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1. Introduction  
 
1.1  The Anti-Counterfeiting Group (ACG) represents nearly 200 organisations 
globally, which are operating in, or providing specialist advice to, most industry 
sectors where counterfeiting is an issue. Via our lobbying, networking and awareness 
activities, ACG campaigns against the trade in fakes on behalf of consumers and 
legitimate business interests, in partnership with government and law enforcement 
agencies, and other rights organisations. Our ultimate aim is to change society's 
perception of counterfeiting as a harmless activity, by exposing the worldwide 
economic and social cost of intellectual property crime.   
 
1.2 ACG works closely with the IP Policy Unit within HM Commissioners of 
Revenue and Customs (HMRC) and with officers of the UK Border Agency (UKBA) at 
the frontier.  We offer technical assistance and awareness days at particular ports 
and airports, hold Roadshows all round the country for law enforcement in general - 
where UKBA officers and HMRC officials can attend, speak and exhibit - and 
otherwise do all we can to support their work and our members' interests (for 
example, providing an important forum for discussion and action when recent 
changes were made to UK suspension procedures, to conform more closely to those 
in the Regulation). ACG is also lobbying DG TAXUD while the EU Council Regulation 
1383/2003 (the Regulation) is under review, on various issues, including this one. 
 
1.3 Nokia Corporation (Nokia) is a member of ACG in the UK and of other ACGs 
in various countries around the world (a normal arrangement in this global market). 
ACG is responding to the IPO's invitation to comment, and is doing so in support of 
Nokia's position, because the issue raised by this case, relating to fake goods in 
transit, is of enormous importance to everyone involved in IPR enforcement 
throughout the European Union and beyond.  This case will decide whether the EU 
can continue to be used by criminals as a guaranteed trade route to transport 
counterfeit goods to and from non-member countries.   
 
1.4 The Nokia Reference, in respect of which the IPO has asked interested 
parties for comment, has been made to the European Court of Justice (ECJ) by order 
of the Court of Appeal here in the UK, following Nokia's application to the High Court 
for judicial review, in respect of a decision and policy of HMRC.   
 
1.5 Kitchin J, the judge at first instance, refused Nokia’s application, but 
recognised “that this result is not satisfactory”.  He concluded with the hope that his 
decision “provokes a review of the adequacy of the measures available to combat the 
international trade in fake goods by preventing their transhipment through Member 
States”.  
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1.6 The issue is whether, under the Regulation, HMRC has the power/obligation 
to detain and then seize goods which are identified as counterfeit, but are in transit 
through the UK, from one non-member country to another.   
 
1.7   ACG supports Nokia's position that the EU cannot and should not be used to 
transit counterfeits, and that Customs authorities are already empowered under the 
Regulation to stop such activity. The terms of the Regulation, and related 
communications from the Commission, make clear that the Regulation’s purpose is 
to stop the international movement of counterfeit goods.   
 
1.8 However, recent ECJ trade mark cases, and the current interpretation of the 
definition of 'counterfeit goods' in the Regulation, have combined to create 
uncertainty, and we will therefore need to take a careful look at the law, as well as at 
policy issues.  See paras 4-9 below.  
 
1.9 There is great concern amongst ACG's membership that the necessary 
measures against fake goods which are in transit across the EU, between non-
member countries - which, we say, are already available under the Regulation - may 
remain unexercised by EU Customs authorities because of legal technicalities, when 
clearly it is both the Regulation's intention, and in the public interest, to ensure that 
such measures can be taken. 
 
2. Policy issues 
2.1 It is now accepted by UK law enforcement and government that counterfeiting 
is a serious organised crime on a global scale. The vast profits made by the criminal 
gangs operating the trade in fakes are then used to fund other serious organised 
crimes, often conducted via the same established distribution channels, such as 
human trafficking, drugs and guns. 
 
