In Case 15/74,

Reference to the Court under [Article 267 TFEU] by the Hoge Raad of the
Netherlands, for a preluminary ruling in the action pendmg before that court
betw een

CENTRAFARM BV, with registered office in Rotterdam, with ADRIAAN
DE PEIJPER, resident at Nieuw erkerk aan de []ssel,

and

STERLING DRUG INC,, with registered office in New York,

on the interpretation of the rules of the [TFEU] on the free movement of
goods, m conjunction with Article 42 of the Act annexed to the Treaty
concerming the accession of the new Member States to the [Union|, and on
the mterpretation of [Article 101 TFEU], m relation to patent nights,

THE COURT

composed oft R, Lecourt, President, C. O Dalaigh and Lord Mackenzie
Stuart, Presidents of Chambers, A. M. Domner, R Monaco, ]. Mertens de
Wilmars, P. Pescatore, H. Kutscher and M. Sorensen (Rappozteur), Judges,

Advocate-General: A. Trabucchu
Regustrar: A. Van Houtte

gives the following

JUDGMENT

Law

By mternn deasien of 1 March 1974, registered at the Court on 4 March,
the Hoge Raad der Nederlanden (Dutch Supreme Court) referred certain
questions, by virtue of [Article 267 TFEU], on patent nghts in relaton to

the provisions of the Treaty and of the Act concerning the Accession of the
three new Member States.

In the decision making the reference the Hoge Raad set out as follows the
elements of fact and of national law m issue mn relation to the questions
referred:



— a patentee holds parallel patents in several of the States belonging to
the E[U],

— the products protected by those patents are lawfully marketed m one
or more of those Member States by undertakmgs to which the
patentee has granted licences to manufacture and/or sell,

— those products are subsequently exported by third parties and are
marketed and further dealt n in one of those other Member States,

— the patent legislation m the lastmentioned State gives the patentee the
oght to take legal action to prevent products thus protected by patents
from bemng there marketed by others, even where these products were
previously lawfully marketed m another country by the patentee or by
the patentee's licencee.

It appears from the proceedings that the main action is concerned with
the nghts of a proprietor of parallel patents in several Member States
who* grants an exclusive licence to sell, but not to manufacture, the patent
proeduct in one of those States, while at the sarmne tune the patentee does
not manufacture the patent product in that sarmme Member State.

As regards question I(a)

This question requires the Court to state whether, under the conditions
postulated, the rules in the [TFEU] concerning the free movement of goods
prevent the patentee from ensurng that the product protected by the patent
1s not marketed by others.

As a result of the provisions in the Treaty relating to the free movement of
goods and in particular of [Articdle 34 TFEU], quantitative restrictions on
inperts and all measures having equivalent effect are prolubited between
Member States.

By Artide 36 [TFEU] these provisions shall nevertheless not include
prohibitions or restrictions on mmports justified on grounds of the
protection of industrial or commercial property.

Nevertheless, it is clear from this'same Article, in particular its second
sentence, as well as from the context, that whilst the Treaty dees not affect
the existence of nghts recognized by the legislation of a Member State in
matters of mndustrial and commeraal property, vet the exerase of these
oghts may nevertheless, depending on the crcurnstances, be affected by the



prohibitions in the Treaty.

Inasmuch as it provides an exception to one of the fundamental principles
of the Common Market, Article 36 [TFEU] in fact only admits of
derogations from the free movement of goods where such derogations are
justified for the purpese of safeguarding rights which constitute the specific
subject matter of this property.

In relation to patents, the specific subject matter of the industnal property is
the guarantee that the patentee, to reward the creative effort of the mventor,
has the exclusive night to use an invention with a view to manufacturing
industral preducts and putting thern mnto circulation for the first ime, either
directly or by the grant of licences to third parties, as well as the night to.

oppose infringements.

10 An obstacle to the free movement of goods may arise cut of the existence,

11

within a national legislation concerning mdustrial and commeraal property,
of provisions laying down that a patentee's right is not exhausted when the
product protected by the patent is marketed in another Member State, with
the result that the patentee can prevent umportation of the product imnte his
own Member State when it has been marketed in another State.

Whereas an obstacle to the free movement of goods of this kind may be
justified on the ground of protection of mdustrial property where such
protection 1s nvoked agamst a product coming from a Member State where
it 1s not patentable and has been manufactured by third parties without the
consent of the patentee and in cases where there exist patents, the criginal
propuetors of which are legally and econormucally independent, a derogation
from the prnciple of the free movement of goods 1s not, however, justified
where the product has been put onto the market m a legal manner, by the
patentee hirnself or with his consent, in the Member State from which it has
been unported, in particular in the case of a propuetor of parallel patents.

