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About TMPDF

The Trade Marks Patents and Designs Federation was founded in 1920 in order to co-ordinate the
views of industry and commerce in the United Kingdom, and to make representations to the
appropriate authorities on policy and practice in intellectual property matters.

The Federation’s object is to bring about improvements in the protection
Objects afforded by intellectual property rights throughout the world, to the advantage of

inventors, manufacturers and consumers alike. Today the Federation has over 50
members (and 12 associate members) among which are many of the largest companies in the UK, as well as
smaller companies. (For a list of current members see inside back cover.)
Most if not all industrial and commercial firms use or are affected by intellectual property rights, even if they
are not particularly concerned with innovation protected by patents and designs. Nearly all firms own trade
marks and copyright material. All are affected by competition law and the rights of others. The work of the
Federation is therefore of value to everyone. While many firms leave day to day matters concerning the acqui-
sition of rights to professional attorneys, it is still important to take a direct interest in the policy background,
to ensure that proper rights are available, can be secured in a straightforward and efficient way and can be liti-
gated without unnecessary complexity and expense. The Federation is very active in pursuing these needs.

e The Federation initiates proposals and follows all developments at national,

Actlvrtles European and international levels across all fields of intellectual property. The
Federation has a close relationship with the Confederation of British Industry

(CBI) and provides much of the professional input on intellectual property matters to the Confederation, as
well as representing it in meetings of the Union of Industrial and Employers’ Confederations of Europe
(UNICE) concerning intellectual property. TMPDF is also an invited observer at diplomatic conferences and
meetings of standing committees of the World Intellectual Property Organisation (WIPO).
The Federation maintains good contacts with the UK Patent Office, and members of its Council and commit-
tees participate in several Focus Groups which advise the UK Government on patent matters, and in Patent
Office consultation groups on trade marks registration, patent practice and designs. TMPDF is also repre-
sented on other bodies which advise the European Patent Office. In the UK, it is represented on the Users
Committees of the Patents Court and the Patents County Court.
The Federation maintains good contacts with parliamentarians both in Westminster and in the European
Parliament. In the UK, it has close contacts with the Chartered Institute of Patent Agents (CIPA), with which
it jointly organises a core skills course for patent attorneys, the Institute of Trade Mark Attorneys (ITMA),
the Intellectual Property Institute and the IP Awareness Group. Internationally, TMPDF exchanges views and
maintains good contacts with similar I[P user organisations in other countries, notably in Japan and the US.

The Federation has a Council, which approves the actions taken, and five techni-
Membership cal committees, to which detailed consideration of issues is delegated. These

deal with Trade Marks, Patents, Copyright and Designs, Licensing and Competi-

tion Laws, and Biotechnology. Voting members are entitled to a seat on Council,
as well as any or all of the five committees. Committee members can join any or all of the five committees. A
corresponding (associate) membership is available to those wishing to be informed about developments in
intellectual property without joining any of the Federation’s committees or Council.

. Registered Office:
Offlce Fifth Floor, 63-66 Hatton Garden,
London, ECIN 8LE, UK.
Telephone (020) 7242 3923 - International +44 20 7242 3923
Facsimile (020) 7242 3924 - International +44 20 7242 3924
E-mail: admin@tmpdf.org.uk

Trade Marks Patents and Designs Federation is a company limited by guarantee. Registered in England no. 166772.
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| ntroduction

For intellectual property, the public policy agenda has been as full as ever this year,
with initiatives across the range of intellectual property rights and at every national
and international level, as we discuss in this review. The Trade Marks Patents and
Designs Federation has played its full part as it has sought to ensure that industry
has the support of aset of efficient, cost-effective and balanced intellectual property
rights, backed by a workable litigation system. Only on that foundation can industry
undertake the investment in innovation and new product development that allows it
to contribute to the prosperity of al.

But if the year has been characterised by much activity, it has less to show by way
of end results. The most significant failure was the absence of agreement on the
Community Patent Regulation by the end of 2001, as the Lisbon summit of March
2000 had demanded. The project is still alive, and work is due to proceed under the
Danish Presidency. For the Federation, the current position is not wholly unsatis-
factory. The Commission’s original proposal had been attractive to industry, but
political compromises risked turning it into a system industry would not want to
use. The Federation is pleased that the UK Government accepted that there should
not be agreement at any price. It is aso pleased that attention will now be directed
to the litigation system, which has always been important for Federation members.
It will be the more so if, as now seems likely, the European Patent Litigation Proto-
col, which was seen by Federation members as a useful supplement to the Commu-
nity system, failsto happen.

But we cannot afford to look at the system only from within. We are faced with
growing concerns about the effects of intellectual property in the developing coun-
tries, especially as they affect public health. Those concerns found expression in the
Declaration of the WTO Ministerial Conference held in Doha in November 2001
and will undoubtedly find further expression in the report to be produced by the
Commission on Intellectual Property Rights, which was set up by the UK’s De-
partment for International Development. For those who depend on the generation of
intellectual property, the need will be to ensure that |egitimate concerns about intel-
lectual property are met - and in that respect it is useful that the Doha Declaration
confirms the existing flexibilities - whilst at the same time ensuring that intellectual
property is not made to take the blame for inadequacies in other areas such as infra
structure.

Last year, the Government changed its mechanisms for consultation on intellectual
property. In the course of the year, the new system has been settling into place.

The Standing Advisory Committee on Intellectual Property was disbanded, and, in-
stead, at the strategic level, there is now the Intellectual Property Advisory Com-
mittee to take a horizon-scanning role. At the level of individual issues, the Patent
Officeis increasingly reliant on focus groups to give a rapid input as the issues de-
velop. The members of the focus groups are appointed as individuals, not as repre-
sentatives of organisations, but the Federation is pleased that all focus groups in-
clude participants from its membership. They are informed by its thinking, and help
feed back to the Federation the thinking of the Government and the views of other
interests in the focus group, but are not under a responsibility to represent its views
in the group. We have continued to make our own direct inputs, in answer to con-
sultations and as we have seen the need to make our views known. It is a matter of
pride for us that our in-depth papers are not only (we trust) influential with the UK
authorities, but are also highly regarded in other circles, abroad as well as in the
UK. They often serve as a basis for the formulation of UNICE’s view and, through
that important voice for European industry as a whole, are able to influence devel-
opments at the European level.

Putting Industry’s View on I ntellectual Property since 1920 5
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Patents

Community Patent

The project to establish a unitary Community Pat-
ent covering all EU member states has a long and
difficult history. When the European Patent Con-
vention was being negotiated during the 1960s and
1970s, the then EU member states also considered
establishing a Community Patent system through a
Community Patent Convention (CPC). Indeed,
CPC should have come into force at about the
same time as did European Patent Convention in
1978. In fact, the CPC was not finally agreed until
eleven years later in 1989 in Luxembourg, and was
never ratified by all the then EU member states as
was required if it were to come into force. Some
member states (Denmark and Ireland) at the time
of CPC's agreement in 1989 had constitutional
problems with ratification and some of the states
(such as Spain) which had subsequently joined the
EU said they would not ratify until all the original
members had ratified. In any case, industry said it
would not use that Community Patent system very
much due to its high cost and unsatisfactory litiga-
tion arrangements.

The Community Patent project then slumbered
throughout most of the 1990s. However, after con-
sultation with the users, the European Parliament
and the EU’ s Economic and Social Committee, the
European Commission decided to reviveit. In fact,
the Commission was anyway minded to do this
because of its conclusion that weaknesses in the
patent system in Europe had contributed to the so-
called “innovation deficit” between Europe on the
one hand and the USA and Japan on the other.
Therefore, in August 2000, the Commission
adopted a Proposal for a Council Regulation to
establish the Community Patent system. The legal
basis for the Regulation would be Article 308 of
the EU Treaty, which requires unanimity among
the member states in the Council of Ministers be-
fore it can be adopted. The European Parliament
must be consulted but cannot veto the Regulation.
In March 2000, the Lisbon summit of the EU
heads of government set a deadline of the end of
2001 for adoption of the Regulation. The deadline
was not met. However, the Belgian government,
which then held the EU Presidency, had hoped that
the political framework for the Community Patent
system would be agreed by the deadline. However,
no agreement at all was reached on this at the
meeting of the Internal Market Council on 26 No-
vember. The stumbling block at this meeting was

the language regime for the system, with Spain, Por-
tugal, Italy and Greece holding out for aregime which
the other member states regarded as too expensive
and so unacceptable to the users. The Declaration
from the Laeken summit of the EU heads of govern-
ment on 13 and 14 December asked the Internal Mar-
ket Council to meet on 20 December in order to agree
“aflexible instrument involving the least possible cost
while complying with the principle of non-
discrimination between Member States' undertakings
and ensuring high level of quality”.

The December Internal Market Council meeting
failed to agree the political framework but did decide
to continue discussions, especialy on the language
regime, during the Spanish Presidency starting on 1
January. The Declaration from the Barcelona summit
on 15 to 16 March repeated the Laeken Declaration’s
views on the Community Patent project, and asked
the Internal Market Council to agree the political
framework at its meeting on 21 May.

Throughout this time, extensive negotiations have
been taking place between Member States to find an
acceptable solution on the question of language. Pro-
posals discussed have included English only (fa
voured by industry), English, French and German (fa-
voured by the Commission), a five language regime
including additionally Spanish and Italian (favoured
by the European Parliament) and a number of other
proposals for a more extended language regime in-
volving trandlating some or al of the claims of the
patent or a derivative abstract into al the Officia
Languages of the EU. Currently the proposal under
most active consideration involves trandation of the
clams only. While this has the potential to deliver
some cost savings it still falls short of achieving the
original idea of asingle, cheap patent in the EU.
During al the discussions, very little has been said on
the litigation arrangements for the Community Patent
system. This has disappointed industry, since a high
quality litigation system is critical to ensuring that
there will be wide-spread use of the Community Pat-
ent. The Commission have suggested the establish-
ment of a Community Intellectual Property Court to
decide the infringement and validity of Community
Patents at both first and second instance, with a final
appeal on a point of EU law to the European Court of
Justice. This suggestion has support among the mem-
ber states but some (Germany, Spain etc.) oppose it.
The Belgian government’s final proposal suggested
that infringement and validity of Community Patents
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would be decided by the legal structure laid down
by the Nice Treaty, i.e. Articles 225a (creation of
judicial panels) and 229a (jurisdiction of the Euro-
pean Court of Justice in disputes relating to the
application of acts which create Community indus-
trial property rights). The Belgians suggested that
at first instance a central structure be set up in
Luxembourg with a “degree of decentralisation
corresponding to the annual number of disputes,
with Member States hosting Community judges
within a nationa infrastructure designed for that
purpose’. Cases at second instance would be heard
the ECJ's Court of First Instance in Luxembourg.
Of course, the Nice Treaty is not yet in force and

| mproving the System for L

Two Inter-Governmental Conferences (the first in
Paris in June 1999 and the second in London in
October 2000) have been held with the object of
improving the European Patent system, which is
generally regarded as far too expensive, compli-
cated and difficult to use. The Paris Conference
appointed two Working Parties to study this sub-
ject.

