response, YSL argued that the Earlier Design documents should not be considered as H&M
failed to prove a concrete date for the creation the Earlier Design and subsequent marking
and sales of the handbag made to that design.

It also argued that there were sufficient major differences, as well as several more minor
differences, between the designs in issue which ought to lead to a finding that the YSL
Designs created a different overall impression.

As to the standard to be applied, YSL said that the informed user in this case should be
categorised as someone who usually uses such products, knows the trends and is interested
in such products and is therefore more attentive than the average consumer albeit not an
expert.

The Cancellation Division of OHIM found that the evidence regarding the creation of the
Earlier Design and sale of the "Fantastic Shopper" was established. It then had to consider
whether the YSL Design created a "different overall impression" on the "informed user".

The "informed user" was held to be a consumer who uses handbags regardless of gender,
knows the relevant products and is aware of the existing features in this field without being an
expert: the "luxury" element of YSL’s products was irrelevant to the assessment of the overall
impression produced by the YSL Designs on the notional informed user.

In assessing the validity of the designs in issue, the Cancellation Division found that the YSL
Designs were novel as the differences observed were (in its view) more than insignificant and
that they had individual character.

It noted that, whilst the freedom of the designer was very high in creating the YSL Designs,
the unavoidable presence of certain elements (such as the handles/straps and a body to the
bag) did not detract from the individual character of the YSL Designs.

In reaching this conclusion, the Cancellation Division concluded that the structure and lines of
the YSL Designs were, overall, different to the Earlier Design which it considered to be more
rectangular in shape and the addition of features such as the leather swing tag further added
to the "distinctive character" of the YSL Designs.
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First Appeal Decision

H&M appealed the Cancellation Division’s decision primarily on the basis that:

it had failed to take into account the reciprocal link between the margin of the freedom of
the designer and the assessment of "overall impression" (ie the greater the designer’s
freedom, the greater the differences between designs had to be before a different overall
impression was created), and

* it erred in finding that the differences in details were enough to "trump" an assessment of
the basic structure of the handbags, which H&M said gave the same overall impression.

In rejecting its appeal, the Board of Appeal found that while the designs at issue did have
common features there were, nonetheless, significant differences in shape, structure and
surface finish.

As to shape, it found that the YSL Designs had a perceptibly rectangular shape compared to
the more curved shape of the Earlier Design.

As to structure, it found that the YSL Designs gave the impression of a single piece of leather
whereas the Earlier Design was divided into three sections.

As to surface finish, it noted that the YSL Designs were totally smooth apart from seaming
whereas the Earlier Design was covered with pronounced and raised decorative motifs.

The Board of Appeal also made plain that even where the degree of freedom which a
designer enjoyed in designing such an item was high, this did not cancel out these "significant
differences" which were decisive in the overall impression created by the YSL Design when
compared to the Earlier Design, stressing that:

"The degree of freedom cannot therefore, on its own, give rise to an outcome as regards the
assessment of individual character. That assessment must be based on the overall impression
[...]. In other words, the degree of freedom of the designer must serve to temper the judgment
— in the sense [...] of “reinforcing” it or, on the contrary, of moderating it — arrived at on the
basis of the perception of the informed user.[...] The degree of freedom of the designer is
therefore not [...] the starting point for the assessment of individual character but [...] an
aspect which “must be taken into consideration” when analysing the perception of the
informed user".

COMMENT

It is unusual to see a high street retailer challenge the designs of a luxury retailer and certainly
to the extent that this action has proceeded through three courts over nine years: there must
have been a good commercial reason on both sides.

That said, in doing so, the CJEU has provided a helpful and practical recap of the process to
be undertaken when assessing "individual character" for the purposes of determining whether
a design is capable of being protected under the Community Design Regulations and when
considering the merits of challenging another’s design.

H&M have until late November 2015 to appeal the General Court’s decision to the Court of
Justice.

This article was written by Nicola Borthwick.

For more information please contact Nicola on +44 (0)20 7427 1051 or at
nicola.borthwick@crsblaw.com
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