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Introduction
By James Drakeford

ntellectual property has always been considered 
one of the most complex areas of law however 
that has not prevented it becoming a hot asset 
class for global corporates and 2012 has seen 
some interesting developments in this area. 

What has become a concern for many businesses 
though is the difficulties surrounding valuing and 
monetizing their IP assets.

Companies are frequently reminded of the hid-
den value in IP portfolios- unfortunately these 
reminders are not always timely. Companies such 
as Eastman Kodak and Nortel have both suffered 
from not effectively managing this area. Canadian 
firm Nortel, which filed for bankruptcy in 2009, 
sold its IP assets last year at auction- figures sug-
gest $4.5 billion was raised for creditors and the 
firm itself. 

Eastman Kodak filed for Chapter 11 bankruptcy 
protection this year, listing assets of $5.1 billion 
and debt of $6.8 billion. However Kodak contin-
ues to mine its patent portfolio for cash. It sued 
Samsung Electronics suggesting Samsung’s Gal-
axy tablet infringes on its technology for capturing 
and sending digital images. At the same time they 
were also taking on legal tug of wars with HTC 
and Apple. With continuing disputes with Fujifilm 
aswell, Kodak are pushing to protect the value of 
their IP in a highly aggressive manner. Kodak said 
that the value of its nondigital patents could be as 
much as $2.6 billion- although this figure has been 
questioned by industry experts.

The efforts by Kodak to put a true value on its IP 
assets could be simply a bargaining strategy as it 
goes into negotiations with creditors.  Some feel 
that the ascribed value is more of a ploy that Ko-
dak can use to negotiate with organisations such 
as the Bank of New York Mellon, Sony Studios and 
Warner Brothers.

I
Introduction
By James Drakeford

Not only are companies putting more resources 
into R&D to build their IP portfolios, but they 
are also looking more closely at how to monetize 
those assets. IBM, for example, was awarded nearly 
6,000 patents in 2010; Samsung, more than 4,500.
Large patent portfolios are often extremely diffi-
cult to efficiently manage so companies need to al-
locate extra resources to monetize them. One dif-
ficulty has been the variances in legal framework 
from country to country. However, this should 
become less of an issue as countries work towards 
a set of laws that are consistent with the present 
state of technology and enforcement. How long 
this with realistically take is hard to quantify.

At the moment, most companies make money off 
their intellectual assets either through individual 
licensing deals or by searching out companies that 
are using their IP illegally. When another com-
pany has infringed, they will threaten legal action 
to force a settlement. Most companies threatened 
with a law suit find that it is easier to pay up than 
test a legal process that continues to be expensive, 
time-consuming and uncertain. It is a business 
decision to settle and not risk the higher cost, dis-
ruption, possible injunction and embarrassment 
of a public dispute. It’s also cheaper than a costly 
design-around or conducting even more R&D.

Still, many patent experts believe that the cash be-
ing extracted by companies such as Intellectual 
Ventures has more to do with legal arm-twisting 
than with the values inherent in a patent. The 
amount people are willing to pay is more an emo-
tional thing than a logical thing. More than half 
of IP suits are thrown out because they have no 
merit. Nonetheless, some companies that have 
chosen not to settle have done so at great cost. It 
took BlackBerry-maker Research In Motion more 
than five years and $612.5 million to settle a suit 
against Virginia-based NTP. 

The duration and publicity of the dispute was not 
only costly but also a competitive distraction. 

The uncertainty around the dispute and the claims 
let RIM’s competitors challenge it for market 
dominance.

Nearly three-quarters of high-tech companies 
have ignored a true assessment of their patent val-
ues. If companies focused on accurately valuing 
their patent portfolios and then examined options 
for making use of them, they would not only get 
an accurate picture of what they own but also be 
able to generate more revenue. 

In the US, last September, Obama signed into 
law the America Invents Act in an effort to prune 
some of the thicket of ambiguities that has grown 
around the IP industry. 

The act is designed to simplify earlier laws- elimi-
nating conflict between first to file and first to in-
vent—a provision that only the US among devel-
oped countries had retained. 

Most important, perhaps, it creates a legal arena 
where the rules are more transparent and enforce-
able.

For 2013 we hope to at least see greater clarity for 
companies- what time has shown us is that prog-
ress is being made- however whether this progres-
sion can keep up with the challenges that advance-
ments in technology are posing remains to be seen.
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Patents Snapshot - 2012
January

China’s Supreme Court stated that 
it should be made easier for owners 
of  methods of  patents to prove in-
fringement, reflecting a strong belief  
that the Supreme Court is closely 
linked to industrial policy.

February
It was revealed in Sanofi’s annual 
results that their generic rival Apo-
tex paid it and their partner Bristol-
Myers Squibb a fee of  £445 million 
following a ruling in the United 
States to settle a dispute over block-
buster drug Plavix.

March
The outgoing head of  India’s patent 
office issued the country’s first com-
pulsory licence over a drug since 
India began protecting pharmaceuti-
cal products seven years ago.

April
A Zhejiang court upheld a decision 
for Dyson design patent for a blade-
less fan against a Chinese company 
that had been selling a copycat ver-
sion for a much lower price than the 
original Dyson 

May
A jury in the United States found 
that the search engine website 
Google had infringed “the overall 
structure, sequence and organisa-
tion” of  37 of  Oracles’s copyrighted 
Application Programming Interface 
Packages, however could not decide 
whether this constituted fair use 
under US law.

June
A Californian court granted a 
preliminary injunction barring sale 
of  the Samsung Galaxy Tab in the 
United States after finding that 
Apple’s design patent on the iPad is 
valid.

July
A United States judge dismissed 
Novell’s antitrust suit against Micro-
soft for $1.3 billion, however No-
vell planned to appeal the decision 
which they filed in 2004 claiming 
Microsoft intentionally withheld in-
formation about changes preventing 
Novell from making an office-suite 
compatible in time for the release. 

August
Patient litigation funding was found 
to be on the rise in the United 
Kingdom following recent cases 
and growing budgets, with the UK’s 
biggest provider, Harbour Litiga-
tion Funding announcing that it was 
tripling its available finances to £180 
million.

September
Quinn Emanuel Urquhart &Sullivan 
continued a European recruitment 
drive by hiring arbitration partners 
from another London firm, An-
thony Sinclair and Stephen Jagusch 
from Allen & Overy in London.

October
While in the court of  appeal in 
London, Sir Robin Jacob issued a 
lengthy criticism of  the Dusseldorf ’s 
court ruling that rejected an appeal 
by Apple against a finding of  non-
infringement by the High Court in 
July.

November
A judge in the High Court of  Lon-
don said he could rule on whether 
patents in France, Germany, Italy 
and Spain are infringed in a single 
trial at the UK, following a dispute 
between Actavis and Eli Lilly.

December
 Apple and Samsung returned to 
court after Samsung were seeking 
a new trial regarding the fact a jury 
ordered them to pay over $1 billion 
in damages for infringing Apples 
patented smart phones. 
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When are Computer-Implemented Methods Patentable in the United States?
By Steven E. Warner & David D. Leege

he U.S. patent laws define four categories 
of patentable subject matter—“any new 
and useful process, machine, article of 
manufacture, or composition of matter” 
including any improvements1.   The U.S. 

Supreme Court, however, has created three excep-
tions to these four categories.  The Court has held 
that laws of nature, physical phenomena, and ab-
stract ideas are not patentable2.   This last excep-
tion, abstract ideas, has been the subject of recent 
debate and litigation, particularly as applied to 
computer-implemented methods.  Some clarity 
may be coming soon, though.

Background

The validity of a patent may be challenged in a U.S. 
District Court or at the U.S. Patent and Trademark 
Office (USPTO).  The U.S. Court of Appeals for 
the Federal Circuit (Federal Circuit) has exclusive 
jurisdiction of appeals arising under the U.S. pat-
ent laws.  Any further appeal is made to the U.S. 
Supreme Court.   

Historical Cases

Beyond setting forth the general categories of pat-
entable subject matter, the U.S. patent laws give 
little further guidance.  As a result, the decisions 
of the Supreme Court and the Federal Circuit have 
shaped the law in this area.  The modern view of 
subject matter eligibility can be traced back to the 
1972 Supreme Court decision in Gottschalk v. 
Benson3.   

In 1963, Mssrs. Benson and Tabbot sought to pat-
ent a method of programming a computer to con-
vert binary coded decimal numerals into pure bi-
nary numerals4.   The Supreme Court held that this 
method could be performed mentally and without 
the use of a computer5.  Further, the claims of the 
patent did not limit the use of the method be-
yond a general purpose computer6. The Supreme 
Court concluded that, because the “mathematical 
formula involved here has no substantial practi-
cal application except in connection with a digital 
computer,  . . . the patent would wholly pre-empt 

the mathematical formula and in practical effect 
would be a patent on the algorithm itself.”7 Thus, 
this invention was found not patentable.

Six years later, in Parker v. Flook, the Supreme 
Court again took up the question patentability of 
an algorithm in a computer implemented meth-
od8.   The inventor had developed a new meth-
od for setting alarm limits including a new algo-
rithm.9   Unlike the invention in Benson, however, 
this claimed method was limited to use in the 
petrochemical industry and included post-solu-
tion activity of setting alarm limits based upon 
the result of the algorithm.10  While the Supreme 
Court noted that an application of a law of nature, 
a physical phenomenon, or an abstract idea (algo-
rithm) may be patentable11,  the Court held that 
the limited use and post-solution activity here 
were insufficient to transform the algorithm into 
a patentable method.12

The Supreme Court, however, came to the oppo-
site conclusion in 1981 when considering an in-
vention by Mssrs. Diehr, II, and Lutton.13   Their 
invention was a process of curing synthetic rubber 
into products.14  Several of the steps in this pro-
cess used the computerised application of the well 
known Arrhenius equation.15 The claimed inven-
tion, however, was limited to the specific trans-
formation of raw, uncured synthetic rubber into 
cured precision products, and the steps beyond 
the computerized application of the Arrhenius 
equation were more than “insignificant post-solu-
tion activity.” 16   As a result, the Supreme Court 
found this method to be patentable. 17   
The Federal Circuit implemented these cases and, 

T over time, developed a “machine-or-transforma-
tion test” as the arbiter of patentable processes.  
Under this test, a process is patent eligible if “(1) 
it is tied to a particular machine or apparatus, or 
(2) it transforms a particular article into a different 
state or thing.” 18

The late 1990s saw a dramatic increase in patent 
applications with claims reciting so-called busi-
ness method patents. 19 In one of these applica-
tions, Mssrs. Bilski and Warsaw sought “patent 
protection for a claimed invention that explains 
how buyers and sellers of commodities in the en-
ergy market can protect, or hedge, against the risk 
of price changes.” 20   One of the claims of the pat-
ent was described as a simple mathematical for-
mula. 21   Here, the Federal Circuit held that the 
machine-or-transformation test is the sole test of 
patentability for a method.22 The claims in Bilski 
failed this machine-or-transformation test, and 
as a result, the claimed invention was determined 
to be not patent eligible. 23   The Supreme Court, 
while recognising that the machine-or-transfor-
mation test is a useful tool, rejected the notion 
that it is the sole test to determine patentability 
of a process. 24   In following the Parker decision, 
the Court agreed that the claimed method was not 
patentable because “[a]llowing petitioners to pat-
ent risk hedging would pre-empt use of this ap-
proach in all fields.” 25   This decision, however, left 
the task to the Federal Circuit to further define the 
contours of patentability between a method that 
passes the machine-or-transformation test (pat-
entable) and an abstract idea/mathematical algo-
rithm (not patentable). 26 

Over the past two and a half years, the Federal 
Circuit has further defined these patentability 
contours, particularly as they pertain to comput-
er-implemented methods.  In three cases, the in-
ventors sought to patent various computer-im-
plemented methods for verifying the validity of 
credit card transactions, 27  processing automobile 
dealer loans through a clearing house, 28  and a 
real estate investment tool. 29   In each of these cas-
es, only a passing reference was made in the claims 
to a computer or the internet, and each method 

was found to be unpatentable as an abstract idea. 
30   On the other hand, a method for halftoning in 
computer applications was found to be patentable 
subject mater, in part, because it was directed to 
a specific application (rendering an image) in the 
market place. 31

The Most Recent Case

The Federal Circuit may soon give more guidance 
on the patentability of computer-implemented 
methods.  The Federal Circuit has decided to re-
hear, en banc, the case of CLS Bank International 
v. Alice Corporation. 32   The asserted patents in-
clude system, method, and media claims directed 
to a computerized platform in which a third party 
settles obligations between first and second par-
ties. 33   While the district court had granted sum-
mary judgment that the claims are directed to an 
abstract idea and, thus, patent ineligible, a three 
judge panel of the Federal Circuit panel reversed, 
holding that the U.S. patent laws do not preclude 
patents directed to computer-implemented in-
ventions unless it is “manifestly evident” that the 
claims cover only an abstract idea. 34   On rehear-
ing, the full court will explicitly consider “[w]hat 
test should the court adopt to determine whether 
a computer-implemented invention is a patent in-
eligible ‘abstract idea’; and when, if ever, does the 
presence of a computer in a claim lend patent eli-
gibility to an otherwise patent-ineligible idea.” 35

Conclusion

The Federal Circuit decisions since Bilski indicate 
that the more a computer or the internet is inte-
grated into the claimed method, the more likely 
the claim will be patentable, but mere reference 
to a computer is not likely to alone render an un-
patentable claim patentable.  The Federal Circuit 
decision in CLS Bank, however, may help us to 
determine when computer-implemented methods 
are patentable.
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The Critical Importance of Intangible Asset Management (IAM) Systems
By Andrew J. Sherman

n my new book, Harvesting Intangible As-
sets, the critical paradigm shift of the global 
balance sheets of both large and emerging 
growth companies is discussed in consid-
erable detail.  What was once a mere ten to 

follow percent  of the overall net worth of a com-
panies now closer to ninety percent and growing.  
Leaders of the companies and their advisors need 
to be as committed to developing management 
systems for their intangible assets as they current-
ly have in place for their intangible assets.

Ask any farmer managing his crops or any CEO 
making her widgets whether he or she has a system 
in place to manage inventories and the person will 
look at you as if you are insane.  Of course, either 
will respond, “How could we not have systems, 
processes, and protocols in place to protect, man-
age, track, and distribute our tangible assets?”  To 
not have systems in place would be gross misman-
agement and a travesty with respect to a manag-
er’s fiduciary obligations to shareholders.  So why 
then, in a society driven by knowledge, brands, 
know-how, and intangible assets, do we not have 
the same disciplines and duties in place regarding 
assets that we can’t necessarily touch and feel but 
that are clearly driving the lion’s share of the mar-
ket value for Apple®, Google®, IBM®, 3M®, Ama-
zon®, Netflix®, and Priceline®?  Why, at a time and 
place in our evolution when intangible assets are 
the key premiere drivers of revenue, opportunity, 
and profits, can leaders of companies not manage 
them like any other asset?  

Cash is an asset, and we have CFOs, comptrollers, 
financial analysts, accountants, and clerks on hand 
to manage it.  People are an asset, and we have chief 
administrative officers, HR managers, personnel 
specialists, and administrators to manage them.  
But, for the crops of knowledge, brands, systems, 
protocols, processes, know-how, show-how, chan-
nels, relationships, protocols, and best practices, 
we have no parallel positions on most organiza-
tional charts and no parallel systems to properly 
manage and extract value from these assets. 

A few “enlightened” companies may have chief 

knowledge officers, but these are often glorified 
IT executives who apply principles of knowledge 
management (KM) to better manage and organise 
databases and perhaps gather internal best practic-
es.  Some truly progressive companies have chief 
innovation officers who are responsible for driving 
R&D and stimulating a creative culture, but these 
are often glorified HR executives or engineers who 
may understand either technology development 
or human performance and team work but rarely 
have cross-functional knowledge of both areas 
and who may be lacking experience in develop-
ing harvesting strategies.  We build organisational 
charts and allocate resources to departments as 
if we were still doing business in 1975 instead of 
leaning into the future and building a team and a 
business model that is ready for 2015 and beyond.  

When I speak at business conferences around the 
world to companies of all sizes and in all indus-
tries and ask them whether they have an intellec-
tual asset management (IAM) system in place, I 
am typically greeted with blank stares.  When a 
few feeble hands go up, I then ask whether their 
IAM systems have been effective and yielded prof-
itable opportunities, and even fewer hands rise.  
When I ask whether their organisational chart has 
been retooled to reflect the transformational shift 
toward an intangible asset–driven economy, they 
look at me as if I just arrived from Mars.  And, 
finally, when I ask them to name the person in the 
company who serves as the “CHIPPLE” (Chief 

I Intellectual Property Protection and Leveraging 
Executive), they look at me as if I were from Ve-
nus.  I am not aware of any extraterrestrial roots 
of my parents or grandparents, so I am pretty sure 
that I am not the one in the room at that point 
who is clueless and helpless.  How can we as lead-
ers of companies and as fiduciary guardians of the 
entity’s assets on behalf of our stakeholders con-
tinue to completely ignore the management and 
leveraging of our most important strategic assets?  
How long will it take for lawsuits to be filed against 
the boards and leaders of companies for the “gross 
under-management and under-leveraging” of the 
company’s most important assets before we finally 
make this a top priority?

The time for companies of all sizes and in all in-
dustries around the globe to commit time and 
resources for the deployment of an effective mul-
tidisciplinary IAM system to properly cultivate, 
manage, and harvest intellectual assets, is now.  As 
stewards, guardians, and fiduciaries of the assets 
of the company, managers have a basic duty and 
obligation to maximise the value of these assets, 
especially in a post-Sarbanes-Oxley regulatory en-
vironment.

CEOs and business leaders of companies of all 
sizes are often guilty of committing a serious stra-
tegic sin:  failure to properly protect, mine, and 
harvest the company’s intellectual property.  This 
is especially true at many technology-driven and 
consumer-driven companies.  During the dot.com 
and Web 1.0 Internet boom, from 1997 to 2001, 
billions of dollars went into the venture capital 
and private equity markets, and the primary use 
of these proceeds by entrepreneurs was the cre-
ation of intellectual property and other intan-
gible assets.  Ten years later, however, emerging 
growth and middle-market companies have failed 
in many cases to leverage this intellectual capital 
into new revenue streams, profit centers, and mar-
ket opportunities because of a singular focus on 
the company’s core business or a lack the strategic 
vision or expertise needed to uncover or identify 
other applications or distribution channels.  