One of these Working Parties was asked to prepare
a draft text for an optional Protocol to the Euro-
pean Patent Convention which would commit sig-
natory countries to an integrated judicial system,
including harmonised rules of procedure and at
least a common court of appeal, for litigation con-
cerning European Patents. At the London Confer-
ence, the Working Party was given a new mandate
whereby it had until the end of 2001 to produce the
Protocal in treaty language. The Protocol is now
known as the European Patent Litigation Protocol
(or EPLP for short) and the court to be set up by it
is caled the European Patent Judiciary (or EPJ).
The Working Party appointed a Sub-Group to pre-
pare the Protocol consisting of the ten EPC mem-
ber states who were interested in using the Proto-
col. This group includes the UK, Germany, France,
Sweden, Switzerland and the Netherlands, but not
Spain or Italy. Mr. Jan Willems (a former Dutch
Judge who is now a member of the European Pat-
ent Office’s Board of Appeals) was asked to pre-
pare drafts. Mr. Willems has now prepared three
successive drafts of the Protocol, and the Sub-
Group at its Munich meeting on 3 to 5 December
asked him to prepare a fourth draft. The Sub-
Group plans to agree the draft soon and then the
Working Party should decide next autumn whether
to recommend the convening of a third Intergov-
ernmental Conference (in Switzerland in 2003?) to

may not be for some time given its rgection in the
Irish referendum last year.

When might the Community Patent system come into
force? If the Regulation were adopted by the end of
2002 (this is by no means certain), the first applica
tions might be filed at the EPO at the end of 2003.
Average pendency in the EPO is currently running at
about 4 years from filing so, unless the EPO reduces
pendency significantly, it could be 2006-7 before
Community Patents are granted in significant num-
bers. The first infringement cases on Community Pat-
ents could perhaps reach the Community Intellectual
Property Court by, say, 2007-8.

itigating Eur opean Patents

sign the Protocol. Unfortunately, the Commission
seems determined to kill the Protocol. It argues that
Regulation 44/2001 (replacing the Brussels Conven-
tion on Jurisdiction) gives it the sole competence to
negotiate agreements like this Protocol on behalf of
the EU member states. The Commission says it is
short staffed and cannot possibly contemplate estab-
lishing both the EPJ and the Community Intellectual
Property Court (CIPC) to be set up by the Community
Patent Regulation; it prefers to put its efforts into the
latter.

Even if the Protocol were agreed at a Intergovernmen-
tal Conference in 2003 and the problems with the
Commission were overcome, it could be many years
(20067) before the EPJ hears its first case. In the UK
(and probably in most other states), primary legisla-
tion will be required to cede sovereignty from the na-
tional courts to the EPJ and the necessary parliamen-
tary time to do this may be difficult to find. Industry
seems reasonably satisfied with Mr Willems's latest
draft. If this draft did form the basis of the Protocol as
finally adopted by the Intergovernmental Conference
and a reasonable number of states (including say the
UK, Germany, France, the Netherlands, Sweden and
Switzerland) did join the scheme, industry could well
find the EPJ an attractive forum to resolve disputes.
Indeed, if the infringement occurs in only Protocol
member states, the patentee may have no option but to
go to the EPJ. Even if the EPJ does open its doors
with only afew participating states, and if it proves a
success, perhaps the other states like Spain will join at
a later date. If both the EPJ and the CIPC are estab-
lished, they could in due course be merged into a sin-
gle court. If nothing else, the litigation system embod-
ied in the Protocol could well provide the template for
the CIPC.

Putting Industry’s View on I ntellectual Property since 1920
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WI PO Patent M atters

WIPO Patent Agenda

In September 2001, the World Intellectual Prop-
erty Organisation (WIPO) announced a new initia-
tive — the WIPO Patent Agenda— to prepare a stra-
tegic blueprint for the future evolution of the inter-
national patent system. This should not replace, or
undermine ongoing work on, the Patent Law
Treaty (PLT), the Patent Cooperation Treaty
(PCT) or the draft Substantive Patent Law Treaty
(SPLT). Rather, the initiative is intended to cover
all perceived problems with the existing national
and international arrangements and possible solu-
tions, with a focus on accessibility, user friendli-
ness and cost effectiveness. WIPO considers that
there may be a need for a“more equitable” balance
between the rights of inventors and the general
public. With the approval of its governing bodies,
WIPO issued a questionnaire to a wide range of
potential users of the patent system. 31 questions
covered such matters as general policy and struc-
ture, patentability criteria, costs, sharing informa-
tion and resources, avoiding unnecessary work and
duplication of work, use of the PCT, licensing and
marketing and development cooperation.

In its detailed replies to the questions, the Federation
agreed that further development of the international
gystem is an urgent requirement. This should be
achieved by working within and developing the exist-
ing treaties such asthe PLT and the PCT and success-
fully concluding work on the SPLT. We emphasised
that there is a need to improve the quaity and consis-
tency of internationd search and examination. It was
emphasised that utility modd protection is not an ac-
ceptable answer to the problems of cost and simplifi-
cation. It is important for patent protection to be de-
fined by properly drafted claims.

A conference took place in Geneva in March 2002
where a large number of speakers addressed the
issues mentioned above and other topics such as
the interaction of the patent system with health
issues, access to genetic resources, traditional
knowledge, new technologies, coping with de-
mand, the capacities and roles of small and me-
dium sized patent offices, use of alternative dis-
pute resolution procedures and the use of data
bases. Virtually al participants recognised the cri-
sis caused by the ever-growing workload of patent
offices and the need to develop and improve the
international systems. The WIPO secretariat in-
tends to pull together the various contributions,
both from the answers to the questionnaire and
from the conference, in order to put proposals to
the governing bodies in September 2002.

Patent Cooperation Treaty (PCT)

In June 2001, the Federation and other organisations
protested against a European Patent Office (EPO)
proposal to save work by “simplifying” international
preliminary examination under chapter 11 of the PCT.
Many applications were to be dealt with in a very ru-
dimentary way and the proposal meant that the ex-
amination would no longer be useful when assessing
whether to pursue an application in national jurisdic-
tions. The implementation of the proposal was post-
poned and the EPO re-negotiated its agreement with
WIPO so that it could restrict the number of interna-
tional preliminary examinations that it performs on
behalf of non-member states (particularly the United
States).

A significant change to the PCT system was intro-
duced in September 2001 when the PCT Assembly
agreed to change the minimum time limit for entering
the national phase from 20 to 30 months, irrespective
of whether a demand for international preliminary
examination has been made, with effect from 1 April
2002. Thus it will no longer be necessary to make a
demand before 19 months merely to secure the benefit
of a 30 month international time period. There should
be a substantial reduction in the number of interna-
tional preliminary examinations that have to be car-
ried out. However, the change is not yet fully imple-
mented, since there are transitional arrangements for
countries that need time to change the national law.
(Some, such as the EPO and the UK Office, did not
need extra time.) The Federation considers that, until
al countries of interest have implemented the change,
it will be prudent to continue to file a demand before
19 months.

A WIPO Working Group on PCT Reform met in No-
vember 2001 and in April 2002. The Federation sub-
mitted detailed comments before the first of these ses-
sions. The Federation supports a number of proposals
from the United States concerned with simplification,
though some need to be revised. In relation to a
WIPO proposal to provide that all applications should
be considered to designate all member countries, the
Federation has emphasised that it must continue to be
possible to opt out of certain countries, especialy the
United States (whose law and requirements are so
different from the norm). The Federation is not in fa
vour of another proposal to “enhance’ the search re-
port by adding an opinion on patentability, in view of
its members' experiences of the poor quality of many
first opinions. The Federation does not agree that pub-
lication of the international application should be de-
ferred to enable a first opinion to be prepared or that
costs at the search stage should be increased. The
Federation also opposes a proposa to prohibit the

Trade Marks Patents and Designs Federation
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possibility of correcting obvious errors in the de-
scription, claims, drawings and abstract.

WIPO hopes that it will be possible to present new
rules taking account of the Working Group discus-
sionsin September 2002.

Substantive Patent Law Har monisation

The Federation was pleased that work in WIPO
proceeded in earnest during 2001 to develop an
international treaty concerned with the substantive
aspects of patent law (SPLT). We consider that the
introduction of a common international approach
on substantive issues should be of great benefit to
those who need patents in severa countries. A
common approach will improve understanding,
simplify prosecution of applications, simplify the
enforcement of granted patents and reduce costs.

The work is proceeding in the framework of the
WIPO Standing Committee on Patents, which met
twice in 2001 and has met once so far in 2002. The
Federation has submitted comments to the UK of-
ficia side and to UNICE, which is represented as
an observer at meetings of the Committee, in ad-
vance of each meeting. We would welcome a
comprehensive treaty covering all substantive as-
pects of patent law. However, the treaty as pres-
ently drafted omits several mgjor subjects, includ-
ing the nature of the rights to be derived from the
patent (which should be as in the TRIPs Agree-
ment, with the addition of a provision on contribu-
tory infringement), granting the rights to the first
inventor to file in the case of conflicting applica-

Patentability of Computer

In February 2002, following a public consultation
and after much internal discussion, the Commis-
sion issued its Proposal for a Directive on the Pat-
entability of Computer-implemented Inventions
(COM(2002) 92 final).

