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Foreword

This Handbook has been prepared with the support of the EU Multilateral Trade Assistance Project (EU-
MUTRAP) funded by the European Union and it is the result of the contribution of one international
expert, Professor Laurent Manderieux and a number of local experts under the supervision of the
National Office of Intellectual Property — NOIP, of the Ministry of Science and Technology. The
Handbook targets all the Vietnamese stakeholders having a role in drafting legislative, executive and
administrative acts dealing with intellectual property rights (IPRs), officials involved in the
implementation and enforcement of IPRs in Viet Nam (Government officials, customs, judges) and trade
negotiators. However, this handbook can be a very useful reference book for undergraduate and

graduate courses on IPRs and international trade law at universities.

The Handbook analyzes of all the WTO cases dealing with IPRs. The cases are grouped according to each
relevant IPR (Patents, trademarks and geographical indications, copyrights and other Intellectual
property issues). The final chapter provides considerations on relevant issues in Viet Nam intellectual
property legal and policy context. The main objective of the book is to promote a clear understanding
of the main legal and economic implications of WTO IPRs cases, through the adoption of a plain
language and a didactic methodology. Each case includes the analysis of the background (i.e.
description of the reasons causing the dispute), the legal sources (the related provisions of WTO/TRIPs
agreement — reported in the text), the positions of complainant and respondent, the panel findings,
rules and recommendations and (eventually) the Appellate Body reasoning. Moreover, for each case
there is the description of further developments after the adoption of final decision of the
WTO/Dispute Settlement Body (e.g. the implementation of the WTO/DSB recommendations by the
parties, focusing, in particular, on their difficulties, later cases on similar or connected subjects, and

other relevant issues).

The reader will be then able to acquire all the relevant information about each case. The Handbook is
not limited to provide the mere description of the technical and legal aspects of the disputes. Indeed,
each case is part of a story, describing the legal and economic situation before and after the formal
procedure to settle the dispute of the WTO. This allows the reader to understand the context, the main
actors and the impact of the WTO/DSB procedure and decisions on the legal system of the parties to
the dispute as well as to the application of TRIPs in other WTO members.

The last chapter, focused on the Viet Nam IPRs regime, is a further value added of the book. It shows
the progress of the country towards the modernization of its intellectual property regime, and the
efforts of policymakers to set up a legal system in compliance with the international commitments but
taking into consideration also the specific needs of a developing country. The legislation of Viet Nam is
now almost fully in line with the most advanced IPRs regulatory systems; however, the last chapter
acknowledges that shortcomings in implementation and enforcement are the main concerns about IPRs
protection in Viet Nam. This is due to the lack of human resources and infrastructures necessary to set
up an effective enforcement system. The international experience shows that investing in the education
of human resources is the best way to promote the economic and social development. We hope that
this Handbook might contribute to this important aim.

Claudio Dordi
EU-MUTRAP Technical Assistance Team Leader



I. The World Trade Organization Dispute Settlement System
I.1. Functions and Purpose of the WTO Dispute Settlement System
I.1.a. The Purpose of WTO Dispute Settlement System

The World Trade Organization dispute settlement system has been established together with
the creation of the WTO itself and has been in operation since 1 January 1995. Prior to the
creation of the WTO, the GATT 1947 did not provide for a legal dispute settlement mechanism.
Under Article XXII of GATT 1947, consultations were provided for where one Contracting Party
officially had presented a complaint to another Contracting Party with regard to any matter
affecting the operation of GATT 1947. Under Article XXIIl of GATT 1947, where a Contracting
Party considered that a benefit under the GATT had been nullified or impaired, the Contracting
Parties collectively (in the GATT Council) might have made investigation, recommendations
and rulings on the matter. In the case of serious circumstances, they could have also
authorized a Contracting Party to suspend trade concessions made under the GATT in respect
another Contracting Party. The principles for the management of disputes applied under
Articles XXII and XXIII of the GATT 1947, and the rules and procedures as further elaborated
and modified therein, have been incorporated in the current WTO dispute settlement system.

The Understanding on Rules and Procedures Governing the Settlement of Disputes (“DSU”) set
forth rules and procedures to be followed in the case of disputes arising in the context of the
WTO. Rules and procedures of the DSU apply to disputes brought pursuant to the consultation
and dispute settlement provisions of the agreements listed in Appendix 1 to the DSU (the s.c.
“covered agreements”).1 Although the DSU itself is not included in the definition of “covered
agreements” under Article 1.1 of the DSU, in India - Patents (EC) it has been stressed that the
second sentence of Article 1.1 of the DSU makes it clear that rules and procedures of the DSU
are applicable to disputes in respect of Members’ rights and obligations under the DSU itself.?
However, other covered agreements may contain further provisions on dispute settlement. In
this case it is worth noting that the rules and procedures of the DSU apply subject to the
special and additional rules and procedures on dispute settlement that other covered
agreements may contain as identified in Appendix 2 to the DSU.®> Where there is no difference
between the DSU rules and procedures and the special and additional rules and procedures of
the covered agreements, both these two sets of rules apply together.” To the contrary, if and
to the extent that there is a difference between the rules and procedures of the DSU and the
special or additional rules and procedures of a covered agreement, the special or additional
rules and procedures will prevail.” This latter case subsists only where the provisions of the

! Article 1.1 of the DSU.

? Panel Report, India - Patent Protection for Pharmaceutical and Agricultural Chemical Products, (“India - Patents
(EC)”), WT/DS79/R, adopted on 22 September 1998, footnote 96.

® Article 1.2 of the DSU.

4Appellate Body Report, Guatemala - Anti-Dumping Investigation Regarding Portland Cement from Mexico,
(“Guatemala - Cement I”) WT/DS60/AB/R, adopted on 15 November 1998, para. 65.

’1d.



DSU and the special or additional rules and procedures of a covered agreement cannot be read
as complementing each other.®

The WTO dispute settlement system has been created taking into account the fundamental
need to ensure the security and predictability of the multilateral trading system.” To this end,
the legal interpretation embodied in adopted panel and Appellate Body reports is considered
an integral part of the acquis of the WTO dispute settlement system.? The dispute settlement
mechanism serves to preserve the rights and obligations of Members under the covered
agreements, and to clarify the existing provisions of those agreements in accordance with
customary rules of interpretation of public international law.’

The DSU further explains that the primary aim of the dispute settlement system is to secure a
positive solution to a dispute.’® Accordingly, the reach of a positive solution and effective
settlement of a dispute could legally bar Members from bringing certain challenges against the
measures dealt with in the solution.'* In order to achieve a positive solution to disputes,
Members are required to engage in the procedures under the DSU in good faith and in an
effort to resolve the dispute.12 For this reason, requests for consultations and the use of
dispute settlement procedures cannot be considered or qualified as contentious acts.*® On the
same line, for a Member to be found to have failed to act in good faith, two conditions have to
be met: the Member must have violated a substantive provision of the WTO Agreements, and
there must be something more than a mere violation.**

1.1.b. The Various Dispute Settlement Methods

Under the DSU, Members have a number of dispute settlement methods at disposal. In order
to strengthen the multilateral trading system, whenever a dispute arises, it has to be settled
through the multilateral rules under the DSU."* Under Article 23 of the DSU, Members have an
obligation not to take unilateral action in redressing perceived breaches of WTO obligations by
other WTO Members.*® They have an obligation to follow the general discipline set forth in the

®1d.

7 Article 3.2 of the DSU; Panel Report, United States - Section 301 - 310 of the Trade Act of 1974, (“US - Section 301
Trade Act”), WT/DS152/R, adopted on 27 January 2000, para. 7.75.

8Appellate Body Report, United States - Final Anti-Dumping Measures on Stainless Steel from Mexico, (“US -
Stainless Steel (Mexico)”), WT/DS344/AB/R, adopted on 20 May 2008, para. 160.

? Article 3.2 of the DSU.
1% Article 3.7 of the DSU.

" panel Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas, Second
Recourse to Article 21.5 of the DSU by Ecuador, (“EC - Bananas IlI”), WT/DS27/RW2/ECU, Appellate Body Report
adopted on 11 December 2008, para. 7.75.

' Article 3.10 of the DSU.
Bd. ; Panel Report, EC - Bananas lll, Second Recourse to Article 21.5 of the DSU by Ecuador, para. 7.125 - 7.126.

" Panel Report, Argentina - Definitive Anti-Dumping Duties on Poultry from Brazil, (“Argentina - Poultry Anti-
Dumping Duties”), WT/DS241/R, adopted on 19 May 2003, para. 7.36.

> Article 23 of the DSU.

16 Appellate Body Report, United States - Import Measures on Certain Products from the European Communities,
(“US - Certain EC Products”), WT/DS165/AB/R, adopted on 10 January 2001, paras. 58,111.



DSU to redress WTO inconsistencies.®’ Further, as already mentioned, the DSU expresses a
clear preference for solutions mutually acceptable to the parties, and consistent with the
covered agreements, reached through negotiations, rather than resulting from adjudication.18

It could happen however, and has actually happened in several cases, that Members do not
reach a mutually agreed solution through consultations and the settlement of the dispute is
reached through adjudication by panels and the Appellate Body (See below I.2.a. The WTO
Dispute Settlement Institutions). Rules and procedures for adjudication by panels and the
Appellate Body are established in Article 6 through 20 of the DSU. Although the Dispute
Settlement Body (“DSB”) administers the dispute settlement mechanism, its recommendations
and rulings cannot add to or diminish the rights and obligations provided in the covered
agreements.” In India - Patents (EC), India expressed concerns that the possibility to bring
successive complaints by different parties based on the same facts and legal claims would have
entailed serious risks for the multilateral trade order.?’ While in that case the Panel recognized
that these were serious systemic concerns, it considered that under the DSU, panels are
required to make their findings on the language of the DSU.? They cannot make a ruling ex
aequo et bono to address systemic concerns diverging from the explicit language of the
Understanding.”? In any case, a correct interpretation and application of a provision of a
covered agreement would unlikely add or diminish WTO Members’ rights and obligations.”?

Panels and the Appellate Body interpretation can be provided only in the context of
adjudication. If they wish so, Members are free to seek authoritative interpretation of
provisions of a covered agreement,24 but only the Ministerial Conference and the General
Council have competence to adopt authoritative interpretations of the provisions of the WTO
Agreement and the multilateral trade agreements.” It is worth stressing that engagement in
DSU procedures in order to resolve a dispute is made in good faith in an effort to resolve the
dispute.

Besides consultations and adjudication through panels and the Appellate Body, Members can
resort to good offices, conciliation and mediation.*® These proceedings are undertaken
voluntarily by the parties in dispute.?’ In addition, the WTO Director - General, acting in an ex
officio capacity, can offer good offices, conciliation or mediation with the view to assisting

7 Panel Report, US - Section 301 Trade Act, paras. 7.45 - 7.46
' Article 3.7 of the DSU.

' Articles 3.2 and 19.2 of the DSU.

2 pane Report, India - Patents (EC), para. 7.22.

21/bid., para. 7.23.

21d.

2 Appellate Body Report, Chile - Taxes on Alcoholic Beverages, (“Chile - Alcoholic Beverages”),

WT/DS87/AB/R,WT/DS110/AB/R, adopted on 12 January 2000, para. 79.

** Article 3.9 of the DSU.

% Article IX:2, Decision - Making, of the Agreement Establishing the World Trade Organization.
% Article 5 of the DSU.

7 1d.



Members to settle a dispute.”® Parties may begin and terminate good offices, mediation and
conciliation at any time and once terminated, a party may proceed with the request for
establishment of a panel.29 The positions taken by the parties during consultations are
confidential.*

The DSU provides as well the possibility for parties to resort to expeditious arbitration as an
alternative means of dispute settlement.*! In US - Section 110(5) Copyright Act, the arbitrators
stressed that expeditious arbitration under Article 25 of the DSU must be distinguished from
the arbitration provided for under Article 21.3 (c) and Article 22.6 of the DSU.*? In both these
latter cases, arbitrations are not an alternative dispute resolution method within the meaning
of Article 25.>* These arbitration proceedings concern specific issues that may arise in the
context of a dispute, such as the determination of the reasonable period of time for
implementation of the DSB rulings and recommendations (Article 21.3 (c) of the DSU) and the
appropriate level of suspension of trade concessions (Article 22.6 of the Dsu).** Conversely,
the procedure under Article 25 is an alternative to a panel procedure and covers the complete
process of dispute resolution under the DSU, rather than one aspect of it.> Moreover, there is
no need of a decision from the DSB for a matter to be referred to arbitration under Article 25
of the DSU.*®

1.2. Structure and Powers of the WTO Dispute Settlement System
1.2.a. The WTO Dispute Settlement Institutions

Except as otherwise provided in a covered agreement, in order to administer its rules and
procedures and the consultations and the dispute settlement provisions of the covered
agreements, the DSU has established the Dispute Settlement Body.*’ The DSB has the authority
to establish panels, adopt panel and Appellate Body reports, maintain surveillance of
implementation of rulings and recommendations, and authorize suspension of concessions and
other obligations under the covered agreements.38 To discharge the responsibility of the DSB
according to the DSU, the General Council convenes when appropriate.39 In particular, where
the DSB takes decisions, it does so if no Member present at the meeting of the DSB when the

%8 Article 5.6 of the DSU; see also Communication from the Director - General, Article 5 of the Dispute Settlement
Understanding, WT/DSB/25, 17 July 2001.

%% Article 5.3 of the DSU.
* Article 5.2 of the DSU.
*! Article 25 of the DSU:

*>Award of the Arbitrators, United States - Section 110 (5) of the US Copyright Act, Recourse to Arbitration under
DSU Article 25, (“US - - Section 110(5) Copyright Act”), WT/DS160/ARB25/1, circulated on 9 November 2001, para.
2.1.

#1d.

34lbid., para. 2.3.

*1d.

Sslbid., para. 2.1.

*” Article 2.1 of the DSU.

*1d.

* Article IV:3 of the Agreement Establishing the World Trade Organization.



decision is taken formally objects to the proposed decision (the s.c. “consensus”).*® When the
DSB has to decide on the establishment of a panel,41 on the adoption of a panel and the
Appellate Body report,42 and on the authorization of suspension of concession and other
obligations,® consensus is required for such a decision not to be taken (the s.c. “reverse” or
“negative consensus”). To the extent that they are at issue in a specific dispute, even the
provisions relating to the functioning of the DSB are properly the subject of interpretation by
panels and the Appellate Body, since the content of such provisions also affects the rights and
obligations of WTO Members.**

Panels are established in order to help the DSB discharge its responsibilities under the DSU and
the covered agreements.” They are composed of three panelists who are well - qualified
governmental and/or non - governmental individuals, have a trade law background, are
independent, and have a sufficiently diverse background and a wide spectrum of experience.*®
Panelists have to serve in their individual capacities and not as government representatives,
nor as representatives of any organization.47 Panels are assisted by the WTO Secretariat, which
provides secretarial and technical support, and assists them in particular when they deal with
the legal, historical and procedural aspects of the matters before them.*® With a view to
discharge its responsibilities under the DSU and the covered agreements, a panel has to make
an objective assessment of the matter before it, including of the facts of the case and the
applicability and conformity with the relevant covered agreements.49 To make an “objective
assessment”, a panel, among other things, must consider all the evidence presented to it,
assess its credibility, determine its weight, and ensure that its factual findings have a proper
basis in that evidence.”® A panel has a certain discretion to decide which evidence should be
used to make its findings and can accord to factual evidence a different meaning and weight
than the one accorded by the parties.”* Consequently, the Appellate Body does not interfere

“® Article 2.4 and Footnote 1 of the DSU.

* Article 6.1 of the DSU.

*? Articles 16.4 and 17.14 of the DSU.

* Article 22.6 of the DSU.

e Appellate Body Report, United States - Measures Affecting Trade in Large Civil Aircraft (Second Complaint), (“US
- Large Civil Aircraft (Z"d complaint)”), WT/DS353/AB/R, adopted on 23 March 2012, para. 502.

* Article 11 of the DSU.

*® Article 8.1, 8.2 and 8.5 of the DSU.

*’ Article 8.9 of the DSU.

*® Article 27.1 of the DSU:

* Article 11 of the DSU.

>0 Appellate Body Report, Brazil - Measures Affecting Imports of Retreated Tyres, (“Brazil - Retreated Tyres”),
WT/DS332/AB/R, adopted on 17 December 2007, para. 185; Appellate Body Report, European Communities -
Measures Concerning Meat and Meat Products (Hormones),(“EC - Hormones”), WT/DS26/AB/R, adopted on 13
February 1998, paras. 132 - 133; Appellate Body Report, European Communities - Measures Affecting Asbestos
and Products Containing Asbestos, (“EC - Asbestos”), WT/DS135/AB/R, adopted on 5 April 2001, para. 161;
Appellate Body Report, Korea - Taxes on Alcoholic Beverages, (“Korea - Alcoholic Beverages”), WT/DS75/AB/R,
WT/DS84/AB/R, adopted on 17 February 1999, paras. 161 - 162.

>t Appellate Body Report, Brazil - Retreated Tyres, para. 185; Appellate Body Report, EC - Hormones, para. 135;
Appellate Body Report, Australia - Measures Affecting the Importation of Salmon, (“Australia - Salmon”),
WT/18/AB/R, adopted on 6 November 1998, para. 267.

10



lightly with a panel’s exercise of its discretion,”* and a party who challenges a panel’s findings
under Article 11 of the DSU is required to demonstrate that the panel has exceeded the
bounds of its discretion as the trier of facts.> Further, a panel is not required to address all
legal claims presented in a dispute:>* a Panel has to make findings only on those claims that it
concludes to be necessary to resolve the particular matter in dispute.” In India - Patents (US),
the Appellate Body further confirmed that a panel has the discretion to determine the claims it
must address in order to resolve the dispute between the parties.56 This discretion is not
however unlimited. A panel has to address all the claims on which a finding is necessary having
in mind the need for the DSB to make recommendations and rulings precise enough so as to
allow the prompt compliance of the Member concerned.”” To the contrary, when a panel
makes findings on a provision that is not before it, it does not make an objective assessment
and thus acts ultra petita and inconsistently with Article 11 of the DSU.>®

In order the hear appeals from panel cases, the DSB has established a standing Appellate
Body.59 The Appellate Body is composed of seven persons of high caliber,® and recognized
authority and expertise in law, international trade or the subject matter of covered
agreements, each appointed for a four - year term and who may be reappointed once. The
Appellate Body has the power to draw its own working procedures in consultation with the
Chairman of the DSB and the Director - General.®* Accordingly, specific Working Procedures are
established for appellate review, regulating how members of the Appellate Body share their
work and responsibilities.62 The creation of the Appellate Body was made pursuant to the WTO
Members recognition of the importance of consistency and stability in the interpretation of
their rights and obligations under the covered agreements.®?