Entrepreneurs and growing company leaders may 
also lack the proper tools to understand and anal-
yse the value of the company’s intellectual assets.  
Imagine the consequences and opportunity cost if 
you were to prepare to eventually sell your busi-
ness (or even structure an investment with a ven-
ture capitalist or strategic investor) and 95 percent 
of your inherent value got left on the table!  

This gap in capturing and reflecting this hidden 
value points out the critical need for a legal and 
strategic analysis of on emerging company’s intel-
lectual property portfolio.

The inversion of the ratio of tangible to intangi-
ble assets as a percentage of total company value 
has been dramatic.  In 1978, tangible assets (e.g., 
property, plant, equipment, inventory) made up 
approximately 80 percent of the value of a typical 
Standard & Poor’s 500 stock index company.  

By 2002, this was reduced to 20 percent of the total 
value, and the numbers continue to drop, especial-
ly in a web-centric, virtual world.  

Today, for small- to-mid-size enterprises (SMEs), 
the ratio of intangible to tangible assets can be as 
high as 8 or 10 to 1.

The time for companies of all sizes 
and in all industries around the 

globe to commit time and resources 
for the deployment of an effective 
multidisciplinary IAM system to 
properly cultivate, manage, and 

harvest intellectual assets, is now.  

“
“
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The harvesting of intellectual capital is a strategic 
process that must begin with the taking of an in-
ventory by the company’s management team and 
qualified outside advisers in order to get a compre-
hensive handle on the scope, breadth, and depth 
of the company’s intangible assets.  In these times 
of distrust and disappointment by shareholders in 
the management teams and boards of publicly held 
companies, corporate leaders have an obligation 
toward these shareholders to uncover hidden value 
and make the most of the assets that have been de-
veloped with corporate resources.  The leadership 
of the company will never know whether it has a 
“Picasso in the basement” unless it both takes the 
time to inventory what’s hiding in the basement 
and has a qualified intellectual capital inventory 
team capable of distinguishing between a Picasso 
and your children’s art project.  Once these assets 
are properly identified, an intellectual asset man-
agement system should be developed to ensure 
open communication and strategic management 
of these assets.  At that point, the company is ready 
to engage in the strategic planning process to de-
termine how to convert these assets into profitable 
revenue streams and new opportunities that will 
enhance and protect shareholder value. IAM helps 
growing companies ensure that strategic growth 
opportunities are recognised, captured, and har-
vested into new revenue streams and markets.  

Andrew J. Sherman is a 
Partner in the Washington, 
D.C. office of Jones Day, 
with over 2,700 attorneys 
worldwide.  Mr. Sherman 
is a recognised interna-
tional authority on the le-
gal and strategic issues af-
fecting small and growing 
companies.  Mr. Sherman 
is an Adjunct Professor 
in the Masters of Business 
Administration (MBA) program at the University 
of Maryland and Georgetown University where he 
has taught courses on business growth, capital for-
mation and entrepreneurship for over 23 years and 
won numerous teaching awards at both schools.  

Mr. Sherman is the author of 26 books on the legal 
and strategic aspects of business growth and capital 
formation.  

His 23rd book, Harvesting Intangible Assets, Un-
cover Hidden Revenue in Your Company’s In-
tellectual Property, (AMACOM) was published in 
October of 2011.  His 24th book, Raising Capital, 
3rd edition was published in the Spring of 2012, 
25th book, Essays on Governance published in 
late Spring of 2012.  His 26th book, co-authored 
with Elizabeth Vazquez, Buying For Impact, How 
Buying From Women Will Change the World, is 
due to be published in late Autumn of 2012.  

Mr. Sherman can be contacted by phone on 
+1 202 879 3686 or alternatively via e-mail at 
ajsherman@jonesday.com.  
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Injunctions in Copyright Cases
By Stephen A. Kennedy

t’s not enough that copyright infringers are 
employing electronic means to easily copy 
photographs and artwork from the internet; 
or that infringers decompile, crack, hack or 
hijack software code; or that infringers con-

tinue to steal music, motion pictures and televi-
sion shows under the guise of file sharing; or that 
infringers reproduce complete architectural draw-
ings and pilot scripts with a few key-strokes on a 
computer.  On top of the prolific growth of copy-
right infringement, and the unjust profit gener-
ated therefrom, we now have American jurists im-
posing a new obstacle for the authors of creative 
works.  

A copyright owner’s biggest challenge to their 
constitutionally protected property rights is not 
the electronic infringers, but an ill-fated three-
sentence paragraph in a case involving patent 
infringement styled eBay Inc. v. MercExchange, 
L.L.C. Copyright infringers now argue that the Su-
preme Court’s decision in eBay, involving injunc-
tive relief in patent cases, should be been extended 
automatically to copyright cases, overruling estab-
lished precedent that a showing of a likelihood of 
success on the merits raises a presumption of ir-
reparable harm for purposes of obtaining a pre-
liminary injunction.  A number of Circuit Courts 
have adopted that ill-fated logic.  

In eBay Inc. v. MercExchange, L.L.C., 547 U.S. 388 
(2006), the Supreme Court ruled that “an injunc-
tion in a patent infringement case may issue only 
in accordance with ‘traditional equitable prin-
ciples’” and warned against reliance on presump-
tions or categorical rules. Id. at 393.  The Supreme 
Court explained that the proper test for injunctive 
relief in a patent case required a four-factor equi-
table test requiring the owner of a patent to dem-
onstrate: “(1) that it has suffered an irreparable 
injury; (2) that remedies available at law, such as 
monetary damages, are inadequate to compensate 
for that injury; (3) that, considering the balance 
of hardships between the plaintiff and defendant, 
a remedy in equity is warranted; and (4) that the 
public interest would be served by a permanent 
injunction.”  Id. at 394.  

The Ninth Circuit Court of Appeal, among others, 
has now determined that eBay applies to copyright 
cases, a major blow to artists in all creative fields.  
See Perfect 10, Inc. v. Google, Inc., 653 F.3d 976 
(9th Cir. 2011).  In Perfect 10, the Ninth Circuit 
overturned nearly 30-years of judicial holdings 
based on one paragraph in the Supreme Court’s 
eBay decision.  Although the eBay case involved 
patents, the Ninth Circuit pointed out that the Su-
preme Court also discussed the Copyright statute 
in reaching its ruling:

In reaching this conclusion, the [Supreme] Court 
relied on and clarified its prior decisions under 
the Copyright Act. It noted that the language of 
the Copyright Act (like the Patent Act), states 
that courts “may” grant injunctive relief “on such 
terms as [they] may deem reasonable to prevent 
or restrain infringement of a copyright.” Id. at 
392 (quoting 17 U.S.C. § 502(a)).  Again, this 
permissive language does not evince a congres-
sional intent to depart from traditional equitable 
principles . . .

The Ninth Circuit then considered the Second 
Circuit Court of Appeal’s decision in Salinger 
v. Colting, 607 F.3d 68, 75, 79 (2d Cir. 2010).  In 
Salinger, the Second Circuit concluded that eBay 
abrogated the longstanding presumption “that a 
plaintiff likely to prevail on the merits of a copy-
right claim is also likely to suffer irreparable harm 
if an injunction does not issue,” because this pre-
sumption is “inconsistent with the principles of 
equity set forth in eBay.” Salinger v. Colting, 607 
F.3d 68, 75, 79 (2d Cir. 2010).  The Ninth Circuit in 
Perfect Ten stated “We agree with the Second Cir-

I cuit.”  The consequences are significant because 
West Coast artists, including Hollywood film-
makers, even after proving infringement, will be 
required to prove irreparable harm resulting even 
after proving infringement before the copyright 
owner can stop further infringing activities.

One Circuit Court has gone against the tide.  In 
Jacobsen v. Katzer, 535 F.3d 1373 (Fed. Cir. 2008), 
the Federal Circuit declined to invoke eBay’s stan-
dards, and instead applied the Ninth Circuit’s pre-
eBay presumption of irreparable harm, as Federal 
Circuit precedent requires application of regional 
circuit law to copyright matters.  The Federal Cir-
cuit could have chosen to apply eBay to copyright 
cases, but instead determined that eBay did not 
change the law-of-the-land for copyright infringe-
ment.  

The case against applying eBay in copyright cases 
is uncomplicated.  As noted above, eBay addressed 
a permanent injunction in a patent case based on 
statutory construction of the Patent Statute.  The 
statutory history of the Copyright Act has a unique 
genealogy that is not shared by the Patent Statute.  
Congress amended the Copyright Act in 1976 to 
delete language requiring an equitable analysis be-
fore granting injunctive relief.  The Patent Statute, 
however, specifically requires an equitable analy-
sis.  Cf. 17 U.S.C. § 502(a) with 35 U.S.C. § 283.  
A reading of the two statutes side-by-side dem-
onstrates this significant difference.  The United 
States Supreme Court in eBay addressed the Pat-
ent Statute, which was not amended by Congress 
and which specifically requires a balancing of 
equities.  The United States Supreme Court’s de-
cision in eBay, requiring a balancing of equities 
in patent cases before ordering injunctive relief, 
should not be applied in all cases, under all stat-
utes, all the time.  To the contrary, Courts should 
look at the statutory history of a law to determine 
if a balancing of equities is required or specifically 
excluded under the Statute approved by Congress 
and signed into law by the President.  

As noted above, the Copyright Statute was 
amended to exclude a balancing of the equities.  

This amendment was approved by Congress, and 
signed into law by the President.  By adding an eq-
uitable analysis as part of the framework for con-
sidering injunctions in copyright cases, Federal 
Courts are legislating, instead of interpreting the 
law.  Put simply, these courts are adding language 
to a statute that the United States Congress and 
President removed.  This is not within the Consti-
tutional powers of Federal Courts.

Some authors may suggest that artists simply ac-
cept that injunctive relief is unavailable without 
a showing of irreparable harm, a standard heav-
ily weighted against them.  This author disagrees.     
Artists must pursue this important issue continu-
ously attacking the logic that eBay applies to the 
Copyright Statute.  At some point, the Supreme 
Court should and, in this author’s opinion, must 
address this important question and issue a deci-
sion directly addressing injunctions in copyright 
cases.  But until that day, artists must continuously 
pursue their constitutionally protected property 
rights in the court system. 

Stephen A. Kennedy is a 
Shareholder of Kennedy 
Law.  Over the last 25 years, 
Mr. Kennedy has success-
fully represented clients in 
high profile copyright in-
fringement cases, high-tech 
patent infringement cases, 
copyright misuse, patent-
antitrust, intellectual prop-
erty transactions, FINRA 
arbitration and employ-
ment litigation matters. Mr. Kennedy represents 
a number of international, national and regional 
corporations in the development and execution of 
appropriate litigation strategies and IP transactions 
as well as FINRA broker dealers, SBIC entities, in-
vestment bankers, technology companies, startup 
operations, entrepreneurs, sole proprietorships, in-
dividuals, authors, painters and other artists.

Mr. Kennedy can be contacted by phone on 
+1 214 716 4343.
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New Proceeding in the AIA for Attacking Patents
By Danny Huntington

he America Invents Act provides vari-
ous new procedures for attacking patents.  
These include Inter Partes Review (IPR), 
Post Grant Review (PGR), and Transi-
tional Program for Covered Business 

Method Patents (CBM).  Several IPR and CBM 
petitions have already been filed.  While PGR pro-
ceedings will only be available against patents that 
issue on applications filed after 16 March, 2013, 
the CBM proceedings are providing a view of how 
PGRs will be conducted.  This article will provide 
some observations on how it appears the proceed-
ings will be handled based on what has happened 
since the proceedings became available on 16 Sep-
tember, 2012.

Not surprisingly, there are many similarities be-
tween the new proceedings and patent interfer-
ences.  The United States Patent and Trademark 
Office (USPTO) has made it clear that their suc-
cess in the expeditious handling of interferences 
meant that those procedures would be the model 
for the new proceedings.  Another factor influenc-
ing that has been that several of the Administra-
tive Patent Judges (APJs) in the Trial Section of 
the prior Board of Patent Appeals and Interfer-
ences (BPAI) have been designated to handle the 
new proceedings in the Patent Trial and Appeal 
Board (PTAB).  

In fact, to promote consistency, panels of three 
APJs are handling conference calls with the par-
ties.  Initial indications are that the PTAB intends 
to take seriously the requirement that proceedings 
be handled expeditiously.  

For example, in one recent matter where a petition 
to institute a CBM was filed after the petitioner had 
already been found to infringe and had filed an 
appeal to the Federal Circuit, the time for the pat-
ent owner to respond to the petition was reduced 
to two months from the normal three months in-
dicated in the materials on the basis that the issues 
had already been developed in the district court 
proceeding.

One area where there is little guidance is discov-
ery.  Traditionally there was very little discovery 
in interferences.  The rules provided for discovery 
only when it was “in the interest of justice”, and 
motions for additional discovery were filed in 
very few interferences.  As a result, how discovery 
will be handled in PGRs and CBMs remains to be 
seen.  From the rulings to date it appears that dis-
covery will be more limited than many commen-
tators have suggested.  Despite extensive discovery 
and a full trial record having been developed in 
the CBM referred to above, discovery of non-pub-
lic record material was only ordered for a limited 
number of documents.  

One of the issues that will make discovery difficult 
is that protective orders at the PTAB are different 
than those entered in district court proceedings.  
One of the most important differences is that con-
fidential information that is subject to a protec-
tive order ordinarily will become public 45 days 
after denial of a petition to institute a trial or 45 
days after final judgment in a trial.  While a mo-
tion can be filed to expunge information from the 
record before it becomes public, there is no guar-
antee that the motion will be granted because of 
the requirement that information relied upon in 
making a decision must be publicly available for 
interpreting the patent in future infringement pro-
ceedings.  The default protective order is relatively 
simple, but initial indications are that there will be 
a considerable amount of negotiation, particularly 
when there is related district court litigation.

T It also remains to be seen whether the new pro-
ceedings will be used as much as predicted by the 
USPTO.  While there was an initial burst of filings, 
a limited number of new petitions have been filed 
since then.  

It probably means that people are taking a wait-
and-see attitude before taking advantage of the 
new proceedings.  Considering that it will be more 
than a year before a judgment in any of the mat-
ters, it seems unlikely that the number of filings 
will exceed the limits imposed by the USPTO.

This caution is justified.  For example use of both 
IPRs and PGRs will result in estoppels in subse-
quent district court litigation with respect to is-
sues that were raised and decided, or could have 
been raised and decided in the IPR or PGR.  

So a decision will have to be made as to whether 
to file an attack in the USPTO or wait for an in-
fringement suit instead so that the discovery and 
procedural safeguards of district court can be re-
lied upon.

In the final analysis, it is clear that there will be 
situations in which the best choice is to file an 
IPR, PGR or CBM.  Although the AIA requires 
the USPTO to recover its costs in conducting 
these proceedings and thus the official fees will be 
substantial, they will allow a company to attack a 
patent for a fraction of the cost of defending an 
infringement litigation.  

And if the PTAB develops a reputation for invali-
dating patents that should be invalidated, compa-
nies may choose to have validity considered by the 
technically trained APJs at the PTAB instead of 
taking their chances before a jury that likely will 
have very little scientific training.  

Rothwell Figg Ernst & Man-
beck is directed primar-
ily toward clients engaged in 
sophisticated technological 
areas, such as the biotech-
nology and pharmaceutical 
fields; computer hardware 
and software and the In-
ternet; semiconductors; ad-
vanced electronics; medical 
devices; and a wide variety 
of mechanical systems and devices.  We also have a 
significant trade identity practice, representing cli-
ents in the fields of trademarks, service marks, trade 
names, unfair competition, character protection, 
and the like.  Although our firm has special exper-
tise in connection with intellectual property litiga-
tion, a significant aspect of our practice is devoted to 
obtaining patents, obtaining trademark and copy-
right registrations, and licensing and counselling.

Danny Huntington can be contacted by phone on 
+1 202 783 6040 or alternatively via email at 
dhuntington@rothwellfigg.com

One of the issues that will make 
discovery difficult is that protective 

orders at the PTAB are different than 
those entered in district court 

proceedings.  One of the most impor-
tant differences is that confidential 

information that is subject to a protec-
tive order ordinarily will become 

public 45 days after denial of a peti-
tion to institute a trial or 45 days after 

final judgment in a trial.  
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IP Update: Recent Change in U.S. Patent Law Regarding 
Inducement to Infringe By D. Ward Hobson & Marc Brockhaus

n 31 August, 2012, the United States 
Court of Appeals for the Federal Cir-
cuit released its highly anticipated en 
banc decision in the case of Akamai 
Technologies, Inc. v. Limelight Net-

works, Inc., 692 F.3d 1301 (Fed. Cir. 2012).  At is-
sue was whether inducement to infringe a method 
patent claim under 35 U.S.C. § 271(b) required a 
single entity to perform all of the steps or whether 
liability could still be found where multiple actors 
performed the steps collectively.  

The Federal Circuit overturned previous case law 
which required a plaintiff alleging induced in-
fringement to show that the defendant induced 
a single entity to perform all of the steps of the 
claimed method.  Under Akamai, inducement 
now includes those who induce multiple parties 
to infringe different steps of the claimed method 
so that the infringing conduct is split among more 
than one entity.  However, this issue may not yet 
be settled, as it is likely the parties may seek a writ 
certiorari to the United States Supreme Court.  

Background and Judicial History

The Federal Circuit’s decision arose from its en 
banc rehearing of two cases, Akamai Technolo-
gies, Inc. v. Limelight Networks, Inc. and McKes-
son Technologies, Inc. v. Epic Systems Corp.  

In Akamai, the owner of a patent claiming a meth-
od for delivering web content alleged that a net-
work service provider performed all but one step 
of the method, and induced content providers to 
perform the final step.  

In McKesson, the owner of a patent claiming a 
method of electronic communication between 
healthcare providers and their patients alleged 
that a software company induced healthcare pro-
viders to perform some steps of the method, and 
induced patients to perform other steps.  