For some years there has been a growing debate
over the extent to which patents should be avail-
able to protect software. The European Patent
Convention (EPC), and the national patent laws
that follow it, including that of the UK, have a
specific exclusion from the class of patentable in-
ventions for computer programs, but only to the
extent to which the application relates to that sub-
ject-matter “as such”. Yet, increasingly, inventions
in the field of technology may be implemented by
means of programmed computers, and if the exclu-
sion prevented the grant of any patent where a
computer program might be involved, or allowed
the supplier of software to escape when the sup-

tions and a standard time, e.g., 18 months from the
priority date, at which the application would be pub-
lished. On the other hand, a number of controversia
proposals to which we have objected have been in-
cluded in the latest draft, including a provision for a
12 month grace period in relation to the inventor's
own prior disclosures (see page 12 for the Federation
position on this topic), a provision on claim interpre-
tation according to an “equivalents’ doctrine in a
form that was rejected at the EPC diplomatic confer-
ence in 2000 and an anti self-collision clause in
“whole contents’ situations. A number of other con-
troversial matters, on which we have commented, ap-
pear in the draft text.

At the meeting of the Committee that took place to-
wards the end of 2001, the work changed direction
somewhat in that it was decided to exclude some mat-
ters dealt with in other WIPO treaties such as the Pat-
ent Law Treaty (PLT) and the Patent Cooperation
Treaty (PCT). Since a provision in the draft SPLT
obliges contracting parties to comply with the provi-
sions of the PLT, we agree that there is no need to
repeat any of its provisions. However, reliance on the
PCT to set some substantive standards is a rather dif-
ferent matter. It is not completely clear which parts of
PCT should apply to the harmonisation of national
laws. Moreover, the present PCT rules, eg., 5 (de-
scription) and 6 (claims), are too prescriptive as re-
gards contents, order and manner of presentation to
form a satisfactory basis for harmonisation. We have
commented on these matters and look forward to the
work being satisfactorily concluded in the not too dis-
tant future.

-Implemented I nventions

plier of equivalent hardware would not, the objectives
of the patent system would be defeated. However,
provided the invention itself is of atechnical charac-
ter, it has long been recognised that the involvement
of a computer program is no bar to the grant of a pat-
ent, which under those circumstances would not to be
for the program “as such”.

Unfortunately, the wording of the exclusion has cre-
ated confusion and misled some into believing that
patents are never available to those who write soft-
ware. Therefore, there was a proposal at the EPC re-
vison conference in November 2000 simply to re-
move the exclusion of computer programs from what
is patentable. That failed, because the Commission
was holding its consultation on the principle of pro-
tection in this area (the UK was holding a consulta-
tion of its own in paralel) and the authorities pre-
ferred to await the outcome of the consultations. The
need to reflect on the desired policy was heightened

Putting Industry’s View on I ntellectual Property since 1920
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by the growing divergence with the position in the
USA, where following the State Street Bank case
patents are being routingly granted for pure busi-
ness schemes, whether or not implemented by
compulter.

The Commission’s consultation revedled a sharp
digtinction between most bodies representative of
industry, who believed patents in this area were
helpful to innovation, and some open-source soft-
ware interests, who vigorously opposed the grant-
ing of any patents that might apply to software.

In the event, the proposal sets out, with one sig-
nificant exception, to confirm in essentials the cur-
rent practice of the European Patent Office (EPO).
It ties the patentability of a possible invention
stemming from a novel program to the presence of
a technica contribution. If there is no technical
contribution, the claimed subject-matter is to be
treated as lacking the inventive step required for
patentability.

The proposal permits an invention that meets this
test to be claimed in the form of a programmed
computer or a process consisting of a program in
execution, but not, and thisis where it differs from
current EPO and UK practice, as a computer pro-
gram in isolation.

The exclusion of claims to programs is understood
to be part of the political settlement within the
Commission that allowed the proposal to be issued
in the first place. TMPDF regrets this particular
choice, because once a possible invention is held
to be patentable, the form of the claim should not
be relevant and all commercially significant mani-
festations of the inventive idea should be directly
protectable. The exclusion is defended in the pro-
posal on the ground, among others, that to permit
such claims would be to allow the patenting of
computer programs “as such”.

The proposal is in accord with the genera princi-
ple applied in Europe that patents should be avail-
able for inventions of a technical character. The
requirement specifically for a technical contribu-
tion ensures that a claimed invention made up of a
novel program mounted on a conventional com-
puter will not be patentable simply on the basis
that the combination inherently has a technical
character because of the presence of the hardware.
This test therefore excludes systems where the
novelty in the program is of a purely business na-
ture and draws a clear line between what is to be
allowable in Europe and the current US practice. It
confirms the outcome of the Pension Benefits Sys-
tems case T 0931/95, where the EPO Board of Ap-
peals rejected an application where the novelty of
the claimed invention was purely in the calculation
of the money flows involved in a pensions scheme,

even though the corresponding application in the
USA isreported to have been allowed.

Unfortunately, though the most reasonable reading is
that the intentions of the proposal are very much what
TMPDF would be support (apart from prohibition of
program claims), the proposa is worded in a frag-
mented and complicated way that has led to doubts by
those who would otherwise support it as to whether in
fact it achieves its objective. From a UK point of
view, the main problem is that a rather loose use of
the word “invention” means that it does not clearly
overrule decisions such as Raytheon’s Application by
preventing judges applying exclusions such as those
for mental acts before they ever consider the allow-
ability of an invention under this proposal. What is
lacking is a positive requirement to grant a patent
where thereis atechnical contribution.

Another concern is that the proposal may be read as
implying a more restricted definition of “technical
contribution” than is warranted, in particular because
it may require a technical contribution that is itself
non-obvious. What is wanted, and indeed may well be
intended by the awkward language used, is that there
should be a technical contribution, which may itself
be of an obvious nature, for instance an increase in
speed, and that the claimed invention as a whole, in-
cluding both technical and non-technical features,
should be non-obvious.

These concerns are valid, and it will be important to
work towards improving the wording of the Directive
during the course of the legidative process. But they
should not distract industry from supporting the over-
al thrust of the proposal against those who would like
to see computer programs as an entirely patent-free
zone, to the detriment of those seeking protection for
advances in technology delivered by genuinely inno-
vative programs.

The proposal is moving straight into consideration by
the Legal Affairs Committee of the European Parlia-
ment and the Economic and Social Committee, where
open-source opponents of the Directive may be ex-
pected to make their views heard. Consideration by
the Council Working Party will start in June.

The European approach on business methods patents
has been confirmed by notices from both the Euro-
pean Patent Office and the UK Patent Office. In the
face of many applications from the USA for cases
alowable there, or possibly by European applicants
hoping for arelaxation in the law here, both have de-
clared that they will not carry out a search where the
application relates to business methods with no pros-
pect of maturing into a valid patent under our laws.
For the EPO, that includes PCT applications as well
as those under the European Patent Convention.

In April 2002, based on a reconsideration of the case
law, the UK Patent Office announced a change in
practice under which applications will not be rejected
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under the exclusions for mental acts or methods of
doing business provided atechnical contribution is
present. This is the point that is not dealt with as

clearly as we would like in the draft Directive; it is
good news provided the judges take the same view.

Biotechnology

European Directive on the Legal Protec-
tion of Biotechnological I nventions

The European Court of Justice ruled on the Dutch
challenge to this Directive in October 2001, con-
cluding that the Directive was not contrary to EU
law (case C-377/98). The implementation deadline
for the Directive was 30 July 2000. Only five
member states have thus far implemented the Di-
rective. These are Denmark, Finland, Greece, Eire
and the UK.
Progress towards implementation of the Directive
in the remaining states remains slow but should
ultimately be successful in Sweden, Spain, Portu-
ga and possibly Italy. However, in France, Ger-
many, Netherlands and Belgium, the implementing
legidation has run into difficulties. Proposed
changesto the law include:
- the limitation of patent protection on genes to
their use (in Germany);
the banning of patents on plants and animals
altogether (in the Netherlands);
the deletion of Article 5, dealing with the pat-
entability of human genetic or other materials
when isolated from the human body (in
France);
an extension of Article 6 to exclude from pat-
entability inventions made in contravention of
human rights or the Convention on Biological
Diversity, or without prior informed consent
(in Belgium).
In France the matter of Article 5 is now the subject
of contrary legislation in which Article 5 inven-
tions are provided to be unpatentable. In Luxem-
bourg, the Parliament has recently called upon its
government to renegotiate the Directive.
The European Commission is preparing a report,
which will summarise the status of implementa-
tion. It will also provide a commentary on Article
5 and offer an interpretation that addresses the is-
sue of the patentability of naturally-occurring
products. The report should be published in about
July 2002. The Commission is unlikely to take any
steps towards enforcement for the time being due
to elections in France and Germany. In the mean-
time, the debate on the merits of use-restricted
gene patent protection is being broadened to em-
brace all compositions of matter and not just genes

(see items under “Other European Developments”
below).

Other European Developments

European Commission Communication on Life Sci-
ences and Biotechnology — A Strategy for Europe
This paper represents an initiative from the Commis-
sion to develop a comprehensive and strategic vision
in life sciences and biotechnology. It was published in
January 2002, following a public consultation. One
action point specificaly related to intellectual prop-
erty and had the overal objective of providing a
“strong, harmonised and affordable European intellec-
tual property protection system, functioning as an in-
centive to R&D and innovation”. This objective was
to be achieved by implementation of the Biotech Di-
rective, adoption of the Community Patent Regula-
tion, clarifying rules on ownership of intellectual
property stemming from public research and monitor-
ing effects of patent legislation on research and inno-
vation, raising awareness of intellectual property in
academia, and promoting alevel playing field interna-
tionally in patent protection on biotechnology.

Breast cancer genes

In October 2001 the European Parliament passed a
resolution expressing “dismay” at the grant of a patent
to Myriad on the BRCA1 and 2 (“breast cancer”)
genes and caled for the European Patent Office
(EPO) to reconsider. The EPO has responded to the
resolution, defending its position on gene patents. The
issue is one of pricing of diagnostic products which,
unlike the position with drugs, is not regulated in
Europe. The licensing approval process for such tests
is also variable from country to country and less ro-
bust. The controversy is causing the debate on com-
pulsory licensing to move to the forefront especially
in the context of the implementation of the Biotech
Directive in various countries, such as France where
consideration is being given to removal of the time
constraint.