With a view to maintain the integrity, impartiality and confidentiality of proceedings conducted
under the DSB, thereby enhancing confidence in the dispute settlement mechanism, panelists,
arbitrators and Appellate Body members have to be independent and impartial, avoid direct or
indirect conflicts of interest and respect the confidentiality of proceedings of bodies pursuant

> Appellate Body Report, United States - Definitive Safequards Measures on Imports of Wheat Gluten from the
European Communities, (“US - Wheat Gluten”), WT/DS166/AB/R, adopted on 19 January 2001, para. 151.

>3 Appellate Body Report, Brazil - Retreated Tyres, para. 186.

> Appellate Body Report, United States - Measures Affecting Imports of Woven Wool Shirts and Blouses from
India, (“US - Wool Shirts and Blouses”), WT/DS33/AB/R, adopted on 23 May 1997, p. 18.

>Ibid., p. 18 - 19.

> Appellate Body Report, India - Patent Protection for Pharmaceutical and Agricultural Chemical Products, (“India
- Patents (US)”), WT/DS50/AB/R, adopted on 16 January 1998, para. 87.

> Appellate Body Report, Australia - Salmon, para. 223.

> Appellate Body report, Chile - Price Band System and Safeguard Measures Relating to Certain Agricultural
Products, (“Chile - Price Band System”), WT/DS207/AB/R, adopted on 23 October 2002, para. 173.

> Article 17.1 of the DSU.

60 Dispute Settlement Body, Decision Establishing the Appellate Body, 10 February 1995, WT/DSB/1, dated 19 June
1995, para. 4.

®! Article 17.9 of the DSU.
6 Appellate Body, Working Procedures for Appellate Review, (“Working Procedures”), WT/AB/WP/6.
6 Appellate Body Report, US - Stainless Steel (Mexico), para. 161.
11



to the dispute settlement mechanism.®* The staff of the WTO Secretariat as well as the staff of
the Appellate Body Secretariat and experts consulted by panels is also subject to the Rules of
Conduct.® In order to ensure observance of the Rules of Conduct, panelists, arbitrators and
Appellate Body members are expected to adhere strictly to the provisions of the DSU.®° Also,
they are required to disclose the existence or development of any interest, relationship or
matter that that person could reasonably be expected to know and that is likely to affect, or
give rise to justifiable doubts as to, that person’s independence or impartiality.67 They have to
take due care in the performance of their duties to fulfill these expectations, including through
avoidance of any direct or indirect conflicts of interest in respect of the subject matter of the
proceedings.?® All those subject to the rules of conducts have to respect certain self - disclosure
requirements,® and specific procedures are set forth in case of subsequent disclosure or
material violations by the persons covered by the rules of conduct.”® As for the conduct of legal
counsels representing WTO Members in a particular dispute, no rule has been elaborated until
now in the context of the WTO.”* It therefore seems that the conduct of legal counsels will be
evaluated on a case by case basis.

Other bodies and subjects are involved in the WTO dispute settlement mechanism in various
positions and capacities, such as the Permanent Group of Experts’’ or the Expert Review
Groups,” depending on the specific covered agreement in issue.

1.2.b. Jurisdictional Issues

Whenever a dispute arises under the covered agreements, Members are obliged to have
recourse to, and abide by, the rules and procedures of the DSU.”* This makes the jurisdiction
under the WTO dispute settlement mechanism compulsory and exclusive. Members have a
general obligation to redress a violation of obligation or nullification or impairment of benefits
under the covered agreements only by recourse to the rules and procedures of the DSU, to the
exclusion of any other system and, in particular, unilateral actions.”” These rules match the
“reverse consensus” rule for the establishment of a panel,76 which allows to establish almost

® 1. Preamble and Il. Governing Principles of the Rules of Conduct for the Understanding on Rules and Procedures
Governing the Settlement of Disputes, (“Rules of Conduct”) WT/DSB/RC/1, dated 11 December 1996.

®11. Observance of the Governing Principles, Rules of Conduct.
66
Id.
7 d.
% 1d.
%% V1. Self - Disclosure Requirements by Covered Persons, Rules of Conduct.
VNI, Procedures Concerning Subsequent Disclosure and Possible Material Violations, Rules of Conduct

! Panel Report, European Communities - Conditions for the Granting of Tariff Preferences to Developing Countries,
(“EC - Tariff Preferences"), WT/DS246/R, adopted on 20 April 2004, ad modified by the Appellate Body report,
para. 7.5.

7% Article 4.5 of the Agreement on Subsidies and Countervailing Measures.
7® Article 13.2 of the DSU and Appendix 4 to the DSU.
7 Article 23.1 of the DSU.
7> Appellate Body Report, US - Certain EC Products, para. 111; Panel Report, US - Section 301 Trade Act, para. 7.43.
’® Article 6.1 of the DSU.
12



automatically a panel, upon request of the complaining party and in the absence of a mutually
agreed solution. Specific provisions are set forth for the case where Members seek redress of a
violation of obligations or other nullification or impairment of benefits under a covered
agreement.”’

Access to the WTO dispute settlement process is not available to all the subjects of the
international community. Only WTO members have access to the WTO dispute settlement
process.78 Individuals and international organizations, whether governmental or non -
governmental, are excluded.” Further, only those Members which have a substantial interest
in a matter before a panel may become third parties in the proceedings before that panel.
Thus, only Members which are party to a dispute or third party in a dispute have a legal right to
make submissions to, and have a legal right to have those submissions considered by a panel.®
In addition, each covered agreement contains provisions specifically aimed at indicating when
a Member may have recourse to consultations and the WTO dispute settlement process. These
provisions normally make a reference and thus incorporate Articles XXIl and XXIlI of GATT
1994. Thus, in the WTO, a cause of action is generally recognized when a Member considers
that any benefit accruing to it directly or indirectly under the covered agreement is being
nullified or impaired or that the attainment of any objective of the covered agreement is being
impeded. This could be the result of a violation of an obligation prescribed by a covered
agreement (the s.c. “violation complaints”), or of the application by another Member of any
measure, whether or not it conflicts with the provisions of a covered agreement (the s.c. “non -
violation complaints”), or of the existence of any other situation (the s.c. “situation
complaints”). It is noteworthy that situation complaints are not allowed in disputes arising
under the GATS,® whereas non - violation complaints and situation complaints are currently
not allowed in disputes arising under the TRIPS Agreement.®

Before bringing a case, Members have to exercise their judgment as to whether an action

83
l.

under the DSU rules and procedures would be fruitful.®> As suggested in the DSU and in Article

XXIII:1 of the GATT 1994, Members are largely self - regulating in deciding whether any action

84
l.

would be fruitful.™ It follows that they have broad discretion in deciding whether to bring a

case against another Member under the DSU.® Concurrently, a panel is not required nor

7 Article 23.2 of the DSU.

78 Appellate Body Report, United States - Import Prohibition of Certain Shrimp and Shrimp Products, (“US -
Shrimp”), WT/DS58/AB/R, adopted on 6 November 1998, para. 101.

7 1d.
.
# Article XXIII:3 of the GATS.
® Article 64.2 of the TRIPS Agreement.
% Article 3.7 of the DSU.
84Appellate Body Report, EC - Bananas Ill, para. 135.
1d.
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authorized by the DSU to look behind a Member’s decision to bring a case and to question its
exercise ofjudgment.86

Disputes can be brought about WTO Members’ “measure[s]”.?’ Given that the WTO
Agreement is an international agreement, and only national governments and separate
customs territories are directly subject to obligations stemming from it, it logically follows that
the term “measure” refers only to policies or actions of governments, not those of private
parties.88 This does not exclude the possibility for private actions to be attributable to a
government because there is a governmental connection to the private action or the
government has endorsed it.2% In addition, governmental measures, even though not trade
restrictive, may enable private parties, directly or indirectly, to restrict trade.”

Since the DSU refers to “specific measures at issue”,’* as a general rule measures included in
the panel’s terms of reference must be in existence at the time of the establishment of the
panel.92 The status of the measure(s) which is at issue in the dispute (whether the measure is
still in force, terminated, amended or not yet in existence after the commencement of the
panel proceedings) has a limited bearing on the capacity of a panel or the Appellate Body to
make findings on it. That is because whether or not a measure is still in force is not dispositive
of whether that measure is currently affecting the operation of any covered agreement, an
issue which must be resolved on the facts of each case.” However, the revocation of a
challenged measure could be relevant to the recommendations that a panel or the Appellate
Body may make on it* and the implementation stage of the dispute settlement process.95 It is
also possible for a panel to examine a measure enacted after its establishment, if the
amendment does not change the essence of the identified measure.?®

8 Appellate Body Report, Mexico - Anti-Dumping Investigation of High Fructose Corn Syrup (HFCS) from the United
States - Recourse to Article 21.5 of the DSU by the United States, (“Mexico - Corn Syrup - Recourse to Article 21.5 of
the DSU by the United States”), WT/DS132/AB/RW, adopted on 21 November 2001, para. 74.

¥ Article 26.1 DSU, and Article XXIII:1 (b) of the GATT 1994.
% panel Report, Japan - Measures Affecting Consumer Photographic Film and Paper, (“Japan - Film”), WT/DS44/R,
adopted on 22 April 1998, para. 10.52.
89
Id.

% panel Report, Argentina - Measures Affecting the Export of Bovine Hides and the Import of Finished Leather,
(“Argentina - Hides and Leather”), WT/DS155/R, adopted on 16 February 2001, para. 11.19.

! Article 6.2 of the DSU.

% Appellate Body Report, European Communities - Selected Customs Matters, (“EC - Selected Customs Matters”),
WT/DS315/AB/R, adopted on 11 December 2006, para. 184; Appellate Body Report, European Communities -
Customs Classification of Frozen Boneless Chicken Cuts, (“EC - Chicken Cuts”), WT/DS269/AB/R, WT/DS286/AB/R,
adopted on 27 September 2005, para. 156.

 Appellate Body Report, United States - Subsidies on Upland Cotton, (“US - Upland Cotton”), WT/DS267/AB/R,
adopted on 21 March 2005, para. 262.

o Appellate Body Report, US - Upland Cotton, para. 272; Appellate Body Report, US - Certain EC Products, para.
81; Appellate Body Report, European Communities - Measures Affecting the Approval and Marketing of Biotech
Products, (“EC - Approval and Marketing of Biotech Products”), WT/DS291/AB/R, adopted on 21 November 2006,
para. 7.1650.

% panel Report, Indonesia - Certain Measures Affecting the Automobile Industry, (“Indonesia - Autos”),
WT/DS54/R, adopted on 23 July 1998, para. 14.9.
% Appellate Body Report, EC - Selected Customs Matters, para. 184; Appellate Body Report, Chile - Price Band,
para. 139.
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Eventually, it is important to understand whether Members may challenge measures as such,
that is independently from the application of the measure in specific instances, or only as
applied. WTO panels and the Appellate Body have followed previous GATT practice, according
to which a distinction should be made between mandatory and discretionary legislation when
dealing with a challenge to a measure as such. Only legislation that mandates a violation of
obligations under WTO Agreements can be found as such to be inconsistent with those
obligations.97 Legislation which gives discretion to the executive authorities of Members to act
inconsistently with the WTO Agreements cannot be challenged as such.”® Finally, as already
mentioned, Members have the possibility to seek authoritative interpretation of a provision of
a covered agreement.” However, panels and the Appellate Body cannot render authoritative
interpretations of provisions of the covered agreements. It is the Ministerial Conference and
the General Council which have the exclusive authority to adopt interpretations of the WTO

Agreement and the Multilateral Trade Agreements.100

1.2.c. Third Parties and Non - State Actors

The WTO is a member - driven organization: rights and obligations under the DSU belong to
WTO Members alone.’®® It has been already stressed that only Members may become party or
third party to a dispute and only parties and third parties have a legal right to make
submissions to, and have a legal right to have those submissions considered by, a panel.’®® By
implication, those subjects which do not have a governmental nature, such as Non -
Governmental Organizations (“NGOs”), labor unions or industry associations, do not have
direct access to the WTO dispute settlement system. They do not have the right to be heard or
to participate in the proceedings. This has generated much debate in the WTO on amicus
curiae briefs that is unsolicited submissions that panels and the Appellate Body receive during
disputes from entities which are not party or third party to the dispute. In particular, one has
to distinguish different cases. When a brief or other material is attached to the submissions of
the appellant or the appellee, no matter who is the author of this material, the brief or
103 Indeed, the
participant in an appeal determines for itself what to include in its submission, and it assumes
1% n the

material is at least prima facie an integral part of that participant’s submission.

responsibility for the content of its submission, including any annexes or attachments.

“Panel Report, United States - Sunset Review of Anti-Dumping Duties on Corrosion - Resistant Carbon Steel Flat
Products from Japan, (“US - Corrosion - Resistant Steel Sunset Review”), WT/DS244/AB/R, adopted on 9 January
2004 as modified by the Appellate Body, paras. 7.124 - 7.127; Appellate Body Report, United States - Anti-
Dumping Act of 1916, (“US - 1916 Act (EC)”), WT/DS136/AB/R, adopted on 26 September 2000, para. 60; GATT
Panel Report, United States - Measures Affecting the Importation, Internal Sale and Use of Tobacco, (“US -
Tobacco”), DS44/R, adopted by the Council on 4 October 1994, para. 118.

4.

% Article 3.9 of the DSU.

100 Appellate Body Report, US - Wool Shirts and Blouses, p. 20.

General Council, Minutes of the Meeting of 22 November 2000, WT/GC/M/60, dated 23 January 2001, para.

114.
102

101

Appellate Body Report, US - Shrimp, para. 101.

Ibid., para. 89.
104 |d

103

15



case of unsolicited amicus curiae briefs which are not attached to any submissions of a party or

105

third party to the dispute, one has to turn to the DSU, ™ which enables panels to seek

information and advice as they deem appropriate in a particular case.'%

account other provisions of the DSU,*”’

Further, taking into
one can conclude that panels have the discretionary
authority either to accept and consider or to reject information and advice submitted to it,
whether requested by them or not.**®

Neither the Working Procedures for Appellate Review (“Working Procedures”), nor the DSU,
specifically address the possibility for the Appellate Body to accept and consider submissions

from sources other than parties or third parties to the dispute.109

Nonetheless, under Article
17.9 of the DSU, the Appellate Body has the authority to adopt procedural rules which do not
conflict with any rule or procedure of the DSU and the covered agreements. It follows that the
Appellate Body has the authority to decide to accept and consider any information that it
believes is pertinent and useful in an appeal, as long as this is consistent with the DSU and the

covered agreements.'*°

1.3. WTO Dispute Settlement Procedural Rules
I.3.a. Rules of the WTO Dispute Settlement Process

The DSU sets forth specific rules for Members to have recourse to the WTO dispute settlement
mechanism. Beyond the steps or phases of the dispute settlement process (consultations,
panel proceedings, appellate review, arbitral proceedings, see Chapter 1.3.b The Stages of
WTO Dispute Settlement Process), the DSU stipulates a number of rules on the functioning of
the dispute settlement mechanism.

First, when faced with a dispute, panels and the Appellate Body have clearly to interpret the
provisions of the relevant covered agreement. The DSU explicitly stipulates that the provisions
of the covered agreements have to be interpreted in accordance with the customary rules of

interpretation of public international law.

The customary rules of treaty interpretation
referred to in the DSU are expressed in Articles 31 and 32 of the Vienna Convention on the Law
of Treaties (“vCLT”).*? With specific regard to Article 31 of the VCLT, this has to be read as one

holistic rule of interpretation, rather than a sequence of separate tests to be applied in a

1% Article 13 of the DSU.

Appellate Body Report, EC - Hormones, para. 147.
Articles 11 and 12 of the DSU.

108 Appellate Body Report, US - Shrimp, para. 108.
109

106

107

Appellate Body Report, United States - Imposition of Countervailing Duties on Certain Hot - Rolled Lead and
Bismuth Carbon Steel Products Originating in the United Kingdom, (“US - Lead and Bismuth I1I”), WT/DS138/AB/R,
adopted on 7 June 2000, para. 39.

110 |d
111 .
Article 3.2 of the DSU.
Appellate Body Report, United States - Standards for Reformulated and Conventional Gasoline, (“US -
Gasoline”), WT/DS2/AB/R, adopted on 20 May 1996, p. 17; Appellate Body Report, Japan - Taxes on Alcoholic

Beverages, (“Japan - Alcoholic Beverages I1”), WT/DS8/AB/R, WT/DS10/AB/R, WT/DS11/AB/R, adopted on 1
November 1996, p. 9.

112
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hierarchical order, based on the different elements referred therein (text, context, object and

purpose, good faith).*3

The DSU does not explicitly address however each and every single issue which could arise in a
dispute. For instance, the DSU does not set forth any specific rule on the burden of proof in the
WTO dispute settlement system. It is nevertheless important to identify the party which bears
the burden of proof in a dispute (onus probandi), that is which party has the duty to prove a
fact or facts relating to the issue in dispute. Consequently, it has been for panels and the
Appellate Body to clarify on this point. The burden of proof rests upon the party, complainant
or defendant, which asserts the affirmative of a particular claim or defense.'** The burden of
proof will shift to the other party if the one who asserts the claim or defense adduces sufficient

evidence to raise a presumption that what is claimed is true.'*

The other party will have in
turn to adduce sufficient evidence to rebut the presumption.** How much and what kind of
evidence is required to establish a presumption that what is claimed is true will depend on the
specific measure at issue, the specific provision at issue and the circumstances of the specific
case.'” Also, the DSU is silent on the issue of representation of the parties before panels and
the Appellate Body. The Appellate Body has pointed out that it could find no rule in the WTO
Agreement, the DSU, the Working Procedures, customary law or the prevailing practice of
international tribunals preventing a WTO Member from determining the composition of its
181t has therefore ruled that WTO Members are

free to decide the composition of the delegation representing it in oral hearings of the
119

delegation in Appellate Body proceedings.

Appellate Body.”"” The same solution has been provided for in the context of panel

proceedings, with specific regard to private lawyers.**

As a general rule, the WTO dispute settlement mechanism is characterized by confidentiality.
This is clearly indicated for panels and the Appellate Body proceedings.'** This is however
tempered by the provision of Article 18.2 of the DSU, according to which a party to a dispute
can disclose statements of its own positions to the public. Further, under the same provision,
upon request of a Member, a party to a dispute has to provide a non - confidential summary of
the information contained in its written submissions that could be disclosed to the public.
Further, panels and the Appellate Body can adopt additional special procedures for the

' panel Report, US - Section 301 Trade Act, para. 7.22.

Appellate Body Report, US - Wool Shirts and Blouses, p. 14; Appellate Body Report, European Communities -
Trade Description of Sardines, (“EC - Sardines”), WT/DS231/R, adopted on 23 October 2002, para. 270; Appellate
Body Report, India - Quantitative Restrictions on Imports of Agricultural, Textile and Industrial Products, (“India -
Quantitative Restrictions”), WT/DS90/AB/R, adopted on 22 September 1999, para. 135.

115 |d

116
Id.
117

114

Appellate Body Report, US - Wool Shirts and Blouses, p. 14.