In each case, a Federal Circuit panel affirmed 
judgment of non-infringement because the plain-
tiff failed to show that a single actor performed all 
of the steps of the claimed method.  The en banc 
court reheard the cases jointly.

Decision and Reasons Provided by the Federal 
Circuit

In reversing judgment of non-infringement in 
both the Akamai and McKesson cases, the Court 
held that liability for induced infringement does 
not require that a single entity perform all the 
steps of a claimed method.  

The Court explained that infringement by mul-
tiple actors causes the same harm to a patentee as 
infringement by a single actor, and noted that “[i]
t would be a bizarre result to hold someone liable 
for inducing another to perform all of the steps 
of a method claim but to hold harmless one who 
goes further by actually performing some of the 
steps himself.”  

The Court explained that its holding did not sub-
stantially broaden the scope of liability because in-
ducement is narrower than direct infringement in 
that it requires that the accused inducer act with 
knowledge that the induced acts constitute patent 
infringement and that the accused infringer also 
specifically intended to encourage another’s in-
fringement.  

O Contrast With Indirect Infringement in Europe

In Europe, multiple actors may be held liable for 
patent infringement under a contributory in-
fringement theory.  Many European states model 
their patent infringement laws on the provisions 
in the European Community Patent Convention 
(“CPC”).  Article 26 of the CPC appears to cor-
respond to the law of induced infringement in the 
United States.  In particular, Article 26(2) provides 
that a party will be liable, even if the means are 
staple commercial products, if “the third party 
induces the person supplied to [directly infringe 
the patent].”  Because this provision relates to the 
contributory-infringement provision (i.e., Article 
26(1)), the law is not exactly the same as the U.S. 
law on inducement.  For example, because of Ar-
ticle 26(2)’s dependency, it requires the product 
supplied to be an “essential element” of the inven-
tion.  Because the U.S. law contains no such ex-
plicit requirement, it may be broader than the law 
in Europe.  

Impact for Businesses and Patent Owners 

The Federal Circuit’s decision clarified the U.S. 
law for induced infringement, but left untouched 
the law governing direct infringement of method 
claims by multiple actors.  

Direct infringement of method claims by multiple 
actors requires that a party must commit all the 
acts necessary to infringe the patent, either per-
sonally or vicariously.  That means that the ac-
cused infringer must perform all the steps of the 
claimed method, either personally or through an-
other acting under his direction or control.

So, for patentees, the primary way to deal with the 
different and changing requirements for proving 
infringement is still proper claim drafting.  Ideally, 
one should draft claims that will be performed by 
a single party so that a claim for direct infringe-
ment can be asserted.  

However, in situations where this is not feasible, 
the Federal Circuit has now clarified that liability 
can still be found for inducement to infringe (if 
the other more stringent requirements of knowl-
edge and intent are proven) where the steps of the 
claimed method are performed by more than one 
entity.

Businesses should structure their relationships 
carefully, to ensure that neither party is under the 
“direction and control” of the other so as to avoid 
allegations of direct infringement.  

However, business owners should be mindful 
that having multiple entities perform the differ-
ent steps of a method patent may not prevent li-
ability if the business has knowledge of the patent 
and structures the relationship with the intent to 
encourage another’s performance of the patented 
method steps. 

Also, because the law regarding infringement in 
the U.S. and Europe are different, both businesses 
and patentees should evaluate the differences be-
tween U.S. and European law so as to ensure that 
their patents provide protection in both markets. 

In reversing judgment of 
non-infringement in both the Akamai 
and McKesson cases, the Court held 

that liability for induced infringement 
does not require that a single entity 

perform all the steps of a 
claimed method.  
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who practices in all areas 
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law.  He is a registered 
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United States Patent and 
Trademark Office and was 
selected by attorney peers 
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Ward has litigated cases throughout the United 
States involving patent infringement, trademark 
infringement, copyright infringement, false patent 
marking, domain name trafficking, trade secret, 
business tort, contract, and related issues.  In ad-
dition, he regularly counsels clients regarding the 
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licensing of intellectual property assets. Mr. Ward 
can be contacted via email at 
whobson@dunlapcodding.com
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tices in the areas of intel-
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ogy, computer and patent 
law and is involved in 
counselling, transactions, 
litigation and prosecution 
before the United States 
Patent and Trademark 
Office.  Marc is among 
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ners for intellectual prop-
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Chambers USA:  America’s Leading Lawyers for 
Business.  He was also selected by attorney peers 
for inclusion in Oklahoma Super Lawyers–Rising 
Stars Edition (2008).  Marc was recently named 
the Intellectual Property Attorney of the Year by 
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perts. Mr. Brockhaus can be contacted via email at 
mbrockhaus@dunlapcodding.com
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NEW gTLDs
By Jonathan Cohen

op Level Domains (gTLDs) are the letters 
following the “.”, for example: .com;      .net;      
.org;        .travel, and so on. For those who 
have followed the new gTLD process at 
ICANN (The internet Corporation for 

Assigned Names and Numbers), it has been a tor-
tuous and often confusing route. Plagued with 
politics and the conflicting views always present 
in ICANN debates emanating from commercial 
interests on one side, noncommercial on another, 
and yet more views from Brand owners and oth-
ers whose rights are impacted by this explosive 
growth in the domain name system.

For those who only know little about ICANN or 
indeed the DNS (domain name system) largely 
under the administration of ICANN (a not for 
profit California corporation created at the behest 
of the U.S. Secretary of Commerce in 1998 at the 
request of the Clinton White House) it is impor-
tant to know its basic history. Its purpose on cre-
ation was (essentially) to do two things:        

1) To create and ensure healthy competition in the 
DNS ending the monopoly of NSI as the only Reg-
istrar and the only Registry; and

2) To create a private corporate vehicle to  permit 
the ordinary users of the system from anywhere  to 
participate in and to govern it in a ‘Bottom up con-
sensus driven organisation’ imitating the method 
in which the internet had operated for years and 
on its own for decades.

ICANN has more or less succeeded in both tasks 
despite many difficult challenges of various kinds 
which it has faced from birth.

The question of whether ICANN should allow 
more new gTLDs and in particular “adding an un-
limited number of new gTLDs” was hotly debated 
in the ICANN community for several years.  To 
do so is on its face part of ICANNs mandate un-
der heading number one.  However, its implica-
tions are far-reaching and there are still those who 
feel this is unnecessary or actually a mistake as it 
is simply “money” driven not ‘marketplace need’ 

driven.  It will certainly dramatically expand the 
number of registries, (though the vast majority 
will operate their registry through ‘’the back door’’ 
using the services of an existing and well estab-
lished Registry) competition and the number of 
domain names and the kinds of businesses/ser-
vices which will operate in the DNS.  

ICANN hopes it will spawn tremendous innova-
tion of all kinds and add connectivity to all cor-
ners of the Globe in new, exciting and useful ways.  
However, in addition to the hopes above there is 
clearly the serious business of “business” driving 
much of this expansion and the applications for 
new gTLDs.

Some Applicants are hoping they will get one or 
more gTLDs that will prove immensely profitable 
and result in the public buying many 2nd level do-
main names in their gTLD - thus producing, in 
several ways, what could be an enormous revenue 
stream.

Some are purchasing gTLDs to ‘protect their turf ’.  
Ensuring no one else can get it, while others are 
planning to use the gTLD as a part of Brand man-
agement and Brand development, or applying for 
altruistic reasons to promote a particular interest 
globally with no profit motive.

Some are seeking a gTLD as they think they can 
sell it for a profit either to other applicants for the 
same ‘string’ (gTLD) or to others.  Some are ru-
mored to be considering business models where 
there is no charge to have a domain name in their 

T gTLDs and fuel attraction to same thus improving 
advertising revenue and other income generating 
operations.  

Some wish to avoid confusion and cyber crime 
in relation to their brand and hopefully end their 
need to acquire thousands of unwanted domain 
names just to avoid their use and the concomitant 
confusion created.  Some wish to use the gTLD to 
market their brand and drive even more traffic to 
their on-line business but creating more security 
and certainty about the sites visited.

No doubt there are other reasons both business 
and otherwise at play in this giant DNS game now 
playing out at ICANN.  Governments have also 
expressed interest and some concerns through the 
GAC (Government Advisory Committee) which 
is part of ICANN and enjoys special status under 
ICANN’s By-Laws.  

The UN - through the ITU and others - have ex-
pressed serious concerns about ICANN’s manage-
ment (or mismanagement) of the gTLD expansion 
and about other aspects of ICANN’s stewardship 
of the DNS and IANA.  This has been an ongoing 
debate for many years and appears to be heading 
for some kind of climax in the near future as the 
ITU gathers supporters of its view that it, rather 
than ICANN, should have either full management 
of the DNS or a significant part of what ICANN 
now does.  This is a serious debate with serious 
implications for everyone and the new gTLD pro-
gram has been a catalyst for it.

It is no exaggeration that what is now taking place 
in the DNS, including the introduction of an ex-
panded domain name availability through IPV6, 
the huge increase in the number of Top Level Do-
mains and the business and other enterprises they 
will support all in the midst of an ongoing political 
battle as to who will control the internet/DNS will 
affect everyone around the globe.  This is a process 
to which everyone should be paying close atten-
tion.  Anyone can join and participate in ICANN, 
and we recommend you do so.

Jonathan C. Cohen, B.A., 
L.L.B. is a Managing Part-
ner of Shapiro Cohen and 
has lectured widely on 
trademark law.  His speak-
ing engagements included a 
United Nations Conference, 
the Committee on Foreign 
Relations, the Canadian 
government and a U.S. Con-
gressional Committee.  He 
served on the Board of Directors of ICANN, CIRA, 
the IPC and IRT.  He has expertise in the trademark 
and domain name fields including Internet gover-
nance, UDRP, and new gTLDs.  He advises clients 
in many different businesses.  

Jonathan has appeared as Counsel in the Federal 
Court, the Federal Court of Appeal and the Supe-
rior Court of Justice.  He continues to handle many 
oppositions and court matters.  Recently, Jonathan 
was named one of Canada’s Top Lawyers of 2012 by 
Martindale-Hubbell.

Jonathan Cohen can be contacted by phone on 
+1 613 232 5300 or alternatively via email at 
jcohen@shapirocohen.com

ICANN hopes it will spawn 
tremendous innovation of all kinds 

and add connectivity to all corners of 
the Globe in new, exciting 

and useful ways.  

“ “
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Mexican Trademark System: A Work In Progress
By Mrs. Laura Collada

he legal framework of trademarks in Mex-
ico is changing rapidly.  The past couple 
of years have shown a tendency to mod-
ernise our Trademark System.  However, 
all these changes raise a very important 

question; how many amendments can a system 
take without running the risk of collapsing?

Following the fundamentals of the Roman law 
and the Napoleon’s Code, the Mexican Indus-
trial Property Law (MIPL) and the procedures 
provided therein are quite formalistic.  Since its 
issuance, the MIPL (1991) attempted to moder-
nise the entire trademark legal system.  The basic 
reason was to have a body of rules with the same 
level of rights and venues of enforcement as other 
jurisdictions because we were about to sign the 
North American Free Trade Agreement (“NAF-
TA”).  Practitioners, authorities and judges had to 
interpret a new language that was not common in 
our legal system, simply because we had to intro-
duce paragraphs from NAFTA and include them 
in our legislation.  We had a hard time doing so, 
but in the short run it was working, not perfectly, 
but working at the end.

Recent changes can be seen as subtle, but in fact 
they are not.  One of the most frustrating require-
ments – at that time – regarding a trademark fil-
ing was the power of attorney in which in so many 
cases it had to be legalised and “apostilled” (Hague 
Convention).  Nowadays, when filing a fresh ap-
plication, the power of attorney is no longer a nec-
essary subject, that from the very beginning until 
its granting it is handled by the same attorney, and 
there is no conflict involved (an invalidation or 
cancellation action).  This simple change encour-
ages more filings in our country decreasing costs 
significantly in connection with legalisation and 
the Apostille.  This is probably a unique excep-
tion within our legal system, where it is practically 
mandatory to have a valid and formal POA to rep-
resent a third person.  Without any question, this 
exception places our trademark system as one of 
the most advanced and simplified. 

The same has happened with priority documents 
when also filing a trademark.  No more certified 
copies are necessary.  Same case, same view.  Fur-
thermore, Mexico has recently adhered to the Ma-
drid Protocol and there is a variety of opinions re-
garding this Treaty as well as the internal process 
for its adoption.

The most relevant issue concerning this interna-
tional instrument is that Mexico - in turn as al-
most all other jurisdictions that had adhered - we 
do not have an opposition system contained in the 
MIPL.  Furthermore, there are many other modi-
fications within our legal system that should be 
conducted before the Madrid Protocol is fully in 
force.  At this time the treaty has been deposited 
with WIPO (19 November 2012) and it seems - ac-
cording to the last news - that it will fully in force 
within the next three months. 

Unfortunately, now is not the best time to conduct 
any amendments to our legislation, given that next 
1 December 2012, a new President will take office 
in Mexico and even though the most important 
Officials will be appointed at the same time, it is 
uncertain what changes will be made within the 
Mexican Institute of Industrial Property (IMPI).  
Also, it is important to bear in mind that our Con-
gress will be discussing in the upcoming months 
other new pieces of legislations or bills, which ac-
cording to our current political situation are a top 
priority.  At this moment, there is not a formal 
project to introduce an Opposition System within 
the MIPL. 

T Furthermore, an even though that the Madrid 
Protocol was approved by the Mexican Senate 
since 25 April 2012 it is also uncertain if IMPI is 
administratively ready for the new way of working 
and the administrative burdens that such interna-
tional instruments carries with its inception. 

It is also well known that in the last two years IMPI 
was completely transformed.  After 19 years a new 
Commissioner was appointed.  Almost all top of-
ficers were changed and with them came a new 
way of working and different criteria.  As today, 
authorities and practitioners were trying to im-
prove the quality of the service provided by IMPI.  
We had been working in many issues such as clas-
sification, official actions, defined and transparent 
criteria that obviously will have to be redefined 
with the implementation of the protocol.  As a 
parallel work IMPI was striving to modernise in-
ternally and the last major improvement was the 
online trademark filing (i.e. filing) that started 
late September of this year without much success 
taking under consideration the amount of filings 
done this way in the last couple of months.

The opposition system is not “a must” to imple-
ment the Madrid Protocol but, without it, Mexi-
co is in disadvantage compared to the rest of the 
members of the treaty and because of this, many 
of the reasons for its adoption - such as making 
the filing of trademarks easier, cheaper and sim-
pler - would be compromised.

Also, the discussion, approval, adhesion and de-
posit of the Madrid Protocol is clouded with ar-
guments that this process was not conducted 
through the correct channels and therefore the 
validity of all trademarks granted under such le-
gal framework could have the possibility of be-
ing considered as null and void.  At the time this 
article is written, there is a Constitutional Appeal 
addressing this issue and there is not a final reso-
lution from our High Courts (Colegiados) ruling 
if the process was crystal clear or not.

For all these reasons, I deem that the Mexican 
Trademark System is a work in progress.  Things 

will definitely change but today the climate of un-
certainty is what prevails among the IP practitio-
ners.  We really do not know how it is going to 
work and we do not know what will be the out-
come.  The only certain fact is that we will have 
to adapt to whatever situation comes out from all 
these amendments and modifications.  It is not the 
first time that things have been done in this way 
and that from a new status quo we have to build all 
the necessary tools to work and deliver the results 
that our national and international clients are ask-
ing for.

This point of view is not a pessimist one; it is sim-
ply the description of the facts that prevail in the 
trademark practice in our country nowadays.  The 
process was not good; we should have anticipated 
the approval of the Protocol and work beforehand 
on all the necessary amendments, administrative-
ly and normatively speaking.  

Moreover, political times are not the best.  Our 
whole government administration is changing 
and it is the worst time to speak about continu-
ity, internal knowledge of a government agency, 
etc.  The future seems a little grey but I am sure 
that we will work it out.  I am positive that all IP 
attorneys and practitioners will do everything in 
our hands to secure the rights of our clients and 
work together with the authorities to overcome 
this grey period.  We are completely sure that even 
if it is a work in progress, the legal certainty on IP 
rights and a clear and swift enforcement of them is 
a must in Mexico.

Also, the discussion, approval, adhe-
sion and deposit of the Madrid Proto-
col is clouded with arguments that this 
process was not conducted through the 
correct channels and therefore the va-
lidity of all trademarks granted under 

such legal framework could have 
the possibility of being considered 

as null and void.  

“

“
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Copyright Snapshot - 2012
January

The file sharing website megaup-
load.com was shut down by officials 
in the United States.  The website 
was said to have earned USD $175 
million over the past seven years and 
seven men were accused of  commit-
ting copyright infringes and other 
crimes such as racketing.

February
A UK judge ruled that both opera-
tors and users of  the of  the down-
loading website Pirate Bay infringed 
copyrights of  a range of  many 
music companies under Section 97A 
of  the Copyrights Designs & Pat-
ents Act.

March
UK government set a cap of  £5,000 
awarded in damages for IP own-
ers who sue infringers under a new 
small claims track, however accord-
ing to the Hargreaves Review of  
Intellectual Property this will raise 
to £10,000 in the next year. 

April
A court in Hamburg, Germany 
became the first to rule that the 
website YouTube could not be held 
directly responsible for infringement 
acts but that the website must start 
use filtering technology to check for 
copyrighting infringement.

May
An Australian full federal court 
found that the Optus’s TV Now 
service infringed copyrights of  the 
Australian Football League and the 
National Rugby League when it 
streamed over the air television to 
its customers mobiles.

June
The court of  justice EU ruled that 
EU law can limit the compensa-
tion package payable to broadcast-
ers such as Sky by rivals who want 
to show news clips of  events such 
as football matches, after a dispute 
between Sky and Austrian public 
broadcaster ORF over the rights of  
certain footage.

July
Canada passed a long-awaited copy-
right bill updating laws to adapt to 
the digital space; it was the first time 
Canadian copyright act had been 
substantially changed since 1997.

August
The search engine company Google 
asked a judge to dismiss a class ac-
tion law suit brought over by au-
thors fighting against Google Books.  
The authors’ guild had asked for 
damages of  $750 per copyrighted 
book but Google claimed that 
Google books amounts to fair use. 