House of Lords Select Committee on Human Ge-
netic Databases

The Committee recommended in March 2001 the
adoption of use-limited protection for genes; how-
ever, the Government rejected the recommendation.
The House of Lords recommended that patent rights
over genes should continue to be granted only where
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a significant gene function has been established,
and that the patent should cover only that function
and direct extensions of it. A possible but not yet
envisaged special use of a gene should not be pat-
entable. The Government responded in July 2001
that a patent should only be granted where a sig-
nificant gene function has been be established but
rejected the recommendation that it should press
(at an international/European level) for patents to
cover only a specific function and direct extension
of it. Linked with the Commission's requirement to
report to the European Parliament and the Council
annually on the developments and implications of
patent law in biotech and genetic engineering, ref-
erence was made to UK Government plans to
“conduct its own investigations into the effects of
the current practice of granting patents for genetic
sequences themselves on the economics and
growth of the biotechnology industry and on the
implications for research and access to medical
treatments’.

“Gene Patenting: A BMA Discussion Paper”
August 2001

Prepared by the Medical Ethics Department of the
BMA, this paper argues that gene patents should
be limited in scope so as to cover only the specific
utility disclosed in the patent specification.

USA

Safe harbour defence (271(e)(1)): Bristol Myers
Squibb v. Rhéne-Poulenc Rohrer (SDNY 2001)

This case has generated much interest around the
use of patented screens and the extent to which the
safe harbour defence of 271(e)(1) is available to
drug discovery companies. This case highlightsthe

obverse situation that has developed between the
USA and Europe. The USA thus has a safe harbour
for activities, typically downstream activities, de-
signed to lead to the generation of datato be used in a
FDA submission but does not have an experimental
use defence. In contrast, Europe generally has an ex-
perimental use defence to infringement but no down-
stream counterpart to 271(e)(1).

Rivers Bill

If passed, this Bill would provide an exemption to
infringement for the research use of patented genes
and for medical practitioners that use patented genetic
tests. It also provides for the publication of gene se-
quences, which have been invented using government
funds.

Other Bioethical initiatives

OECD survey on research tools

A survey has been undertaken on behalf of the OECD
of the extent to which research is being stifled by re-
search tool patents. The outcome was generally fa-
vourable and provided further weight to the view that
the impact of these kinds of patents on drug discovery
is manageable.

More information can be found on the OECD web
site under:

http: //www.oecd.or g/EN/document/0,,EN-document-
760-nodirectorate-no-20-21657-18,00.html and

http: //mww.oecd.or g/oecd/pages’home/displaygeneral
/0,3380,EN-document-760-nodir ector ate-no-20-
24552-18,00.html

This is confirmatory of the findings reported in the
paper by David B. Resnik, Science and Engineering
Ethics (2001), 7, 29-62.

Grace Period

Pressure never diminishes for the introduction into
UK and European patent law of a “grace period”,
that is, a period before the filing of a patent appli-
cation during which any disclosure of the inven-
tion by the inventor would not prejudice the patent
application. In 1988, the European Commission
circulated a questionnaire and held a hearing of
interested parties. The conclusion at that time was
that if a grace period were to be introduced at all
into European laws, it would only be workable if
harmonised in an international context. More re-
cently, The World Intellectual Property Organisa-
tion (WIPO) has made proposals for a grace period
provision in the draft Substantive Patent Law
Treaty (SPLT — see page 9). The period would be
for 12 months prior to filing the patent application

related to the disclosure to be graced; disclosures by
the inventor or by anyone who obtained the disclosed
information from the inventor would benefit, the
benefit could be claimed at any time in the life of the
patent, and a third party who in good faith used or
prepared to use the disclosed information during the
grace period would be free to continue such use.

Because of the ongoing WIPO proposal and also be-
cause of other pressure, for example from academics
who wish to publish their work quickly and then con-
sider making a patent application, and from some
smaller firms that would like to demonstrate and test
their inventions in the presence of third parties with-
out the need to impose confidentiality obligations, the
UK Patent Office launched its own consultation exer-
cise, including a detailed questionnaire, in February

12

Trade Marks Patents and Designs Federation



Patents

2002. Some 18 questions were posed, in two
groups. Thefirst group of questions was concerned
with the desirability of introducing a grace period
into UK law and invited comments on the particu-
lar arguments presented in the consultation docu-
ment. The second group was concerned with de-
veloping amodel for a grace period.

In its response to the questionnaire, the Federation
argued that a grace period that could be used sys-
tematically and routinely would be against the in-
terests of other users of the patent system and
against the public interest. It was most unlikely
that a system would be developed that would be
used only in emergencies and as a mechanism to
restore lost rights. In consequence, the Federation
did not favour the introduction of a grace period.
Among the problems that a grace period of the
type envisaged in the WIPO proposals would
cause, the Federation drew attention to the follow-
ing:

Problems for competitors

There will be a longer period of uncertainty fol-
lowing a publication before it is known whether
what it discloses will be the subject of a patent.
This extra period will inhibit research and devel-
opment programmes and investment decisions.
There will be extra problems and expense for third
parties studying the background to competitors
patents, unless applications identify al prior publi-
cations that are to be graced, not later than the date
of publication of the corresponding application.

The public interest

A grace period will increase the uncertainties and
potential for disputes in the patent system, since
applicants, in particular SMEs, who attempt to use
the grace period, will come under attack from oth-
ers in disputes over who did what and when. The
overall effect is likely to be the inhibition of
healthy competition.

The introduction of a grace period would be a dis-
proportionate response to the alleged needs of the
small number of inventors who publish informa-
tion without proper regard for the reasonable re-
guirements of a simple and straightforward patent
system.

Problems for applicants who intend to rely on the
grace period

It will be dangerous to publish information ahead
of the filing date in the home country of the related
patent application. In many countries grace periods
are not recognised at al and in many others, in-
cluding the USA and Japan, a grace period before
the priority date in the home country will not be
recognised. Thus rights abroad will be lost.

Others will be able to use the ideas in graced publica-
tions, develop them in new ways and publish the re-
sults before the filing date of the graced application.
This will lead to complex legal disputes concerning
ownership.

Many large companies prefer to discuss proposals
from SMEs on the basis that a patent application set-
ting out the invention has already been filed. They
will be more reluctant to discuss proposals on the ba-
sis that a patent application, which might be used
against them, might be filed after the discussions.

A graced publication may well restrict the potential
scope of the subsequent patent application, which
might have to be limited to the particular disclosure in
the graced publication.

Lack of reciprocity, particularly vis-a-vis the USA
There will be a non-reciprocal benefit to applicants
claiming priority from US (and Japanese) first filings
if a grace period for disclosures before the priority
date is introduced unilaterally in Europe. The US
grace period is designed to co-operate with the US
first to invent system. A level playing field will only
be achieved when the USA adopts afirst (inventor) to
file system.

In genera, the grace period would encourage bad
practice by applicants and, by making the patent sys-
tem more complex and less clear, would have an in-
hibiting effect on innovation. In particular, claims to
grace would stimulate disputes as to who did what
and when between those working in similar fields and
whether or not information was obtained from graced
disclosures. The exposure of small firms to disputes
initiated by larger ones would be increased. The grace
period will not solve the problems of academics, par-
ticularly as the form of published research results is
usually unsuitable as the starting point of a patent ap-
plication but may nevertheless prejudice the possible
scope of the patent.

In view of its overall objection to the introduction of a
grace period, the Federation was reluctant to comment
on the section of the questionnaire concerned with
developing an acceptable model. However, to make
clear the safeguards that would be necessary should a
grace period be introduced, the following points were
made:

Only disclosures by the patent applicant (the inventor
or his successor in title) that are accidental, inadver-
tent, in breach of confidence or made at international
exhibitions should be graced. It should be a matter for
the applicant to prove, not merely alege, that the in-
formation in any disclosure by another that he consid-
ers should be graced was obtained from him.

The grace period should be not more than three
months and should be measured in relation to the ac-
tual date of filing of the patent application concerned.

Putting Industry’s View on I ntellectual Property since 1920
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A disclosure of the same invention, developed in-
dependently by a third party, before the filing date
of the application concerned should invalidate the
application, despite the grace period.

A third party who uses or prepares to use informa-
tion in the graced disclosure before the filing date
of the related application should not be restrained
from continuing the use after the patent has been
granted, and should not have to prove “good
faith”.

An applicant should declare any disclosure that is
to benefit from the grace period in time for the
declaration to be published with the application
concerned.

Serious consideration to changing the date of publica-
tion of patent applications to 18 months following a
graced publication should be given.

Any grace period system must be internationally
adopted and involve US commitment.

As an dlternative to a grace period, the Federation
advocated greater use of first applications establish-
ing interna priority, which do not have to be “per-
fected” for 12 months, and improvements in the crea-
tion of awareness. The low cost assistance offered by
many UK patent agents to first time inventors was
mentioned.

The Patent Office intends to publish the results from
the consultation in due course.

Patent Practice Working Group

The working group meets quarterly to review pat-

ent related issues and developments, and is at-

tended by representatives of the Patent Office,

Chartered Institute of Patent Agents, FICPI (the

International Federation of Intellectual Property

Practitioners) and TMPDF. The Group’s meetings

and activities are now public on the Patent Office's

website.

Specific issues with high visibility at the meetings

included:

- Towhat extent the Patent Office and the patent

profession should join forces in the recruit-
ment and training of people into the profes-
sion. Some joint presence resulted at recruit-
ment fairs and Patinnova 2001, the conference
organised in October 2001 by the Patent Of-
fice with the Commission and the European
Patent Office (EPO).
The ‘Meeting the Future' initiative by the Pat-
ent Office resulted in a separate Focus Group
being set up to review several proposas in-
tended to make the Patent Office more effi-
cient and timely. A document was also issued
for wider consultation by the Patent Office.

Trandation requirements for EPO, and whether
the UK ought to be unilaterally implementing
this, even if France and Germany would be
slower.
The possibility of efiling and its introduction,
using pilots, probably towards September.
Acceptability of address for service within the
EU.