18 Appellate Body Report, EC - Bananas I, para. 10.

119
Id.

120 panel Report, Indonesia - Autos, para. 14.1.
21 Articles 14, 17.10 and 18.2 of the DSU, and Paragraph 3 of Appendix 3 of the DSU.
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protection of confidential business information, depending on the circumstances of the case
and their own considerations.?

Where the parties to a dispute do not reach a mutually agreed solution, and the measure(s) at
issue is inconsistent with the provisions of any of the covered agreements, the DSU provides
for a specific range of remedies available to parties. Namely, the DSU specifies that the first
objective of the dispute settlement mechanism is to secure the withdrawal (or amendment) of

123

such measure.™ If immediate withdrawal is impracticable, compensation can be an alternative

| 124

remedy, while awaiting withdrawa Eventually, the suspension of concessions or other

obligations (s.c. “retaliation”) awaiting withdrawal can be authorized by the DSB as a last

resort.'®®

When Panels and the Appellate Body conclude that a measure is inconsistent with a
covered agreement, they can only recommend that the Member concerned generally “bring
the measure into conformity with that agreement”.**® In exceptional cases, panels can also
suggest ways in which such recommendations could be implemented, taking into account the
circumstances of the specific case.'?’ Prompt compliance with recommendations and rulings of

128
d.

the DSB is generally require Where it results however impracticable for the Member

concerned to immediately comply with the recommendations and rulings of the DSB, a

reasonable period of time for compliance is available under the DSU.**

The reasonable period
of time may be determined by the DSB, or mutually agreed on by the parties to the dispute or,

eventually, determined through binding arbitration at the request of either party.130

As already clarified, compensation and retaliation are only temporary measures which are
available only where the preferred solution of the full implementation of DSB
recommendations and rulings within a reasonable period of time is not practicable. The DSU
sets forth specific rules on the sequencing of steps and the principles and procedures to be
followed when a Member resorts to compensation and retaliation.”*! In particular, Members
are not free to determine what concessions and obligations to suspend. The complaining party
has to first seek to suspend concessions or other obligations with respect to the same sector in
which the panel or the Appellate Body has found a violation or other nullification and

2 This happened in several cases, see e.g. Panel Report, Canada - Measures Affecting the Export of Civilian

Aircraft, Annex 1 - Procedures Governing Business Confidential Information and Declaration of Non - Disclosure,
WT/DS71/R, adopted on 4 August 2000, as modified by the Appellate Body report; Panel Report, Canada -
Measures Relating to the Exports of Wheat and Treatment of Imported Grain, (“Canada - Wheat Exports and Grain
Imports”), WT/DS276/R, adopted on 27 September 2004, as modified by the Appellate Body report, paras. 6.8 -
6.9, referring to the adoption by the Panel of Additional Working Procedures for the Protection of Strictly
Confidential Information (“SCI”).

123 Article 3.7 and 22.1 of the DSU.
124
Id.
125 |d
126 .
Article 19.1 of the DSU.

Panel Report, Korea - Anti-Dumping Duties on Imports of Certain Paper from Indonesia, (“Korea - Certain
Paper”), WT/DS312/R, adopted on 28 November 2005, paras. 9.3.

128 Article 21.1 of the DSU.

Article 21.3 of the DSU.

Article 21.3 (a), (b) and (c) of the DSU.

In particular, Article 22.2 and 22.3 of the DSU.

127

129
130

131
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1321 the alternative, where the complaining party considers this first option

impairment.
impracticable or ineffective, the complaining party may seek to suspend concessions or other
obligations in other sectors under the same agreement.133 Eventually, if the complaining party
considers these two options impracticable or ineffective, the complaining party may seek to
suspend concessions or other obligations under another covered agreement.’** Where
Members adopt measures which consist in unauthorized suspension of concessions, they do so

inconsistently with the DSU.***

1.3.b. The stages of WTO Dispute Settlement Process

As clearly set forth in the DSU, the WTO dispute settlement process always commence with an

attempt of the complainant to hold consultations with the respondent, with the aim to reach a

136 If the consultations fail to

positive solution, mutually acceptable to the parties to a dispute.
settle the dispute, the complaining party may resort to adjudication, by requesting the
establishment of a panel.137 At the end of the panel proceedings, the panel submits its findings

to the DSB in the form of a written report.138

This report will have to be adopted at a DSB
meeting, unless the DSB decides by consensus not to adopt the report or a party to the dispute
decides to appeal.’** d,** at the

end of the appellate review proceedings, will issue a report where it may uphold, modify or
|.141

The Appellate Body will hear appeal from the panel cases an
reverse the legal findings and conclusions of the pane An Appellate Body report has to be
adopted by the DSB, without prejudice to the right of Members to express their views on it,
and it has to be unconditionally accepted by the parties to the dispute unless the DSB decides
by consensus not to adopt it.14? Accordingly, if a report is adopted and a Member has been
found to have breached any WTO Agreement, there should be prompt compliance with
recommendations and rulings of the DSB.'* A specific timeframe and procedures for

surveillance of implementation for recommendations and rulings are set forth in the DSU.***

The DSU set out a specific time - frame for consultations to take place. Unless differently
agreed by the complaining and the responding party, the responding party has to reply to the
request for consultations of the complaining party within 10 days after the date of its receipt
and has to enter in good faith into consultations with it within a period of no more than 30
days after the date of receipt of the request, with a view to reaching a mutually satisfactory

32 Article 22.3 (a) of the DSU.

Article 22.3 (b) of the DSU.

Article 22.3 (c) of the DSU.
Appellate Body Report, US - Certain EC Products, paras. 116 - 121.
Articles 1, 3.7 and 4 of the DSU.

Y7 Article 4.7 of the DSU.

8 Article 12.7 of the DSU.

Article 16.4 of the DSU.

Article 17.1 of the DSU.

Article 17.13 and 17.14 of the DSU.
Article 17.14 of the DSU.

Article 21.1. of the DSU.

Article 21 of the DSU.

133
134
135

136

139
140
141
142
143

144
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solution.**

If the Member to which the request of consultations is made does not respond or
enter into consultations within the above-mentioned periods, the party which requested
consultations may proceed directly to request the establishment of a panel.146 Similarly, if the
consultations fail to settle a dispute within 60 days after the date of receipt of the request for
consultations, the complaining party may request the establishment of a panel.**’ This request
may be made also during the 60 - day period if the consulting parties jointly consider that

148

consultations have failed to settle the dispute.”” Consultations are extremely important:

through them, parties exchange information, assess their respective cases and could reach a

149

mutually agreed solution.”™ Moreover, consultations are positive and afford benefits not only

to complaining and responding parties, but to third parties and to the dispute settlement

system as a whole.™®

To this end, the request for consultations, which has to be notified to the
DSB and the relevant councils and committees by the Member requesting consultations, has to
be submitted in writing and has to give the reasons for the request, including identification of

51\ India - Patents

the measures at issue and an indication of the legal basis for the complaint.
(US), the Appellate Body stressed that during consultations (as well as during panel
proceedings) parties have to clearly state their claims and to freely disclose facts, for the claims
that are made and the facts that are established during consultations do much to shape the
substance and the scope of the subsequent panel proceedings.'> Panels however can examine
only the request for consultations, with the exclusion of what actually happened during

consultations.>

The DSU only requires that consultations are in fact held, since what takes
place in consultations is confidential and no public record of them exists.™>* A mutually agreed
solutions to a matter formally raised under the consultation and dispute settlement provisions
of the covered agreement has to be notified to the DSB and the relevant councils and

. 1
committees. >3

If a mutually agreed solution is reached when the dispute is already before a
panel, the panel report has to be confined to a brief description of the case and to reporting

that a solution has been reached.®®

Where no mutually agreed solution is reached through consultations, the complaining party
may request the establishment of a panel. The request for the establishment of a panel has to
be in writing and indicate whether consultations were held, identify the specific measures at
issue, provide a brief summary of the legal basis of the complaint sufficient to present the

%> Article 4.3 of the DSU.

Article 4.3 of the DSU.
Article 4.7 of the DSU.
Article 4.7 of the DSU.

19 Appellate Body Report, Mexico - Corn Syrup, Recourse to Article 21.5 of the DSU by the United States, para. 54.
150
Id.

146
147

148

1 Article 4.4 of the DSU.

52 pppellate Body Report, India - Patents (US), para. 94.

153Appellate Body Report, US - Upland Cotton, para. 287.
154
Id.

33 Article 3.6 of the DSU.

138 Article 12.7 of the DSU.
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37 The DSU does not require identity between the request for establishment

problem clearly.
of a panel and the request for consultations, provided that the legal basis in the panel request
may reasonably be said to be shaped by, and an evolution of, the legal basis that formed the

8 On this line, and in parallel with the request for consultations, the

subject of consultations.
request for the establishment of a panel forms the basis for the terms of reference of the panel
pursuant to Article 7 of the DSU, and informs the defending party and the third parties of the
legal basis of the complaint.™® In particular, the measure at issue must be sufficiently identified

so as to allow the respondent to defend itself, in the respect of the rule of due process.**°

After the panel request is made, a panel is established at the latest at the DSB meeting
following that at which the request first appears as an item on the DSB’s agenda, unless at that
meeting the DSB decides by consensus not to establish a panel.’®* If multiple complaints are
made with regard to the same subject matter, a single panel may be established to examine
these complaints taking into account the rights of all Members concerned.*®® If more than one
panel is established in practice to examine the complaints related to the same matters, the
same persons shall serve as panelists on each of the separate panels and the timetable for the
panel process in such disputes shall be harmonized to the greatest extent possible.'®®
However, if one of the parties to the dispute so requests, the panel has to submit separate
reports on the dispute concerned.'®*

A panel’s terms of reference are established by the claims raised in the complainant’s request

I 165

for establishment of a pane Under the DSU, panels have certain standard terms of

reference,'®® unless the applicant requests the establishment of a panel with other, special

[ 167

terms of reference included in the request for establishment of a pane Panels will have the

standard terms of reference unless the parties to the dispute agree on special terms of

1 .
.18 In this sense, the panel’s

reference within 20 days from the establishment of the pane
terms of reference are governed by the panel request and they have to respect two distinct

requirements, namely the identification of the specific measure(s) at issue and the provision of

37 Article 6.2 of the DSU.

Appellate Body Report, Mexico - Definitive Anti-Dumping Measures on Beef and Rice, Complaint with Respect
to Rice, (“Mexico - Anti-Dumping Measures on Rice”), WT/DS295/AB/R, adopted on 20 December 2005, para. 136

-138.
159

158

Appellate Body Report, EC - Bananas I, para. 142.

160 Appellate Body Report, European Communities - Customs Classification of Certain Computer Equipment, (“EC -

Computer Equipment”), WT/DS62/AB/R,WT/DS67/AB/R, WT/DS68/ABR, adopted on 22 June 1998, para. 70; Panel
Report, Japan - Film, paras. 10.8 - 10.10.

1% Article 6.1 of the DSU.
Article 9.1 of the DSU.
Article 9.3 of the DSU.
Article 9.2 of the DSU.

Appellate Body Report, United States - Continued Existence and Application of Zeroing Methodology, (“US -
Continued Zeroing”), WT/DS350/AB/R, adopted on 19 February 2009, para. 161.

1% Article 7 of the DSU.
Article 6.2 of the DSU.
Article 7.1 of the DSU.

162
163
164

165

167
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189 These two elements form

a brief summary of the legal basis of the complaint or claim.
together the “matter referred to the DSB”, which is the basis for a panel’s terms of
reference.’’® The panel’s terms of reference are therefore important because they fulfill a due
process objective, giving parties and third parties sufficient information on the claims so as to

respond to the complainant’s case.'’*

Further, they establish the jurisdiction of the panel by
172 ps clarified by the Appellate Body in US -

Shrimp (Viet Nam), with regard to the need to identify the specific measure at issue in the
173

defining the precise claims at issue in the dispute.
panel request,””” although it is not possible to identify a measure without some indication of
its content, a measure has to be identified only with sufficient particularity so as to indicate its
nature and the gist of what is at issue.*”

During panel proceedings, panels have to follow the Working Procedures in Appendix 3 to the
DSU, unless they decide to do otherwise after consulting the parties to the dispute.'” In fact,
panels enjoy a certain margin of discretion to deal with specific situations that may arise in a
particular case and are not explicitly regulated.176 Nevertheless, panels’ discretion does not

extend to modifying the substantive provisions of the Dsu.'”’

After consideration of submissions, rebuttal submissions and oral arguments of the parties, the
panel shall issue a descriptive (factual and arguments) sections of its draft report to the parties

to the dispute. Within a period of time set by the panel, the parties have to submit their

178

comments in writing.””” After the expiration of this period, the panel will issue an interim

report and will set a period of time for the revision of aspects of the report or to hold

179

meetings, if parties so request.””” When the panel reaches its findings and conclusions on the

dispute before it, or if no comments are received during the specific period for comments on

the interim report, the panel submits a final written report to the DSB.*®°

The panel report
must set out at least the findings of fact, the applicability of relevant provisions and the basic
rationale behind any findings and recommendations that it makes.™®! In particular, panels have

to make explicit the basic rationale behind their findings and recommendations so as to assist

1% Appellate Body Report, United States - Countervailing Duties on Certain Corrosion - Resistant Carbon Steel Flat

Products from Germany, (“US - Carbon Steel”), WT/DS213/AB/R, adopted on 19 December 2002, paras. 124 - 125;

Appellate Body Report, US - Continued Zeroing, para. 160.

170 Appellate Body Report, US - Carbon Steel, paras. 124 - 125; Appellate Body Report, US - Continued Zeroing,

WT/DS350/AB/R, adopted on 19 February 2009, para. 160.
7 Appellate Body Report, Brazil - Desiccated Coconut, p. 22.
172

Id.
173 .

Article 6.2 of the DSU.

4 panel Report, United States - Anti-Dumping Measures on Certain Shrimp from Viet Nam, (“US - Shrimp (Viet
Nam)”), WT/DS404/R, adopted on 2 September 2011, para. 7.50.

73 Article 12 of the DSU.

17e Appellate Body Report, EC - Hormones, footnote 138.

77 nppellate Body Report, India - Patents (US), para. 92.

Article 15.1 of the DSU.
Article 15.2 of the DSU.
Article 12.7 and Article 15.2 of the DSU.
Article 12.7 of the DSU.
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the Member concerned to understand the nature of its obligation(s), and to make informed
decisions on with regard to the report.182 However, it is not possible (nor desirable) to
determine, in the abstract, the minimum standard of reasoning that constitutes basic rationale
for the findings and recommendations made by the panel.’®® A case - by - case examination is
necessary to determine whether a panel has articulated adequately the basic rationale for its

184

findings and recommendations.™" Panelists can also express dissenting opinions, but they are

obliged to do so anonymously.185

As a general rule, the time limit for the panel proceedings, from the date of the agreement
upon the composition and the terms of reference until the date of the issuance of the panel
report to the parties to the dispute, is six months.*®® Three months is the time limit in cases of
urgency.'®” However, panels can exceed this time frame, when they consider that they cannot
issue the report within this time limit, informing the DSB in writing of the reasons for the delay

together with an estimate of the period within which it will issue its report.188

189

This period
cannot exceed in any case nine months.

The appellate review proceeding starts with a party’s appeal. Only the parties to the dispute
may appeal the panel report.’®® Within 60 days after the date of circulation of a panel report,
the report will be adopted at a DSB meeting unless a party to the dispute formally notifies the
DSB of its decision to appeal or the DSB decides by consensus not to adopt the report.***
Where a party has notified its decision to appeal, the panel report will not be considered for
adoption by the DSB until after completion of the appeal.192 In any case, Members retain their

right to express their views on the panel report.193

Third parties in the panel proceedings may
make written submissions to, and be given an opportunity to be heard by, the Appellate

Body.™*

When a party notifies in writing to the DSB its decision to appeal, it has to simultaneously file
the notice of appeal with the Secretariat.”> A notice of appeal has to indicate certain
information, such as the title of the panel report under appeal, a brief statement of the nature
of the appeal identifying the alleged errors in the issues of law covered in the panel report and
legal interpretations developed by the panel, and a list of legal provisions of the covered

182 Appellate Body Report, Mexico - Corn Syrup (Article 21.5 US), para. 107.

183 Appellate Body Report, Korea - Alcoholic Beverages, para. 168.

184 Appellate Body Report, Mexico - Corn Syrup (Article 21.5 US), para. 108.
Article 14 of the DSU:

Article 12.8 of the DSU.
187 |d

185

186

'8 Article 12.9 of the DSU.
8914,
190 .

Article 17.4 of the DSU.
Article 16.4 of the DSU.

192
Id.
193
Id.

191

9% Article 10.2 of the DSU.

1% Rule 20 (1) of the Working Procedures.
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19 This latter

indication is without prejudice of the ability of the appellant to refer to other paragraphs of the
|.197

agreement that the panel is alleged to have erred in interpreting or applying.
panel report in the context of its appea The Appellate Body members in charge of a case
(the s.c. “division”) draws up an appropriate working schedule for the appeal, setting forth the
dates for the filings of documents and a timetable for the division’s work including, where
possible, the date for the oral hearing.'®

party to the dispute, a participant, a third party or a third participant.199 Multiple appeals are
d'ZOO

The time period could be modified upon request by a
allowe Further, at any time during the appellate proceeding, the appellant may withdraw
its appeal by notifying the Appellate Body, which in turn has to notify the DSB.?* Where a
mutually agreed solution to a dispute which is the subject of an appeal has been notified to the
DSB according to Article 3.6 of the DSU, it shall be notified to the Appellate Body.’® The
Working Procedures set out precise requirements and time limits for the appellant and the
appellee’s submissions.’® As a general rule, the relevant division of the Appellate Body has to
hold an oral hearing between 30 and 45 days after the date of the filing of a notice of

| 20 205

appea * Pursuant to the rule of collegiality,”” the members of the relevant division of the

Appellate Body exchange views and proceed to deliberations.

An appeal has to be limited to issues of law covered in the panel report and legal
interpretations developed by the panel.?%® Therefore, a panel’s findings of facts are not subject
to review by the Appellate Body. However, the consistency or inconsistency of a given fact or
set of facts with a given treaty provision is a legal characterization and thus a legal question,207
as it is the question of whether a panel has made an objective assessment of the facts before
it.?% In US - Section 211 Appropriations Act, the Appellate Body, recalling also its findings in
India - Patents (US), further clarified that the examination by a panel of a municipal law of a
WTO Member for the purpose of determining whether that Member has complied with its
obligations under the WTO Agreement is a legal characterization and is therefore subject to

209

Appellate Review.”” The Appellate Body has to address each of the issues of law covered in

the panel report and legal interpretations developed by the panel raised during the appellate

1% Rule 20 (2) of the Working Procedures for Appellate Review, WT/AB/WP/6,16 August 2010.
197
Id.

%8 Rule 26 of the Working Procedures.

Rule 16 (2) of the Working Procedures.

Rule 23 of the Working Procedures.

Rule 30 (1) of the Working Procedures.

Rule 30 (2) of the Working Procedures.

Rules 21 and 22 of the Working Procedures.