12 In fact, if a patentee could prevent the impeort of protected products

marketed by him or with hus consent in another Member State, he would be
able to partiion off national markets and thereby restrict trade between
Member States, in a situation where no such restriction was necessary to
guarantee the essence of the exclusive nghts flowing from the parallel
patents.



13 The plantff m the main action claimns, m this connection, that by reason of

divergences between national legislations and practice, truly identical or
parallel patents can hardly be said to exist.

14 1t should be noted here that, in spite of the divergences which remain in the
absence of any unmification of national rules concerning mdustnal property,
the identity of the protected mvention is dearly the essential element of the
concept of parallel patents which it 15 for the courts to assess.

15 The question referred should therefore be answered to the effect that the
exercise, by a patentee, of the night which he enjoys under the legislation of
a Member State to prohibit the sale, in that State, of a product protected by
the patent which has been marketed m another Member State by the
patentee or with his consent is incompatible with the rules of the [TFEU]
concerning the free movement of goods withim the Commeon Market.

As regards question I(b)

16 This question was teferred to cover the possibility that [Union| rules do not
under all arcumstances prevent the patentee from exercising the night,
under his national law, to prohibit unports of the protected product.

17 It follows from the answer given to question | (a) above that question [ (b
has become deveid of object.

As regards question I(c)

18 This question requires the Court to state whether it makes any difference to
the answer given to question I (a) that the patentee and the licencees do ot
de not belong to the same concern.

19 It follows from the answer given te question I (a) that the factor which
above all else characterizes a restriction of trade between Member States 1s
the territonal protection granted to a patentee in one Member State against
importatien of the product which has been marketed in another Member
State by the patentee himself or with his consent.



20 Therefore the result of the grant of a sales licence in a Member State 15 that
the patentee can no longer prevent the sale of the protected product
throughout the Common Market.

21 Accordingly, it 15 of no significance to know whether the patentee and the
licencees do or de not belong to the same concern.

As regards question I(d)

22 This question requires the Court to state, in substance, whether the patentee
can, notwithstanding the answer given to the first question, prevent
inpoertaton of the protected product, given the existence of price
differences resulting from governmental measures adopted m the exporting
country with a view to controlling the price of that product.

23 It is part of the [Union] auhornties’ task to eliminate factors likely to distort
competiion between Member States, m particular by the harmomzation of
national measures for the control of poces and by the prolubition of aids
which are mcompatble with the Common Market, in addition to the
exeratse of their powers in the field of competition.

24 The existence of factors such as these 1 a Member State, however, cannot
justify the maintenance or introducton by another Member State of
measures which are incompatible with the rules concernng the free
movement of gocods, in particular m the field of industrial and commeraal

property.

25 The question referred should therefore be answered i the negative.

As regards question I(e)

26 This question requires the Court to. state whether the patentee 1s authorized
to exercise the nights conferred on him by the patent, notwithstandmg
[Umion] rules on the free movement of goods, for the purpose of
controlling the distribution of a pharmaceutical product with a view to
protecting the public against the risks arising from defects therein.



27 The protecion of the public aganst risks ansing from  defective
pharmaceutical products is a matter of legitimate concern, and Article 36
[TFEU] authorizes the Member States to derogate from the rules
concerming the free movement of goods on grounds of the protection of

health and life of humans and ammals.

28 However, the measures necessary to achieve this must be such as may
propetly be adopted i the field of health control, and must not constitute a
misuse of the rules concerming industrial and commercial property.

29 Moreover, the speaific considerations underlying the protection of mdustrial
and commercial property are distinct from the considerations underlying the

protection of the public and any responsibiliies which that may 1nply.

30 The question referred should therefore be answered m the negative.

As regards question L(f)

31This question requires the Court to state whether Article 42 of the Act
concerning the Conditions of Accession of the three new Member States
implies that the rules of the Treaty concerning the free movement of goods
carmot be invoked in the Netherlands until 1 January 1975, insofar as the
goods in question onginate in the United Kingdom.

32 Paragraph 1 of Article 42 of the Act of Accession provides that quantitative
restricions on wnpotts and exports shall, from the date of accession, be
abolished between the [Umon] as orgmally consttuted and the new
Member States.