Other matters which are in various stages of resolu-

tion included:
Document transmission between Patent Office
and EPO.
The setting up of a special ‘private applicants
unit at the Patent Office, to help unrepresented
applicants and reduce the amount of time needed
from examiners in the early stages of the filing of
patent inventions by these applicants.
The desire by the Patent Office to have more face
to face contact with the customer.
Rule changes in view of possible e-filing and in
view of the Patent Law Treaty, signed under the
auspices of WIPO in Genevain June 2000.
Mutual recognition of patent offices and the use
of 1SO 9001 as a vehicle to improveiit.
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Trade Marks

The Futur e of Official Examination
on Relative Grounds

United Kingdom

In last year's Trends & Events, we described the
debate which was opening up in the UK to review
the Patent Office's current practice for searching
every new trade mark application and rejecting it if
the search disclosed an earlier registered mark that
was confusingly similar.

In September 2001 the Patent Office sent out a
consultation document to interested parties. The
covering letter referred to the series of seminars
which had been conducted by Registry personnel
up and down the country, and invited views and
comments from all parties. It was an impressive
document, fair and well-researched, with good ex-
planatory material, and which set out al the op-
tions and took care not to come down on one side
or the other.

The TMPDF response to this was in line with the
Federation's September 1999 paper presented to
SACIP, which had probably been the catalyst for
this whole debate.

The TMPDF position is that — idedly — the search
and examination on relative grounds should be
abandoned, but that as a gesture to those who ap-
parently feel so passionately that there should con-
tinue to be an official search, then perhaps this
could be made optional. It is perhaps a measure of
the TMPDF's success in pushing that debate, and
indeed of the pace of change in trade mark circles
generally, most notably as a result of the develop-
ment of Community Trade Mark practice, that that
original position, apparently so daring at the time,
now seems to be shared by almost everyone except
for some members of the Ingtitute of Trade Mark
Attorneys.

Besides the UK, we believe only Greece, Ireland
and Portugal continue to examine on relative
grounds. With due respect to them, these are not
countries which have in the past shown themselves
to be in the forefront of developments in trade

mark law and practice. Of greater relevance to UK
industry is, we believe, a level playing field with its
competitors in the Benelux, France, Germany, Italy
and Spain. If SMEs in these countries can function
happily in a no-citation environment, what is it about
the UK’s SMEs that makes it necessary for the Gov-
ernment to continue to hold their hands in this way?
There has been much debate around two out of the
four options set out in the Patent Office’ s consultation
paper, namely whether the Registry should give ap-
plicants a list of possibly conflicting marks, and
whether the proprietors of the marks on those lists
should themselves be warned. The TMPDF view is
that we should avoid any temptation to continue the
nanny state approach, and indeed that the Registry
would be compromised if it initially had to say
whether there was a potential conflict with an earlier
mark and then later had to be neutra in its judicia
role as to whether there was actua conflict. There is
also the danger that a proprietor of a mark on such a
list might feel obliged to be proactive in response, in
case hisinactivity should later be deemed to be acqui-
escence.

European Union

A similar debate is proceeding in the EU, where the
Commission is also conducting a similar consultation
exercise. The result should be known later in 2002.
The Federation has expressed its view, through
UNICE, that for political reasons the search system is
never likely to be abolished in its entirety, and that we
still prefer an optional system, namely that an appli-
cant could elect not to receive the officia search,
hopefully for a concomitant saving in fees and time.

It is understood that while both the Office and (possi-
bly) the Commission are in favour of total abolition,
the EU requires unanimity for any change and at pre-
sent nine Members States are in favour of retaining
the search, and only six are against.
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The Community Trade Mark Office (OHIM)

General

The number of Community trade mark applica-
tions dropped in 2001 (48,856 as opposed to
57,267 in 2000) and this declining trend has shown
no sign of being reversed in the first few months of
2002. As a result, the reduction in official fees
which the Office had planned to introduce in the
Autumn of 2001 was postponed.

Boards of Appeal

There has been no corresponding decline —yet —in
the number of cases referred to the Boards of Ap-
peal, of which there are now four. The independ-
ence of the Boards is enshrined in the Community
Trade Mark (CTM) Regulation, and each one
guards this independence very jealously, so much
so that sometimes they even deliver decisions that
are contrary to those of another Board. This has
aroused some criticism from the users of the sys-
tem, and the Commission and the Office have de-
cided to create a new position — a President of the
Boards of Appea — one of whose tasks would be
to try to introduce some consistency. Out of alarge
number of applicants, three names have now been
proposed by the Administrative Board.

Other ideas to reduce the case log jam include: the
introduction of the Advocate-Genera system (as at
the European Court of Justice), and single member
Boards rather than a panel. The Federation ex-
pressed its view that the first would actually slow
the procedure up, but that the second could be
worth further study. It was originally thought that
the appeal rate might reduce as the Boards began
to settle most of any ‘difficult’ or ‘unexplained’
parts of the CTM Regulation, but so far the effect
has been just the opposite.

The Federation feels that there is an absolute need
for the Boards to maintain their culture of inde-
pendence from the Office, but not from each other.
They also need to aim for a consistent body of case
law, which implies the establishment of a system
of precedent.

Study to evaluate the functioning of OHIM

The Evaluation Study of the Office carried out by
Deloitte & Touche was published in 2001, and it
concluded that the Office was, on the whole, func-
tioning satisfactorily. Some of its recommenda-
tions are now being implemented, but the general
view of the Study was disappointing. It had been
rushed, with insufficient consultation with the us-
ers, and too much ignorance of trade marks on the

part of the organisers. In short, a good opportunity
had been missed.

Retail services

Following the decision of the 2™ Board of Appedl in
the Giacomelli case in December 1999, and following
a consultation with the OAMI Trade Marks Group,
the Office agreed to allow the registration of Commu-
nity Trade Marksfor retail services.

Enlargement

The Commission has created a speciad Working
Group to deal with trade mark issues arising out of the
enlargement of the EU. Its first meeting was at the
offices of UNICE in April 2001 and the group has the
twofold aims of keeping the interested circles abreast
of developments, and investigating how the private
sector can participate in the preparations for accession
and its consequences for the CTM system.

In genera it has been decided that all CTMs should
automatically extend to a new Member state from the
day of its accession. In the case of conflict, the parties
should first try to resolve any differences, but if no
agreement can be reached, then the owner of an ear-
lier conflicting right in the new Member state should
have the right to prevent the use of the extended CTM
but not its registration. Concern has been expressed
about the possibility of bad faith filings, but there has
been little evidence of this as yet.

Guidelines

The Office continues to publish new Practice Guide-
lines from time to time, but at an unacceptably slow
rate.

Jurisprudence

There is an ever increasing flow of referrals from the
Boards of Appeal to the Court of First Instance (CFI)
and thence to the European Court of Justice (ECJ)
itself.

Procter & Gamble's CTM application for BABY
DRY was the first case to progress all the way from
itsinitial refusal by the Examination Division through
the Boards of Appea and the CFI to the ECJ. It was
finally accepted by the ECJ after having been refused
registration as being inherently unregistrable at all the
previous levels.

The CTM Regulation and Rules

The Office has set in mation some proposals to intro-
duce legidation to amend the CTM Regulation. It is
hoped that this will shortly be followed by amend-
ments to the Implementing Regulation (the Rules).
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| nter net

ICANN

The Internet Corporation for Assigned Names and
Numbers (ICANN) has continued to develop its
role of governing the complex workings of the
Internet domain name system and other functions.
During the year it has held further meetings in
Stockholm (June 2001), Montevideo (September
2001), Marina Del Ray (November 2001), Accra
(March 2002) and Budapest (June 2002). A meet-
ing will also be held in Shanghai in October 2002.
President and CEO, Dr M Stuart Lynn, issued a
paper in February 2002 calling for radical reforms
to the ICANN system particularly with regard to
its funding and structure, and his proposals have so
far been, and will continue to be for some time, the
subject of much discussion and debate.

The ICANN Domain Name Supporting Organisa-
tion (DNSO) is one of three supporting organisa-
tions that develop and recommend policies con-
cerning the Internet’s technica management. The
DNSO has a names council made up of representa-
tives from the 7 constituencies. Of these there are
two important constituencies relevant to intellec-
tual property owners, the IP constituency repre-
senting the views of users of IP and the commer-
cia and business constituency which represents
the views and interests of those who use the inter-
net to conduct business. The DNSO currently has
working groups and task forces in the following
areas. International Domain Names, .org, UDRP
Review, WHOIS.

New Top-Level Domains

Six of the seven new Top-Level Domains (TLDs)
which were adopted in 2000 concluded their con-
tracts with ICANN and .aero, .biz, .co-op, .info,
.museum and .name are al now available for res-
ervation. The .pro TLD is close to completion.

The process for launching the unsponsored TLDs,
involving in the case of .info and .biz a restricted
application period followed by a landrush, have
not been without difficulties for intellectua prop-
erty owners. The .biz “Sunrise” period and the
.info “STOP” period allowed for those claiming
trade mark rights to stake a claim in domain names
matching their trade marks. The fundamental dif-
ferences between the rules for registrations and the
use of domain names with the law of trade marks
meant that these attempts to solve cybersquatting
problems has raised other issues, many of which
are still coming to light. However, the ability to
use the existing domain name dispute procedures
in relation to these new TLDs is of advantage to

trade mark owners. Not surprisingly those TLDs
which have restricted or “chartered” registration
(.museum, .co-op, .name, .pro) have been less contro-
versial. In addition to generic TLDs, during
2001/2002 there have been many changes to the rules
surrounding registration of country code top-level
domains (ccTLDs). Perhaps most significant is the
change to the rules and promotion of .us, which will
no doubt encourage a significant number of applica-
tions.

Dispute Resolution

The Uniform Dispute Resolution Procedure (UDRP),
following a further year of activity, remains popular
for trade mark owners in resolving disputes with cy-
bersquatters. Around 10,000 domain names have now
been included in UDRP proceedings including dis-
putes in the new TLDs and those with ccTLDs who
also adhere to the UDRP. Whilst there continue to be
conflicting decisions from the wide and varied panel-
lists, patterns are now emerging on the interpretation
of the policy. During 2001/2002 ICANN’s Domain
Name Supporting Organisation (DNSO), set up a
Task Force on UDRP which has conducted a survey
and review of UDRP and is working on publishing its
findings and proposals.