Rule 27 (1) of the Working Procedures.

Rule 4 of the Working Procedures.

Article 17.6 of the DSU.

Appellate Body Report, EC - Hormones, para. 132.

199
200
201
202
203
204
205
206
207

2% 14.; Appellate Body Report, Korea - Alcoholic Beverages, para. 162.

Appellate Body Report, United States - Section 211 Omnibus Appropriations Act of 1998, (“US - Section 211
Appropriations Act”), WT/DS176/AB/R, adopted on 1 February 2002, para. 105.
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210 At the end of the Appellate Body proceedings, the Appellate Body relevant

proceeding.
division issues a written report. Within 30 days following the circulation of the report to the
Members, the Appellate Body report has to be adopted by the DSB and unconditionally
accepted by the parties to the dispute unless the DSB decides by consensus not to adopt the
report. The Appellate Body may uphold, modify or reverse the legal findings and conclusions of

211 As a general rule, Appellate Body proceedings do not have to exceed 60 days

the panels.
from the date a party to the dispute formally notifies its decision to appeal to the date the
Appellate Body circulates its report.212 This is not a strict time limit since, when the Appellate
Body considers that it cannot provide its report within 60 days; it has to inform the DSB in
writing of the reasons for the delay together with an estimate of the period within which it will
213 24 still, it often

happens that the Appellate Body completes its proceedings exceeding the 90-day time limit.**

submit its report.”~” The proceedings should not exceed in any case 90 days.

At the DSB meeting held within 30 days after the date of adoption of the panel or the
Appellate Body report, the Member concerned has to inform the DSB of its intentions in
respect of implementation of the recommendations and rulings of the DSB.?*® The DSB keeps
under surveillance the implementation of adopted recommendations or rulings.”*’

If immediate compliance with the recommendations and rulings is impracticable, the Member
concerned has a reasonable period of time at disposal, which must be proposed by the

218

Member concerned and approved by the DSB.“™" In the absence of such approval, it must be

mutually agreed by the parties to the dispute within 45 days after the date of adoption of the

2199f it is not possible to reach a mutual agreement on this

recommendations and rulings.
period, it must be determined through binding arbitration within 90 days after the date of
adoption of the recommendations and rulings.??° Specific rules are set forth in the DSU for
these arbitral proceedings.??! In Canada - Pharmaceutical Patents (Article 21.3 (c) of the DSU),
it has been clarified that, under Article 21.3 (c), arbitrator’s mandate is only to determine the

reasonable period of time for implementation of the DSB recommendations and rulings, to the

219 Article 17.12 of the DSU.

Article 17.14 of the DSU.
Article 17.5 of the DSU.
Article 17.5 of the DSU.

214
Id.
215

211
212

213

See e.g. Appellate Body Report, EC - Asbestos, para. 8; Appellate Body Report, Thailand - Anti-Dumping Duties
on Angles, Shapes and Sections of Iron or Non - Alloy Steel and H - Beams from Poland, (“Thailand - H - Beams”),
WT/DS122/AB/R, adopted on 5 April 2001, para. 7; Appellate Body Report, US - Upland Cotton, para. 8.

?1® Article 21.3 of the DSU.
Article 21.6 of the DSU.
Article 21.3 (a) of the DSU.
Article 21.3 (b) of the DSU.
Article 21.3 (c) of the DSU.
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exclusion of any determination on the consistency of the proposed implementing measure
with those recommendations and rulings.222

It could happen that, although the Member concerned has taken measures to comply with the
DSB recommendations and rulings, there is disagreement on the existence or consistency of
these measures with a covered agreement. In such a case, recourse to the dispute settlement
.72 In this

way, the complaining Member does not have to initiate dispute settlement proceedings afresh

procedures is envisaged, including, wherever possible, resort to the original pane

when an original measure found to be inconsistent has not been brought into conformity with

the DSB recommendations and rulings.224

A panel constituted according to Article 21.5 will
examine the factual and legal background of a measure allegedly taken to comply with
recommendations and rulings. Only after such an analysis, an Article 21.5 panel will be able to
determine whether the measure has been taken to comply with rulings and recommendations

and will assess its consistency with the covered agreements.225

As already discussed, where DSB recommendations and rulings are not complied with, within a
reasonable period of time, compensation and retaliation are the available temporary

remedies.??®

Compensation is voluntary and, if granted, has to be consistent with the covered
agreements. Upon request of the complaining party and no later than the expiry of the
reasonable period of time, the respondent has to enter into negotiations, with a view to
developing mutually acceptable compensation.227 If within 20 days after the date of expiry of
the reasonable period of time, the parties have not reached an agreement on mutually
acceptable compensation, the complaining party may request authorization to the DSB to
retaliate.””® In such a case, within 30 days after the date of expiry of the reasonable period of
time, the DSB grants authorization to retaliate.””® However if the non - complying Member
objects to the level of suspension proposed, or claims that the principles and procedures for
suspension have not been followed, the matter may be referred to arbitration before the DSB

takes a decision.?°

According to Article 22.6, such arbitration is carried out under the auspices
of the original panel, if the same members are available, or by an arbitrator appointed by the
WTO Director-General.*!

procedures sets forth in Article 21.5, for the institution of compliance panels, and Article 22, on

In this respect, it must be noted that the relationship between the

22 Award of the Arbitrator, Canada - Patent Protection of Pharmaceutical Products, Arbitration under Article 21.3

(c) of the Understanding on Rules and Procedures Governing the Settlement of Disputes, (“Canada -
Pharmaceutical Patents (Article 21.3 (c) Arbitration”), WT/DS114/13, para. 41.

22 Article 21.5 of the DSU.

Appellate Body Report, United States - Final Countervailing Duty Determination with Respect to Certain
Softwood Lumber from Canada, Recourse by Canada to Article 21.5 of the DSU, (“US - Softwood Lumber IV (Article
21.5 - Canada)”), WT/DS257/AB/RW, adopted on 20 December 2005, para. 72.

2 Appellate Body Report, US - Softwood Lumber IV (Article 21.5 - Canada), para. 73.
Article 22 of the DSB.

Article 22.2 of the DSU.
228 |d

224

226

227

229 Article 22.6 of the DSU.
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compensation and suspension of concessions, has given rise to debates on the so-called
‘sequencing of the Dispute Settlement system’. The debate has focused on the connection and
right sequence of the procedures contained in these two Articles. Different solutions, specific
to each dispute, have been provided for this problem in a number of cases.

The arbitration must be completed within 60 days after the date of expiry of the reasonable

232 I 233

period of time.”™* The decision of the arbitrator is fina

1.4. Policy Issues relevant for Vietnam
l.4.a. The Importance of the WTO Dispute Settlement Process for the Country

The WTO dispute settlement process has proven to be an effective, efficient and reliable way
to resolve trade disputes under the WTO Agreements. These advantages have been available
for developed as well as for developing and least - developed countries. In several cases, these
country Members have successfully challenged measures of developed country Members,
obtaining compliance with WTO rules (this happened for instance with Costa Rica, Peru,

Thailand, Malaysia or Pakistan).”**

In this sense, the WTO dispute settlement process can
address developing and least - developed countries concerns and expectations. In particular,
the DSU sets forth special rules for developing and least - developed countries. Where a
developing country Member brings a complaint against a developed country, the complaining
party can invoke certain special provisions.”*> The problems and interests of developing

countries should be duly considered during consultations.”®

If no mutually agreed solution is
reached and the developing country Member so requests, the subsequently established panel
will have to include at least one panelist from one developing country Member.?’ Specific
provisions are set out as well for the case where a developing country Member is the
respondent in a dispute. The time limits for consultations might be extended in the case where
the measure at issue has been taken by a developing country Member.?* This Member shall

239 Further,

be accorded by a panel sufficient time to prepare and present its argumentations.
the panel dealing with a dispute where one of the parties is a developing country will have to
explicitly indicate in its report how it took into consideration the differential and more -

favorable treatment for developing country Members.?*® The WTO Secretariat might provide

232 |d
233 .
Article 22.7 of the DSU.

See e.g. Appellate Body Report, United States - Restrictions on Imports of Cotton and Man - Made Fibre
Underwear, WT/DS24/AB/R, adopted on 25 February 1997; Appellate Body Report, European Communities - trade
Description of Sardines, WT/DS231/AB/R, adopted on 23 October 2002; Appellate Body Report, United States -
Import Prohibition of Certain Shrimp and Shrimp Products, WT/DS58/AB/R, adopted on 6 November 1998.

> Article 3.12 of the DSU.
Article 4.10 of the DSU.
Article 8.10 of the DSU.
Article 12.10 of the DSU.
Article 12.10 of the DSU.
Article 12.11 of the DSU.
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241

additional assistance for developing country Members that so request.””” The above-

mentioned special treatment provisions for developing countries apply also to Viet Nam.

In addition, special procedures are set forth where least - developed country Members are
involved in a dispute. Under Article 24.1 of the DSU, when a least - developed country is
involved in a dispute, particular consideration has to be given to the special situation of this
Member and the other WTO Members have to exercise due restraint in raising matters under
DSU procedures. However, Vietnam cannot benefit from this provision, the Country being not
a least - developed country.

Viet Nam has been a Member of the WTO since 11 January 2007.%** Accession to the WTO has
come after a long process of economic reforms, which have greatly benefitted the country.
Acceding to the WTO, Viet Nam has clearly gained access also to the WTO dispute settlement
system under the DSU. To date, Viet Nam has been involved in only two cases. It acted in both
cases as a complainant, in order to defend its interest in the export of shrimps and shrimp
products. In US - Shrimp (Viet Nam), Viet Nam challenged several United States’ anti - dumping
measures on warm water shrimps from Viet Nam. The panel found that the United States had
acted inconsistently with the GATT 1994 and the Agreement on the Implementation of Article
VI of the General Agreement on Tariffs and Trade 1994 (“Anti - Dumping Agreement”) and that
it had to bring its measures into conformity with its obligations under the two Agreements.>*?

24 \iet Nam challenged certain United States’ anti - dumping

In a subsequent dispute,
measures concerning again frozen warm water shrimps from Viet Nam. No mutually agreed
solution was reached. Consequently, Viet Nam requested establishment of a panel. On 17
November 2014, the report of the panel was circulated to Members.?* The panel found that
the United States had acted inconsistently with the GATT 1994 and the Anti - Dumping
Agreement and that it had to bring its measures into conformity with its obligations under the
two Agreements.246 The panel declined however to exercise its discretion to suggest a specific
way to implement its recommendation under Article 19.1 of the DSU, as requested by Viet

247

Nam.”" On 6 January 2015, Viet Nam has notified the DSB of its appeal of certain conclusions

. 24
and recommendations of the panel.*®

! Article 27 of the DSU.

World Trade Organization, Viet Nam and the WTO, member Information, available at
http://www.wto.org/english/thewto e/countries e/vietnam e.htm.

*3 panel Report, US - Shrimp (Viet Nam), paras. 8.1 - 8.3.

United States - Anti-Dumping Measures on Certain Shrimp from Viet Nam, (“US - Shrimp Il (Viet Nam)”),
WT/DS429.

**> panel Report, US - Shrimp Il (Viet Nam), WT/DS429/R.
Panel Report, US - Shrimp Il (Viet Nam), WT/DS429/R, paras. 8.1 - 8.3.
Ibid., paras. 8.4 - 8.6.

US - Shrimp Il (Viet Nam) - Notification of an Appeal by Viet Nam Under Article 16.4 and Article 17 of the
Understanding of Rules and Procedures Governing the Settlement of Disputes (DSU), and Under Rule 20 (1) of the
Working Procedures for Appellate Review, WT/DS429/5, circulated on 9 January 2015.
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The involvement in only two trade disputes in seven years of membership put Viet Nam in line
with a trend common to other Asian countries.?*® The positive outcome of Viet Nam’s first
dispute, against a major player such as the United States, clearly shows the relevance of the
WTO system of disputes settlement for the country. Viet Nam can take significant advantage
from this system, in particular if compared with the alternative of bilateral trade disputes
outside the WTO.%° Prior to its accession to the WTO, Viet Nam had been involved in a dispute

against the United States over Viet Nam’s exports of catfish.?>

Following United States’
labeling measures and the application of anti - dumping duties on catfish from Viet Nam,
Vietnam had suffered significant losses in U.S. market share. In 2001, a bilateral trade

agreement between Viet Nam and the United States had entered into force.”*?

The Agreement
contained a provision on commercial disputes between private parties (Article 7 of Chapter 1),
and a provision on investment disputes (Article 4 of Chapter IV). No provision addressed
however the case of a trade dispute between Viet Nam and the United States. Scholars have
highlighted that, if Viet Nam were already a Member of the WTO at the time of its dispute with
the United States, it might have tested the United States anti - dumping duties consistency

253

with the Anti - Dumping Agreement.””” This example is particularly fitting, since Viet Nam has

entered into a certain number of bilateral and plurilateral free trade agreements.”*

Further, in
the WTO, Members seem to be more inclined to comply with rulings of panels and the
Appellate Body than in the case of bilateral dispute settlement mechanisms provided for in
certain trade agreements. There seems to be in fact a higher reputational cost at stake in the
WTO context, for the above-mentioned reasons.”>> Defendants worry about the normative
condemnation that goes along with a legal defeat, something much more effective than

256

threats of direct retaliation.””” The non-compliant label could damage defendants in their

prospects of gaining compliance when they, in turn, file a complaint.*’
1.4.b. The Importance of Drawing Conclusions from Existing Foreign Cases
It is not possible to overestimate the importance of existing WTO cases for all WTO Members.

Under Article 3.2 of the DSU, “the dispute settlement system of the WTO is a central element in
providing security and predictability to the multilateral trading system.” In this sense, the DSU

% G.C. Schaffer, R. Meléndez - Ortiz (Eds.), Dispute Settlement at the WTO - The Developing Country Experience,

(Cambridge University Press: 2011, UK), p. 9.

>0p, Drahos, The Bilateral Web of Trade Disputes Settlement, p. 17.

251 |d

252Agreement Between the United States of America and the Socialist Republic of Vietham on Trade Relations,
available at http://www.usvtc.org/trade/bta/text/.

>3 p. Drahos, The Bilateral Web of Trade Disputes Settlement, presented at the WTO Dispute Settlement and

Developing Countries: Use, Implications, Strategies, Reforms, University of Wisconsin, Madison, May 20 - 21, 2005,

p. 18.
254

For instance, it seems that, to date, Viet Nam has entered into 20 free trade agreements, see Asian Regional
Integration Center, Free Trade Agreements by Country/Economy, available at Ihttp://aric.adb.org/fta-country.

>>p, Drahos, op. Cit., p. 19.

M. L. Busch, E. Reinhardt, The WTO Dispute Settlement Mechanism and Developing Countries, p. 4,

http://faculty.georgetown.edu/mlb66/SIDA.pdf.
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is one of the most important instruments to protect the security and predictability of the

2°8 panels should follow previously adopted Appellate Body reports

259

multilateral trading system.
addressing the same issues.”” To do otherwise would undermine the development of a
coherent and predictable body of jurisprudence.’® By implication, in the absence of cogent
reasons, an adjudicatory body has to resolve the same legal question in the same way in a
subsequent case.?®

decisions have an unlimited bearing on future decisions. For instance, as clarified in US -

This is not however to imply that prior panels and Appellate Body’s

Shrimp (Viet Nam), even where prior panels and the Appellate Body’s findings have been based
on the same or similar set of facts of a current dispute, although relevant, they cannot go as far

as alleviating parties of their burden of proof.?®?

Even though tempered, the principles
stemming from Article 3.2 of the DSU, as further elaborated in the WTO case law, show how
relevant panels and the Appellate Body’s decisions are, even for those Members which are not
a party or third party to the dispute. Existing foreign cases can provide for guidance on how

current and future disputes will be adjudicated.

Further, through disputes, panels and the Appellate Body discharge the fundamental task of
clarifying the existing provisions of the covered agreements.?®® This is extremely relevant, in
particular where provisions are vague or have not been tested yet, and their precise meaning

264 the Panel

and scope could thus be partially obscure. In China - Intellectual Property Rights,
was faced with many novel issues with regard to the enforcement of the obligations under the
TRIPS Agreement. The panel’s decision attracted therefore much attention both from
practitioners and academia precisely for the opportunity to better understand what are the
obligations of WTO Members overall under the TRIPS Agreement. In Australia - Tobacco Plain
Packaging Cases,?®> several issues on the extension of trademark owners’ rights and trademark
regulation are at issue. Unexpectedly, there is great expectation on the rulings so as to further
understand what States can do and what they cannot do to regulate intellectual property for

public purposes under the TRIPS Agreement.

8 panel Report, US - Section 301 Trade Act, para. 7.75.

28 Appellate Body Report, US - Stainless Steel (Mexico), para. 161.

260
Id.

261 Ibid., para. 160.

Panel Report, US - Shrimp (Viet Nam), footnote 163.
Article 3.2 of the DSU.

Panel Report, China - Measures Affecting the Enforcement of Intellectual Property Rights, (“China - Intellectual

property Rights”), WT/DS362/AB/R, adopted on 20 March 2009.
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Australia - Certain Measures Concerning Trademarks, Geographical Indications and other Plain Packaging
Requirements Applicable to Tobacco Products and Packaging, (“Australia - Tobacco Plain Packaging (Indonesia)”),
WT/DS467; Australia - Certain Measures Concerning Trademarks, Geographical Indications and other Plain
Packaging Requirements Applicable to Tobacco Products and Packaging, WT/DS458;Australia - Certain Measures
Concerning Trademarks, Geographical Indications and other Plain Packaging Requirements Applicable to Tobacco
Products and Packaging, WT/DS441; Australia - Certain Measures Concerning Trademarks, Geographical
Indications and other Plain Packaging Requirements Applicable to Tobacco Products and Packaging, (“Australia -
Tobacco Plain Packaging (Honduras)”), WT/DS435; Australia - Certain Measures Concerning Trademarks and other
Plain Packaging Requirements Applicable to Tobacco Products and Packaging, (“Australia - Tobacco Plain
Packaging (Ukraine)”), WT/DS434
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Foreign cases also provide Members with the opportunity to “become familiar” with the WTO
dispute settlement system, without being directly involved in the dispute. Members can simply
pay attention to the cases litigated and the strategies adopted by parties and third parties, or
they can act as third party in a foreign case. Some studies have indeed focused on the positive
effect that acting as a third party has had in improving certain WTO Members participation in
the dispute settlement system.’®® This “close” participation to foreign disputes allows to be
inside the WTO dispute settlement process to better understand the process do’s and don’ts.

Last but not least, foreign cases can provide useful guidance on interpretative issues and thus
influence subsequent negotiation of bilateral, plurilateral or multilateral trade agreements.
Due consideration to the litigation strategies and interpretation proposed in disputes can in
fact shed light on the outcome and results of a certain drafting of a legal provision. As a result,
Members have the possibility to address problems getting at the bottom of the question, and
changing the wording of problematic provisions during (re)negotiations.