September
An AIPPI report recommended a 
major overhaul after claiming the 
AIPPI had stalled and needs urgent 
reform if  it is to remain relevant. It 
said that they would only remain in 
status if  they became more than a 
lobbying body.

October
A New York judge ruled in favour 
of  Google in the Google books row, 
claiming that their efforts to cre-
ate the world’s largest online library 
were covered by fair use and as such 
did not infringe the writer’s copy-
rights.

November
An Ofcom study revealed news that 
only 16% of  internet users would 
be put off  they received a letter 
informing them that their account 
had been used to infringe copyright 
following a representative sample of  
4400 people.

December
The United States firm K & L Gates 
became the latest law firm to finalise 
a deal with an Australian firm fol-
lowing rapid growth in investment 
from businesses in Australia. 
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Defining the Scope of Protection of a Trade Mark in Europe
By Chris Morris, Helen Scott-Lawler & Emily Roberts

hen applying to register a trade mark, 
it is necessary to identify the goods 
and services for which the mark is to 
be protected.  All goods and servic-
es fall into one of 45 administrative 

classes, each of which has a “class heading”, giv-
ing an indication of the type of goods and services 
covered in that class.  Each class also has a (non-
exhaustive) alphabetical list of items in it.

Earlier this year, a decision of the highest Euro-
pean court led to a change in practice at the Com-
munity Trade Marks Office meaning that the 
scope of protection afforded to EU-wide Commu-
nity Trade Marks may not now be as wide as trade 
mark owners had previously thought.
-------------------------------------------------------

How much protection will a CTM give you?

You own a registered trade mark and the list of 
goods in respect of which it is protected reads 
“musical instruments”.  That seems clear enough.  
You have a second registration covering “educa-
tion; providing of training; entertainment; sport-
ing and cultural activities”.  Open to a bit more de-
bate perhaps, but still reasonably self-explanatory.  
Would you expect the first mark to also confer 
protection for “music stands”?  And what about 
the second mark and “translation services”?  

Well, according to the practice of the Community 
Trade Marks (CTM) Office dating back to 2003, 
EU-wide Community Trade Mark registrations 
claiming “musical instruments” would indeed 
cover these seemingly loosely connected “music 
stands. 

For trade mark registration purposes, all possible 
goods and services fall within one of 45 classes 
under the “Nice Classification” – and the descrip-
tions in the opening paragraph constitute the 
“class headings” for classes 15 and 41 respectively.

CTM Practice 

The CTM Office decided that a claim to the class 
heading should be construed as a shorthand means 
of claiming everything included in that particular 
class.  Why?  Administrative convenience.  CTM 
applications need to be translated into multiple 

EU languages so to encourage short, standardised 
descriptions (and therefore savings on both time 
and costs) the CTM Office adopted the practice of 
construing class headings equating to ALL of the 
goods and services in a particular class.

Disparate Approaches

The practice differed from that of many national 
trade mark Offices (including the UK) which con-
strued a specification as covering what it said it 
covered.  These disparate approaches across the 
EU (which is supposed to have a relatively har-
monised trade mark system) meant that incon-
sistencies soon became apparent.  For example, 
the proprietor of the “musical instruments” CTM 
might successfully oppose a CTM application for 
a similar mark covering music stands but then fail 
in infringement proceedings in the UK courts on 
the same facts, because the UK courts would give 
his CTM more narrow protection than the CTM 
Office.

Challenge

Many also questioned the CTM Office’s approach 
on the basis that it should be clear to third par-
ties, when developing new brands, exactly what 

W an earlier right is protected for, without needing 
special knowledge of a magic list or professional 
assistance.

Inevitably, the question of which practice was cor-
rect needed to be resolved.  The Chartered Insti-
tute of Patent Attorneys therefore stepped in and 
applied to register IP TRANSLATOR as a UK-only 
mark for “education; providing of training; enter-
tainment; sporting and cultural activities”  (which 
is the class 41 heading).   Class 41 includes “trans-
lation services” – although the application did not 
expressly refer to it.

Therefore normal practice in the UK office would 
be to allow the application because “education; 
providing of training; entertainment; sporting and 
cultural activities”   does not include translation 
services.

However, normal practice in the CTM Office 
would be to object to registration because IP 
TRANSLATOR is descriptive in respect of trans-
lation services.  This is a reason to reject an appli-
cation. Oddly, for the purposes of this application, 
the UK abandoned its normal practice and treated 
the application as covering “translation services” 
too.

UK Office keen to know too

Presumably this strange (and one-off) change of 
practice was because the UK Office was as keen 
to know the answer as the rest of the trade mark 
community.  And presumably the choice of the 
UK (rather than the CTM Office) was because the 
UK Office allows a right to appeal which enables 
questions to be referred to the Court of Justice of 
the European Union.

Appeal

And this is exactly what happened.  The UK Of-
fice’s decision was appealed - and questions were 
referred to the ECJ.  The ECJ finally provided 
some clarity - i.e. the scope of protection of a mark 
must be identified with sufficient clarity and pre-

cision to enable any interested person looking at 
the mark to determine the extent of the protection 
conferred by the trade mark.  

Clarity

The key point is that any list of goods or services 
must be clear and precise. The ECJ was clear that if 
you use a class heading, you must specify whether 
you intend to cover all the goods or services in the 
alphabetical list for that class.

Continuation

The CTM Office confirmed that with immediate 
effect all: then-existing CTM registrations; and all 
then-pending CTM applications which cover a 
class heading will be assumed to cover the whole 
alphabetical list for that class.

Change

Going forward, applications covering a class head-
ing must now expressly confirm if they are intend-
ed to cover all goods and services in the alphabeti-
cal list for that class.  Otherwise - they will not.

Co-Operation

The CTM Office has also written to all national 
trade mark Offices in the EU to discuss harmoni-
sation of goods and services classification policy 
and it is to be hoped that a unified approach can 
be agreed across what is a single market.  The ulti-
mate aim is a workable system where anyone look-
ing at a trade mark registration can immediately 
gauge what it does (and perhaps more importantly 
does not) cover.  

So that’s all clear then - or is it?!

However, this decision has not entirely clarified 
matters.  The alphabetical list which the ECJ refers 
to is simply a long list of goods/services in a class 
and is not exhaustive.  So there is still room for 
speculation!  Perhaps the UK Office can come to 
the rescue again….
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Will there really be a Unitary Patent & Unified Patent System?
By Jacqueline Needle

he European Patent Office (EPO) opened 
for business in 1978.  At that time it was 
also proposed to provide for a unitary 
Community patent.  After many false 
starts, and after many different propos-

als, it is suddenly looking likely that there will be 
a Unitary Patent.  The European Commission has 
suggested that the system could commence in ear-
ly 2014.  There is also a proposal for a Unified Pat-
ent Court, which will be a pan-European Court, to 
deal with validity and infringement of European 
patents throughout Europe.  

European Patents

The European patent is nothing to do with the Eu-
ropean Union.  It was provided by a treaty (the Eu-
ropean Patent Convention “EPC”) signed up to by 
the contracting states and currently has 38 coun-
tries as full members.  Thus, the EPC has more 
members than the 27 states who currently make 
up the European Union.  States of the EPC outside 
of the EU include Albania, Croatia, Switzerland 
and Turkey.

Under the European patent system a single pat-
ent application in French, German or English is 
filed and prosecuted at the EPO.  When granted 
the resulting patent is, in fact, a number of na-
tional patents.  In each country in which the na-
tional patent comes into effect, annual renewal 
fees become payable to the national Patent Office.  
Furthermore, any disputes about the patent have 
to be dealt with individually in the courts of each 
country.  Such disputes might be about licensing 
issues, about the ownership of the patent, or about 
infringement and validity of the patent.

When a European patent application is filed the 
applicant designates all EPC member countries.  
On grant, the patentee has to take appropriate ac-
tion in each country in which the patent is to be 
brought into effect or validated.  In many coun-
tries it is required that either the whole, or part, of 
the patent specification has to be translated into 
the national language at grant, with consequent 
expense.  In view of this most patentees only vali-

date their European patent in a few countries.  It 
is unusual for a granted European patent to be 
brought into effect in more than, say, five to seven 
countries.

The Unitary Patent

The initial Community Patent Convention 
(“CPC”) had similar provisions to the EPC but re-
quired that every one of the Community countries 
be designated.  On grant, the resultant patent had 
effect across the entire Community but countries 
could require, and did, that a translation of the full 
text into their official language be prepared and 
filed.  Not surprisingly, industry throughout Eu-
rope was not supportive of the idea in view of the 
huge translation costs they would incur at grant.

In 2011 a proposal for a European Unitary Patent 
having effect across the whole of the EU was ap-
proved by the European Commission.  It differs 
from the CPC in several ways.  The most signifi-
cant difference is that no country can require the 
patentee to provide a translation of the patent into 
their national language.  Translation into English 
where the European case is in French or German 
can be required, but the Commission expects 
that machine translations will be sufficient.  The 
Unitary Patent proposal has been presented to 
the member states on an “enhanced cooperation” 
basis so that each country can decide whether or 
not to sign up.  Currently Italy and Spain are not 
taking part.  Unless the situation changes, the uni-
tary patent will only take effect in 25 of the 27 EU 
countries.

T The new Unitary Patent will be administered en-
tirely by the EPO.  An applicant will file and pros-
ecute a European patent application in the EPO 
as at present.  At grant the patentee could choose 
a Unitary Patent which would extend to all the 
countries of the EU who had joined the new sys-
tem.  The process of validation at grant for the 
Unitary Patent will remain with the EPO who 
will also remain responsible for the Unitary Pat-
ent after grant and will collect renewal fees.  The 
patentee can also validate the patent in countries 
outside of the EU in the usual manner.

Currently there is no cost information available as 
to the fees that might be charged by the EPO for 
a Unitary Patent at the grant phase and for subse-
quent renewals.  It is therefore difficult to assess 
how many applicants will want to have a Unitary 
Patent given that the patentee will still be able to 
choose to validate the European patent in a num-
ber of individual EU countries as at present. 

The Unified Patent Court

A Unitary Patent needs a court in which these new 
patents can be enforced and challenged. Hence 
there is a parallel proposal for a Unified Patent 
Court (“UPC”).

The new court will have a “Central Division” with 
headquarters in Paris, and offices in London and 
Munich.  The Court of Appeal of the UPC will be 
in Luxembourg.  The Central Division will have 
exclusive jurisdiction over challenges to the va-
lidity of a patent.  Infringement actions can be 
brought before the Central Division or before Re-
gional and Local Divisions which may be set up by 
individual countries, or groups of countries.

The scope of the UPC and the transition

The UPC proposal gives the UPC exclusive juris-
diction not just over matters relating to Unitary 
Patents.  It will also have jurisdiction over Sup-
plementary Protection Certificates (“SPCs”), Eu-
ropean patents already granted which are still in 
force when the proposal comes into effect, and all 

current and future pending European patent ap-
plications.  For a transitional period of seven years 
patentees can opt out and choose to use national 
courts rather than the UPC for their disputes re-
lating to traditional European patents.  

It is likely that patentees will be advised to file an 
opt-out of the UPC when their European patent is 
granted.  Industry is unlikely to want to risk hav-
ing to litigate in the UPC whilst it is new and un-
proven.  

Languages

The Court of Appeal in Luxembourg, and local di-
visions of the court of first instance, can choose 
the language in which to hear the case.  

This raises the possibility that two courts might 
hear the same case in different languages.  It is also 
possible for infringement and validity of the same 
patent to be heard by different courts and in dif-
ferent languages.  It is difficult to know how this 
might work given that the exact use of precise lan-
guage is at the heart of a well drafted patent speci-
fication.

In Germany, infringement cases are heard in dif-
ferent courts to cases involving the validity of a 
patent.  

This makes it easy for a patentee to get an injunc-
tion as it opens the way for a patentee to argue for 
a broad interpretation of a claim to “catch” an in-
fringement.  

Subsequently the patentee might argue for a much 
narrower interpretation of the same claim in order 
to show the claim to be valid.  Under the UPC, 
such bifurcation will be an option, and is, perhaps, 
likely to remain in use in local divisions in Ger-
many.  Injunctions issued by a local division, or 
the central division, will be extremely valuable as 
they will be pan-European.  
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Practical Implications

For a while now, some UK based businesses have 
routinely filed British national patent applica-
tions, alongside their European applications, to 
ensure that they will never need to use the UPC 
for infringement and other disputes arising in 
the UK.  All applicants could avoid the UPC by 
reverting to filing national patent applications in 
Europe rather that using the EPO.  At least for the 
transitional period, businesses can avoid the new 
court by continuing to validate their European 
patent in the few EU countries of real interest and 
then filing an opt-out.  Business needs certainty 
and whilst the high standard and speed of access 
of the English courts, for example, is known, the 
standards and speed of the UPC, however for-
matted, is a total unknown.   

Jacqueline Needle, a 
partner of Beck Green-
er, has wide experience 
of advising companies, 
from both this coun-
try and overseas, in the 
procurement and use of 
IP.  She has managed ex-
tensive patent portfolios, 
and has had the conduct 
of litigation in many 
countries.  

Jacqueline is an experienced writer and editor and, 
as well as making contributions to various books 
on IP matters, she has written for journals, maga-
zines and the UK national press.  

Jacqueline has an Honours degree in Electrical and 
Electronic Engineering awarded by the University 
of Leeds, and an LL.M in Advanced Litigation 
from Nottingham Law School.

Jacqueline Needle can be contacted by phone on 
+44 (0) 20 7693 5600 or alternatively via email at 
jneedle@beckgreener.com
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Pan-European Patent Litigation: English Courts Create a Useful Stop-Gap 
Whilst a Unified European Court System Is Awaited By Alistair McKinnon & Dr. Julian Potter

he England and Wales High Court 
(EWHC) has demonstrated its willing-
ness for the English Courts to have juris-
diction over issues of infringement of for-
eign-designated patents.  In the decision 

Actavis Group hf v Eli Lilly & Company (USA)/
Medis ehf v Eli Lilly & Company (USA), [2012] 
EWHC 3316 (Pat), the court confirmed that Eng-
lish courts could exercise jurisdiction over ques-
tions of infringement of foreign patents.

The decision applies to proceedings relating to 
European patents.  Rather than being one single 
right, a European patent comprises a number of 
national patents that are applied for in a single ap-
plication and granted by a single decision of the 
European Patent Office.  After grant, the patent is 
validated in one or more European patent conven-
tion contracting countries and is then treated as 
a bundle of separate rights.  These separate rights 
have a scope which is limited to the territory of 
the respective contracting country.  Therefore, a 
European patent validated in, for example, UK, 
France and Germany will comprise separate parts 
for the UK, Germany and France.  Any litigation 
proceedings relating to the patent would be con-
ducted before respective national courts of the 
countries in which the European patent is vali-
dated.  Thus, the courts will decide on the issues 
of the case based on their respective national laws.  
It will be appreciated that where there are paral-
lel litigation proceedings relating to the European 
patent in different countries then this will increase 
costs for the parties.  There is also the potential 
problem of the different national courts giving dif-
ferent results even though the issues are the same.

Thus, an owner of a European patent validated in 
a number of European countries looking to en-
force the patent in each of those countries would 
need to initiate infringement proceedings before 
individual respective national courts.  There are 
continuing attempts to create a unified European 
patent court which can hear cases relating to pan-
European rights in a single proceeding, but such 
a court with pan-European powers does not yet 
exist.

In the meantime, the above decision and an earlier 
decision of the Court of Justice of the European 
Union (“ECJ) may provide some help to European 
patent owners looking to seek cross-border relief 
or to parties looking to avoid a European patent.

In the ECJ decision (Solvay v Honeywell Compa-
nies (Case C-616/10)), the court held that a na-
tional court in Europe has pan-European jurisdic-
tion to grant provisional relief in IP infringement 
actions and that national courts can issue prelimi-
nary injunctions with effect to the territory of oth-
er member states of the European Union.  Thus, 
the ECJ held that Dutch interim proceedings that 
result in the issuance of provisional measures, 
such as the grant of a preliminary injunction, fall 
within the scope of Article 31 of the Brussels I 
Regulation, which establishes a special jurisdic-
tional regime for such provisional measures.  This 
regime does not yield to the exclusive jurisdiction 
provision for validity which was an issue in the 
earlier ECJ decision GAT v. LuK (Gesellschaft für 
Antriebstechnik mbH & Co. KG v. Lamellen und 
Kupplungsbau Beteiligungs KG, Case C-4/03).  
Therefore, as long as proceedings fall within the 
scope of Article 31, courts may grant provisional 
measures concerning foreign patents, even if a de-
fendant questions foreign patent validity.  How-
ever, in main proceedings, validity can be consid-
ered only by national courts.

In the more recent EWHC decision, Actavis 
brought a claim against Eli Lilly USA for a declara-
tion of non-infringement with respect not only to 
the UK designation of Eli Lilly’s European patent 
(EP 1313508), but also with respect to the French, 

T German, Italian and Spanish designations.  Eli Lil-
ly USA challenged the English Court’s jurisdiction 
over the foreign designations.  

The court held that, because validity of the as-
serted European patent and that of the foreign 
designations was not challenged, the claims over 
the French, German, Italian and Spanish parts of 
the European patent could be heard by the EWHC 
also.  

The above cases may prove useful to claimants 
or defendants in some, but not all instances.  In 
particular, where a claimant seeks a declaration of 
non-infringement of a European patent, then the 
above decisions are applicable provided that the 
validity of the patent is not also challenged by the 
claimant.  Further, if a claimant looking to enforce 
a European patent seeks a preliminary injunction 
to halt the activities of an alleged infringer pending 
a main trial, then the principles are again applica-
ble.  However, if in this second scenario, the defen-
dant (i.e. the alleged infringer) counterclaims that 
the European patent is not valid, then the national 
court cannot decide on the issues with respect to 
the foreign designations.  

Therefore, alleged infringers who are content 
merely to seek a declaration of non-infringement 
of a European patent without national validity 
challenges should consider conducting the case in 
London to consolidate litigation.  

It must be noted however, that in proceedings 
where validity of a European patent is challenged, 
for example, by counterclaim as a defence to a 
claim for infringement, the proceedings will have 
to be pursued before the court of the various coun-
tries for which patent protection is asserted.