2.2  Equally serious (and accepted) is the threat to consumer safety. Substandard, 
untested fake products, from children's clothing to electrical goods and 
pharmaceuticals, pose a real risk of injury, or even death: 
http://www.timesonline.co.uk/tol/news/uk/article2641861.ece 
 
2.3  Essentially, the trade in fakes flows from the developing world (where most 
fakes are made) to the developed world (where most fakes are consumed) especially 
the USA and those European countries with coastline and/or weak internal borders.  
Regrettably, UK consumers are to the fore in their appetite for buying counterfeits, so 
our country is a prime destination for shipments of fake goods. 
 
2.4   Additionally, the UK is often the transit country of choice, both between other 
EU Member States and the rest of the world, and between non-member countries at 
opposite ends of the world (for example, between those in the Far East and South 
America, as in the Nokia case). 
 
2.5   Therefore, Customs authorities at the borders of such territories provide the 
essential frontline of defence against the huge quantities of fake product which arrive 
at ports all over the EU (a) for onward distribution internally to markets, discount 
stores and other domestic outlets, and (b) for onward distribution externally to other 
countries. 
 

http://www.timesonline.co.uk/tol/news/uk/article2641861.ece
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2.6 Regarding the volume of the cross-border trade in fakes, DG TAXUD 
produces annual customs statistics, showing that millions of fake products are seized  
each year entering the EU.  In 2007, 42% of all articles seized by EU Customs were 
in transit through the EU to non-Member States.  
http://ec.europa.eu/taxation_customs/customs/customs_controls/counterfeit_piracy/statistics/index_en.htm 
 
2.7 Furthermore, the Organisation for Economic Co-operation & Development 
(OECD) produced a detailed study and report in 2007, which attempted to estimate 
the value of the cross-border trade in fakes worldwide, which has recently been 
updated: 
 
(1) The OECD study originally concluded that international trade in counterfeit and 
pirated goods could have been as much as USD 200 billion in 2005.  
 
(2) The updated estimates recently issued, based on the growth and changing 
composition of trade between 2005 and 2007, suggest that counterfeit and pirated 
goods in international trade grew steadily over the period 2000-2007 and could 
amount to up to USD 250 billion in 2007.   
 
(3) These estimates only relate to cross-border volumes of fakes, and do not include 
domestically produced counterfeits, nor online trade or digital piracy. 
http://www.oecd.org/document/23/0,3343,en_2649_34173_44088983_1_1_1_1,00.html 
 
2.8   Therefore, it is clearly in the interests of consumers, legitimate traders and 
law enforcement operating within national borders that Customs authorities are able 
to adopt robust, consistent policies against counterfeits intercepted at their frontiers.  
 
3. The questions 
3.1  The question posed by the IPO for comment is  
 
Whether customs authorities should detain goods bearing a Community trade mark 
that are in transit through the EU from a non-Member State to another non-Member 
State, in the absence of evidence that they will be diverted onto the market in 
Member States. 
 
The simple answer to that question is yes, and we believe they are already 
empowered to do so.  The supporting arguments appear above and below. 
 
3.2  The question referred from the Court of Appeal to the ECJ for a preliminary 
ruling  is: 
 
Are non-Community goods bearing a Community trade mark which are subject to 
customs supervision in a Member State and in transit from a non-Member State to 
another non-Member State capable of constituting "counterfeit goods" within the 
meaning of Article 2(1)(a) of Regulation 1383/2003/EC if there is no evidence to 
suggest that those goods will be put on the market in the EC, either in conformity with 
a customs procedure or by means of an illicit diversion. 
 
We say that the existing definition of 'counterfeit goods' in the Regulation is 
sufficiently  clear (see below) for Customs to be able to intervene against goods in 
transit, so the answer to this question is also 'yes'. 

http://ec.europa.eu/taxation_customs/customs/customs_controls/counterfeit_piracy/statistics/index_en.htm
http://www.oecd.org/document/23/0,3343,en_2649_34173_44088983_1_1_1_1,00.html
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4. The definition of ‘counterfeit goods’ in the Regulation 
4.1 Article 2(a)(i) of the Regulation defines ‘counterfeit goods’ as 
 
“goods, including packaging, bearing without authorisation, a trademark identical to 
the trademark validly registered in respect of the same type of goods, or which 
cannot be distinguished in its essential aspects from such a trademark, and which 
thereby infringes trade mark holders rights under Community law, as provided for by 
Council Regulation (EC) No 40/94 of 20 December 1993 on the Community 
trademark or the law of the Member State in which the application for action by the 
customs authorities is made…." 
 