.eu

In April 2002, the European Regulation on the Im-
plementation of the .eu Top-Level Domain was
adopted following agreement by the Parliament and
the Council.

Discussions about the introduction of .eu had been on
the table for some time and this TLD, whilst neither a
global TLD nor a ccTLD, is seen as a complement to
the existing suffixes and is one which will help to cre-
ate a European identity on the Internet. The Commis-
sion’'s proposal for .eu includes safeguards against
cybersquatting and extra-judicial procedure for the
settlement of disputes. There will shortly be a call for
expressions of interest to operate the Registry and it is
hoped that these procedures will now be completed as
quickly as possible. As with other Registries, the op-
erator of the .eu TLD will require a contract with
ICANN. ICANN already agreed in September 2000 to
set aside the .eu domain for future delegation.

Nominet UK

Nominet is the not-for-profit organisation which
registers domain names in the UK. In September 2001
Nominet introduced its new dispute resolution proce-
dure which, although similar in principle to UDRP,
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has two fundamental differences. compulsory me-
diation and an appea procedure. Panellists were
appointed following public advertisement and a
selection procedure. The Pand consists of a wide
selection of professionals and the majority have
legal and IP backgrounds. Since the policy came
into effect 320 cases have been received and of
these 127 were later withdrawn. Mediation has
resulted in 52% of cases being successfully re-

Copyright

The Directive on Copyright and Related Rightsin
the Information Society was finally adopted on 22
May 2001. Implementation is due by 22 December
2002, after the Council accepted an amendment by
the Parliament reducing the time allowed from the
normal two years to 18 months. The shortened
time was seen as over-optimistic by some member
states for so complex a subject-matter, and it
seems unlikely that many will meet the date, espe-
cially since there are elections in important conti-
nental member states in the intervening period.

In the UK, a consultation paper was promised for
last autumn, and then for this spring, and now for
the summer. On the other hand, the Patent Office
has been consulting informally throughout, and the
main approach is reasonably clear. The UK will
implement by a Statutory Instrument under the
European Communities Act, and in view of the
short deadline will make as few changes to the
existing law as possible. Interestingly, the Patent
Office does appear to believe that, where the Di-
rective has optiona provisions, they will retain the
power to introduce new implementing regulations
dealing with these aspects even after the date for
implementation has passed. Therefore, there will
be scope for possible policy changes later, but they
would only follow a fuller consultation than seems
likely for the initial implementation: the consulta-
tion paper itself may canvass this possibility.

A draft of the implementing regulations has been
promised as part to the consultation paper. We
must hope that there will be a full opportunity to
comment on the draft, and that time will be al-
lowed to take comments into account, even if that
means the date for implementation will be missed.
It will be unfortunate if there is a repeat of what
happened with the implementation of the Designs
Directive, when the draft was issued so late that
there was no time for consultation on the wording.
After all, the Government has set a precedent with

solved prior to a panellist being involved. For those
that went on to a decision 87% were concluded in fa-
vour of the claimant. So far no decision has been ap-
pealed.

During January 2002 Nominet launched me.uk as a
second level domain designed for persona use. More
recently Nominet announced changes to its WHOIS
which now will contain the name and address of the
registrant.

the E-commerce Directive, where they were still issu-
ing consultation documents even after the deadline
had passed.

The main thrust of the Directive is towards the har-
monisation of copyright in the electronic environ-
ment. It harmonises the reproduction right (the re-
stricted act of reproduction, in British terminology) in
terms which, for works in electronic form, are essen-
tially derived from the UK’s Copyright, Designs and
Patents Act 1988, and change should not be needed
there. However, the Directive also affects works in
traditional form, where the main changeislikely to be
on the exception of fair dealing for research. As has
aready happened for databases, the exception permit-
ting fair dealing when the research is for a commer-
cia purpose may well be held to be unsustainable in
future. That is a change the Federation would regret.
There is a mandatory exception for certain technically
necessary transient or incidental copies, and the regu-
lations are likely to follow the Directive verbatim on
this exception. All other exceptions permitted by the
Directive are optional, and except for the change to
fair dealing for research the UK is unlikely to make
any significant change to its existing exceptions.
However, there will be one new exception, as permit-
ted by the Directive, for the benefit of the visually
impaired. There has already been a consultation on
this subject, to which the Federation responded in
broad support of the principle of such an exception. A
private member’s bill to introduce an exception for
this purpose, the Copyright (Visually Impaired Per-
sons) Bill, was introduced by Rachel Squires MP in
July 2001 and received a second reading in March
2002 with Government support. Whether or not the
bill ultimately succeeds, there will undoubtedly be an
exception for the benefit of the visualy impaired in
the implementing regulations for the Directive.

At a European level, much of the debate has centred
on the issue of private copying. The Directive permits
private copying exceptions, but, following an
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amendment of the Parliament, couples it and a
number of other exceptions with a requirement that
the copyright owner should receive “fair compen-
sation”. That follows a continental view that pri-
vate copying is not so much an exception as a
permitted exercise of the copyright owner’s exclu-
sive right which should be paid for. Unfortunately
for Federation members who deliver the technol-
ogy that makes the Information Society possible,
payment is seen by collecting societies on the con-
tinent as deliverable only by levies payable on
equipment and media and they are trying in many
countries to extend levies to digital equipment. In
the UK the only significant private copying excep-
tion of the sort permitted by the Directive is to al-
low recording of broadcasts for time-shifting.

The UK has always been firmly against levies, and
was instrumental in introducing a number of word-
ing changes into the Directive designed to ensure
that “fair compensation” does not necessarily re-
quire additional payments, especially in cases like
time-shifting. There has been no indication that
there will be any change in policy that would lead
to the introduction of levies.

Another factor that, according to the Directive, is
to be taken into account in fixing fair compensa-
tion is the availability of technical protection
measures. Technical protection, when coupled
with digital rights management techniques, allows
the right-holder to receive payment according to
the degree of use made of his work, thus overcom-
ing the problem that led to the lump-sum approach
of levies. Technical protection is an important part
of the way copyright will work in the digital envi-
ronment, and because of the ease of making per-

fect digital copies it has been given its own special
legal protection under the Directive. This protection is
tougher than the existing British provisions in Section
296, because it applies even if the copy made when
overcoming the protection isitself lawful, for instance
because permitted by an exception. Changes will
therefore need to be made to Section 296, which ap-
plies only to the manufacture and supply of devices
(the Directive aso makes the act of circumvention
unlawful) and then only when the purpose is to make
an infringing copy. On the other hand software, for
which the existing provisions of the Software Direc-
tive must be preserved, will need to be carved out
from this new protection because it could make im-
possible the achievement of the interoperability objec-
tives of the Software Directive by preventing legiti-
mate reverse engineering.

Because the protection for technical protection is be-
ing made so stringent, it is balanced by a safeguard
intended to ensure that right-holders cannot totally
block the exercise of all exceptions. Unfortunately,
the wording of the Directive is vague, and there have
been widespread doubts among member states as to
how this provision should be implemented. It will be
interesting to see how the UK intends to deliver its
obligations under this provision.

Another private member’s bill in the copyright field,
the Copyright, etc. and Trade Marks (Offences and
Enforcement) Bill, was introduced in November
2001 by Dr Vincent Cable. It seeks to align the penal-
ties and remedies for criminal copyright infringement
with those for trade marks. It cleared the Commonsin
April with Government support and appears on course
for enactment.

Putting Industry’s View on I ntellectual Property since 1920
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The Protection of Designsin the UK

On 9 December 2001 the UK changed its regis-
tered design laws to conform to the European De-
signs Directive 98/71/EC on Harmonisation of De-
signs Law. The changes introduced make design
registration an attractive option although unregis-
tered design and copyright laws remain un-
changed. Registered designs rights will remain
cumulative with other forms of protection, so for
example, registration of a design will not affect the
enforceability of copyright.

The Directive will not lead to complete harmonisa-
tion throughout Europe of all aspects of national
law, in particular, with regard to the protection of
gpare parts. At the moment member states are re-
quired to maintain their current provisions on spare
parts, although Article 18 of the Directive requires
the Commission to review the consequences of this
by October 2004, and, by October 2005, to pro-
pose any changes needed in respect of the spare
parts issue. In addition the Directive did not at-
tempt to harmonise the concepts of “public policy”
or “morality” which may lead to a refusal to regis-
ter.

A particularly new concept introduced was a 12
month grace period, during which disclosure will
not destroy novelty and will allow companies to
test the market or find financia backers for a new
product without losing priority. Also new (cer-
tainly to the UK) isthat it is now no longer neces-
sary to limit registrations to a specified article or
set of articles: protection will now extend to any
product incorporating aregistrable design.

The accompanying Registered Designs Regula-
tions that amend the Registered Designs Act
(RDA) 1949 principally affect parts of the RDA
dealing with the criteria for registration and the
effect of registration. The procedure for registra-
tion closely follows previous practice, but there are
important changes to the substantive requirements
for protection. The most significant changes and
effects are summarised below.

The scope of a Registrable Design is now broader.
There is a new definition of design (s1(2)) which
now embraces “lines, contours, shape, texture, or
materials of the product or its ornamentation”. A
design no longer has to possess “eye appeal” or
need be applied to an article by an “industrial
process’ so it is the design itself that is registered.
Protection will now extend to any product that in-
corporates the design. Get-up, graphic symbols

and typographic typefaces are all examples of a
“product” but computer programs are specifically ex-
cluded from protection.