In summary therefore, the recent decision of the 
EWHC provides a useful mechanism for a con-
solidated pan-European patent litigation strategy 
whilst the unified European patent court is await-
ed.  However, if validity of the European patent 
is raised as an issue, then all bets are off and par-
ties must resort to national country-by-country 

litigation proceedings.  Therefore, a unified court 
system in Europe is still the desirable goal to al-
low true consolidation of pan-European patent 
litigation proceedings.  After over 30 years in the 
making, such a system may now be within touch-
ing distance as the EU parliament has recently ap-
proved an EU unitary patent package.

Alistair McKinnon is a se-
nior associate in the London 
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telecommunications, Internet TV systems, radia-
tion detectors, ion implantation devices, fingerprint 
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both the UK Intellectual Property Office and the 
European Patent Office.

Alistair McKinnon can be contacted on 
+44 (0) 20 7240 2220 or by e-mail at 
ajm@wpt.co.uk
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countries looking to enforce the patent 
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to initiate infringement proceedings 

before individual respective 
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Made in China?  Winds of Change for Intellectual Property Strategies
By Anthony Albutt 

ADE IN CHINA; words that adorn 
millions, if not billions, of products 
every year originating from China 
and making their way around the 
globe.  However, is there evidence 

that China’s position as the world’s leading manu-
facturer is set to change?

Numerous reports illustrate how China’s wages 
are increasing along with the average standard 
of living.  Salaries vary tremendously across the 
country and so too do the annual pay rises.  For 
the coastal regions, where the bulk of manufactur-
ing takes place, the cost of that abundantly cheap 
labour has risen dramatically.  For example, this 
year UK companies report that they have already 
seen an increase in the average salary of over 10 
percent.  This has a direct effect on manufacturing 
costs and is leading some manufacturers to think 
again about where they place their production fa-
cilities.

Many international businesses are now looking 
for new sources of cheap labour and reduced regu-
lation.  Countries including Myanmar, Indonesia 
and Vietnam are welcoming many of the world’s 
largest names to build manufacturing plants on 
their soil.

But is this anything to worry about?  Looking pure-
ly at manufacturing costs the answer is of course 
no.  If it’s possible to manufacture more cheaply in 
another country then that is surely good news for 
manufacturers and deciding on the location for 
manufacturing plants is simply one of the lowest 
cost.  But is there more to the decision than simply 
manufacturing costs?  In today’s competitive glob-
al market, intellectual property rights (IPRs) play 
an ever increasingly important role in protecting 
innovation, technology and brands.

Historically, protecting IPRs in China was at best 
difficult and at worst impossible in some region-
al areas.  This used to be particularly so in areas 
where the local economy was dependent on one or 
two large businesses.  An injunction or damages 
would be hugely damaging to the local economy 
and this, unfortunately, led many to believe local 
courts were biased.  

However, as China developed so too did the laws 
that protect technology, innovation and brands.  In 
fact, China’s intellectual property laws correspond 
substantially to those in Europe and whilst there 
is some deviation in terms of how the laws are 
implemented in the Chinese Patent Office (SIPO) 
and the Courts, fundamentally the laws and legal 
tests are very similar indeed.

Looking at China as an example, IPRs fundamen-
tally play two roles:  

• For manufacturers outside China, they protect 
the Chinese market from competitors who might 
otherwise import imitating products or technol-
ogy.  This secures the Chinese market for import-
ers into China.  

• For manufacturers inside China, it allows tech-
nology to be shared with Chinese companies safe 
in the knowledge that IPRs will prevent unauthor-
ized manufacture, sale and of course export.  This 
secures the global market from products manu-
factured in China.  

IPRs in China are therefore a valuable commercial 
tool, protecting the market and preventing export 
of competing products.

However, what does the trend to move manufac-
turing away from China mean in terms of protect-
ing your brand or technology?  The protection 
conferred by IPRs in these new manufacturing na-
tions is not at present as sophisticated as it is else-
where and the legal framework is far behind that 
of western countries, and indeed of China.  It can 
therefore be more difficult to protect technology 

M introduced into the country from your competi-
tors.  In developing countries, the local market is 
unlikely to be significant in terms of product sales 
and so the value of IPRs only really resides in their 
ability to prevent the export of products to a com-
pany’s other markets.  

Another issue of interest is the phenomenon of 
‘pop-up’ manufacturers.  These are businesses that 
set-up manufacturing plants with the sole pur-
pose of making counterfeit products and typically 
luxury branded goods.  They can be formed and 
dissolved very quickly using modern manufactur-
ing technology which makes them very difficult to 
track and to deal with using IPRs.  By the time an 
injunction is in place, the factory has disappeared.

So, if you want to move manufacturing out of Chi-
na to enjoy the cheap manufacturing these other 
countries offer, how should you adapt your IP 
strategy? The first question should be: Is obtain-
ing the same rights as in China possible?  If yes, 
duplicate your strategy from China and obtain lo-
cal IPRs.  If the answer is no, then perhaps a subtle 
shift in the focus of your IP strategy is required. 

Many companies adopt the conventional approach 
of first seeking protection in their marketplace 
and then in the country where their competitors 
are operating.  But if you can’t get adequate protec-
tion where your competitors are operating, what 
can you do? One approach to reinforce your po-
sition is to look at how your products get to the 
market, i.e. the supply chain.  For example, prod-
ucts leaving Asia for European markets typically 
travel through a container port such as Singapore 
or Dubai (or perhaps both) before arriving at one 
of Europe’s principal import hubs.

The issue of whether IPRs are infringed in a coun-
try whilst in transit is a matter of national law and 
these laws vary.  Also, some goods may not for-
mally enter public circulation whilst they are in 
transit.  However, countries such as the United 
Arab Emirates are also a large consumer of goods, 
particularly luxury goods.  In these transport 
hubs, IPRs can be used to seal off the local market, 
even it if is not always possible to enforce rights 
against the remaining goods in transit.  By pick-

ing off the markets along the supply chain you can 
erode your competitors’ global market share and 
the monetary value of transporting copied tech-
nology or goods.

Companies manufacturing in developing nations 
should analyse their competitors’ supply chain as 
part of the overall IP strategy.  By closing down 
routes to local markets, as well as the markets 
themselves, it becomes difficult for the goods to 
reach and damage a company’s markets all along 
the supply chain.  

Manufacturing is global, so too is the market.  A 
company’s intellectual property strategy should 
reflect this to effectively protect the business.  
There are synergies and strategies which can be 
employed when handling international IPRs 
meaning that this type of global IP strategy is not 
as expensive as you might think.
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around the world - range 
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in Europe. D Young & Co is a leading intellectual 
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Asia and around the world: www.dyoung.com.
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Is the Cloud cloudy?
By Richard Milchior - Partner Granrut Société d’aovcats

or the last two years, Cloud computing 
has had an incredible growth.  The re-
cent forecasts are mentioning a turnover 
which should be around €29 billion in-
cluding 1.7 billion in France at present, 

and expecting to rise to 5 billion by 2015.  Every-
body wants to be a part of a growing market where 
the future is.

Hundreds of articles have now been written 
worldwide to explain how beautiful the Cloud is 
(mainly by software companies and management 
or consulting people).  Hundreds more written by 
lawyers explaining how dangerous it could be.

In addition entities such as the European Commis-
sion, the various data privacy authorities national 
as well as the G29 which groups all the European 
Data protection authorities have commissioned 
studies, prepared reports and established or pro-
posed some charter or guide lines concerning the 
use of Cloud Computing.

In parallel, a new trend: the creation of national 
cloud is being organised in several countries with 
the dual objective of competing with the US giants 
and of protecting the national sovereignty.  This 
article summarise the arguments most often used 
by those in favour of the Cloud and those afraid 
of it and offers the answers proposed to find out 
about their relevance and try to propose a new so-
lution.

The companies offering a Cloud service explain:

• That Cloud services are a source of savings since 
for instance you have a storage area which is flex-
ible according to your need and you pay according 
to your use.

• You do not have to pay the licence and install the 
software that you need since you will pay accord-
ing to the use and they will be available remotely

• A level of reliability which is usually between 99 
and 100% is mentioned and sometimes guaran-
teed.

• The technological knowledge of the provider is 
also mentioned and it is true to the biggest pro-
vider of cloud services are companies which have 
been active on the computer field (hardware  and 
software)  or in the internet or e-commerce world 
for several years and sometimes more.

•The newer companies will on the contrary ex-
plain that they are more agile and have been cre-
ated specifically to provide this kind of services 
and are therefore better prepared and equipped to 
provide them.
The lawyer and the authorities have a different view.

• They explain that from a technical point of view, 
you may have data protection issue especially in 
the data are transferred to another country.

• They mention that using the services of an US 
company which will host the data in the US cre-
ates the possibility to see those data being exam-
ined or transferred to the Homeland Security on 
the basis of the Patriot act.

• They recall that some big providers have suffered 
some stoppage during several hours and that the 
clients were not able to work during those “long 
period” of time.

• They mention that the client should check if a re-
versibility clause exists to be sure to be able to re-
cover their information when the agreement ends.

• They point out that some contracts mention that 
the service can be interrupted with an 8 hours ad-
vance warning or even less.
Relief is not really available since you may have 

F to go to a remote (remote for European and even 
American) state  court located for instance in San 
Antonio ,TX or in an exotic location where you 
may then have to  bear the cost of an US litigation.  
How will you deal with this when your service can 
be cut in the next hours?

The provider of national clouds states that their 
data remain located inside their national territory 
which minimise the risk of loss or theft of data in 
other countries and can also minimise some costs 
since the information travel less. The major  ad-
vantage advanced being nevertheless the protec-
tion against economic intelligence (in other words 
economic spy) being known that some states have 
been known as spying companies  of foreign coun-
tries to help their own companies.

If national clouds are being promoted, we are nev-
ertheless far away from a European Union Cloud 
which could be promoted with the assistance and 
under the Umbrella of the European Commission.
A European cloud is as relevant as the launch of 
the Galileo satellite to maintain the European in-
dependence in space.

The solution offered by the creation of charter or 
guide line.

The solution offered seems to have been prepared 
by people leaving outside of the real world. It is 
advised for instance to request to know where the 
servers are located or to obtain a right of audit.  
Those are for instance two solutions mentioned 
by the ICO (the UK authority for data privacy). 
People are also advised to request a reversibility 
clause to be able to recover their data.
This type of advice is given to everybody.

These simply forget that a single person or a SME 
will not deal with a real person but will be offered 
the possibility to click on a contract without any 
possible discussion.

Very often no address or phone number is avail-
able.  It is obvious that the big provider do not 
want to discuss those contracts with everybody 

but ask you to sign (in fact to click accept) for a 
template agreement.

The situation may be different for big companies 
which may have a bargaining power.  However 
even for them, one can wonder how many of them 
did ever try to find out if the reversibility men-
tioned in the agreement works for real and if one 
is able to reuse the “reversed “data. Those who 
have tried to recover safeguarded data or have 
lived  the migration from one software when ev-
erybody tries to make  things work, understand 
the problem one may face when the other party 
is not cooperative as this may happen with some 
provider that you are leaving.

A very fragile way protecting the interest of all par-
ties has been opened by the agreement between 
IBM and a data protection authority allowing a 
right to audit to the clients.

If the single client (small or even big) do not have 
the bargaining power, the intervention of the Data 
privacy authorities or the One of the European 
commission may either lead to behavioural or con-
tractual engagement from the supplier and in last 
resort a consumer protection regulation protect-
ing the clients of the Cloud to ensure safety quality 
and reliability could or should be envisaged.  

Other improvements have been shown by the fact 
that Amazon has agreed to position some storage 
centre in Ireland to guarantee the Brittany region 
that its data will remain in Europe. 

In parallel, a new trend: the creation 
of national cloud is being organised in 

several countries with the dual 
objective of competing with the US 

giants and of protecting the 
national sovereignty.

“
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The future could be to create as it exist in the 
data protection field some standard contrac-
tual clauses whose implementation in the con-
tract will be recommended and will be enough 
to guarantee the customer –at least from a legal 
point of view.  The contract should mention that 
it applies clauses which supersede any contrary 
disposition. If this is not enough the creation of 
a minimum regulation if possible at the EU level 
should be envisaged but all of this should happen 
quickly in the next year or two.
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IP recent developments in Luxembourg
By Anne Morel & Michael Kitai

ver recent years, the Grand Duchy of 
Luxembourg has focused consider-
able attention on developing an attrac-
tive environment for development and 
managing intellectual property (“IP”) 

rights on its territory.

Etienne Schneider, Minister of the Economy and 
Foreign Trade, constantly recalls (and recently 
during the 5th edition of the IP Day on 26 April 
2012) that IP and innovation have progressively 
become major elements of the economic develop-
ment and competitiveness of the country: “It is a 
priority to encourage companies to integrate IP 
in their research-, development-, and innovation 
strategies and to create a legal framework to pro-
tect and promote such activities”.

During the Gaming Event Summit held in Lux-
embourg on 14 November 2012, François Biltgen, 
Minister for Communications and Media, has 
highlighted that IP/IT legislation is key to the fu-
ture economic success of the ICT sector in general, 
including software intellectual property, licensing, 
tax, data protection and data sharing issues, cross-
ing legal, fiscal and technical aspects.  

Facing the new challenges resulting from the con-
stantly changing cutting-edge pro-technology 
environment, Luxembourg authorities decided 
to adopt a pro-active policy to push forward the 
economy via both connectivity as well as trust and 
therefore, created a safe IP environment by imple-
menting EU directives, international agreements, 
treaties as well as the following recent and upcom-
ing initiatives:

- creation of a legal framework to support research 
and innovation through the Law of 5 June 2009 
relating to the promotion of research, develop-
ment and innovation that provides for financial 
assistance to companies that engage in such activi-
ties (published in the Luxembourg official gazette, 
Mémorial A, n°150, dated 29 June 2009, p.2256);

- introduction of an exemption regime (80%) for 
income derived from IP and/or from the sale of IP 

rights through the Law dated 21 December 2007 
(published in the Luxembourg official gazette, Mé-
morial A, n°234, dated 27 December 2007, p.3949) 
(and detailed by the circular of the Direct Tax Au-
thorities LIR n°50bis/1 dated 5 March 2009) (See 
below the “IP Box”);

- discussion on a preliminary draft bill in relation 
to e-archiving which should reinforce trust on e-
documents and which should create accredited 
companies for evidencing purposes; 

- enactment process of a revised version of article 
567 of the Commercial Code giving protection 
to the owner of data in case of bankruptcy of its 
service provider (preventing trustees from selling 
data along with hardware).

New trends in Luxembourg: IP box and M&A 
transactions

Located in the heart of Europe, Luxembourg is 
hosting more and more technology-intensive 
companies with an important IP portfolio.  In-
deed, some of the biggest ICT companies and 
leading fast growing online cloud and social gam-
ing companies have elected the country as their 
European distribution platform.

One of the tax incentives implemented in the coun-
try is the regime known as the ‘IP Box’ providing 
for very attractive tax measures for developing 
and maintaining IP rights in Luxembourg.  The IP 
Box regime provides among other for an exemp-
tion of 80 % on net income (royalties) (taxed at a 
rate of 5.76%) and capital gains derived from cer-

O tain qualifying IP rights: copyrights on software, 
patents, trademarks, domain names, designs and 
models acquired or constituted after 31 December 
2007.  Furthermore, if no commercial results are 
forthcoming, the R&D expenditures are fully de-
ductible.

Recent trends show that the development and ex-
pansion of these companies taking advantage of 
Luxembourg very business friendly tax environ-
ment make them potential targets for acquisition, 
joint venture or investment arrangements.  The 
entities willing to acquire or invest in such tech-
nology-intensive companies are advised to seri-
ously consider the conduct of a due diligence of 
the assets and liabilities of the target company, in-
cluding its IP assets and liabilities.   

While conducting such due diligence for the pur-
pose of a M&A, the acquirers shall (i) identify all 
IP assets, (ii) verify ownership, (iii) ensure that 
such assets are free of encumbrances for the in-
tended business and (iv) require further legal 
analysis on some IP issues raised (for instance, 
warrants might be expected from the seller stating 
that the registration and/or use of its trademark as 
well as any other registered and/or unregistered IP 
rights, which shall be subject to the acquisition, do 
not infringe any third party rights).  Data privacy 
issues and other IP/IT matters should also need to 
be considered as part of a due diligence as an es-
sential part of an M&A transaction.

Acquirers should be aware that the consequences 
of mismanaging or ignoring IP due diligence can 
be severe.

Protection of IP rights and litigation

To our knowledge, there have been no high-pro-
file decisions in relation to IP taken by any Lux-
embourg court except common commercial liti-
gations.  Infringement lawsuits with respect to 
patents usually occur in larger jurisdictions where 
such rights on patents are also threatened.    

It is further advisable to be pro-active in protect-
ing IP rights.  As to trademark protection, for ex-
ample, companies may subscribe to a ‘subsequent 
trademark notification’ service granted by the 
Benelux Office for Intellectual Property aiming to 
be kept abreast of new trademark applications that 
are potentially in conflict with the company own 
mark.

The recurring themes in IP-related disputes con-
cern (i) cancellation of trademark registration 
notably for filing in bad faith (Court of Appeal, 
24 October 2007, n°31570 and 31609, BIJ, 2008, 
p.187 to 189) and for creating a likelihood of con-
fusion on the part of the public with another mark 
(Court of Appeal, 20 March 2002, Pas., p 239 to 
247 and Supreme Court (cassation civile), 2 May 
1996, Pas., p 65 to 70) and (ii) other patent or 
trademark infringements and copyright disputes.

Conclusion

International companies should first be conscious 
of the extent of their IP portfolio and should fur-
ther, with the assistance of their lawyers, carefully 
assess and valuate their existing IP rights, includ-
ing the know-how.  