4.2 Counterfeit goods are correctly defined by reference to their bearing a 
registered trade mark belonging to another, without authorisation. 
 
4.3   The last phrase 'and which thereby infringes trade mark holders rights" should 
be read in the context of Recital (8) of the Regulation which states 
 
“Proceedings initiated to determine whether an intellectual property right has been 
infringed under national law will be conducted with reference to the criteria used to 
establish whether goods produced in that Member State infringe intellectual 
property rights…” (emphasis added) 
 
4.4 Consistent with this recital, Article 10 states: 
 
“The law in force in the Member State within the territory of which the goods are 
placed in one of the situations referred to in Article 1(1) shall apply in deciding 
whether an intellectual property right has been infringed under national law.” 
 
4.5 This “Manufacturing Fiction” means that the Courts (and Customs) should 
assume that the goods in question have been produced in the country in which they 
are stopped, for the purposes of assessing whether or not they infringe an intellectual  
property right. 
 
5. The facts in the Nokia case 
5.1 The consignment in question was stopped by HMRC in the UK en route from 
Hong Kong to Colombia, containing suspect Nokia mobile phone handsets and 
accessories using unauthorised Nokia trade marks.  
 
5.2  HMRC's position was that it was difficult to treat these goods as ‘counterfeit’ 
under the Regulation because - although all parties agreed that they were fake - 
there was no evidence that the goods would be released into free circulation within 
the EU, and thereby infringe a relevant trade mark right.   
 
5.3 HMRC concluded that it was not lawful for it to deprive the owner of their 
goods.  HMRC subsequently explained that it had adopted a policy of not targeting or 
detaining suspected counterfeit goods where those goods were in transit, or were 
being transhipped, through the UK to a country outside the EU.   
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6. The underlying purpose of the Regulation  
6.1 The Regulation sets out the circumstances in which goods suspected of 
infringing IP rights may be seized by Customs authorities.  ACG supports Nokia's 
contention that those expressly include goods in transit through the EU.  
 
6.2  This is apparent from Recital (3) to the Regulation which provides: 
 
“In cases where counterfeit goods, pirated goods and, more generally, goods 
infringing an intellectual property right originate in or come from third countries, their 
introduction into the Community customs territory, including their transhipment, 
release for free circulation in the Community, placing under a suspensive 
procedure and placing in a free zone or warehouse, should be prohibited and a 
procedure set up to enable the customs authorities to enforce this prohibition as 
effectively as possible.” (emphasis added) 
 
6.3 This recital introduces the principal purpose of the Regulation - to enable 
customs authorities to seize, and provide procedures for seizing, counterfeit goods in 
circumstances both where those goods are released for free circulation and where 
those goods are merely passing through a Member State and are subject to 
suspensive customs procedures.  
 
6.4  'Transit’ is an example of a suspensive procedure.   
 
6.5  In the past, the system under the Regulation was effective in dealing with 
transit consignments.  However, recent ECJ trade mark law cases (see below) have 
introduced uncertainty.  
 
7. HMRC’s position  
HMRC relies principally on two cases to support its argument that counterfeit goods 
in transit cannot be stopped unless there is also evidence of diversion into the EU: 
 
7.1 The Class International1 case in which the ECJ held that trade mark 
infringement did not arise in the EU unless and until the genuine goods were 
released for free circulation in the EU. 
 
7.2 The Montex case2 in which the ECJ held that a trade mark proprietor can 
prohibit the transit through a Member State in which that mark is protected of goods 
placed under the external transit procedure, whose destination is another Member 
State where the mark is not so protected, only if those goods are subject to the act of 
a third party while they are placed under the external transit procedure which 
necessarily entails their being put on the market in that Member State of transit. 

 
8. Nokia’s position  
8.1 Nokia argues that in the Montex case the ECJ was not seeking to apply the 
previous counterfeit goods regulation (Regulation 3295/94) but was concerned only 
with a party-to-party application under the Trade Marks Directive by the trade mark 
owner.  It did not address whether the goods should be subject to border seizures. 
 