33 Under paragraph 2 of the same Article, which is more directly relevant to

the question, 'measures having equivalent effect to such restrictions shall be

abolished by 1 January 1975 at the latest'.

34 In the context, this provision can refer only to those measures having an
effect equivalent to quantitative restrictions which, as between the original
Memmber States, had to be abolished at the end of the transitional penod,
pursuant to [Article 34 TFEU] and Articles 32 [repealed] to 35 of the EEC
Treaty [repealed].



35 It therefore appears that Article 42 of the Act of Accession has no effect
upon prolibitons on importation arsing from national legislation
concerning industrial and commercial property.

36 The case under consideration is therefore subject to the prnciple enshrined
in the Treaty and m the Act of Accession, according to which the
provisions of the [Treaty on the Functionmg of the European Umnion|
concerning the free movement of goods and, in particular, [Artide 34
TFEU], are applicable, from the date of accession, to the new Member
States, save where contrary 1s expressly stated.

37 It follows that Article 42 of the Act of Accession cannot be mvoked to
prevent importation mnto the Netherlands, even before 1 January 1975, of
goods put onto the market in the United Kingdom under the conditiens set
out above by the patentee or with his consent.

As regards questions 1l{a) and (b)

38 These questions require the Court to state whether [Article 101 TFEU] 1s
applicable to agreements and concerted practices between the proprietor of
parallel patents in vanous Member States and hus licencees, if the objective
of those agreements and concerted practices is to regulate differently for the
different countries the conditions on the market in respect of the

goodsprotected by the patents.

39 Although the existence of rights recognized under the industnial property
legislation of a Member State 15 not affected by [Article 101 TFEU], the
conditions under which those rights may be exerased may nevertheless fall
within the prohibitions contamed m that Article.

40 This may be the case whenever the exerase of such a right appears to be the
object, the means or the consequence of an agreement.

41 [Article 101 TFEU], however, 15 not concemed with agreements or
concerted practices between undertakings belonging to the same. concern



and having the status of parent company and subsidiary, if the undertakings
form an economic unit within which the subsidiary has no real freedom to
determme its course of action on the market, and if the agreements or
practices are concerned merely with the intemal allocation of tasks as

between the undertakings.

Costs

42 The costs mecurred by the Government of the Kingdom of Denmark and
the Commission of the Furopean [Umnion|, which have submitted
observations to the Court, are not recoverable.

43 As these proceedings are, insofar as the parties to the main action are

concerned, a step in the action pending before ‘the Hoge Raad der

Nederlanden, costs are a matter for that court.
On those grounds,

THE COURT,

in answer to the questions referred to it by the Hoge Raad der Nederlanden,
by mterim decision of 1 March 1974, hereby rules:

1. The exercise, by the patentee, of the right which he enjoys
under the legislation of a Member State to prohibit the sale, in
that State, of a product protected by the patent which has
been marketed in another Member State by the patentee or
with his consent is incompatible with the rules of the [TFEU]

concerning the free movement of goods within the Common

Market.

2. In this connection, it is of no significance to know whether
the patentee and the undertakings to which the latter has
granted licences do or do not belong to the same concern.

3. It is also a matter of no significance that there exist, as
between the exporting and importing Member States, price
differences resulting from governmental measures adopted in

the exporting State with a view to controlling the price of the
product.



Lecourt

4. The proprietor of a patent relating to a pharmaceutical

product cannot avoid the incidence of [Union] rules
concerning the free movement of goods for the purpose of
controlling the distribution of the product with a 'view to
protecting the public against defects therein.

5. Article 42 of the Act concerning the Conditions of Accession

and the Adjustments to the Treaties cannot be invoked to
prevent importation into the Netherlands, even before 1
January 1975, of goods put onto the market in the United
Kingdom by the patentee or with his consent.

. [Article 101 TFEU] is not concemned with -agreements or

concerted practices between undertakings belonging to the
same concern and having the status of parent company and
subsidiary, if the undertakings form an economic unit within
which the subsidiary has no real freedom to determine its
course of action on the market, and if the agreements or
practices are concerned merely with the internal allocation of
tasks as between the undertakings.

O Dalaigh Mackenzie Stuart Donner Monaco

Mertens de Wilmars Pescatore Kutscher Sorensen

Delivered in epencourt in Luxembourg on 31 October 1974,

A. Van Houtte R. Lecourt

Regustrar

President
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