Indeed, the recent initiatives, the favourable legal 
framework as well as the other Luxembourg ad-
vantages/incentives (i.e., ideal location in Europe, 
top tier data center hosting cloud infrastructure, 
outsourced data protection, bandwidth reliabil-
ity, pan-European connectivity, cutting-edge 
pro-technology financial and IP structures and 
attractive corporate and venture capital vehicles) 
make the country a first choice jurisdiction for 
protecting and managing IP and for optimising 
the financial benefits thereof, enabling companies 
to position IP as a cornerstone of their innovative 
economic models.
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Lessons from a Recent Supreme Court Decision in Hungary 
Concerning a Patent License Agreement By Michael Lantos, Dr. Ildikó Komor & Dr. Eszter 

n the early 1990s a French company purchased 
the majority shares of the veterinary vaccine 
manufacturing unit of a Hungarian company.  
It was a complex transaction, wherein a new 
joint venture company was established and on 

the top of the establishment, a license agreement 
was concluded between the remaining part of the 
seller Hungarian company and the new joint ven-
ture on the use of a great number of patents used 
previously by the vaccine manufacturing unit.

The license agreement had a difficult wording and 
its main content was the granting of respective li-
censes after the defined group of patents, wherein 
the licensor guaranteed its rights to conclude such 
an agreement and that payment should take place 
during the term of the respective patents.  

Initially between the two companies there was a 
good relationship and soon the license agreement 
was modified according to which the licensee 
would not have any further payment obligation to-
wards the licensor.  With time a lot of reorganisa-
tion and a privatisation took place at the remain-
ing Hungarian company, where different owners 
and directors took the lead, and at the turn of the 
century the successor of the rights of the Hun-
garian company found the original license agree-
ment – which they claimed to have been hidden 
for years - and thought that they were entitled to 
collect the license fee, thus filing a lawsuit against 
the JV company for the payment of the license fee.

In the first part of the proceeding the courts de-
clared the modification of the license agreement 
as null and void, because the giving up of the pay-
ment obligation on the part of the joint venture 
company (the shares of which were purchased in 
100% by the founder French company) towards 
the licensor was qualified as a unilateral step with-
out any compensation, therefore such modifica-
tion must have been regarded as being against the 
public moral and such deals are to be considered 
as null and void according to the Hungarian Civil 
Code.

The lawsuit was continued for the payment of the 
license fee.  The fact pattern was, however, rather 
complex.  The following issues have emerged:

1. Out of the several patents concerned by the 
agreement there was a group wherein the Hungar-
ian company was not the sole owner of the patents 
but the patents were jointly owned by local and 
foreign research institutes and universities;.  

2. There was a special patent where the licensor 
was not even the owner or exclusive user but only 
a licensee with non-exclusive rights;

3. In several of the vaccine producing method pat-
ents the manufacturing methods were changed 
and different cell strains were used instead of those 
defined in the patents;

4. The JV company did not pay the maintenance 
fee for all patents in the group and several ones 
of the concerned patents were got abandoned by 
non-payment of the maintenance fees; and finally

5. The license agreement and its modification was 
situated in a hidden location and during the sev-
eral reorganisation of the Hungarian company the 
original agreement was found only in 2000 by the 
company.

The licensor claimed the court to grant the non 
paid fee after the utilisation of all the concerned 
patents irrespective from the above listed facts so 
that the beginning of the calculation of the license 
fee should go back to 1991 when the agreement 
was concluded.  

I The defendant submitted counter claims and 
pointed out the deficiencies of the license agree-
ment, among them the provision of the Patent Act 
that in case of jointly owned patents a co-owner 
can grant a license with the consent of the other 
co-owners only; furthermore because in a li-
cense agreement where there was no mention of 
the right of the license to grant a sub-license, no 
sub-license can be granted; because the technol-
ogy was changed and the scope of the associated 
patents did not cover the modified method; and 
finally, because the claims were raised only in the 
year 2000, based on the legal prescription period 
of five years, the plaintiff cannot claim and fee af-
ter utilisation occurred more than five years prior 
to the filing of the claims.

In this way, there was a fierce legal battle, wherein 
the first instance court ruled first, then the sec-
ond instance court reversed the decision, then the 
Supreme Court (SC) ordered a new first instance 
proceeding because of a procedural error, and the 
whole fight repeated before these tribunals again 
and the fight was terminated by the legally bind-
ing decision of the Metropolitan Court of Appeal 
(MCA) an a more recent judicial review decision 
of the Supreme Court which has not yet been 
written down, only announced orally which has 
sustained a similar decision of the appeal court, 
wherein the defendant had to pay only a fraction 
of the amount claimed by the plaintiff.  Both the 
MCA and the SC has dealt with all the listed seg-
ments of claims.

1. Patents jointly owned by the licensor and 
other parties.

In connection with these patents the MCA and the 
SC have established that the corresponding parts 
of the license agreement was invalid, since the law 
clearly defines that in case of jointly owned pat-
ents a license can be granted by the common will 
of all co-owners.  The plaintiff was unable to prove 
to have possessed with the consent of the co-own-
ers, moreover these were in the belief that the JV 
company was the simple successor in title of the 
licensor, therefore did not raise objection against 

utilisation by the defendant.  The courts  pointed 
out that the lack of a clear and doubtless consent 
the licensor was not in the legal position to grant 
any license at all, and was thus not in the position 
of collecting any fee after such utilisation.

2. The patent where the licensor had only a non 
exclusive license for use.

Here the MCA and the SC have arrived at a simi-
lar conclusion, i.e. the sub-license granted by the 
plaintiff was invalid, since a licensee can sub-li-
cense his rights only, if the original license agree-
ment comprises a clear authorisation for doing 
so i.e. granting sub licenses.  In the present case 
the plaintiff was unable to produce such a consent 
or clear authorisation to grant a sub license.  The 
documents shown to the court by the parties dem-
onstrated a different position by the original pat-
entee which could not be interpreted as if it was 
consent to granting sub licenses.

3. Change of the technology

This was the most conflicting issue.  The court 
has ordered an expert to provide opinion whether 
the manufacturing technology was changed.  The 
expert declared the change of technology but in 
a second opinion he declared to previous opin-
ion pending from the facts whether the docu-
ments which were given to the expert were fully 
authentic or not because of a formal failure.  In 
the repeated court proceeding, the problem that 
caused the formal failure was resolved success-
fully, and the defendant thought that by solving 
the uncertainty issue, the expert opinion demon-
strated clearly the change of the technology.  Un-
fortunately, the courts, did not share this view and 
pointed out that it was in the interest of the defen-
dant to prove that the actual methods were differ-
ent , and during the long court proceedings they 
would have sufficient time to provide a more solid 
and unambiguous expert opinion.  The Supreme 
Court has found the demonstration of the change 
of technology only at one of the several cases.  
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The lesson from this decision is that even if there is 
a favourable expert opinion, if it is not crystal clear 
and even if the plaintiff does not argue against the 
opinion, it may be worthwhile for the defendant to 
use a second expert and demonstrate the change 
of the technology.

4. The lapse of certain patents because of 
non-payment of the maintenance fees.

Here the MCA and the SC had a firm position: if 
a patent lapses, it will become public domain, and 
from the date of termination of the patent pro-
tection anyone can use the subject matter of the 
patent without the need of paying after such use.  
The licensee cannot get into a position less favour-
able then the general public.  The court added: in 
the present case the agreement has a rather vague 
wording, but it was clear that there was no inten-
tion of the parties to pay a license fee after a patent 
lapses.  

5. Claim for fee for the period prior to the 5 
years prescription period

In the present case the plaintiff tried to make it 
clear that during the course of the several re-or-
ganisations and relocations of the plaintiff compa-
ny, the license agreement was misplaced, and this 
was a good cause for the “sleeping” of the prescrip-
tion period, and plaintiff acted immediately when 
the license agreement was found.  The Supreme 
Court made it clear in its oral decision that any 
reason occurred within the plaintiff ’s company 
cannot be an excuse for extending the duration 
of the prescription period, as such reasons can 
be grounds and events occurring outside of the 
company which prevent the plaintiff to raise his 
claims.  The court decided therefore that the start-
ing date of the payment obligation was 1995 only 
and not 1991.

The case summarised above shows that a single 
lawsuit has covered several aspects of patent law 
and of concluding license agreements, and the 
inaccurate drafting of such agreements and treat-
ment of the obligations, finally the documentation 

of departures from the patented rights require 
close attention and keeping good records.  A li-
cense agreement creates a long term relationship 
between the parties, which cannot be “forgotten” 
or “put aside” otherwise the consequences will be 
severe.
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Domain Extension Confusion arising from .tc
By Valery Guerman

ussia is on the threshold of significant 
changes in the system of legal protection 
of intellectual property rights.  On the 1 
February 2013, a new judicial author-
ity called Intellectual Property Court 

will commence its work.  This new structure will 
be awarded the status of a specialised arbitration 
court.  An arbitration court in Russia is a judicial 
authority in charge of resolving disputes related 
to professional involvement in business transac-
tions; in particular, disputes, which may arise in 
the course of economic activities.  The Intellectual 
Property Court (hereinafter the IPC) will consider 
cases pertaining to obtaining and enforcement of 
intellectual property rights, regardless of the legal 
status of parties involved - legal entities or indi-
vidual entrepreneurs, physical persons or other 
organisations.  Currently, all disputes related to 
protection of intellectual property rights are being 
resolved by arbitration courts and courts of com-
mon jurisdiction. 

IPC will be the only authority in Russia, which, 
within the limits of its competence, will examine 
disputes related to protection of infringed or op-
posed  intellectual property rights, acting as  the 
court of  first instance and the court of appeal. 

All intellectual property disputes will be divided 
into two categories: cases related to actual propri-
etary of IP rights and cases related to infringement 
of IP rights. 

The first category of cases will include: 

1) Cases related to contestation of regulatory legal 
acts of federal executive authorities affecting the 
rights and legitimate interests of applicants in the 
field of legal protection of IP rights;  

2) Cases related to granting or cancellation of IP 
rights, in particular:  
 
• Contestation of non-regulatory acts, resolutions 
or actions (omissions) of the Federal Executive 
Agency on Intellectual Property, Federal Execu-
tive Agency on Selective Breeding Achievements 

and their officials, as well as agencies authorised 
by the Government of the Russian Federation for 
examination of  patent applications  for  secret in-
ventions; 

• Contestation of decisions of  the Federal An-
ti-Monopoly Authority on recognising actions  
aimed at obtaining  of exclusive rights for  means 
of individualisation of legal entities, goods, works, 
services or enterprises as unfair competition; 

- Identification of patent holders; 
• Invalidation of patents for invention, util-
ity model, industrial design or selective breeding 
achievement;  cancellation  of  trademarks  and/or  
appellations  of the goods origin, or any exclusive 
rights for such names, unless federal laws foresee 
another procedure of acknowledgement of their 
invalidity; and 
• Cancellation of legal protection of a trademark 
due to its non-use. 

Cases of the first category will be considered by 
the IPC acting as a court of the first instance and 
any decision so adopted will become effective 
and enforceable immediately.  No appeals may be 
lodged in relation to such cases.  However, cassa-
tion complaints on cases examined by the Court 
of the first instance may be reviewed by the Pre-
sidium of the IPC. 

Cases of the second category on disputes related to 
infringements of intellectual property rights, both 
in the first and appellate instances, will be consid-
ered by existing arbitration courts and arbitration 

R courts of appeal.  Cassation complaints on such 
cases may be lodged to the IP Court for review in a 
collegial composition.  Any decision taken by the 
IPC in cassation proceedings may be appealed to 
the RF Supreme Arbitration Court in exercise of 
supervisory authorities. 

In addition to that, the IPC may lodge a request 
to the RF Constitutional Court for examination of 
constitutionality of any law applied or to be ap-
plied to the case in hand.  The IPC will have 30 
judges, all meeting the requirements of seniority, 
age and appointment procedures in analogy with 
federal arbitration courts of the regions. 

For the purpose of examining a case by the IPC, 
the law introduces a new participant of the pro-
ceedings – the so called “Specialist”.  

The main function of such an expert in the pro-
ceedings is in expressing his/her opinion in a cer-
tain field of business activities (thus rendering as-
sistance to the IPC).  

For this purpose a Specialist will participate in 
proceedings verbally only.  The Specialist may be 
either outsourced or elected from the pool of legal 
advisers of the IP Court, provided that they pos-
sess relevant expertise and specific knowledge (for 
instance, in the sphere of selective breeding,  mi-
crochip’s topography etc.). 

The IPC will have a right to make inquiries or con-
sult with scientists, researchers, experts etc. with 
the view to obtain specific inferences or opinions 
on relevant issues and, using such inferences or 
opinions, will define its final position or attitude 
in relation to the case in question. 

Therefore, the IPC will be considering the ma-
jor part of disputes on protection of intellectual 
property rights.  Exclusion will be made to dis-
putes related to legal protection of copyright or al-
lied rights and rights for microchip’s topography, 
which will be resolved in accordance with appli-
cable rules of arbitral jurisdiction. 

It should be noted that in spite of various oppor-
tunities provided by applicable legislation, so far 
no specialised court has been established in Rus-
sia yet.  Experts believe that establishment of the 
IPC and introduction of international standards 
in Russia will add to the efficiency of intellectual 
property protection.  

Many of them predict streamlining of the pro-
cess and proceedings in various instances and 
improved accessibility of relevant cases to the IP 
Court through lodging of claims by Internet and 
extensive use of videoconferences.  

Great importance will be given to improved qual-
ity of proceedings because of specific qualifica-
tion of judges, obligatory involvement of special-
ists and an opportunity of ensuring uniformity of 
judicial practice in part related to the intellectual 
property rights nationwide. 
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Russia is Expecting Establishment of Intellectual Property Court
By Korcan Dericioglu & Ayca Pinar Eren Yasar

ith the prevalence of its use, the In-
ternet started being with us in every 
moment of our lives, being involved 
in our mobile phones and even in 
our home appliances.  Beyond this, 

the developed search engine infrastructure and 
social media networks brought a new dimension 
to usage habits in internet.  While we used to ac-
cess a website by inserting the domain name with 
its extension in the browser, now it is possible to 
access through a search engine and/or follow it 
over social media.

On the account of these usage habits, the frame 
of Intellectual Property infringements and protec-
tion mechanisms has undergone a change.  Search 
engines and social media sites set their own poli-
cies to sustain their services in a reputable manner 
and try to prevent against infringements by oper-
ating their complaint mechanisms.  “Sunrise Pe-
riods” have primarily been taken into agenda for 
right holders in the new domain name extensions.  
For gTLDs moreover, Trademark Clearinghouse 
system is on the agenda for the similar reasons.

The main reason for the policies and systems for 
the prevention of Intellectual Property infringe-
ments worldwide, particularly in the Internet 
community, is the malicious courses of action.  As 
in the whole world, many well-known and highly 
reputable persons and brand owners still have big 
problems about this issue in domain names and in 
social media.  Even if there are some mechanisms 
such as UDRP and the complaint mechanism to 
the related social media platform, considering the 
pervasion speed of the data / information on In-
ternet, most of the time, many of the mechanisms 
operated run late.  Additionally, as anonymity is 
essential in these mechanisms, the possibility to 
enact any compensation or penal sanctioning af-
terwards gets highly difficult.  Therefore, beyond 
the purpose of use, right holders started to prefer 
to register these domain names and social media 
accounts for protective purposes in order to elimi-
nate the infringement risks.  Even this issue con-
stitutes an inconvenience and creates a domain 
name and social media account trash.

The domain names with .tc extension, which are 
on the agenda of Turkey recently, are such as to be 
a good case study on that manner.

Domain names with .tc extension were opened 
to registration in 1997 and are referred to 
Turks&Caicos Islands.  The registrar making the 
related domain name registration is the Adams-
names Company originated in England.  After-
wards, a German Company acquired Adams-
names and the registration of .tc domain names 
was paused for a period by means of changing 
their rules and policies.  After an intense promo-
tional activity as of August by a company found-
ed in Turkey, .tc domain names were “re-served” 
to the internet community, especially in Turkey, 
launched with a privileged “sunrise” process to the 
right holders starting from 5 November 2012, con-
tinued with a “landrush” period starting from 29 
November 2012 and finalised with “general avail-
ability” process to start as of 4 December 2012.

The most interesting issue is that after the re-
structuring of .tc domain names, the promotion 
and marketing activities were deliberately focus-
ing in Turkey. Even though the official domain 
name extension for Turkey is .tr, the abbreviation 
“TC” refers to the Republic of Turkey in Turk-
ish. Therefore, this appears to be the fundamen-
tal commercial reason behind that.  The domain 
names with .tc extension, which were not known 
in Turkey before, started suddenly to be identified 
with Turkey or a possibility for such identification 
emerged.  In other words, due to promotion and 
marketing activities, the domain names with .tc 

W extension started to be associated with Turkey and 
a misperception for Turkey-based Internet users 
arouse.

Even though well-known and highly reputable 
persons and brand owners, who previously suf-
fered from the bad-faith registrations and related 
blackmail activities, do not have any intention to 
use domain names with .tc extension, they still 
tried to register all their brands in “Sunrise peri-
od” to prevent malicious use of third-parties. 

On the other hand, domain names with .tc exten-
sion had been allocated since 1997 even before the 
policy amendments, as different from other sys-
tems.  Thus, the domain names were registered ac-
cording to “first come, first serve” principle. In this 
regard, brand owners, who tried to register their 
brands with a .tc extension according to new poli-
cies in the “sunrise” process, saw that this domain 
name had already been registered and got the false 
perception that the same brand name has already 
been obtained by another person/firm as that in-
formation is not shared as required and created an 
impression as the domain name extension is new-
ly and specifically launched for Turkey.  Another 
point is the registration fee, which is around $250 
USD demanded for one year in sunrise process.  
This amount was also found high and criticised.  
However, registration of these domain names was 
performed by a number of persons for protective 
purposes despite the intense reactions.

There have been also some discrepancies and com-
plications.  The demands for Intellectual Property 
Infringements about the domain names registered 
before August 2012, which is the date policies 
changed and allocations stopped, are in the frame 
of the rules and policies determined by ADAM-
SNAMES.  This means that it will be obligatory 
to execute the arbitrations and procedures origi-
nated in England and Wales.  However, demands 
after the policy amendments will be conducted 
within the body of Istanbul Chamber of Com-
merce Arbitration Commission and will be bind-
ing.  But again, if there is a usage infringing an In-
tellectual Property right, it will be possible to take 

the domain name from its owner as required by 
the policies and rules stated by ADAMSNAMES. 
At the present point, it is undecided to whom a 
complaint relating a domain name which is reg-
istered before August 2012 will be done and in 
which the country’s frame of laws and court prac-
tices the concepts of usage and infringement will 
be assessed.  Since, bilateral administrative and le-
gal principles fall behind the importance given to 
sales, promotion and marketing policies, the sys-
tem contains contradictions within itself, which is 
another reason for the “sunrise” demand of many 
right holders.