 
1 Case C-405/03 Class International BV v Colgate Palmolive Co and Ors [2005] ECR I-8735 
2 Case C-281/05 Montex Holdings v Diesel [2006] ECR I-10881 

http://www.bailii.org/cgi-bin/redirect.cgi?path=/eu/cases/EUECJ/2005/C40503.html
http://www.bailii.org/cgi-bin/redirect.cgi?path=/eu/cases/EUECJ/2006/C28105.html
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8.2 On Nokia’s reading of the judgment, the ECJ differentiates between the Trade 
Marks Directive and the counterfeit goods regulation.  Further, applying the Montex 
case leads to an interpretation that the Regulation will apply only to goods where the 
transit is a sham. This is not what the Regulation states and there is no basis in the 
text for such an interpretation.  
 
8.3 Nokia relies on two cases to support its position: 
(1) In the Polo/Lauren3 case the ECJ held that the previous counterfeit goods 
regulation was expressly designed to apply to goods passing through Community 
territory to a non-Member State. The ECJ also drew attention to the fact that the 
transit of counterfeit goods through one or more Member States meant there was a  
risk that goods would fraudulently be brought into the Community market. ACG 
supports Nokia's belief that this is not a particular risk on the facts of the case, but a 
general risk which is present when counterfeit goods are in transit; invariably, parties 
which knowingly deal in counterfeit goods are in the business of deceit. 
 
(b) The Rolex case4 in which the ECJ stated that Austrian criminal law, which (prior 
to the introduction of the Trade Marks Directive) did not penalise the mere transit of 
counterfeit goods, would be contrary to the requirements of the previous counterfeit 
goods regulation. 
 
9. Resolving the potential tension  
9.1 One way to resolve the potential tension between the Montex case and 
Polo/Lauren and Rolex cases is to adopt the interpretation of the definition of 
counterfeit goods set out above in paragraph 4, namely to apply a “Manufacturing 
Fiction”.   If a “Manufacturing Fiction” had been applied to the goods found in transit 
in the Nokia case, then HMRC should not have refused to suspend the release of 
those goods.  Further, HMRC’s policy in respect of refusing to seize counterfeit 
goods in transit would be wrong. 
 
9.2 In contrast to the UK Courts, the Court of the Hague in Sisvel v Sosecal5 
applied the “Manufacturing Fiction”. The Court of the Hague also relied upon 
Polo/Lauren and Rolex, which it indicated were still good law and applied under the 
Regulation.  
 
9.3 It concluded that the goods in issue were assumed to have been made in the 
Netherlands for the purpose of determining whether they infringe patent rights under 
the Regulation. 
 
 
CONCLUSION 
 
The ECJ now has the opportunity to restore clarity to the interpretation of the 
Regulation and re-affirm the correct approach which should be taken to combat the 
transit of counterfeit goods through the EU. 
 
 

 
3 Case C-383/98 Polo/Lauren [2000] ECR I-2519 
4 Case C-60/02 Rolex [2004] ECR I-651 
5 Sosecal Industria e Comercio Ltda  v Societa Italiana Lo Sviluppo Dell’ Elettronica - Case No. 311378 
(Court of the Hague) 
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It is therefore of paramount importance that HM Government takes this opportunity to 
submit observations to the ECJ, prior to its consideration of the question referred to it 
for a preliminary ruling: 
 
(1) supporting the right holders' interpretation of the relevant provisions of the 
Regulation and the above case law; and  
 
(2) emphasising the need for greater clarity, in order to empower Customs authorities 
throughout the EU to take the necessary actions, confident that their position is fully 
supported by the law. 
 
 
 
 
 
 
  
Ruth Orchard 
Director-General, ACG  
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 +44 (0)1494 449165 
 +44 (0)1494 465052 
 www.a-cg.org 

mailto:-ruth.orchard@a-cg.com
mailto:-ruth.orchard@a-cg.com
mailto:-ruth.orchard@a-cg.com
http://www.a-cg.org/
http://www.a-cg.org/