Designs must be novel and have Individual Charac-
ter. A design is no longer viewed as not being new if
it only differed from old designs in “variants com-
monly used in the trade”. Now designs are not con-
sidered new if they differ from old designs only in
“immaterial details’. This may have a similar effect,
but the test for “individual character” is entirely new
and requires a design to produce a different overall
impression from earlier designs on an “informed
user”. An “informed user” is not specifically defined
in the Directive although it is suggested that he need
not be a design expert in the field in question.
Disclosures against which novelty and individual
character are tested are no longer limited to the UK. A
design will be prior art if it has been published, exhib-
ited, used in trade or otherwise disclosed anywhere in
the world unless those events could not have become
known in the normal course of business to the circles
specialised in the sector concerned in the EU.
Component parts of Complex Products will only be
new and possess individual character if they remain
visible in normal use by the end user, so hidden parts
cannot be taken into account when assessing registra-
bility. Design features soldly dictated by function and
those that fit on or around another article are also ex-
cluded from protection. Rights in designs for compo-
nent parts that may be used for the purpose of repair
of a complex product so as to restore its origina ap-
pearance (i.e. “must-match” parts) will be registrable
but not be enforceable against uses for the purpose of
repair - this was an important change to the previous
prohibition on the registration of must-match partsin
the UK and was welcomed by TMPDF when the
Government decided to endorse it as the solution for
the Community Design aswell asintroduce it here.
Scope of protection registration will confer on the
holder the exclusive right to use the design and “any
design that does not produce on the informed user a
different overal impression” (s7(1)). Examples of
acts for which the right holder has exclusive rights
now specifically include stocking and exporting prod-
ucts using the design. Use of the design on any prod-
uct can now congtitute infringement whereas prior to
the Directive use only on the type of product for
which the design had been registered was deemed an
infringement.
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Other notable areas include Non-infringing acts
(s7A(2)) which is very similar to that of the Pat-
ents Act 1977, Compulsory Licences (which have
now been repealed), and Exhaustion (S7A(4)).

The Transitional Provisions provide that from the
9" December 2001 the Regulations will govern the
rights given by registration although infringing
acts which took place prior to that date will con-

tinue to be judged under the RDA 1949. In particular,
it will no longer be relevant that old designs were reg-
istered in respect of particular articles or sets of arti-
cles. It will become an infringement to use the design
in respect of any type of product irrespective of the
previous limitation. The new Regulations cannot be
used to prevent anyone from continuing a use legiti-
mately begun before the Regulations came into effect.

The Community Design Regulation —
a UK Per spective on the European Position

On 6 March 2002, the “Unregistered Design
Right” aspect of the new Community Design
Regulation, Council Regulation (EC) No. 6/2002,
came into effect, which means that from that date,
al designs qualifying for protection as a Commu-
nity Design automatically receive a European-wide
form of unregistered protection which lasts three
years from first disclosure of the design to the pub-
lic.

The unregistered protection is protection only
against copying (similar in this respect to the UK
Unregistered Design Right) but this is only the
beginning of what promises to be a revolution in
the field of design protection in UK.

Next year (2003) OHIM, the Office for the Har-
monisation of the Internal Market which already
looks after the registration of Community Trade
Marks, will open its doors to registration of Com-
munity Designs. The system laid down in the
Regulation is very different from the UK’s Regis-
tered Designs system asit used to exist, though the
changes to the UK system already discussed bring
the substantive law closely into line with the sys-
tem being introduced for the Community Design,
since both follow the European Designs Directive.
This brief note is not intended to be a detailed
guide to the new European system, but rather a
short summary of the main points to look out for.

What can be protected?

The definition of “design” is simple and very wide,
being defined as “the appearance of the whole or a
part of a product resulting from the features of, in
particular, the lines, contours, shape, texture and/or
materials of the product itself and/or its
ornamentation” (Article 1.3(a)) and a design shall
be protected by a Community Design “to the
extent that it is new and has individual character”
(Article 1.4(a)).

Designs relating to component parts of complex
products can only be considered to be protectable
if (i) the part remains visible in normal use and (ii)
the visible features of the component pass the test

of “new and have individual character” (Article 4.2(a)
and (b)).

Application for Registration

Here there are severa points to be noted. There is a
one year grace period from first disclosure within
which the design may still be protected by registration
(Article 7.2(b)). It is therefore not essential to file be-
fore disclosure of the design, which would enable a
designer to show designs to see which ones generated
most interest before filing for registration.

It will be possible to file multiple designs in one ap-
plication provided that they al fall into the same class
of the Locarno classification. Up to now, the draft
implementing regulations contain no limit on the
number of designs that can be in one application so it
would be possible, for example, to include all the de-
signs for a new book of wallpaper designs in one ap-
plication. (Article 37.1).

It will also be possible to defer publication of aregis-
tered Community Design for a period of 30 months
from filing (or priority) date (Article 50.1). In the case
of an application for multiple designs that has been
deferred it is possible to select which of the multiple
designs go forward to publication (Article 50.5). The
designs not so selected remain unpublished, and could
be filed again if they have not been published in other

ways.

Examination

There will be examination only for compliance with
formal requirements for filing and to check that the
design is not contrary to public policy or morality.
Thus, there will be no examination to verify that the
design mests protection requirements.

Opposition

There is no provision for opposition before registra-
tion of a Community Design; the means to challenge
validity of adesign will be to apply to the office for a
Declaration of Invaidity after the design has been
registered and published.

Putting Industry’s View on I ntellectual Property since 1920
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Scope of protection

Whilst an applicant for a Registered Community
Design will be required to identify the product to
which the design applies, and the class of such a
product within the Locarno classification, the
scope of protection will not be limited to that
product. Hence, for example, a registered design
for an automobile will also protect the design for a
model of the automobile.

The definition of the scope of protection of a
Community Design is that “... the design shall
include any design which does not produce on the
informed user a different overall impression” (Ar-
ticle 10). It remains to be seen how the Courts will
interpret this form of words.

The solution adopted by the Regulation on the de-
sign of parts that can be used for the repair of
complex articles so as to restore their appearance
(which in reality means spare body parts for motor
vehicles) is - so the Federation believes - that the
design can be registered and enforced against other

Utility Models

In July 2001 the Commission issued a consultation
paper on the introduction of a Community Utility
Model. It was prompted by a mysterious call from
the Lisbon summit of March 2000 that the Com-
munity Patent, which was to be made available by
the end of 2001, should “include” a utility model.

The Federation’s response strongly opposed the
introduction of aright as described in the paper: it
would give Europe-wide protection of a broad
scope equivalent to that of a patent for develop-
ments of alower inventive level than would justify
the grant of a patent, and it would be obtained eas-
ily and cheaply and without examination. The re-
sultant proliferation of unexamined but powerful
rights for low-level developments would, the Fed-

original equipment manufacturers, but not against use
and supply in the aftermarket. This is intended to be
an interim solution while the Commission completes
its review of the topic.

Invalidity

A registered Community Design can be declared in-
valid by the office after application has been made for
such a declaration by athird party (Articles 24 & 52)
or by a Court on the basis of a counterclaim in in-
fringement proceedings (Article 24). The grounds for
invalidity (Article 25) largely mirror the requirements
for protection (Articles 3to 9 and 14).

In summary, it can be seen from the above that the
new Community Design system offers many more
protection options and opportunities for industry, and
the combination of immediate short term (3 year) un-
registered protection with longer term (up to 25 years)
protection by registration, means that aform of design
protection at the European level should be available to
meet everyone' s requirements.

eration believed, be anti-competitive and unhelpful to
European industry, large and small. But the Federa-
tion remained nervous, because there were sugges-
tions that a deal on the Community Utility Model
might form part of a political package under which
the Community Patent would be agreed at the end of
2001.

In the event, the utility model did not figure in the
unsuccessful discussions on the Community Patent in
November and December 2001, and in March 2002
the Commission announced the results of the consul-
tation. The bulk of respondents had made very much
the same points as the Federation, and from the tone
of Commissioner Bolkestein’s account, it is hard to
see the Commission taking the proposal further.
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Licensing and Competition Law

Anti-Competitive Agreements, UK and
Europe

Anti-competitive agreements are the subject of
Article 81 (formerly 85) of the Treaty of Rome and
of the Chapter 1 prohibition of the UK Competi-
tion Act 1998.
In 2000, the European Commission replaced the
existing block exemptions on exclusive distribu-
tion, exclusive purchasing and franchising with a
new block exemption 2790/99 that included mar-
ket share tests where the predecessor regulations
had included none. This meant that large compa-
nies were no longer able to assume enforceability
of existing agreements. As a consequence, a Con-
tinental beer producer decided to renegotiate al its
existing distribution agreements.
TMPDF had previously written to the European
Commission, in response to a preliminary ques-
tionnaire, to state its objection to the extension of
market share tests to any regulation that might re-
place the current Technology Transfer Block Ex-
emption 240/96, which is mostly free of market
share tests.

However, it appears that a trend has been set. Dur-

ing the period of the present review, the following

events occurred:

- The Commission proposed that the replace-
ment for 240/96 should be subject to a 25%
market share test when the technology transfer
agreement was between competitors.

The UK government announced its intention to
repeal the Verticals Exclusion Order SI 2000
No. 310, which contained no market share
tests, in favour of parallel exemption based on
2790/99. The effect of this would be to import
market share tests into the consideration of
vertical agreements under the Competition Act
1998.

The Office of Fair Trading issued draft Guide-
lines on consideration of PR under the Com-
petition Act 1998. In the section on the Chap-
ter 1 prohibition, these Guidelines referred to a
25% market share.

TMPDF believes that market share tests ought to

be irrelevant in competition analysis of most tech-

nology licensing, and has expressed this belief
both to the Commission and to the OFT. Unless

TMPDF and like-minded bodies succeed in per-

suading OFT and the Commission to change their
views, those engaged in technology licensing will
incur (i) a higher risk that their agreements are unen-
forceable and/or (ii) the cost of notifying agreements.
Large companies will suffer very obvioudly, but pos-
sibly also smaller ones, for the nature of patent pro-
tection on a significant invention isto procure a 100%
market share for the patentee and his licensees.

Abuse of a Dominant Position, UK and
Europe

Abuse of a dominant position is the subject of Article
82 (formerly 86) of the Treaty of Rome and of the
Chapter 2 prohibition of the UK Competition Act
1998.

An Article 82 case based on very specia circum-
stances (IMS Health) caused alarm to intellectual
property owners. In IMS Health, the Commission ex-
pressed views in a preliminary press release implying
that (for instance) refusal to license a competitor un-
der a master patent “without objective justification”
was an infringement of Article 82, to be remedied by
compulsory licensing. TMPDF wrote to the Commis-
sion objecting to this. Subsequently, the Commission
moderated its views and concentrated on the special
features of the IMS Health case. In addition, the
Commission decision to impose interim measures on
IMS Health was suspended by the Court of First In-
stance, which suspension was upheld by the European
Court of Justice.