The fact that domain names with .tc extension will 
be adopted and used in Turkey or will be disap-
pearing in the domain name trash in 2013, will 
depend on whether TCNET, who announced that 
they will be distributing domain names for free 
to public and governmental organisations and in-
stitutions as an act of social responsibility, but at 
the same time is said to be registering the famous 
brands on their own behalf for protective purpose, 
will revise their policies or not.
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Trademarks Snapshot - 2012
January

A dispute between shoe maker 
Christian Louboutin and rival de-
signer Yves Saint Laurent was heard 
by judges in New York over the red 
sole trade mark, but the judges on 
the Second Circuit Court of  Appeal 
were cornered by lack of  evidence 
provided to them.

February
Chaitanya Prasad was set to replace 
the head of  Indian IP’s Office PH 
Kurian as he aimed to step down 
only half  way through his five year 
term, following a launch of  an am-
bitious programme of  reform at the 
IP office.

March
The General Court in the EU 
rejected an application and further 
appeal for the trade mark Beatle for 
mobility scooters on the grounds 
that users would associate the mark 
with the band ‘The Beatles’.

April
One of  the most experienced IP 
judges in Japan, Toshiaki Iimura 
was appointed chief  judge of  the 
IP High Court in Tokyo. Mr Iimura 
is highly rated by practitioners and 
academics alike.

May
A panel at the INTA Annual Meet-
ing discussed the best strategies for 
protecting trademarks in Africa. 
Most multinationals with global 
brands seek protection in the major 
African markets, as well as those 
countries where they have local 
manufacturing.

June
The Intellectual Property Office in 
New Zealand rejected applications 
from the Ngati Toa Rangatira, a 
New Zealand tribe, to register four 
phrases from its Ka Mate haka as 
trademarks.

July
Apple and Proview settle their 
dispute over the iPad trade mark in 
China for $60 million after Proview 
had originally sought $1.2 billion 
from the Californian Company.

August
Four partners from the Spanish firm 
Herrero & Asociados left to set up 
their own firm named Balder IP. 
The firm will cover patent and trade 
mark prosecution and litigation.

September
Hogan Lovell increased their IP 
presence in Silicon Valley and San 
Francisco by five lateral hires that 
will focus on IP litigation in the 
US courts and at the International 
Trade Commission.

October
The French group AIPPI France 
launched a new website that is a first 
for the country, a website that con-
tains details of  all important cases in 
France which are freely accessible to 
all AIPPI members. 

November
After being sued by Nike in 2009 
following an alleged infringement 
on a bestselling pair of  sneakers, 
sports manufacturer already urged 
the Supreme Court to let it pursue 
cancellation of  the mark, despite 
Nike’s efforts to drop the case.

December
The director general of  the Dan-
ish PTO, Jesper Kongstad, warned 
governments that transparency 
rules could scupper IP trading, and 
furthermore, not to introduce rules 
requiring users of  IP trading plat-
forms to reveal pricing data about 
their transactions.
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Traditional Knowledge – Regulating the Innovations to Bioeconomy
By Sunita K Sreedharan

raditional knowledge (TK) would appear 
be an old world stream of study with no 
presence whatsoever in the field of high 
technology innovation.  But recent devel-
opments in India belie this presumption.  

2012 has been a significant year with a number of 
developments on the TK based innovation field. 

The DBT Report

The resurgent interest in TK driven innovation 
scenario helping to drive the bioeconomy is evi-
denced by the section dedicated to TK in the In-
dustry Recommendation Report titled “Indian 
Biotechnology – The Roadmap to the Next De-
cade & Beyond”  (hereinafter the DBT Report) 
prepared by the Association of the Biotechnology 
Led Enterprises (ABLE) for the Department of 
Biotechnology (DBT), Government of India.   The 
DBT Report projects a 20% growth rate year-on-
year in the biotechnology sector revenues which 
have reportedly increased from US $500 million 
in 2003 to US $4 billion in 2011.  The DBT Report 
states that the combined sectors of biotechnology 
and healthcare will be able to grow at 25% to 30% 
with a potential to generate revenues of US$ 100 
billion by 2025.  The Report goes on to predict that 
one of the bioeconomy opportunities predomi-
nantly lie in “integrating scientific evidence-based 
traditional knowledge into healthcare, agribio-
technology and green biotechnology, especially 
bioremediation and bioenergy.”  

In fact the Golden Triangle Partnership (GTP) 
Initiative set up in 2004 between the Department 
of Ayurveda, Yoga, Unani, Sidhha and Homeopa-
thy (AYUSH), the Council for Scientific and In-
dustrial Research (CSIR) and the Indian Council 
for Medical Research (ICMR) have developed a 
number of drugs based on TK for the treatment 
of various ailments including hypertension and 
osteoporosis.  

Drug Controller for traditional & tradition 
based medicines

Acknowledging the role of TK in medicines, the 

Government has acknowledged that the regula-
tory mechanism for traditional medicine prod-
ucts under the Drugs and Cosmetic Act 1940 (as 
amended in 1964) is inadequate.  In May 2012, 
the Government took a decision to establish a 
separate Drug Controller General for Ayurvedic, 
Unani and Siddha drugs. 

There is a huge potential for India to tap into the 
growing field of natural product based drug dis-
covery which at present has a total global market 
of US $60 billion of which India’s share is a mere 
US $1 billion. 

Biodiversity Laws

Recent trends show innovative ideas being drawn 
and developed from TK with or without the bio-
logical material.  The National Biodiversity Au-
thority set up under the Biological Diversity Act 
2002 has been active in the scrutiny of the applica-
tions filed for the access of traditional knowledge 
for research and the equitable benefit-sharing 
mechanism on commercialisation.  The Protec-
tion, Conservation and Effective Management 
Of Traditional Knowledge Relating To Biological 
Diversity Rules, 2009, were put up by the NBA in 
2011 for public comments.  There is little news on 
this draft rules at the moment.  It is of course man-
datory to apply to the NBA for a no objection cer-
tificate and submit the same to the Patent Office to 
obtain patent that disclosed inventions using for 
biological material of Indian origin. Failure to do 
so attracts a penalty of imprisonment of up to five 
years and/or fine ranging from approximately US 
$20,000.

T Patent law

However, the most active department is the Of-
fice of the Controller-General of Patents.  On No-
vember 8th 2012, the Patent Office released draft 
“Guidelines for Processing of Patent Applications 
relating to traditional knowledge and biological 
material” inviting public comments which closed 
on 28th November 2012.  The Draft Guidelines 
lay down the criteria for screening, allotment and 
examination of the patent application.  There are 
altogether 6 guiding principles laid down for ex-
amination, one for novelty and the remaining 5 
for inventive step.  Briefly these guiding principles 
are: 

On Novelty: 

If the subject-matter claimed relates to extracts/
alkaloids and/or isolation of active ingredients of 
plants, which are naturally/inherently present in 
plants, then the claims cannot be considered as 
novel when use of such plants is pre-known as 
part of teachings of Traditional Knowledge

On Inventive Step: 

1. Combination of plants with known-therapeutic 
effect with other plants with the same known-
therapeutic agents, previously known for the 
treatment of the same disease is considered to be 
an obvious combination.

On Novelty :

2. In case an ingredient is already known for the 
treatment of a disease, then it creates a presump-
tion of obviousness that a combination product 
comprising this known active ingredient would be 
effective for the treatment of same disease. 

3. Discovering the optimum or workable ranges 
of traditionally known ingredients by routine ex-
perimentation is not inventive. In case of inven-
tions relating to selection of optimum or workable 
range of ingredients, this is to be borne in mind 
that the selection of a particular range of known 

ingredients is not inventive since the selection of 
optimum or workable range is well within the ex-
pectation of a person skilled in the art.

4. In case multiple ingredients are known to have 
the same therapeutic activity as per traditional 
knowledge, taking out one single component out 
of them cannot be considered as inventive.

5. In case individual ingredients are already known 
for the treatment of a disease as a part of Tradi-
tional Knowledge, then it is obvious that a com-
bination product comprising these known ingre-
dients with further plants with the same known 
therapeutic effect would be more effective than 
each of the medicinal plants when applied sepa-
rately (additive effect).

These Draft Guidelines follow the rather unher-
alded listing of published patent applications clas-
sified under traditional knowledge (as well as food 
and pharmaceutical) from July 2012.  The list is 
available on the official website 
www.ipindiaservices.gov.in/tk/.  It is not clear 
what the impact of such listing would have on the 
examination procedures.
 
The Indian Patent Act expressly bars patenting 
of traditional knowledge and also provides it as a 
ground for opposition as well as revocation, there 
are instances where traditional knowledge based 
inventions with combination claims, have been 
granted patents.  For the patent attorney and the 
patent examiner the main areas of skirmish and 
in determination in such applications is in the ex-
amination of novelty and inventive step especially 
in a combination claim claiming a synergistic ac-
tion.  While the novelty of individual ingredient 
may be ascertained from the Traditional Knowl-
edge Digital Library (TKDL), an initiative of the 
Government of India as well as from references in 
the ancient texts of traditional medicines, there is 
a marked confusion when dealing with criteria of 
inventive step or non-obviousness.  
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Traditional Knowledge Digital Library

The TKDL is accessible to the USPTO, EPO, 
JPO, IP Australia, CIPO, GPO, UKPTO and CG-
PDTM (India).  Examination reports are avail-
able on the TKDL’s official website which can be 
accessed at www.tkdl.res.in/tkdl/LangDefault/
Common/ExaminerReport.asp

Interestingly, in the first of its kind case, the Gov-
ernment of India suo moto filed an application for 
the revocation of a patent granted in April 2007 
to patent application number 1076/CHE/2007 
titled “Synergistic Ayurvedic/functional food 
bioactive composition”.  The application was op-
posed in a pregrant opposition by TKDL but was 
nevertheless granted.  The patent was revoked in 
October 2012 on the grounds that the patent was 
against public interest.   

Conclusion

There is little doubt then that the driving force 
for next lot of innovations could well come from 
the hoary TK systems and practices.  India, with 
its potential to become a global hub for R&D 
and manufacturing in all aspects of biotechnol-
ogy has to bridge and overcome several gaps and 
challenges especially in the domain of effective, 
clear and transparent regulatory mechanism.. 

Sunita K Sreedharan, 
Advocate and Pat-
ent Agent is the CEO 
of SKS Law Associ-
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law Practice focused 
on the management of 
the intellectual assets 
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dits as well as handling prosecution, enforcement 
and transaction of intellectual property rights in-
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geographical indications, plant variety protection 
as well as biodiversity related matters.  

Sunita has spearheaded the establishment of a suc-
cessful law practice which in this short span of five 
years of its existence has a sizeable Indian and for-
eign client base in areas as wide as medical devices, 
telecommunications, information technology, phar-
maceuticals, life sciences etc.  SKS Law Associates 
has been recommended as one of the top firms for 
quality and service by the global ranking authority 
Asia Pacific Legal 500, Managing Intellectual Prop-
erty, and has won a number of awards including the 
‘International IP Law Firm of the Year  2012’ in 
India instituted by Corporate International Maga-
zines, London, and more recently, the Acquisition 
International 2012 Legal Awards for the “Indian 
Pharmaceutical Law Firm of the Year”.  

Sunita is a member of the Bar Council of India and 
is licensed to practice all the Courts in India.  She 
is also a registered patent agent and is licensed to 
practice before the Controller of Patents, Designs, 
Trademarks & Geographical Indications.  Besides, 
Sunita is a member of Licensing Executive Society 
(LES), and Association Internationale pour la Pro-
tection de la Propriété Intellectuelle (AIPPI).

Sunita K Sreedharan can be contacted by phone on 
+91 (0) 11 4050 7125 or alternatively via email at 
sunita@skslaw.org
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70 - Expert Guide: Intellectual Property Guide Expert Guide: Intellectual Property Guide - 71

INDIA: The Intellectual War Between Patients & Drug Makers
By Neha Chugh & Purva Chugh

he spread of fatal diseases like Cancer, 
tuberculosis, diabetes, H.I.V., Hepatitis 
etc. across the world, has given rise to 
an increased need of new and innovative 
drugs.  Pharmaceutical companies invest 

billions of dollars in research, and develop life sav-
ing drugs.  There is an everlasting conflict between 
the ideas of pharmaceutical companies recovering 
their investment and making profits from their 
patented inventions, and supplying the drug to the 
needy and poor at low prices.  Many countries in 
the past have attempted to find a balance between 
these conflicting ideas by issuing a Compulsory 
License. 

In 2012, the Indian patent system has decided two 
landmark cases that have changed the outlook of 
pharmaceutical companies towards India as one 
the largest consumer market for innovative drugs.

Natco Pharma Ltd. vs. Bayer Corporation

On March 9, 2012, the then Controller of Patents, 
Mr. P. H. Kurian, issued a Compulsory license in 
favour of an Indian generic drug manufacturer, 
Natco Pharma Ltd. (Natco) for patent no. 215758 
owned by Bayer Corporation, USA (Bayer) for 
‘Sorafenib’, a life extending drug for patients suf-
fering from Renal Cell Carcinoma-RCC (kidney 
cancer) and Hepatocellular Carcinoma-HCC (liv-
er cancer).

The controller examined three substantial issues 
while considering the CL Application under sec-
tion 84(1) (a, b and c) of India’s Patent Act 1970, 
i.e. whether; 

a. the reasonable requirements of the public with 
respect to the patented invention have not been 
satisfied. 

b. the patented invention is not available to the 
public at a reasonably affordable price. 

c. the patented invention is not worked in the ter-
ritory of India.

As Bayer failed to meet all three requirements 

under section 84(1) (a, b and c) the compul-
sory license was granted on the condition that 
Natco would sell the drug at the proposed price 
of Rs.8800/- (approximately USD 176) for one 
month’s therapy as compared to the price of about 
Rs.2,80,428/- (approximately USD 5,610), which 
was being charged by the Bayer and that Natco has 
to pay a royalty rate of 6% of the net sales of the 
drug to Bayer in return.

Sankalp Rehabilitation Trust vs. F.Hoffmann-La 
Roche Ag

On 2nd November 2012, the Indian Patent Appel-
late Board (IPAB) decided to revoke Roche’s pat-
ent for “Pegasys”, a medicine for treating Hepatitis 
C. Roche’s patent no. 198952 for Pegasys was the 
first ever product patent in India in 2006 under 
the new patent regime compliant with the TRIPS 
Agreement.  Six-month treatment of Pegasys costs 
approximately Rs. 436,000 (approximately USD 
8,720) and at a discounted price of approximately 
Rs. 314,000(approximately USD 6,280).  It is usu-
ally taken in combination with Ribavarin, which 
costs another Rs. 47,000 (approximately USD 
940).  These prices were very high and unafford-
able to a large section of the Indian population 
suffering from Hepatitis C.  If untreated this dis-
ease progresses to liver cirrhosis, liver failure and 
liver cancer.

Sankalp Rehabilitation Trust (an NGO) represent-
ed a community of drug users particularly at risk 
of Hepatitis C and opposed the patent through 
post-grant opposition U/S 25 (2) of India’s Pat-
ent Act 1970.  The appellate board ruled that the 
drug did not deserve a patent on the grounds that 

T it lacked inventiveness under section 3(d) of the 
Patent Act 1970.  The appellate board also stressed 
on the fact that public interest is a persistent pres-
ence in intellectual property law

This decision is taken in favour of patients who 
could not afford to buy the medicine and is like-
ly to encourage generic companies to introduce 
cheaper copies of the drug in the market.

The patient groups are seeing these cases as a vic-
tory for public health and affordable drugs. While 
the multi-national pharmaceutical companies feel 
that their intellectual property rights are not being 
justly protected in India. 

Both these cases reflect the point of view that a 
reasonably affordable price of a drug has to be 
construed predominantly with reference to the 
public.  In the after effects of these cases, many 
pharmaceutical companies, including Roche, Ci-
pla Ltd. have lowered their prices for drugs. 

Some suggestive steps for pharmaceutical compa-
nies to protect their IP

Pharmaceutical companies will now look towards 
tightening their IP policies to protect themselves 
from facing the same fate as Bayer and Roche.  
Some suggestive steps that can be construed from 
these cases, to create a win-win situation for the 
Indian public as well as the pharmaceutical com-
panies holding patents, are as follows:

• Companies should take steps to produce the pat-
ented drug in India to some extent, either by set-
ting up a manufacturing unit or by licensing to an 
Indian company, so the reasonable requirement of 
the public can be satisfied.

• Granting a voluntary license to an Indian com-
pany will allow the patentees to negotiate the terms 
and royalty of the license as per their wishes, con-
trary to having the government decide the terms 
in a compulsory license. 

• Patentees should keep in mind the difference be-
tween developing countries and developed coun-

tries and sell the drug at a reasonably affordable 
price to all.  This would require them to lower 
their profit margins.

• As it is difficult to compete with the low prices 
offered by Indian generic companies, patentees 
should adopt a differential pricing system to cater 
to different classes/sections of the Indian popula-
tion.  This can be done by tying up with insurance 
companies and/or hospitals and/or NGOs.  They 
should also make arrangements to provide free 
medication to those who are genuinely needy.

• Pharmaceutical companies with patented drugs 
along with the Indian generic companies should 
put in more efforts to come up with agreeable 
terms of a license.  
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in the field of patents, designs as well as trademarks.

Ms. Purva Chugh received 
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keen interest in social issues that concern the pres-
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Protecting IP in China
By Twiggy Liu

hen multi-national companies look 
to the East and come to invest in 
China and Hong Kong, their num-
ber-one question is to how their In-
tellectual Property Rights (‘IPRs’), 

including trademarks, copyright, patents, inno-
vations and trade secrets, can be protected.  IPRs 
have become ever more important and businesses 
now realise that their value can be astronomical. 
As a result there has been an increased attention to 
protection and enforcement of IPRs over the past 
decade. 