2% see for instance K. Thomas, China and the WTO Dispute Settlement System: From passive Observer to Active

Participant?, (2011), available at http://papers.ssrn.com/sol3/papers.cfm?abstract id=1866259.

31


http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1866259

Il. WTO Cases Concerning
Patents

32



India - Patent Protection for Pharmaceutical and Agricultural
Chemical Products

IP/D5/WT/DS50 - Panel Report WT/DS50/R
IP/D5/WT/DS50 - Appellate Body Report WT/DS50/AB/R

General Background of the case

On 2 July 1996 the United States requested India to hold consultations on certain issues
related to patents.

No mutually satisfactory solution was reached in the consultations and a panel was
subsequently established on 20 November 1996.

Under Indian patent law, product patents could not be granted to pharmaceutical and
agricultural chemical products. However, it was possible to file patent applications on these
products through unpublished administrative practices. No system was providing for exclusive
marketing rights on such products.

Under Article 27 of the TRIPS Agreement, Members have the obligation to make patents
available for any inventions, whether product or process, in any field of technology. This
obligation used to be however subject to the transitional provisions of Article 65 the
Agreement: that is, some Members could avail themselves of the possibility to delay the
application of certain obligations of the TRIPS Agreement, such as the one under consideration.
India, as a developing country, was entitled to a delay of up to ten years from the date of entry
into force of the Agreement to extend product patent protection to pharmaceutical and

. . 267
agricultural chemical products.®®

At the end of this ten years from the date of entry into force
of the Agreement (1 January 1995), that is on 1 January 2005, India had to make available

patent protection to these products.

Under Article 27 of the TRIPS Agreement however patents shall be available for any invention
provided that three elements are present: the invention must be new, involve an inventive

step and be capable of industrial application.268

Therefore, with the purpose to preserve the
priority and novelty of inventions during the transitional period, in order to grant patent
protection at the end of the transitional period, Members deciding to avail themselves of the
transitional period had the obligation under the Agreement to make available a system to
allow for the filing of patent applications for pharmaceutical and agricultural chemical products

269

(the so-called “mailbox system”),”” and a system to grant exclusive marketing rights for such

products.270

2%7 Article 65.4 of the TRIPS Agreement, Transitional Arrangements.

Article 27 of the TRIPS Agreement, Patentable Subject Matter.
Article 70.8 of the TRIPS Agreement, Protection of Existing Subject Matter.
Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter.
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Moreover, under Article 63 the TRIPS Agreement, Members have some obligations with regard
to the publication and notification of their laws, regulations, final judicial decisions and
administrative ruling of general applications and to supply information in response to requests
from other Members.

Legal Basis of the case: related provisions in the TRIPS and interpretation
Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations:

“1. Members shall give effect to the provisions of this Agreement. Members may, but shall not
be obliged to, implement in their law more extensive protection than is required by this
Agreement, provided that such protection does not contravene the provisions of this
Agreement. Members shall be free to determine the appropriate method of implementing the
provisions of this Agreement within their own legal system and practice.”

Under Article 1.1, it is up to Members to decide how to implement obligations under the TRIPS
Agreement within their legal systems. (Panel Report, para. 7.33; Appellate Body Report, para.
59)

Article 27.1 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any
inventions, whether products or processes, in all fields of technology, provided that they are
new, involve an inventive step and are capable of industrial application. Subject to paragraph 4
of Article 65, paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be
available and patent rights enjoyable without discrimination as to the place of invention, the
field of technology and whether products are imported or locally produced.”

Article 27 requires that patents be made available in all fields of technology, subject to certain
narrow exceptions, and to make patent protection available for, at least, those inventions that
are new, involve an inventive step and are capable of industrial application. (Panel Report,
paras. 7.27 - 7.28)

Pursuant to Article 65.1, 65.2 and 65.4, a developing country Member may delay providing
product patent protection in areas of technology not protectable in its territory on the general
date of application of the TRIPS Agreement for that Member until 1 January 2005. (Appellate
Body Report, para. 52)

Article 63 of the TRIPS Agreement, Transparency:

“1. Laws and regulations, and final judicial decisions and administrative rulings of general
application, made effective by a Member pertaining to the subject matter of this Agreement
(the availability, scope, acquisition, enforcement and prevention of the abuse of intellectual
property rights) shall be published, or where such publication is not practicable made publicly
available, in a national language, in such a manner as to enable governments and right holders
to become acquainted with them. Agreements concerning the subject matter of this Agreement
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which are in force between the government or a governmental agency of a Member and the
government or a governmental agency of another Member shall also be published.

2. Members shall notify the laws and regulations referred to in paragraph 1 to the Council for
TRIPS in order to assist that Council in its review of the operation of this Agreement. The Council
shall attempt to minimize the burden on Members in carrying out this obligation and may
decide to waive the obligation to notify such laws and regulations directly to the Council if
consultations with WIPO on the establishment of a common register containing these laws and
regulations are successful. The Council shall also consider in this connection any action required
regarding notifications pursuant to the obligations under this Agreement stemming from the
provisions of Article 6ter of the Paris Convention (1967).

3. Each Member shall be prepared to supply, in response to a written request from another
Member, information of the sort referred to in paragraph 1. A Member, having reason to
believe that a specific judicial decision or administrative ruling or bilateral agreement in the
area of intellectual property rights affects its rights under this Agreement, may also request in
writing to be given access to or be informed in sufficient detail of such specific judicial decisions
or administrative rulings or bilateral agreements.

4. Nothing in paragraphs 1, 2 and 3 shall require Members to disclose confidential information
which would impede law enforcement or otherwise be contrary to the public interest or would
prejudice the legitimate commercial interests of particular enterprises, public or private.”

Article 64 of the TRIPS Agreement, Dispute Settlement:

“1. The provisions of Articles XXII and XXIll of GATT 1994 as elaborated and applied by the
Dispute Settlement Understanding shall apply to consultations and the settlement of disputes
under this Agreement except as otherwise specifically provided herein.

2. Subparagraphs 1(b) and 1(c) of Article XXIll of GATT 1994 shall not apply to the settlement of
disputes under this Agreement for a period of five years from the date of entry into force of the
WTO Agreement.

3. During the time period referred to in paragraph 2, the Council for TRIPS shall examine the
scope and modalities for complaints of the type provided for under subparagraphs 1(b) and 1(c)
of Article XXlll of GATT 1994 made pursuant to this Agreement, and submit its
recommendations to the Ministerial Conference for approval. Any decision of the Ministerial
Conference to approve such recommendations or to extend the period in paragraph 2 shall be
made only by consensus, and approved recommendations shall be effective for all Members
without further formal acceptance process.”

Pursuant to Article 64.3, it is a matter for the Council for Trade - related Aspects of Intellectual
property Rights to decide whether or not non - violation complaints should be available for
disputes under the TRIPS Agreement. (Appellate Body Report, para. 42)

Article 70.8 (a) of the TRIPS Agreement, Protection of Existing Subject Matter:
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“8. Where a Member does not make available as of the date of entry into force of the WTO
Agreement patent protection for pharmaceutical and agricultural chemical products
commensurate with its obligations under Article 27, that Member shall:

(a) notwithstanding the provisions of Part VI, provide as from the date of entry into force of the
WTO Agreement a means by which applications for patents for such inventions can be filed;”

The purpose of Article 70.8 is to ensure that each patent applicant obtains a date of filing on
the basis of which a patent can be granted later, as from the date on which Article 27 applies.
(Panel Report, para. 7.27)Article 70.8 relates exclusively to the situation where a Member does
not provide, as of 1 January 1995, patent protection for pharmaceutical and agricultural
chemical products. The transitional periods which allow a member to delay the application of
some of the obligations of the TRIPS Agreement, do not apply to Article 70.8. (Appellate Body
Report, para. 52 - 53)

Under Article 70.8, a means of filing patent applications on pharmaceutical and agricultural
chemical products has to prevent the loss of novelty of an invention, and therefore to provide
for a sound legal basis for the record of filing and priority dates. It does not serve however to
eliminate any reasonable doubts on the patentability of pharmaceutical and agricultural
chemical products, because, at the filing or priority date, these products were not patentable.
(Appellate Body Report, paras. 56 - 58)

Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter:

“9. Where a product is the subject of a patent application in a Member in accordance with
paragraph 8(a), exclusive marketing rights shall be granted, notwithstanding the provisions of
Part VI, for a period of five years after obtaining marketing approval in that Member or until a
product patent is granted or rejected in that Member, whichever period is shorter, provided
that, subsequent to the entry into force of the WTO Agreement, a patent application has been
filed and a patent granted for that product in another Member and marketing approval
obtained in such other Member.”

The effective date of application of the provision in Article 70.9 is the date of entry into force
of the WTO Agreement that is 1 January 1995, since members cannot avail themselves of the
transitional periods of Article 65 for the application of this provision. (Panel Report, para. 7.54 -
7.57)

Article 6.2 of the Dispute Settlement Understanding, Establishment of a Panel:

“1. If the complaining party so requests, a panel shall be established at the latest at the DSB
meeting following that at which the request first appears as an item on the DSB's agenda,
unless at that meeting the DSB decides by consensus not to establish a panel (5).

2. The request for the establishment of a panel shall be made in writing. It shall indicate
whether consultations were held, identify the specific measures at issue and provide a brief
summary of the legal basis of the complaint sufficient to present the problem clearly. In case
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the applicant requests the establishment of a panel with other than standard terms of
reference, the written request shall include the proposed text of special terms of reference.”

Article 7.1 of the Dispute Settlement Understanding, Terms of Reference of Panels:

“1. Panels shall have the following terms of reference unless the parties to the dispute agree
otherwise within 20 days from the establishment of the panel:

“To examine, in the light of the relevant provisions in (name of the covered agreement(s) cited
by the parties to the dispute), the matter referred to the DSB by (name of party) in document ..
and to make such findings as will assist the DSB in making the recommendations or in giving
the rulings provided for in that/those agreement(s).”

2. Panels shall address the relevant provisions in any covered agreement or agreements cited
by the parties to the dispute.

3. In establishing a panel, the DSB may authorize its Chairman to draw up the terms of
reference of the panel in consultation with the parties to the dispute, subject to the provisions
of paragraph 1. The terms of reference thus drawn up shall be circulated to all Members. If
other than standard terms of reference are agreed upon, any Member may raise any point
relating thereto in the DSB.”

Article 12.1 of the Dispute Settlement Understanding, Panel Procedures:

“1. Panels shall follow the Working Procedures in Appendix 3 unless the panel decides
otherwise after consulting the parties to the dispute.”

Article 12.1 only stipulates the possibility for the panel to consult the parties to the dispute and
to establish their own working procedures, different from those in Appendix 3 of the DSU. It
does not give however a panel the authority either to disregard or to modify other explicit
provisions of the Dispute Settlement Understanding. (Appellate Body Report, para. 92)

Article 19 of the Dispute Settlement Understanding, Panel and Appellate Body
Recommendations:

“1. Where a panel or the Appellate Body concludes that a measure is inconsistent with a
covered agreement, it shall recommend that the Member concerned bring the measure into
conformity with that agreement. In addition to its recommendations, the panel or Appellate
Body may suggest ways in which the Member concerned could implement the
recommendations.

2. In accordance with paragraph 2 of Article 3, in their findings and recommendations, the
panel and Appellate Body cannot add to or diminish the rights and obligations provided in the
covered agreements.”

Under Article 19 of the Dispute Settlement Understanding, the Panel has a discretionary
authority to suggest ways in which a Member could implement its recommendations. (Panel
Report, para. 7.16)
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Article XXIIl:1 of the General Agreement on Tariffs and Trade 1994, Nullification or
Impairment:

“1. If any contracting party should consider that any benefit accruing to it directly or indirectly
under this Agreement is being nullified or impaired or that the attainment of any objective of
the Agreement is being impeded as the result of

(a) the failure of another contracting party to carry out its obligations under this Agreement, or

(b) the application by another contracting party of any measure, whether or not it conflicts with
the provisions of this Agreement, or

(c) the existence of any other situation,

the contracting party may, with a view to the satisfactory adjustment of the matter, make
written representations or proposals to the other contracting party or parties which it considers
to be concerned. Any contracting party thus approached shall give sympathetic consideration
to the representations or proposals made to it.”

Under Article XXIlI:1 (a) Members may bring violation complaints, that is complaints of alleged
failure by a member to carry out its obligations; under Article XXIIl:1 (b) Members may bring
non - violation complaints, that is a complaint that the application of a measure upset the
negotiated balance of concessions between Members, regardless to the consistency of this
measure with the covered agreements. (Appellate Body Report, paras. 36 - 41)

The Complainant position: the United States
The United States claimed that India had violated its obligations under the TRIPS Agreement.

a) Under the Indian patent law, no system for the filing of patent applications on
pharmaceutical and agricultural chemical products (a so-called “mailbox system”) was in place.

i) India had violated its obligation under Article 70.8 of the TRIPS Agreement to put into place a
valid system which could allow for the filing of patent applications on pharmaceutical and
agricultural chemical products. India was obligated to do so since, availing itself of the
transitional periods of Article 65 of the TRIPS Agreement, it was not making available patent
protection for these products as of the date of entry into force of the TRIPS Agreement.

ii) India itself had recognized that a change to its law was necessary to put in place a system to
file patent applications on pharmaceutical and agricultural chemical products. This change had
to deal specifically with the handling of applications for these products. In fact, Indian patent
law did not allow patent protection for these products and applications were forwarded to
examiners for a review of patentability, without any distinction as to the invention protected.
As a result, since no alternative procedure was provided for the filing of patent applications on
pharmaceutical and agricultural products, these applications would have been rejected by
examiners.

38



iii) The fact that India had never notified the existence of such a system to the Council for TRIPS
supported the United States’ claim.

iv) India had violated its obligation to put in place a mechanism to allow patent applications on
pharmaceutical and agricultural chemical products, since the Indian system did not protect the
legal expectations of applicants and therefore did not fulfill the underlying purpose of Article
70.8 of the TRIPS Agreement. The purpose of a system to file patent applications on
pharmaceutical and agricultural chemical products was to allow patent applications filed in the
transitional period not to lose the novelty of the invention: patent applicants would have been
able to obtain patent protection for pharmaceutical and agricultural chemical products under
Article 27 of the TRIPS Agreement (which requires that an invention be new, involve an
inventive step and is capable of industrial application, for it to be patentable)at the end of the
transitional period in a Member taking advantage of it. The rationale behind such a system was
therefore to protect expectations of the contracting parties as to the competitive relationship
between their products and those of other contracting parties.

v) The number of applications filed in India for pharmaceutical and agricultural chemical
products was irrelevant. India had violated its obligations under the TRIPS Agreement and this
had showed a prima facie nullification or impairment of benefits under the TRIPS

271

Agreement.”’” It was not necessary to prove an actual damage for the Panel to find that India

had violated its obligation under the TRIPS Agreement.

vi) Many potential patent applicants had not filed any application since no valid mechanism for
patent applications on pharmaceutical and agricultural chemical products was in place in India.
Therefore, additional measures had to be taken by India to assign applicants an effective filing
date that reflected the filing date they would have received had a valid application system
been in place. This did not intend to seek a specific remedy on the matter, but to ensure that
applications filed in the transitional period did not lose their novelty.

b) If the Panel were to find that India had a valid system for the filing of patent applications on
pharmaceutical and agricultural chemical products as required under Article 70.8 of the TRIPS
Agreement, then in the alternative, India had failed to comply with its transparency obligations
under Article 63 of the TRIPS Agreement.

i) Under the TRIPS Agreement, Members have a transparency obligation that is an obligation to
publish and notify laws, regulations, final judicial decisions and administrative ruling of general
application on subject matters covered by the TRIPS Agreement and to supply related
information, except when this would entail the disclosure of particular confidential
information.*’?

ii) The claim of India’s violation of the transparency obligation was inexorably linked to the
central claim of India’s violation of its obligation to put in place a “mailbox system” under
Article 70.8 of the Agreement. This latter claim had been clearly referred to by the United

Y Under Article 3.8 of the Dispute settlement System, General Provisions.

272 Article 63 of the TRIPS Agreement, Transparency.
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States both in its request to consult with India and in its request for establishment of a panel.
The claim on transparency had not been explicitly referred to only because India had
maintained for two years that no valid mechanism of filing of patent applications on the above-
mentioned products was in place. In this sense, India gave misleading information during

consultations, an extremely serious matter according to previous panels.?”?

iii) India had violated its obligations under Article 63 of the TRIPS Agreement to publish or
make publicly available the specific terms and provisions of its mechanism for the filing of
patent applications on pharmaceutical and agricultural chemical products in such a manner as
to enable governments and right holders to become acquainted with them. Not only India did
not make the system known to the public, but its relevant authorities were not providing the
necessary information to individual companies that wished to submit an application.

¢) Under the Indian patent law, no mechanism to grant exclusive marketing rights to
pharmaceutical and agricultural chemical products subject to patent applications was in place.

i) Under Article 70.9 of the TRIPS Agreement, Members had an obligation to provide exclusive
marketing rights to pharmaceutical and agricultural chemical products subject to patent
applications, where the Member was not providing patent protection for these as from the
date of entry into force of the WTO Agreement,?’* and certain other conditions occurred.?”

ii) It was not in dispute between the parties that India was subject to the provisions of Art.
70.9, given that it did not provide patent protection for pharmaceutical and agricultural
chemical products as from the date of entry into force of the WTO Agreement (1 January
1995).

iii) India was in violation of its obligations under the TRIPS Agreement, since it had to put in
place a formal system to grant exclusive marketing rights as from the date of the entry into
force of the TRIPS Agreement (1 January 1995), regardless of whether any request for exclusive
marketing rights had been made and subsequently denied in practice.

iv) India was in violation of its obligations under the TRIPS Agreement, since it had to put in
place a formal system to grant exclusive marketing rights, that is a system prohibiting
competitors to be on the market without the consent of the holder of the exclusive marketing
rights.

d) India could have met its obligations to provide a means of filing patent applications and a
system to grant exclusive marketing rights on pharmaceutical and agricultural chemical
products under Article 70.8 and 70.9 of the TRIPS Agreement, in a manner similar to the way in
which Pakistan had implemented these obligations.

273 panel Report, Brazil - Measures Affecting Desiccated Coconut, WT/DS22/R, adopted on 20 March 1997, as

modified by the Appellate Body Report, para. 287.

2% Under Article 65 of the TRIPS Agreement, Transitional Arrangements.

27> Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter; for the grant of exclusive marketing

rights under the TRIPS Agreement a product has to meet the following conditions: (a) A patent application had
been filed in respect of that product in another Member of the WTO after 1 January 1995. (b) The other Member
of the WTO had granted the patent. (c) The other Member had approved the marketing of the product. (d) India
had approved the marketing of the product.
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The respondent position: India
India rebutted all claims by the United States.

a) Under the Indian patent law, it was possible to effectively file, register and store patent
protection for pharmaceutical and agricultural chemical products. Therefore, India was fully
complying with its obligations under Article 70.8 of the TRIPS Agreement.

i) Although formally the patentability of pharmaceutical and agricultural chemical products was
not allowed by the Indian patent law, patent application could be filed for these products
through the administrative practices. It was true that patent examiners would have raised
objections on the patentability of pharmaceutical and agricultural chemical products at the
stage of examination, but to avoid this result these patent applications were not referred to

d.?’® Thus, patent applications on pharmaceutical and

the competent authority to be examine
agricultural chemical products would have not been refused or withdrawn from consideration
prior to the date when patent protection would become available to them. A complete record
going back to the date of entry into force of the WTO Agreement of all patent applications on
these products, including the date of the sequence of the applications, would have been
available. On this line, the Indian system fully attained the objectives under the TRIPS
Agreement, that is to assign a filing date to patents for the purpose of determining the
remaining patent term when it eventually would have granted patents on pharmaceutical and

agricultural chemical products.277

iii) Under Article 70.8 of the TRIPS Agreement, Members only had the obligation to provide “a
means” for filing patent applications for pharmaceutical and agricultural chemical products. No
obligation existed on the particular method of implementation of this obligation. This freedom
that Members have to determine the appropriate method in the implementation of the
provision of the Agreement within their legal systems is recognized as well in other provisions

of the Agreement.278

iv) Companies concerned with patent applications on pharmaceutical and agricultural chemical
products had not experienced any difficulty as indicated by the number of filings submitted
under the Indian system.

v) Since under the Indian patent law, there were different methods to file patent applications
on pharmaceutical and agricultural chemical products (through statute, regulations or
administrative practices), it was not necessary to change Indian law in order to comply with
India’s obligations under the TRIPS Agreement. Using the Vienna Convention on the Law of
Treaties principles of interpretation it was clear that India’s obligation under Article 65 of the
TRIPS Agreement were to provide a means of filing patent applications on pharmaceutical and
agricultural chemical products from 1 January 1995 on, but to accord patent protection only

2’® The Controller General of Patents, Trademarks and Designs for examination.

Article 70.8 of the TRIPS Agreement, Protection of Existing Subject Matter.
Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations.

277

278
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from 1 January 2005 on. This system was created in order to enable developing countries to
accept the WTO Agreement without having to change their patent law at the same time.

b) The United States had requested a finding that India was violating its transparency
obligation under Article 63 of the TRIPS Agreement. This request was not justified.

i) The claim of India’s violation of the transparency obligation under Article 63 of the TRIPS
Agreement was not justified on procedural grounds: the Panel’s terms of reference did not
cover this claim. Under Article 7.1 of the Dispute Settlement Understanding, the mandate of
the Panel is to examine the matter referred to the Dispute Settlement Body as expressed in the
request for establishment of a panel.?’”® The United States made the claim of India’s violation of
the transparency obligation for the first time in its oral statement at the first meeting of the
Panel. The issue of transparency was neither raised in the request for consultations of the
United States, nor in the request for the establishment of a panel. Therefore, the United States
claim did not comply with the need to identify the specific measure(s) at issue and to provide a
brief summary of the legal basis of the complaint, as required under Article 6.2 of the Dispute
settlement Understanding, for a panel to decide on the matter. A similar situation had been
decided in this sense by other WTO panels.?®° In addition, there was a well-established practice
under the Dispute Settlement Understanding that the complainant had to incorporate all its

legal claims and requests to the panel in its first written submission.?®*
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This practice had been
recognized by previous panels.”” India had indeed duly informed the United States during
consultations of the existence of valid means of filing patent applications on pharmaceutical

and agricultural chemical products.

ii) The claim of India’s violation of the transparency obligation under the TRIPS Agreement was
not justified on substantive grounds: developing country Members such as India were entitled
to delay the application of certain obligations until the end of a transitional period of five years
from the date of entry into force of the Agreement (that is until 1 January 2000). The
transparency obligation was among those obligations. In any case India had published its law
on which the mechanism of filing patent applications on pharmaceutical and agricultural
chemical products was based.

¢) Under Article 70.9 of the TRIPS Agreement, Members have the obligation to grant exclusive
marketing rights once certain conditions have occurred.’® These conditions had not occurred

% Under Article 7.1 of the Dispute Settlement Understanding, Terms of Reference of Panels, which remand to the

matter referred to the Dispute Settlement Body in the document in which the contracting party requests the

establishment of a panel under Article 6.2 of the Dispute Settlement Understanding, Establishment of Panels.

%0 panel Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

WT/DS27/R, adopted on 25 September 1997 as modified by the Appellate Body Report.

81 A practice reflected in Appendix 3 to the Dispute Settlement Understanding, Working Procedures, Paragraphs 5

and 7, and Article 10 of the Dispute settlement Understanding, Third Parties.

*2panel Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

WT/DS27/R, adopted on25 September 1997 as modified by the Appellate Body Report, para. 7.57.

8 a) A patent application had been filed in respect of that product in another Member of the WTO after 1

January 1995; (b) The other Member of the WTO had granted the patent; (c) The other Member had approved the
marketing of the product; (d) India had approved the marketing of the product.
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with respect to any specific pharmaceutical or agricultural chemical product, and India
therefore had not violated its obligations under Article 70.9 of the TRIPS Agreement.

i) Under Article 70.9 of the TRIPS Agreement, Members were explicitly given the right to
choose between the grant of exclusive marketing rights or the grant of patentability.
Therefore, since they were alternative, both obligations were not arising as from 1 January
1995.

ii) Until the dispute, no exclusive marketing rights had been sought (and therefore neither
denied) in practice on any specific product. Thus, the United States were seeking a ruling on a
potential future measure, which did not exist at the time of the dispute. The WTO dispute
settlement procedures do not permit ruling on potential future measures. Only existing
measures nullifying or impairing benefits and capable of being brought into conformity with
the obligations under the WTO Agreements, could be challenged and ruled on.?**

d) The United States had made an explicit request for the Panel to suggest a method for India
to implement its obligations under Article 70.8 and 70.9 of the TRIPS Agreement. The specific
method referred to by the United States was an implementation similar to the way in which
Pakistan had implemented these obligations.

i) However, the United States had submitted this request after the first submission and the first
substantive meeting of the Panel with the parties. Previous panels had considered this
situation procedurally unacceptable.285

ii) Further technical reasons and the settlement bilaterally negotiated between the United
States and Pakistan made the consistency of this solution with the TRIPS Agreement doubtful.

The Panel’s findings, rulings and recommendations:

a) The first claim of the United States was that India had violated its obligation to establish a
mechanism of filing of patent applications on pharmaceutical and agricultural chemical
products under Article 70.8 of the TRIPS Agreement.

i) Under Article 27 of the TRIPS Agreement, Members have the obligation to make patents
available for any invention, no matter whether product or process, in any field of technology.
This obligation is however subject to the transitional provisions of the Agreement: developing
country Members such as India could decide not to comply with the above-mentioned
obligation as of the date of entry into force of the WTO Agreement, and to delay its application
at the latest until 1 January 2005. However, they had to provide a means for patents on
pharmaceutical and agricultural chemical products to be filed: this was necessary since under
Article 27 of the TRIPS Agreement inventions are eligible for patent protection if they are new,

?%% This is clear under Article XXIII:1 (a) of the GATT 1994, Nullification or Impairment, Article 19.1 of the Dispute
Settlement Understanding, Panel and Appellate Body Recommendations, and Article 22.8 of the Dispute

Settlement Understanding, Compensation and the Suspension of Concessions.

?% panel Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

WT/DS27/R, adopted on25 September 1997 as modified by the Appellate Body Report.
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286 Therefore, it was

involve an inventive step and are capable of industrial application.
necessary to have in place a mechanism to prove novelty and priority later on when
pharmaceutical and agricultural chemical products would have been subject to patent
protection at the end of the transitional periods.”®’ Thus, Article 70.8 (a) requires not only a
means to file applications on pharmaceutical and agricultural chemical products and to allocate
them filing and priority dates, but also to preserve novelty and priority as of those dates, so as
to eliminate any doubts as to the patentability of an invention in the case where problems on
filing or priority dates emerged later at the time of granting patent protection. The United
States had claimed that in order for India to create such a means of filing as required under the
TRIPS Agreement, Indian law had to be modified. Under Article 1.1 of the TRIPS Agreement,
Members have the freedom to determine which method they consider more appropriate to
implement the provisions of the Agreement within their own legal system and practice. Thus,
India had the freedom to determine how to implement the obligation to establish a
mechanism of filing of patent applications on pharmaceutical and agricultural chemical
products under the Agreement: India’s reliance on administrative practices rather than a
change in the legislation did not amount to a violation of Article 70.8 of the TRIPS Agreement.
However, the Indian patent law generated legal insecurity and uncertainty with regard to
patent applications on the relevant products. In fact, under the Indian patent law any
application for the grant of a patent on a pharmaceutical or agricultural chemical product was
deemed to be refused by patent examiners for lack of patentability under mandatory provision
of the Indian patent law. In previous panel cases, the lack of enforcement of WTO -
inconsistent legislation had not been considered as a sufficient justification to defend the
legislation: mandatory legislation, even if not applied, remains mandatory and may influence
the decisions of economic operators.?®® Consequently, India had violated its obligations under
Article 70.8 of the TRIPS because it had failed to put in place a mechanism that adequately
preserved novelty and priority of applications for product patents on pharmaceutical and
agricultural chemical products during the transitional period under Article 65 of the TRIPS
Agreement.

b) The United States had argued that, if the Panel were to consider that India complied with its
obligation to establish a valid means of filing under Article 70.8 of the TRIPS Agreement, then
in the alternative India had violated its transparency obligations under Article 63 of the TRIPS
Agreement with regard to the means of filing. An analysis of this issue was necessary.

i) This claim had not been put forward in the request for the establishment of a panel nor in
the first written submission by the United States and India had contended that the Panel’s
terms of reference did not cover this claim. Under Articles 7.1 and 6.2 of the Dispute
Settlement Understanding, the mandate of the Panel is to examine the matter referred to the

%88 Article 27 of the TRIPS Agreement, Patentable Subject Matter.

Article 70.8 of the TRIPS Agreement, Protection of Existing Subject Matter.

GATT Panel Report, United States - Measures Affecting Alcoholic and Malt Beverages, adopted on 19 June
1992, BISD39S/206, para. 5.60; In addition, competitors could have sought judicial orders to force Indian Patent
Office officials to reject patent applications on the considered products and potentially render the filing
meaningless.
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Dispute Settlement Body as expressed in the request for establishment of a panel.?®® Although
this had been confirmed as well by previous panels, the case under consideration was
different.?*

both parties accepted this Panel ruling that all legal claims made prior to the end of the first

The claim of transparency was within the terms of reference of the Panel. First,

meeting of the Panel with the parties would have been considered in the panel proceedings.
Second, according to Article 6.2 of the Dispute Settlement Understanding, a contracting party
should provide in the request for the establishment of a panel a brief summary of the legal
basis of the complaint sufficient to present the problem clearly. The United States described it
sufficiently in order to raise the issue of whether India complied with the transparency
obligation under Article 63 of the TRIPS Agreement in its panel request. Third, the United
States claim on transparency was in response of India’s argument that a valid means of filing
was in place.

ii) Under the TRIPS Agreement, developing country Members were entitled to delay the date of
application of the Agreement for five years from the date of entry into force of the Agreement
(until 1 January 2000).2°* The transparency obligation under Article 63 of the TRIPS Agreement
is a procedural obligation. The central question was whether this procedural obligation was a
function of the substantive obligations and therefore would apply at the same time or its
application could be delayed until 1 January 2000. Since the TRIPS Agreement contains a range
of other procedural and institutional provisions, such as those relating to dispute settlement,
which were applicable, by comparison even the transparency obligation was applicable. India
had an obligation to make publicly available terms and provisions of its system of patent
applications on pharmaceutical and agricultural chemical products so as to allow governments
and right holders to become acquainted with them. Thus, India had violated its obligations
under the Article 63 of the TRIPS Agreement to publish and make available its laws and
regulations.

c) The United States had argued that India had violated its obligation to put in place a
mechanism for the grant of exclusive marketing rights under Article 70.9 of the TRIPS
Agreement.

i) Under Article 70.9 of the TRIPS Agreement, where a Member had not granted patent
protection to pharmaceutical and agricultural chemical products from the date of entry into
d,?*? that Member had the obligation to
grant exclusive marketing rights. The obligation to make available a system to grant exclusive

force of the Agreement and certain conditions occurre

%8 Under Article 7.1 of the Dispute Settlement Understanding, Terms of Reference of Panels, which remand to the

matter referred to the Dispute Settlement Body in the document in which the contracting party requests the

establishment of a panel under Article 6.2 of the Dispute Settlement Understanding, Establishment of Panels.

% panel Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

WT/DS27/R, adopted on 25 September 1997 as modified by the Appellate Body Report.
! Article 65.1 and 65.2 of the TRIPS Agreement.

292 i) a patent application had been filed for pharmaceutical and agricultural chemical products, ii) a patent
application had been filed in another WTO Member after 1 January 1995, iii) the other member had granted the
patent, iv) the other member had approved the marketing of the product and v) the member had approved the
marketing of the product.
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marketing rights meant that a Member had to be ready to grant exclusive marketing rights at

293 Consequently, the lack of the executive

any point in time subsequent to 1 January 1995.
branch of the Indian government of the authority to give effect to this obligation was in breach
of the TRIPS Agreement, even though no request for the grant of exclusive marketing right had
been made (and consequently neither refused) with regard to any eligible specific products at
the time of the dispute. The object and purpose of this provision was to provide specific
marketing rights to partly compensate for the absence of effective patent protection in
countries which availed themselves of the transitional periods under the TRIPS Agreement. It
was not necessary to make a finding on the nature of exclusive marketing rights as requested

by the United States.

India had violated its obligations under Article 70.9 of the TRIPS Agreement because it had
failed to establish a system for the grant of exclusive marketing rights.

d) The United States had made a request to the Panel to suggest that India comply with its
obligations under Article 70.8 and 70.9 of the TRIPS Agreement in a manner similar to the one
in which Pakistan had implemented these obligations. This claim had not been put forward in
the request for the establishment of a panel nor in the first written submission by the United
States. However, no reason was running against its examination: it was not strictu sensu a legal
claim. This was a simple request for the Panel to exercise its discretionary authority under
Article 19 of the Dispute Settlement Understanding, to suggest ways in which the Member
could implement its recommendations.”** However, this request was not appropriate. It would
have impaired India’s freedom as to the choice on how to implement the TRIPS obligation
within its legal system.?®

In light of the above:

India had violated its obligations to establish a mechanism that adequately preserved novelty
and priority in respect of applications for product patents in respect of pharmaceutical and
agricultural chemical inventions during the transitional period to which it was entitled under
Article 65 of the Agreement, and to publish and notify adequately information about such a
mechanism;

India had not complied with its obligations under Article 70.9 of the TRIPS Agreement, because
it had failed to establish a system for the grant of exclusive marketing rights.

The Appellate Body proceedings:

3 Article 70.9, as Article 70.8, uses the term “notwithstanding the provisions of Part VI”. This term indicates that

Members to which this provision applied, as India in this case, could not avail themselves of the transitional
arrangements under Part VI, including Article 65. Thus, the effective date of this provision was the date of entry

into force of the WTO Agreement, that is 1 January 1995.

%% Article 19 of the Dispute settlement Understanding, Panel and Appellate Body Recommendations.
% Article 1.1 of the TRIPS Agreement.
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India was not satisfied with the Panel findings, rulings and recommendations. Consequently,
on 15 October 1997 it notified the Dispute Settlement Body of its intention to appeal certain
law and legal interpretations covered and developed by the Panel in the Report.

a) India appealed certain aspects of the legal findings and conclusions of the Panel relating to
the obligations under Article 70.8, 70.9 and 63 of the TRIPS Agreement.

i) Through administrative instructions it had put into place a valid system by which applications
for patents on pharmaceutical and agricultural chemical products (“mailbox applications”)
could be filed and filing dates assigned to them. The means of filing provided by India ensured
that patents could have been granted when they were going to be due, as from 1 January
2005. The Panel had erred when it had ruled that under Article 70.8 of the TRIPS Agreement
there are two obligations: one to put in place such a system to assign filing and priority dates
to patent applications, and the other to create legal certainty that patent applications and
patents based on them would not have been rejected or invalidated in the future. This second
obligation was a creation of the Panel and was incorrectly imported into the TRIPS Agreement.
Moreover, the Panel had erred when it had not assessed Indian law as a fact to be established
by the United States as established by previous panels®®®, but as a law to be interpreted by the
Panel.

ii) A system to grant exclusive marketing rights under Article 70.9 of the TRIPS Agreement is
required only when all the events necessary to grant in practice such rights have occurred.?’
This provision of the TRIPS Agreement has the function to enable developing countries to
postpone legislative changes. The notion of predictable conditions of competition used by the
Panel to justify its approach transform future obligations under the TRIPS to immediate
obligations.

iii) Under Articles 3, 7 and 11 of the Dispute settlement Understanding, findings and
recommendations of panels have to be only on matters submitted to them by the parties to
the dispute. The panel exceeded therefore its authority when it accepted to rule on the United
states’ claim on the violation of the transparency obligation under Article 63 of the TRIPS
Agreement. If the Appellate Body were to consider that the panel did not exceed its authority,
then the panel was not entitled to ask India to bring its mailbox system in conformity with both
“mailbox system” provision and transparency obligation in the TRIPS Agreement.

b) The United States fully endorsed the legal findings and conclusions of the Panel.

c) The report of the Appellate Body was circulated to Members on 19 December 1997. The
Appellate Body upheld with modifications the Panel findings on Articles 70.8 and 70.9, but
ruled that Article 63.1 was not within the Panel’s terms of reference. In particular:

% |ndia cites Panel Report, Canada - Measures Affecting the Sale of Gold Coins, L/5863, 17 September 1985,
unadopted, paras. 58 and 59; and Panel Report, United States - Measures Affecting the Importation, Internal Sale

and Use of Tobacco, adopted 4 October 1994, DS44/R, para. 75.