Nevertheless, the Office of Fair Trading's draft
Guidelines on IPR (referred to above), in the section
on the Chapter 2 prohibition, tended to follow the
Commission’s original line of argument. TMPDF has
commented to OFT accordingly.

Developments Outside Europe

In the USA, the Federal Trade Commission initiated a
review of IP and Competition Law, specifically high-
lighting (i) over-broad claims granted by the US Pat-
ent Office for biotechnology and software, (ii) the
increasing number of patents overal, and (iii) a par-
ticular refusal-to-license case. The Doha declaration,
discussed in the following article on TRIPs, con-
cerned itself among other matters with the power of
WTO states to secure compulsory licences under pat-
ents.
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| nter national | P Protection and TRIPs

International protection of intellectua property, and
TRIPs (the Agreement on Trade-Related Aspects of
Intellectud Property Rights) in particular, remained
the subject of intense scrutiny and some criticism
throughout 2001. There has been considerable media
coverage, which has talked about (but in no rea way
anadysed) the adlegedly detrimental effects of patents
on hedth, particularly in the developing world. Al-
though some progress has been made in showing that
patents are not a cause of the problems faced by much
of the developing world in obtaining access to medi-
cines, it has not been enough to deflect attention away
from TRIPs and onto the redl issues, notably poverty.
Inthe UK, an independent Commission on Intellectua
Property Rights was established (under the auspices of
the Department for International Development) to ex-
amine, amongst other things, “how the internationa
framework of rules and agreements might be im-
proved and developed” and “how nationd IPR re-
gimes could best be designed to benefit developing
countries within the context of international agree-
ments including TRIPS’. The Commission is examin-
ing anumber of issues such as copyright, software and
the internet, rights in traditional knowledge, access to
medicines and the role of 1P in development. In Feb-
ruary 2002, it held atwo-day conference a which Mr
Justice Laddie was a keynote spesker and during
which the “one sze fits dl” approach of TRIPs was
criticised by a number of participants (few of whom
were from industry sectors). The Commission is due
to present its report to the Secretary of State (Clare
Short) later this year and it is expected that the report
will be the subject of significant publicity.

TRIPs was high on the agenda at the Fourth World
Trade Organisation (WTO) Minigterid Conferencein
Doha in November 2001, where a new Trade Round
was launched.

Cdls to dlow WTO members to override intellectud
property in the interests of promoting public hedth
were unsuccessful. Ingtead, the Ministerial Declaration
contained a reaffirmation of TRIPs while acknowledg-
ing that the agreement “can and should be interpreted
in a manner supportive of WTO Members right to
protect public hedth and, in particular, to promote
access to medicines for dl” and that WTO Members
have the right to use the flexihilities in TRIPs to fur-
ther those objectives. Those flexihilities were con-
firmed to include that each WTO Member has the
freedom to determine the grounds on which compul-
sory licences are granted and may establish its own
regime for exhaugtion of IP rights without challenge. It
remains to be seen whether thisleadsto an increasein
the number of countries permitting international ex-
haustion and providing broad grounds for the grant of
compulsory licensing.

Least developed countries were given until 2016 to im-
plement and enforce the TRIPs rules on patents and pro-
tection of confidentid information as they apply to phar-
meaceutica products.

In the face of alegations that TRIPs has failed to achieve
its object of promoting technology trandfer, it was con-
firmed that Article 66.2 TRIPs (which obliges developed
countries to give their industries incentives to transfer
technology to least developed countries) was a mandatory
provision and developed country Members are to present
detailed reports to the TRIPs Council on how these incen-
tives function in practice by the end of 2002.

The TRIPs Council has been mandated to report by the
end of this year on a solution to the “problem” caused by
Article 31(f) TRIPs (which requires that compulsory li-
cences should authorise supply “predominantly” to the
domestic market). It is aleged that this provison contrib-
utes to the inability of poor countries to access medicines
if they do not have the cepacity to manufacture those
medicines. Thisissue is of some significance, both politi-
caly and commercialy, and its resolution will not be
€asy.

The TRIPs Council is aso to examine the rdationship
between TRIPs and the Convention on Biologica Diver-
sity, the protection of traditiond knowledge and folklore
and “other relevant developments raised by Members’,
awaystaking “fully into account the devel opment dimen-
son’.

Perhaps the most significant Dispute Settlement case was
that brought by the EU againg the USA in respect of a
provison of US law alowing unlicensed playing of copy-
right musical works in some restaurants and bars. The law
was held not to fal within the limited exceptions of Arti-
cle 13 TRIPs and thus violated TRIPs. It is unfortunate
that, for domestic politica reasons, the USA (probably the
strongest proponent of TRIPs), fet unable to amend the
law to make it TRIPs-compliant but chose instead to arbi-
trate the issue of how much compensation should be paid
for the violaion on a continuing basis. The arbitration
panel took an extremdly redtrictive view of damages pay-
ablewhich, if followed in future, might makeit politicaly
and/or commercialy attractive for countries to violate
TRIPs and pay compensation rather than comply with
TRIPs.

Thus, it has been abusy TRIPs year. The next 12 months
will be busy too, given the TRIPs Council agenda and the
remote prospect of the pressure on international protec-
tion of IP diminishing. It will be interesting to see the ex-
tent to which developed world supporters of strong inter-
national intellectua property (particularly perhaps the EU
Commission) are prepared to sacrifice intelectua prop-
ety to other political goas such as progressing the new
trade round, while protecting sendtive domestic interests
such as agriculture and textiles.
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Draft Hague Judgements Convention

Negotiations to establish an international conven-
tion on jurisdiction and the recognition and en-
forcement of foreign judgements in civil and
commercial matters have been in progress for
some years in the framework of the Hague Confer-
ence on Private International Law. About 60 coun-
tries, including the UK, other European states and
the USA, are members of the Conference. The na-
tional negotiators have assumed throughout that
intellectual property would be covered by the new
convention, athough organisations concerned with
intellectual property only became aware of the ne-
gotiations at arelatively late stage. The first part of
a diplomatic conference to finalise the draft texts
was held in June 2001, the aim at the time being to
complete the work in 2002.

The draft convention is quite complex, but the
provisions on jurisdiction establish that the courts
in the state of a defendant’ s residence have a gen-
eral jurisdiction to deal with cross border disputes
regardless of the applicable law, aswell asthosein
countries where the defendant has agencies,
branches or carries on commercial activity, pro-
vided that in these cases there is a relation between
the activity of the agency, etc., and the dispute.
Alternatively, courts in countries where acts caus-
ing injuries arise have jurisdiction, but only in re-
spect of their own territory. These rules would ap-
ply to intellectual property infringement, though
matters concerning registration and validity of reg-
istered rights would, by way of exception from the
normal rules, be dealt with exclusively in the coun-
try of registration. If the jurisdiction rules have
been followed, then the resulting decisions should
be recognised and enforced in al member coun-
tries of the convention.

Before the diplomatic conference, the Federation
lobbied strongly with our national authorities that
intellectual property should be excluded from the
scope of the convention, since we were unhappy
that the interpretation and application of the intel-
lectual property laws of other countries should be
entrusted to courts that would, by and large, be
inexpert and often of a different mind-set. At the
least, infringement should be dealt with together
with validity, in the country where the right is reg-

istered or established. Moreover, the precedence of
other agreements should be acknowledged.

Thefirst part of the diplomatic conference ended with
alarge number of questions unresolved, including that
of whether or not to exclude intellectual property
from the convention. Since then, further meetings be-
tween the negotiating parties have taken place, with a
view to resolving outstanding difficulties, but major
problems still remain in relation to the provisions on
generd jurisdictions, e.g., whether or not a defendant
doing business in a particular country automatically
comes within a genera jurisdiction of that country’s
courts.

In October 2001, the European Commission held a
hearing to attempt to define a European approach to
the Convention. The Federation submitted similar
views to those already put to our national authorities,
while UNICE made critical comments on the whole
of the convention, not just on its application to intel-
lectual property. The Commission (which recently
acquired the negotiating competence for the EU coun-
tries) seems likely to support a text that follows the
old Brussels Judgements Convention as closdly as
possible, despite the problems that have been encoun-
tered in the intellectual property field with this con-
vention.

In an effort to overcome the differences of view
within the Hague Conference, it has been suggested
that the convention should for the time being only
apply in situations where the parties have agreed be-
tween themselves on a suitable court (choice of court
convention). The Federation has pointed out that
intellectual property should still be excluded from
such a convention, because disputes should be heard
in the courts of the country that granted or established
the right concerned.

At a “housekeeping” meeting of the Hague Confer-
ence held during the diplomatic session of April 2002
it was decided that an informal drafting group would
develop a new text for “core provisions’, to be sub-
mitted to a special commission in the first half of
2003, with a diplomatic conference possibly to follow
later in the year. The status of intellectual property is
not clear, but may be excluded from these core provi-
sions.

Putting Industry’s View on I ntellectual Property since 1920
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Acordis Ltd
Allied Domecq plc
Alstom Ltd
Amersham plc
AstraZeneca plc
Babcock International Ltd
BAE Systems plc
British-American Tobacco Co Ltd
Black & Decker
The BOC Group plc
The Boots Company plc
BPp.l.c.

British Biotech Pharmaceuticals Ltd
British Telecommunications plc
BTG plc
H P Bulmer Holdings plc
CarnaudMetalbox plc
Celltech Therapeutics Ltd
Coats plc
Compu-Mark (UK)

Dow Corning Ltd
Dyson Limited
Eaton Limited
ExxonMobil Chemical Limited
Ford of Europe Incorporated
Fujitsu Services Limited
GlaxoSmithKline plc
Hewlett-Packard Ltd
IBM UK Ltd
Imperial Chemical Industries PLC
Imperial Tobacco plc
Invensys plc
Kodak Ltd
Marconi plc
Merck Sharp & Dohme Ltd
Nestlé UK Ltd
Nokia UK Limited
Pfizer Ltd
Philips Electronics UK Limited
Pilkington plc
Procter & Gamble Ltd
Qinetiq Limited
Reckitt Benckiser plc
Rolls-Royce plc
Shell International Ltd
Six Continents PLC
Sony UK Ltd
Syngenta Ltd
Unilever plc
Wyeth Laboratories
Xerox Ltd

(June 2002)
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