Founded on the basis of proprietor Twiggy Liu’s 
many years of experience in the Intellectual Prop-
erty area, Twiggy MH Liu Law Office specialise in 
all types of intellectual property and related work, 
ranging from non-contentious, contentious, com-
mercial, online disputes, valuation to taxation 
planning.  The Firm provides efficient and cost-
effective services for registration of patent, design, 
copyrights and trademark in Hong Kong, China 
and in different countries of the world.  Equipped 
with the latest technology, matters entrusted by 
their clients and associates are closely monitored. 

The firm prides itself on its particular skill and ex-
perience in handling brand building, IP portfolio 
protection and strategy planning. It assists clients 
to preserve their IPRs and use them both aggres-
sively and defensively to their best interests.  Twig-
gy Liu, principal of Twiggy MH Liu Law Office 
says: “Through our experience and contacts in the 
Greater China Region, we have developed both 
the expertise and skills necessary to successfully 
represent clients’ interests in a manner appropri-
ate to local practice and market considerations. 
We have established a network of efficient support 
to protect and strengthen clients’ IP rights.”

Twiggy MH Liu Law Office represents various 
multi-national corporations and quasi govern-
ment organisations in different industries ranging 
from lifestyle and luxurious products, textile, cos-
metics, skin care, jewellery, healthcare, food and 
beverages, automobiles, hotels, entertainment, 
sports, pharmaceutical, Chinese herbal medicines, 
IT and education.

Like all other members of the World Trade Organ-
isation (WTO), Hong Kong and China are obliged 
to and have revised their IP legislation to comply 
with the requirements of WTO, subject to local 
laws and rules.  

In Hong Kong, Intellectual Property legislation 
follows largely the UK model.  The Intellectual 
Property Department (IPD) is the main regulator 
which formulates laws and policies.  IPD main-
tains trademark, patent and design registration 
systems and promotes public awareness of intel-
lectual property rights.  However, limited enforce-
ment power is given by legislation.  Full authority 
is in the hands of the courts.  On the administra-
tive side, the Customs and Excise Department has 
statutory power to take criminal action against 
infringement of copyright under the Copyright 
Ordinance, customs seizures under the Customs 
and Excise Ordinance and the Trade Descriptions 
Ordinance.

China differs in many aspects such as no multi-
class trademark application is yet available.  As far 
as combating infringements and counterfeits are 
concerned, administrative and customs actions 
are the most popular and effective means.

As many corporations enter into China’s market 
through Hong Kong, they often require IPR pro-
tection in these two jurisdictions.  Ms Twiggy LIU 
has also set up a full-service IP consultancy com-
pany located in Shenzhen, China.  The company 
is a state approved trademark agency.  With this 
unique combination, full-fledged professional IP 
service can be offered.

W “Hong Kong is uniquely positioned at the doorway 
to China.  It acts as a bridge between the East and 
the West,” elaborates Twiggy.  “When our clients 
encounter IP related issues in China, they entrust 
us with their cases because of our understanding 
of eastern and western cultures.  Together with 
our company in Shenzhen, we provide seamless 
IP advice to clients operating in the Greater China 
region,” comments Twiggy.

Prior to founding her 
own law practice in 2006, 
Twiggy has been engaged 
in IP law practice for over 
20 years.  She set up and 
headed the trademark 
and IP practice of several 
Hong Kong law firms.  In 
every year since 2004, 
Twiggy has been identi-
fied as an Asialaw Lead-
ing Lawyer by Asia Law 
and Practice.  Her firm has also been recognised as 
a leading and outstanding IP firm by different inter-
national publications and organisations.

Twiggy Liu is a member of various professional or-
ganisations including International Trademark As-
sociation (INTA), International Association for the 
Protection of Industrial Property (AIPPI), Licens-
ing Executives Society (LES), UK Institute of Trade-
mark Attorneys (ITMA), Asian Patent Attorneys 
Association (APAA) and Hong Kong Institute of 
Trademark Practitioners (HKITMP). She also sits 
on various committees and sub-committees of these 
organisations.

Twiggy obtained her LLB from University of Lon-
don and PCLL from University of Hong Kong.  She 
was admitted as a solicitor in Hong Kong in 1984.  
She is also admitted in Australia, Singapore and the 
United Kingdom. 

You can contact Twiggy MH Liu Law Office by 
phone on +852 2155 0288 or alternatively via email 
at mail@tliu-lawoffice.com
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Philippines - Use Your Trademark
By Editha R. Hechanova

any trademark owners get frus-
trated upon being informed that in 
order to maintain their trademark 
applications or registrations in the 
Philippines, a declaration of actual 

use (DAU) has to be filed.  The Philippines had 
acceded to the Madrid Protocol on July 25, 2012, 
and the Intellectual Property Office of the Philip-
pines (IPOPHL) is currently reviewing its Trade-
mark Rules and drafting possible amendments to 
said Rules to facilitate registration.  However, the 
requirement of the filing of the DAU is in the basic 
law itself (Republic Act No. 8293 or the IP Code) 
and must therefore be complied with, and can 
only be amended by legislation of the Congress of 
the Philippines, which takes some time.  

Legal Basis for the DAU

The relevant laws for the DAU are the IP Code, 
the Trademark Regulations, IPO Order No. 21 s. 
2001, and BOT Memorandum Circular No. 3, se-
ries of 2009.  Under the IP Code, there are two 
DAU’s to be filed:  the 3rd year DAU, and the 5th 
year DAU.  Section 124.2 of the IP Code provides 
that “the applicant or registrant shall file a decla-
ration of actual use of the mark with evidence to 
that effect, as prescribed by the Regulations within 
three years from the filing date of the application.  
Otherwise, the application shall be refused or the 
mark shall be removed from the Register by the 
Director.”  For the 5th year DAU, Section 145 of 
the IP Code states that “a certificate of registration 
shall remain in force for 10 years:  Provided, that 
the registrant shall file a declaration of actual use 
and evidence to that effect, or shall show valid rea-
sons based on the existence of obstacles to such 
use, as prescribed by the Regulations, within one 
year from the fifth anniversary of the date of regis-
tration of the mark.  Otherwise, the mark shall be 
removed from the Register by the Office.”

IPO Order No. 21 series of 2001, allows for filing 
a request for a single six-months extension to file 
the 3rd year DAU.  Under BOT Memorandum 
Circular No. 3, the 3rd year DAU may be filed at 
any time before the granted extension expires.  The 
actual use of the mark may commence during this 

extension period.   A declaration of non-use, if ap-
plicable may be filed within three years from date 
of filing, but the Bureau of Trademarks (BOT) will 
not  accept a declaration of non-sue during the 
single six-months extension period.

For the 5th year DAU, this may be filed within one 
year from the fifth year anniversary of the regis-
tration date of the mark.  No further extension is 
allowed.  A declaration of non-use may be filed.

Declaration of Non-Use

Section 152 of the IP Code provides for the grounds 
when non-use of a mark is allowed, hence, the ba-
sis for the declaration of non-use, to wit:

(a) non-use of a mark may be excused if caused by 
circumstances arising independently of the will of 
a trademark owner.  Lack of funds shall not excuse 
non-use of a mark (152.1);

(b) use of the mark in a form different from that 
in which it is registered, but which does not alter 
the distinctive character of the mark, shall not be 
a ground for cancellation or removal of the mark, 
and shall not diminish the protection granted to 
the mark (152.2);

(c) use of the mark in connection with one or more 
of the goods or services belonging to the class cov-
ered by the registration shall prevent its cancella-
tion or removal in respect of all the other goods or 
services in said class (152.3);

(d) use of a mark by a company related to the ap-

M plicant or registrant, or where such use is con-
trolled by the registrant or applicant with respect 
to the nature and quality of the goods or services, 
provided that such use shall not deceive the pub-
lic, inures to the benefit of the applicant or regis-
trant, and shall not affect the validity of the mark 
or registration (152.4).

There are very few recorded cases as to the cir-
cumstances beyond the control of the trademark 
owner which would be acceptable basis for the fil-
ing of the declaration of non-use.  So far, decisions 
of the Director of Trademarks show that non-use 
based on pendency of product registration ap-
proval by the Food and Drug Administration for 
pharmaceuticals, cosmetics, medical devices, has 
been allowed by the BOT.  Sudden termination of 
a licensing or distributorship agreement where the 
licensor-trademark owner is forced to look for a 
new licensee/distributor has also been accepted.  It 
must be noted, however, that these grounds could 
give rise to the issuance of subsequent office ac-
tions asking for actual proof of use of the mark.

Actual Cases of Cancellation

 In the case of Mattel vs. Francisco et al., G. R. No. 
166886, July 30, 2008 involving the mark “BAR-
BIE”, filed by Respondent Jimmy Uy covering the 
goods confectionery products such as milk, choc-
olates, etc., the Supreme Court citing Rule 204 of 
the Trademark Regulations which provides that 
the DAU must be filed without any need of notice, 
and since Respondent had admitted in his Com-
ment and Memorandum that he has effectively 
abandoned or withdrawn any rights or interest 
in his trademark by his non-filing of the required 
DAU, there is no more actual controversy to be de-
cided.

In IPC No. 14-2004-00114, entitled C. Hager & 
Sons Hinge Manufacturing Co. vs. Philman Com-
mercial Inc., the IPOPHL issued its decision dated 
25 April 2006 rejecting the trademark application 
of the latter for the mark “HAGER & DEVICE” for 
failure to file the 3rd year DAU.

Other Issues Relating to DAU

Claim of priority date.  The three year period for 
the filing of the 3rd year DAU commences on the 
Philippine application date, and not on the date 
of the corresponding priority foreign application 
filing date.

Types of Evidence of Use.  The following shall be 
accepted as evidence of use:  (a)  actual labels of 
the mark,  or photographs thereof, (b)  download-
ed pages from website, and if the goods or services 
are only available online, the web address must be 
indicated, (c) brochures or advertising materials, 
provided the goods are placed on the market, or 
the services are available in the Philippines.  One 
copy of the evidence of use is sufficient.

Conclusion

The filing of the DAU is presently mandatory, to 
maintain the application or registration.  A Decla-
ration of Non-Use may be filed, provided the rea-
sons arise from circumstances beyond the control 
of the applicant or registrant.  

Failure to do so, would result in the application or 
registration being deemed withdrawn, and if the 
trademark owner wishes to continue protecting its 
mark in the Philippines, it has no alternative but 
file a new application.

There are very few recorded cases as 
to the circumstances beyond the 

control of the trademark owner which 
would be acceptable basis for the

 filing of the declaration 
of non-use.

“
“
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Atty. Editha R. Hecha-
nova is CEO/President 
of Hechanova & Co., 
Inc. a company handling 
trademark and patent 
prosecution, copyright 
and domain name reg-
istrations, searches, and 
other non-contentious 
intellectual property 
matters, and is also the 
managing partner of the 
Hechanova Bugay & Vilchez law offices which spe-
cialise in intellectual property, corporate, and im-
migration law.  

She graduated from the University of the East with 
a business degree, major in Accounting, magna 
cum laude.  

She is a Certified Public Accountant.  She obtained 
her law degree from the Ateneo de Manila Univer-
sity, and has a Certificate in Business Economics 
from the University of Asia and the Pacific.   

She passed the Patent Agent Qualifying Examina-
tion (PAQE), and is a certified patent agent.  Her 
experience covers both contentious and non-con-
tentious intellectual property matters, e.g., licens-
ing, due diligence, trademarks and patents prose-
cution, copyright, patent and trademark litigation. 

Atty. Hechanova is an accredited Court Annexed 
Mediator at the Court of Appeals, and an accred-
ited mediator and arbitrator at the Intellectual 
Property Office.  She has been cited as Leading 
Lawyer in the field of Intellectual Property Law in 
the Philippines by the AsiaLaw Magazine, an in-
ternational publication, from 2002 to 2012.

Atty. Editha R. Hechanova can be contacted by 
phone on +63 2 812 6561 or alternatively via email 
at editharh@hechanova.com
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Deep & Far - Taiwan IP Experts
eep & Far is one of the largest law firms 
in this country. The firm founded in 
1992 engages in the complete spec-
trum of IP practices so as to provide 
the most competent IP service avail-

able. The firm is presently focused on the practice 
in separate or in combination of all aspects of in-
tellectual property rights (IPRs) including patents, 
trademarks, copyrights, trade secrets, unfair com-
petition, and / or licensing, counselling, litigation 
and / or transaction thereof. The firm’s lawyers are 
experienced in seeking IPR protections for clients 
in more than 100 territories all over the world, 
with thousands of IPR cases respectively prosecut-
ed before official patent offices of major industri-
alised countries.

The firm has experts experienced in various tech-
nologies so that it can provide IP services in cur-
rent or to-be-emerged fields. The firm is striving 
to provide the most competent IP services no oth-
er firm could beat.  As such, Deep & Far earns its 
fame and respect from the IP sector, both locally 
and internationally.  

It is our philosophy to provide competent legal 
services that other firm cannot comparably pro-
vide.  The necessitated ensuing problem is how we 
can so provide?  Deep & Far so achieve by select-
ing, edifying and nurturing peoples who have the 
following personalities: learned in expertise, mor-
ally earnest and sincerely behaved in mind and 
strictly disciplined between give and take.  It is 
well-believed that such properties are key factors 
for peoples to properly and competently behave 
themselves.  By the perseverance that we only do 
what and only perform works which enable this 
firm to be deep and far, Deep and Far can then 
equate the reality with its name. 

Recently, Deep & Far has successfully acted for 
Lumens Digital Optics, Inc. against AverMedia 
Technology, Inc. for damages of NT$ 0.24 Billion, 
and sued the latter for damages of NT$ 0.23 bil-
lions.

C.F. Tsai can be contacted on +886 225 856688 etx 
200 or by email at cft@deepnfar.com.tw

D
13th Fl., 27 Sec. 3, Chung San N. Rd., Taipei 104, Taiwan, R.O.C.      
Tel: 886-2-25856688        Fax: 886-2-25989900/25978989               

Email: email@deepnfar.com.tw      www.deepnfar.com.tw 

We are just like an uncut jade or gem mine.  If you use us, you shall soon feel 
like discovering treasures and find your IP portfolio shining its light forever.

Deep In Mind, Knowledge and Efforts, Far Goal In.
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The Americas

USA
Fitzpatrick, Cella, Harper & Scinto
Steven E. Warner
+1 202 721 5433
Swarner@Fchs.Com

David D. Leege
+1 202 530 1010
dleege@fchs.com
www.Fchs.Com

USA
Jones Day
Andrew J. Sherman
+1 202 879 3686
ajsherman@jonesday.com
www.jonesday.com

USA
Kennedy Law
Stephen A. Kennedy
+1 214 716 4343
www.saklaw.net

USA
Rothwell, Figg, Ernst & Manbeck P.C.
Danny Huntington
+1 202 783 6040
dhuntington@rothwellfigg.com
www.rothwellfigg.com

USA
Dunlap Codding
D. Ward Hobson
whobson@dunlapcodding.com
Marc A. Brockhaus
mbrockhaus@dunlapcodding.com
www.dunlapcodding.com

Canada
Shapiro Cohen
Jonathan C. Cohen
+1 613 232 5300 
jcohen@shapirocohen.com
www.shapirocohen.com

Mexico
Dumont Bergman Bider & Co
Mrs. Laura Collada
+52 (55) 5322 6230
lcollada@dumont.com.mx
www.dumont.com.mx
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Expert Directory - Europe
UK
Burges Salmon
Chris Morris
+44 (0)117 902 2781
Chris.Morris@burges-salmon.com

Helen Scott-Lawler
+44 (0) 117 939 2240
helen.scott-lawler@burges-salmon.com

Emily Roberts
+44 (0) 117 902 2793
emily.roberts@burges-salmon.com
www.burges-salmon.com

UK
Beck Greener
Jacqueline Needle
+44 (0) 20 7693 5600
jneedle@beckgreener.com
www.beckgreener.com

UK
W P Thompson & Co
Alistair McKinnon
+44 (0) 20 7240 2220
ajm@wpt.co.uk
Julian Potter
+44 (0) 20 7240 2220
jmp@wpt.co.uk
www.wpt.co.uk/home

UK
D Young & Co
Anthony Albutt
+44 (0)20 7269 8550
aja@dyoung.co.uk
www.dyoung.com

France
Granrut Advocats
Richard Milchior
+33 1 53 43 1515
R.Milchior@Granrut.Com
www.granrut.com/-Accueil-.html 

Luxembourg
Bonn Steichen & Partners
Anne Morel
+352 260 251
amorel@bsp.lu

Michaël Kitai
+352 260 251
mkitai@bsp.lu
www.bsp.lu

Hungary
Danubia Patent & Law
Michael Lantos
+36 1 411 8716
lantos@danubia.hu

Ildiko Komor Hennel
+36 1 457 0550
ildiko.komor@sarandpartners.hu

Ms. Eszter Szakács
eszter.szakacs@sarandpartners.hu
www.danubia.hu

Russia
INTELS
Valery Guerman
+7 495 921 4080
agency@intels.ru
www.intels.ru

Turkey
Dericioglu & Yasar Law Office
Korcan Dericioglu
korcan.dericioglu@dericiogluyasar.av.tr

Ayca Pinar Eren Yasar
ayca.yasar@dericiogluyasar.av.tr
www.dericiogluyasar.av.tr
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Expert Directory - Asia
India
SKS Law Associates
Sunita K Sreedharan
+91 (0) 11 40507125
sunita@skslaw.org
www.skslaw.org

India
IPR International Services
Neha Chugh
Purva Chugh
+91 11 2576 1755
ipris@vsnl.net
http://iprindia.org/index.htm

Hong Kong
Twiggy MH Liu Law Office
Twiggy Liu
+852 2155 0288.
mail@tliu-lawoffice.com
www.tliu-lawoffice.com

Philippines
Hechanova Bugay & Vilchez Law Office
Editha R. Hechanova
+63 2 812 6561
editharh@hechanova.com
www.hechanova.com.ph

Taiwan
Deep & Far
C.F. Tsai
+886 225 856688 etx 200
cft@deepnfar.com.tw
www.deepnfar.com.tw



http://www.corporatelivewire.com/
http://www.corporatelivewire.com/de-luxe/
http://www.corporatelivewire.com/wired.html