*7 That is i) a patent application had been filed for pharmaceutical and agricultural chemical products, ii) a patent

application had been filed in another WTO Member after 1 January 1995, iii) the other member had granted the
patent, iv) the other member had approved the marketing of the product and v) India had approved the
marketing of the product.
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i) The Panel had been correct in concluding that India had violated its obligation to establish a
means of filing patents applications on pharmaceutical and agricultural chemical products in
order to preserve their novelty and priority,298 during the transitional periods provided for in
the TRIPS Agreement.”® However, the Panel had erred in considering that India had as well an
obligation to establish a means to eliminate any reasonable doubts regarding patentability,
had any issue on filing or priority date emerged at the time a patent had to be granted later on.
First, the Panel had ruled that under Article 70.8 of the TRIPS Agreement there are two
obligations: one to put in place such a system to assign filing and priority dates to patent
applications, and the other to create legal certainty that patent applications and patents based
on them would not have been rejected or invalidated in the future. This second obligation was
a creation of the Panel on the basis of an incorrect attribution to the TRIPS Agreement of two
different concepts merged together: the concept of contracting parties’ expectations on the
predictability of competitive relationships between their products and the products of other
contracting parties and the concept of reasonable expectations of contracting parties. The first
concept relates to violation complaints brought under Article XXIll:1 (a), that is complaints of
alleged failure by a member to carry out its obligations; the second relates to non - violation
complaints brought under Article XXIlI:1 (b), that is a complaint that the application of a
measure upset the negotiated balance of concessions between Members, regardless of the
consistency of this measure with the covered agreements. However, whether non - violation
complaints should be available under the TRIPS Agreement should be determined by the
Council for TRIPS pursuant to Article 64.3 of the TRIPS Agreement. Second, such a further
obligation would have entailed not to consider India’s entitlement to delay the obligation to
make available patent protection to any field of technology, included pharmaceutical and
3% until 1 January 2005.3°" Under the TRIPS Agreement,

Members are free to determine the appropriate method of implementing their obligation
302

agricultural chemical products,
under the TRIPS Agreement within the context of their own legal systems. India
implemented TRIPS obligations on a mailbox system through administrative instructions and
asserted that the Panel erred in assessing Indian law not as a fact but as a law to be interpreted
by the Panel itself. In public international law, an international tribunal may treat municipal
law in many ways: municipal law may serve as evidence of facts, may provide evidence on
state practice or may constitute evidence of compliance or non - compliance with international
obligations. The Panel had interpreted Indian law to determine whether India’s administrative
instructions to receive applications on pharmaceutical and agricultural chemical products were
in conformity with India’ obligations under the TRIPS Agreement. To say that the Panel should
have done otherwise would be to say that only India could assess whether Indian law is

303
F

consistent with India’s obligations under the WTO Agreement. This, clearly, cannot be so.” "For

%% Article 70.8 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 65 of the TRIPS Agreement, Transitional Arrangements.

Under Article 27 of the TRIPS Agreement, Patentable Subject Matter.

Under Article 65.2 and 65.4 of the TRIPS Agreement, Transitional Arrangements.
Article 1.1 of the TRIPS Agreement, Nature and Scope.

This had been confirmed by previous GATT panels, such as GATT Panel Report, United States - Section 337 of
the Tariff Act of 1930, adopted on 7 November 1989, BISD 365/345.

299
300
301
302

303
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these reasons, the Panel had been correct in concluding that India’s administrative instructions
for receiving patent applications on pharmaceutical and agricultural chemical products were
inconsistent with India’s obligations under Article 70.8 of the TRIPS Agreement. In assessing
whether India had violated this obligation under the TRIPS Agreement, the Panel had applied
the correct burden of proof: a party claiming a violation of a provision of the WTO Agreement
by another Member must assert and prove its claim.>®*

ii) The Panel had been correct in concluding that India had not complied with its obligations
under Article 70.9 of the TRIPS Agreement to put in place a mechanism to provide for the grant
of exclusive marketing rights effective as from the date into force of the WTO Agreement.’®
India had admitted not to have the necessary legislation to grant exclusive marketing rights as
required under the TRIPS Agreement. This obligation had to be complied with as from the date

of the entry into force of the WTO Agreement.

iii) The Panel had erred in its findings and conclusions on the possibility for it to consider that
India had violated its obligations under the Article 63 of the TRIPS Agreement to publish and
make available its laws and regulations. The Panel had no authority to consider the alternative
claim by the United States under Article 63 and this conclusion of the Panel was consequently
reversed. It had been already clarified by previous Appellate Body’s decisions that the panel’s
terms of reference, as disciplined in Article 7 of the Dispute Settlement Understanding, set out
the claims of the complaining parties relating to the matter referred to the Dispute Settlement
Body.306 The panel terms of reference are important because they allow parties and third
parties to respond to the complainant’s case, therefore fulfilling an important due process
objective, and because they establish the jurisdiction of the panel by defining the precise
claims at issue in the dispute.*® Accordingly, all claims must be included in the request for
3% 1 this

sense, one must distinguish between claims identified in the request for establishment of a

establishment of a panel in order to come within the panel’s terms of reference.

panel, which establish the panel’s terms of reference under Article 7 of the Dispute Settlement
Understanding, and the arguments supporting those claims, which are set out and
progressively clarified in the first written submissions, the rebuttal submissions, and the first

and second panel meetings with the parties as the case proceeds.>*

In previous cases, the
listing by the complaining parties of the provisions of the specific agreement alleged to have
been violated without setting out detailed arguments as to which specific aspects of the

measures at issue related to which specific provisions of those agreements, had been

%% This was already clarified in Appellate Body Report, United States - Measures Affecting Imports of Woven Wool

Shirts and Blouses from India, adopted on 23 May 1997, WT/DS33/AB/R, p. 16.
3% Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter.

Appellate Body Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

adopted on 25 September 1997, WT/DS27/AB/R, para. 145
307

306

Appellate Body Report, Brazil - Measures Affecting Desiccated Coconut, adopted on 20 March 1997,
WT/DS22/AB/R, p. 22.
308 |d

309 Appellate Body Report, European Communities - Regime for the Importation, Sale and Distribution of Bananas,

adopted on 25 September 1997, WT/DS27/AB/R, para. 143.
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considered sufficiently specific to comply with the minimum standard under the Dispute

Settlement Understanding.310

In the case under consideration there was a failure to identify a
specific provision of an agreement that was alleged to have been violated. The Panel's stated
that it “ruled, at the outset of the first substantive meeting held on 15 April 1997, that all legal
claims would be considered if they were made prior to the end of that meeting; and this ruling
was accepted by both parties”. This statement was not consistent with the letter and the spirit
of the Dispute Settlement Understanding. Although panels enjoy some discretion in
establishing their own working procedures, this discretion does not extend to modifying the
substantive provisions of the DSU. Nothing in the Dispute Settlement Understanding gives a
panel the authority either to disregard or to modify other explicit provisions of the DSU. Not
even Article 12.1 of the DSU, which only stipulates the possibility for the panel to consult the

parties to the dispute and not to follow the working procedures in Appendix 3 of the DSU.

In light of the above, the Appellate Body:

- Upheld the Panel's conclusion that India has not complied with its obligations under Article
70.8(a) to establish “a means” that adequately preserves novelty and priority in respect of
applications for product patents on pharmaceutical and agricultural chemical inventions during
the transitional periods provided for in Article 65 of the TRIPS Agreement; the Panel had
however erred in concluding that Article 70.8 of the TRIPS Agreement required parties to
establish a mechanism to eliminate any reasonable doubts on the patentability of
pharmaceutical and agricultural chemical inventions the patent applications of which had been
filed during the transitional periods.

- Upheld the Panel's conclusion that India has not complied with its obligations under Article
70.9 of the TRIPS Agreement.

- Reversed the Panel's alternative findings that India has not complied with paragraphs 1 and 2
of Article 63 of the TRIPS Agreement.

Further development related to the case:

a) The India - Patents | case was the first Intellectual Property case decided by a panel. Previous
cases were settled by mutual agreement between the parties.

b) After the adoption of the Appellate Body Report on 16 January 1998, the United States and
India agreed on an implementation period of 15 months from the date of the adoption of the
report (therefore expiring on 16 April 1999). At the Dispute settlement Body meeting of 28
April 1999 India presented its final status report on implementation of this matter, disclosing
the enactment of relevant legislation to implement the recommendations and rulings of the
Dispute Settlement Body.

1% ynder Article 6.2 of the Dispute Settlement Understanding, Establishment of Panels.
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c) This case was followed by another similar case brought by the European Communities and
their Member States almost one year later (India - Patent Protection for Pharmaceutical and
Agricultural Chemical Products, Panel Report WT/DS/79/R).

d) Both the India - Patents | case and the Canada - Pharmaceutical Patents case concerned a
sensitive issue of WTO TRIPS cases: the interpretative authority of respondent countries over
their own domestic laws and regulations. In the latter case, the Panel, in the absence of any
evidence of Canada’s actual discrimination in applying its law, deferred to Canada’s
interpretation of its statute. To the contrary, in India - Patents I, the Appellate Body rejected
India’s argument that it should be recognized interpretative authority over its laws. The
difference apparently lied in the nature of Indian rules, which did not leave any discretion to
authorities, while the Canadian rules were discretionary in nature.*!!

e) After the two cases regarding a “mailbox system” and the grant of exclusive marketing rights
(India - Patents | and India - Patents Il), the issue of patents was the center of attention of
public debates in India. Some politicians considered the Patents (Amendment) Ordinance of
1999 as a loss of national sovereignty and a step further toward an increased power of
multinational firms.**?

f) The process of compliance of the Indian patent system with the TRIPS Agreement has not
been only arduous and uncerta in, it has created as well some tensions between the pro -
competitive strong generic pharmaceutical industry and the growing research - based
pharmaceutical sector.®®® This is a transition that other countries have made prior to India: the
Paris Convention for the Protection of Industrial Property had left states free to devise their
own patent systems and to grant or deny patent protection for pharmaceuticals. For instance,
Switzerland and Italy did not provide patent protection for pharmaceutical products until 1977

and 1978, respectively.>'

On the other side, as a developing country, Brazil as well could have taken advantage of the
ten year transitional periods from the date of entry into force of the TRIPS Agreement to grant
patent protection to medicines. However, the Brazilian government granted pharmaceutical
products patent protection from 1996 on and put in place a system to extend patent

protection beyond what would have been normally available to holders of foreign patents.>"

To sum up, India’s patent system reforms and challenges were certainly similar to what has
been happening in many developing countries recently. The process of finding the right
balance between private incentives to innovate and the public interest in free competition

Y. Fuku naga, Enforcing TRIPS: Challenges of Adudicating Minimum Standards Agreements, Berkeley Technology
Law Journal, Vol. 23: 867, p. 903.

312 ICTSD, India Government Complies with WTO Patent Ruling, BRIDGES, Volume 3, Number 1, 18 January 1999,
available at http://www.ictsd.org/bridges-news/bridges/news/indian-government-complies-with-wto-patent-
ruling.

BEM. Abbott, J. H. Reichmann, The Doha Round’s Public Health Legacy: Strategies for the Production and
Diffusion of Patented Medicines Under the Amended TRIPS Provisions, Journal of International Economic Law 10
(4), p. 957.

% bid., p. 927.
Ibid., p. 949.
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with economic growth and development requires time, capacity building and a suitable
business structure. Yet, according to part of Legal Doctrine, time and patience seem to be what

OECD countries do not want to grant to the developing world in this respect.316

g) Part of Legal Doctrine summoned the recognition of patent protection to pharmaceutical
inventions in India from 1 January 2005 as a necessary factor for the innovation and rapid
development of its pharmaceutical sector and to make possible for the Indian population to
have access to a wider range of medicines.*"’

h) Given the issues discussed in the case and the expiration of the transitional periods under
the TRIPS Agreement, India - Patents | is among those cases regarded as being “very much of
their time”. This is even more so if one considers the significant development at the WTO since

this panel report.*?

i) As a part of the TRIPS Council review of Members’ legislation, Members can ask questions on
patent enforcement data of other Members. When the United States asks for information on
patent enforcement as part of the TRIPS Council review of Members’ legislation, the answer
has quite often been that no such data was collected or, if it was collected, for some reasons it
was not available. In particular, when at the 2003 TRIPS Council review, India responded to the
United States statistical information question, it stated that information concerning
injunctions, infringements, seizures, cases resolved, etc. were not maintained by the IP Offices
but were administered in various different courts in the country and therefore unavailable.*®

316

CF. Ibid., p. 960.

CF. Roger Bate, India and the Drug Patent Wars, American Enterprise Institute Online, 07 February 2007,

available at http://www.aei.org/article/health/india-and-the-drug-patent-wars/.
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C. Garrison, Exceptions to Patent Rights in Developing Countries, UNCTAD - ICTSD Project on IPRs and
Sustainable Development, Issue Paper No. 17, p. 41

*bid., p. 68 - 69.
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India - Patent Protection for Pharmaceutical and Agricultural
Chemical Products

IP/D/7WT/DS79 - Panel Report WT/DS/79/R

General Background of the case

On 27 April 1997, the European Communities and their Member States requested
consultations with India concerning some issues on patents.

No mutually satisfactory solutions were reached and a Panel was subsequently established on
16 October 1997.

The disputes concerned the possibility to file patent applications on pharmaceutical and
agricultural chemical products in India under Article 70.8 (a) of the TRIPS Agreement and the
existence of a system to grant exclusive marketing rights on these products under Article 70.9
of the TRIPS Agreement. The same Indian measures had been previously challenged by the
United States and examined by a Panel and the Appellate Body in an earlier dispute
(WT/DS50). For a complete general background of the case, see WT/DS50.

In the earlier dispute (WT/DS50) the United States had been the complainant, India the
respondent and the European Communities and their Member States a third party. No
change in the legal system of India had occurred since the adoption of the Panel and the
Appellate Body’s reports in the previous dispute. For these reasons, the European
Communities and their Member States requested the Panel to extend to them, as the
complainant in this proceeding, the Panel’s findings in the earlier dispute, as modified by the
Appellate Body.

Legal basis of the case: related provisions in the TRIPS and interpretation
Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations:

“1. Members shall give effect to the provisions of this Agreement. Members may, but shall not
be obliged to, implement in their law more extensive protection than is required by this
Agreement, provided that such protection does not contravene the provisions of this
Agreement. Members shall be free to determine the appropriate method of implementing the
provisions of this Agreement within their own legal system and practice.”

Pursuant to Article 1.1 of the TRIPS Agreement, it is up to WTO Members to decide how to
implement their obligations under the TRIPS Agreement. (Panel Report, para. 7.41)

Article 27.1 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any
inventions, whether products or processes, in all fields of technology, provided that they are
new, involve an inventive step and are capable of industrial application. Subject to
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paragraph 4 of Article 65, paragraph 8 of Article 70 and paragraph 3 of this Article, patents
shall be available and patent rights enjoyable without discrimination as to the place of
invention, the field of technology and whether products are imported or locally produced.”

Article 27 requires that patents be made available in all fields of technology, subject to certain
narrow exceptions. (Panel Report, para. 7.38)

Article 65 of the TRIPS Agreement, Transitional Arrangements:

“1. Subject to the provisions of paragraphs 2, 3 and 4, no Member shall be obliged to apply
the provisions of this Agreement before the expiry of a general period of one year following
the date of entry into force of the WTO Agreement.

2. A developing country Member is entitled to delay for a further period of four years the date
of application, as defined in paragraph 1, of the provisions of this Agreement other than
Articles 3, 4 and 5.

3. Any other Member which is in the process of transformation from a centrally - planned into
a market, free - enterprise economy and which is undertaking structural reform of its
intellectual property system and facing special problems in the preparation and
implementation of intellectual property laws and regulations, may also benefit from a period
of delay as foreseen in paragraph 2.

4. To the extent that a developing country Member is obliged by this Agreement to extend
product patent protection to areas of technology not so protectable in its territory on the
general date of application of this Agreement for that Member, as defined in paragraph 2, it
may delay the application of the provisions on product patents of Section 5 of Part Il to such
areas of technology for an additional period of five years.

5. A Member availing itself of a transitional period under paragraphs 1, 2, 3 or 4 shall ensure
that any changes in its laws, regulations and practice made during that period do not result in
a lesser degree of consistency with the provisions of this Agreement.”

Article 70.8 of the TRIPS Agreement, Protection of Existing Subject Matter:

“8. Where a Member does not make available as of the date of entry into force of the WTO
Agreement patent protection for pharmaceutical and agricultural chemical products
commensurate with its obligations under Article 27, that Member shall:

(a) notwithstanding the provisions of Part VI, provide as from the date of entry into force of
the WTO Agreement a means by which applications for patents for such inventions can be
filed;

(b) apply to these applications, as of the date of application of this Agreement, the criteria for
patentability as laid down in this Agreement as if those criteria were being applied on the date
of filing in that Member or, where priority is available and claimed, the priority date of the
application; and
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(c) provide patent protection in accordance with this Agreement as from the grant of the
patent and for the remainder of the patent term, counted from the filing date in accordance
with Article 33 of this Agreement, for those of these applications that meet the criteria for
protection referred to in subparagraph (b).”

Under Article 70.8 (a) of the TRIPS Agreement, Members had the obligation as of 1 January
1995 to provide “a means” by which applications for patents on pharmaceutical and
agricultural chemical products could be filed, if they were availing themselves of the
transitional periods and thus, patent protection for these products was not available. (Panel
Report, para. 7.36)

The transitional periods under Article 65 of the TRIPS Agreement were not applicable to
Article 70.8. This ensured that, where patent protection was not available for these products,
as of 1 January 1995 a means had to be in place to allow to file patent applications for such
inventions and the allocation of filing and priority dates to them. In this way, the novelty of
the inventions in question and the priority of the application claiming their protection could
have been preserved and it would have been possible to determine their eligibility for
protection by a patent when a product patent protection would have been available for these
inventions, i.e. at the latest after the expiry of the transitional period. (Panel Report, paras.
7.38-7.39)

Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter:

“9. Where a product is the subject of a patent application in a Member in accordance with
paragraph 8(a), exclusive marketing rights shall be granted, notwithstanding the provisions of
Part VI, for a period of five years after obtaining marketing approval in that Member or until a
product patent is granted or rejected in that Member, whichever period is shorter, provided
that, subsequent to the entry into force of the WTO Agreement, a patent application has been
filed and a patent granted for that product in another Member and marketing approval
obtained in such other Member.”

The effective date of Article 70.9 is the date of entry into force of the WTO Agreement, which
means that a Member subject to the provisions of Article 70.9 had to be ready to grant
exclusive marketing rights at any point in time subsequent to 1 January 1995. (Panel Report,
para. 7.64)

This was confirmed by the drafting history of the TRIPS Agreement. Exclusive marketing rights
were a quid pro quo for the delay of the availability of product patents for pharmaceutical
and agricultural chemical products until 1 January 2005, based on a careful balancing of
obligations between interested parties during the Uruguay Round negotiations. (Panel
Report, para. 7.72)

Article 3.2, 3.7 and 3.8 of the Dispute Settlement Understanding, General Provisions:

“2. The dispute settlement system of the WTO is a central element in providing security and
predictability to the multilateral trading system. The Members recognize that it serves to
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preserve the rights and obligations of Members under the covered agreements, and to clarify
the existing provisions of those agreements in accordance with customary rules of
interpretation of public international law. Recommendations and rulings of the DSB cannot
add to or diminish the rights and obligations provided in the covered agreements.

“7. Before bringing a case, a Member shall exercise its judgment as to whether action under
these procedures would be fruitful. The aim of the dispute settlement mechanism is to secure
a positive solution to a dispute. A solution mutually acceptable to the parties to a dispute and
consistent with the covered agreements is clearly to be preferred. In the absence of a mutually
agreed solution, the first objective of the dispute settlement mechanism is usually to secure
the withdrawal of the measures concerned if these are found to be inconsistent with the
provisions of any of the covered agreements. The provision of compensation should be
resorted to only if the immediate withdrawal of the measure is impracticable and as a
temporary measure pending the withdrawal of the measure which is inconsistent with a
covered agreement. The last resort which this Understanding provides to the Member
invoking the dispute settlement procedures is the possibility of suspending the application of
concessions or other obligations under the covered agreements on a discriminatory basis vis -
a - vis the other Member, subject to authorization by the DSB of such measures.”

8. In cases where there is an infringement of the obligations assumed under a covered
agreement, the action is considered prima facie to constitute a case of nullification or
impairment. This means that there is normally a presumption that a breach of the rules has an
adverse impact on other Members parties to that covered agreement, and in such cases, it
shall be up to the Member against whom the complaint has been brought to rebut the
charge.”

Article 9 of the Dispute Settlement Understanding, Procedures for Multiple Complaints:

“1. Where more than one Member requests the establishment of a panel related to the same
matter, a single panel may be established to examine these complaints taking into account
the rights of all Members concerned. A single panel should be established to examine such
complaints whenever feasible.

2. The single panel shall organize its examination and present its findings to the DSB in such a
manner that the rights which the parties to the dispute would have enjoyed had separate
panels examined the complaints are in no way impaired. If one of the parties to the dispute so
requests, the panel shall submit separate reports on the dispute concerned. The written
submissions by each of the complainants shall be made available to the other complainants,
and each complainant shall have the right to be present when any one of the other
complainants presents its views to the panel.
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3. If more than one panel is established to examine the complaints related to the same matter,
to the greatest extent possible the same persons shall serve as panelists on each of the
separate panels and the timetable for the panel process in such disputes shall be harmonized.”

Article 10.4 of the Dispute Settlement Understanding, Third Parties:

“4. If a third party considers that a measure already the subject of a panel proceeding nullifies
or impairs benefits accruing to it under any covered agreement, that Member may have
recourse to normal dispute settlement procedures under this Understanding. Such a dispute
shall be referred to the original panel wherever possible.”

Article 11 of the Dispute Settlement Understanding, Functions of Panels:

“The function of panels is to assist the DSB in discharging its responsibilities under this
Understanding and the covered agreements. Accordingly, a panel should make an objective
assessment of the matter before it, including an objective assessment of the facts of the case
and the applicability of and conformity with the relevant covered agreements, and make such
other findings as will assist the DSB in making the recommendations or in giving the rulings
provided for in the covered agreements. Panels should consult regularly with the parties to the
dispute and give them adequate opportunity to develop a mutually satisfactory solution.”

The complainant position: the European Communities and their Member States

The European Communities and their Member States claimed that India had violated its
obligations under the TRIPS Agreement.

a) In a previous case (WT/DS50), the Panel and the Appellate Body had concluded that India
had violated its obligations to establish a mechanism of filing of patent applications on
pharmaceutical and agricultural chemical products under Article 70.8 of the TRIPS Agreement,
and to establish a mechanism for the grant of exclusive marketing rights on these products
under Article 70.9 of the TRIPS Agreement. Therefore, the issues discussed in the case under
consideration had been already examined by the Panel and the Appellate Body in the
previous case (WT/DS50), where the European Communities and their Member States had
been a third party. Consequently, the Panel had to extend to the European Communities and
their Member States the findings of the earlier dispute, as modified by the Appellate Body.

i) This could be done since no change in factual circumstance and in the domestic legal
situation had occurred in India since the previous Panel’s Report had been adopted, as
modified by the Appellate Body.

ii) Under Article 10.4 of the Dispute Settlement Understanding (“DSU”), where a third party
considers that a measure already the subject of a panel proceeding nullified or impaired
benefits accruing to it under a covered agreement, this third party is entitled to bring its
complaint on that measure before the original panel. Since the European Communities and
their Member States were putting forward a complaint in all aspects identical, from a legal
point of view, to the one submitted by the United States in the previous dispute, they were
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entitled to bring its complaint in front of the original panel and it not necessary to repeat all
the legal arguments that had already been put before this Panel when it dealt with the United
States’ complaint.

iii) Under Article 3.8 of the Dispute Settlement Understanding, an infringement of the
obligations assumed under the covered agreements represents a prima facie case of
nullification or impairment and the burden to rebut the charge is on the defendant. Since the
Panel and the Appellate Body had previously found that India had violated its obligations
under Articles 70.8 and 70.9 of the TRIPS Agreement, in the present case there was a
presumption of adverse impact on the European Communities and their Member States and
the burden to rebut this presumption was on India.

iv) The relevant provision to be applied in the present case was Article 10.4, not Article 9, of
the Dispute Settlement Understanding. Article 9 of the Dispute Settlement Procedure
addressed the situation where more than one complainant requested the establishment of a
panel on the same matter, without however obliging WTO Members to request the
establishment of a single panel on the same matter. Conversely, Article 10.4 of the Dispute
Settlement System was the relevant provision for the present case, providing that a third
party might become a complainant on a measure already the subject of a panel proceeding.
This provision required the dispute to be referred to the original panel which had already
dealt with the same issue in the earlier procedure where it had already completed its work. In
addition, under Article 3.7 of the Dispute Settlement Understanding, Members shall exercise
their judgment on whether action under the DSU would be fruitful which means that WTO
members enjoy broad discretion whether to bring a case against another Member under the
DSU.>* These provisions had to be considered against the European Communities and their

Member States’ position as a third party in the previous dispute (WT/DS50).>%

v) The normal dispute settlement procedures under Articles 10.4 and 11 of the Dispute
Settlement Understanding had to be applied to this case. However, even applying them,
points dealt with in the earlier dispute on the same subject should have not been re-litigated
in the present dispute. As established by a previous Appellate Body report, panels had to
recognize earlier panels and the Appellate Body reports as relevant for the solution of
subsequent disputes.>*?

b) Under the Indian patent law, no system for the filing of patent applications on
pharmaceutical and agricultural chemical products (a so-called “mailbox system”) was in
place. This was in violation of India’s obligation under Article 70.8 of the TRIPS Agreement.

320 Appellate Body Report, European Communities - Regime for the Importation, Sale and Distribution of

Bananas, WT/DS27/AB/R, adopted on 9 September 1997, para. 135.

! This made this case different from previous ones: in the Bananas dispute, Panama had attempted to get

involved in the implementation of the Dispute Settlement Body recommendations and ruling of a dispute
settlement procedure in which it had not participated, while the European Communities and their Member
States were third party in the previous dispute without claiming to be entitled to any particular role

32 Appellate Body Report, Japan - Taxation of Alcoholic Beverages, \WT/DS8/AB/R, WT/DS10/AB/R,
WT/DS11/AB/R, adopted on 4 October 1996, at page 14.
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i) No new elements that had not been considered in the earlier dispute or that were
otherwise relevant for the resolution of the dispute under discussion, had been advanced by
India.

ii) The Panel and the Appellate Body had already found in the earlier dispute (WT/DS50) that
the present Indian domestic regime concerning the patent protection of pharmaceutical and
agricultural chemical products was inconsistent with India’s obligations under Article 70.8 of
the TRIPS Agreement. This claim was identical in all aspects to the United States’ claim in WT/
DS50. Pursuant to Article 3.8 of the Dispute Settlement Understanding, there was a
presumption according to which this breach of the relevant WTO rules by India had an
adverse effect on the European Communities and their Member States. India had the burden
to rebut the contrary presumption.

¢) Under the Indian patent law, no mechanism to grant exclusive marketing rights to
pharmaceutical and agricultural chemical products subject to patent applications was in
place. This was in violation of India’s obligation under Article 70.9 of the TRIPS Agreement.

i) No new elements that had not been considered in the earlier dispute or that were
otherwise relevant for the resolution of the dispute under discussion, had been advanced by
India.

ii) The Panel and the Appellate Body had already found in the earlier dispute that, since no
regime concerning the grant of exclusive marketing rights was in place in India, India had
violated its obligation under Article 70.9 of the TRIPS Agreement. This claim was identical in
all aspects to the United States’ claim in WT/DS50.3%
Settlement Understanding, there was a presumption according to which this breach of the

Pursuant to Article 3.8 of the Dispute

relevant WTO rules by India had an adverse effect on the European Communities and their
Member States. India had the burden to rebut the contrary presumption.

The defendant position: India
India rebutted all the claims by the European Communities and their Member States.

a) Under the Dispute Settlement Understanding, it was not possible to bring successive
complaints based on the same facts and legal claims.

i) Under Articles 9.1 and 10.4 of the Dispute Settlement Understanding, which dealt with
multiple complaints, the Panel had to dismiss the complaints of the European Communities
and their Member States. Under Article 9 and 10 of the Dispute Settlement Understanding,
multiple complainants have to submit their case to the same panel whenever possible: the
right to resubmit the same matter to a panel is under the condition that a single panel shall
be established whenever feasible (Article 9) and a dispute on a measure already under
litigation must be referred to the same panel whenever possible (Article 10.4). The European

32 See page 32, WT/DS50/R and WT/DS50/AB/R.
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Communities and their Member States could not bring their complaints after the first dispute
(WT/DS50), since it had been feasible and possible for them to refer their complaints to a
single panel under Articles 9 and 10.4 of the DSU and they had not done so. A different
interpretation would have created an unmitigated right to bring successive complaints by
different parties based on the same facts and legal claims, thus destabilizing the multilateral
trade order.

ii) As previously clarified by the Appellate Body, panels’ decisions are not binding: conclusions
and recommendations in an adopted panel report bind only the parties in that particular case
and subsequent panels are not legally bound by the details and the legal reasoning of a
previous panel’s report.>**

iii) Complainants do not have an unlimited right to delay the initiation of proceedings and
defendants and the WTO have the right to be protected against unnecessary re-litigation. On
this line, the European Communities and their Member States’ complaints were an
unwarranted harassment, which wasted the WTO and India’s limited human and financial
resources.

b) In the alternative, if the Panel were to consider that Article 10.4 of the Dispute Settlement
Understanding entitled the European Communities and their Member States to bring their
complaints, the Panel had to apply the normal dispute settlement procedures under Article
10.4 of the DSU, and had to make an objective assessment of the facts and arguments put
forward in the present proceedings, as required under Article 11 of the DSU. Therefore, the
Panel had to determine the facts, to find the applicable law and to apply the law to the facts,
allowing India to submit new arguments and new facts.

i) New evidence on the domestic situation of India had been submitted in the case under
consideration. Thus, the Panel had to engage in further fact-finding.

ii) There was a significant difference between being guided by the Appellate Body’s decision
and being guided by the Appellate Body’s reasoning in the previous and other cases. If the
Panel were to declare that a decision on the matter already existed, it would have denied
India its procedural rights under the normal dispute settlement procedures.

c) The European Communities and their Member States had argued that the Panel and the
Appellate Body had already found in the earlier dispute that the present Indian domestic
regime concerning the patent protection of pharmaceutical and agricultural chemical
products was inconsistent with India’s obligations under Article 70.8 of the TRIPS Agreement.
To reach this conclusion, the Panel had interpreted Indian law. However, the Panel had not
been called upon to interpret Indian law, but to give judgment on the question of whether
India, in applying that law, had acted in accordance with Article 70.8 (a) of the TRIPS
Agreement.

3% Appellate Body Report on Japan - Taxes on Alcoholic Beverages, WT/DS8/AB/R, WT/DS10/AB/R,

WT/DS11/AB/R, Section E.
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i) The European Communities and their Member States were carrying the burden of proving
that India had failed to establish a “mailbox system” meeting the requirements of Article
70.8(a) of the TRIPS Agreement and not merely that there were reasonable doubts that it had
failed to do so.

ii) Members had to be given the benefit of the doubt on their own interpretations of their
municipal law. Moreover, the Panel and the Appellate Body had failed to apply the principle
that the conformity of the internal law of each State with its treaty obligations must be
presumed and the rulings of the Appellate Body on the interpretation of municipal law by
international courts and tribunals were contradictory.

iii) The system of filing patent applications on pharmaceutical and agricultural chemical
products under the Indian law was fully consistent with the obligation under Article 70.8 (a)
of the TRIPS Agreement. Although formally the patentability of pharmaceutical and
agricultural chemical products was not allowed by the Indian patent law, patent application
could be filed for these products through the administrative practices. To avoid patent
examiners objections on patentability of these products these patent applications were not
referred to the competent authority to be examined.?? Thus, patent applications on
pharmaceutical and agricultural chemical products would have not been refused or
withdrawn from consideration prior to the date when patent protection would become
available to them.

d) Under Article 70.9 of the TRIPS Agreement, Members have the obligation to grant exclusive

d.3%® These conditions had not occurred

marketing rights once certain conditions have occurre
with respect to any specific pharmaceutical or agricultural chemical product, and India

therefore had not violated its obligations under Article 70.9 of the TRIPS Agreement.

i) The Panel in the earlier case had incorrectly interpreted Article 70.9 of the TRIPS Agreement
as requiring implementation of its provisions before specified events had occurred and had
not based this interpretation of Article 31 of the Vienna Convention on the Law of Treaties, as
it should had. Under Article 70.9 of the TRIPS Agreement, India had to grant exclusive
marketing rights on pharmaceutical and agricultural chemical products for which a patent
application had been filed only after certain specific events had occurred.?*” These rights had
not been denied to any products at the time of the dispute.

ii) The concept of predictability of conditions of competition did not justify an interpretation
of Article 70.9 of the TRIPS Agreement according to which there had to be a mechanism in
place to provide for the grant of exclusive marketing rights before such rights were due. In

3 The Controller general of Patents, Trademarks and Designs for examination.

2¢3) A patent application had been filed in respect of that product in another Member of the WTO after 1

January 1995; (b) The other Member of the WTO had granted the patent; (c) The other Member had approved

the marketing of the product; (d) India had approved the marketing of the product.

327 (a) A patent application had been filed in respect of that product in another Member of the WTO after 1

January 1995; (b) the other Member of the WTO had granted the patent; (c) the other Member had approved
the marketing of the product; (d) India had approved the marketing of the product.
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examining India’s appeal from the report of the Panel, the Appellate Body had rejected the
Panel’s reliance on the notion of condition of competition as a means to expand the
obligations under the TRIPS Agreement. However, the Appellate Body had failed to reverse
the interpretation of Article 70.9 of the TRIPS Agreement by the Panel.

iii) Contrary to what the Appellate Body suggested, India had agreed with the United States in
the previous dispute that Article 70.9 of the TRIPS Agreement entered into effect on the date
of entry into force of the WTO Agreement. However, Article 70.9 set out an obligation to
accord exclusive marketing rights that was triggered by events which had not yet occurred.

The Panel’s findings, rulings and recommendations:

a) India had requested the Panel to dismiss the European Communities and their Member
States’ complaints as inadmissible on procedural grounds. According to India, since it was
feasible, the European Communities and their Member States would have had to bring their
complaint simultaneously with the United States’ complaint (WT/DS50). The European
Communities and their Member States disagreed and considered that no obligation to make a
complaint at a given point in time existed under Articles 9 and 10.4 of the Dispute Settlement
Understanding. In support of this argument, they cited Article 3.7 of the DSU, which provides
that Members shall exercise their judgment as to whether action under the DSU would be
fruitful, before bringing a case.

i) Article 9 of the Dispute settlement Understanding sets out procedures for multiple
complaints. The terms of Article 9 are directory or recommendatory, not mandatory: this
Article sets forth a code of conduct for the Dispute Settlement Body, without imposing any
limitation on the rights of WTO Members. A different interpretation would be contrary to the
aim of the dispute settlement mechanism as set out in Article 3.7 of the DSU: forcing a
member to make a complaint when they still wish to continue consultations would frustrate
the aim of the DSU to primarily secure a positive solution to a dispute, mutually acceptable to
the parties and consistent with the covered agreement. In the case under consideration, it
was not disputed by the parties that the complaints by the United States (WT/DS50) and the
European Communities and their Member States (WT/DS79) related to the same matter, i.e.
India’s compliance with Article 70.8 and 70.9 of the TRIPS Agreement. It was not however
“feasible” in the present case for the Dispute settlement Body to establish a single panel at
the time of the United States’ panel request in November 1996, since no request for the
establishment of a panel had been made by the European Communities that time.
Accordingly, there was no violation of Article 9.1 of the Dispute settlement Understanding.

ii) The terms of Article 10.4 had been complied with in the present case. The European
Communities and their Member States, which were a third party in the proceeding initiated
by the United States in respect of the same Indian measure, decided later to have recourse to
a panel under the DSU. This is precisely what Article 10.4 permits: the two members of the
Panel in WT/DS50 were reappointed, while the Panel Chairman, who was no longer available,
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was replaced. India’s claim regarding a violation of Article 10.4 lacked both factual and legal
basis.

iii) India was concerned on the danger of inconsistent rulings in the multilateral trade order, if
an unmitigated right to bring successive complaints by different parties based on the same
facts and legal claims were allowed. These were serious concerns, but this Panel was not the
appropriate forum to address these issues. For these reasons, India’s request for dismissal of
the EC’s complaint had to be rejected.

b) The European Communities and their Member States had asked the Panel to extend to
them its findings in the earlier dispute. India argued that they were entitled to normal dispute
settlement procedures under Article 10.4 of the DSU. His issue involved the question as to
what extent was the Panel bound by the reports by the Panel and the Appellate Body
regarding the same subject - matter in the dispute between the United States and India
(WT/DS50). That is whether there is a principle of stare decisis i.e. binding precedents in the
WTO/GATT system. A previous panel addressing the issue in the GATT context stressed the
need to maintain its precedents and certain coherence in its decisions, coherence needed to
328 The Appellate Body had clarified
that adopted panel reports are often referred to by subsequent panels and are an important

provide stability within the international trading system.

part of the GATT acquis. They create legitimate expectations among WTO Members, and,
therefore, should be taken into account where they are relevant to any dispute. However
they are not binding, except with respect to resolving the particular dispute between the

329 Therefore, the Panel, in examining WT/DS79, was not legally bound

parties to that dispute.
by the conclusions of the Panel in dispute WT/DS50 as modified by the Appellate Body report:
however, the conclusions and reasoning in the Panel and the Appellate Body reports in the
dispute WT/DS50 were going to be taken into account. The basis of the requirement to refer
to the original panel wherever possible under Article 10.4 of the DSU is formed by Article 3.2
of the DSU, which stresses the role of the WTO dispute settlement system in providing
security and predictability to the multilateral trading system and the need to avoid

inconsistent rulings.

c) The European Communities and their Member States’ claim on India’s obligation under
Article 70.8(a) of the TRIPS Agreement was identical to the United States’ claim in the case
WT/DS50. In WT/DS50, the Panel reached the conclusion that India had violated its obligation
under Article 70.8(a) of the TRIPS Agreement. A conclusion which had been upheld by the
Appellate Body, although with some modifications.>*°

i) Although as above-mentioned, this Panel was not bound by the conclusions of the Panel in
dispute WT/DS50 as modified by the Appellate Body report, it is worth noting that India had

38 GATT Panel Report, United States - Restrictions on Imports of Tuna, Complaints by the EEC and the

Netherlands, DS29/R, circulated on 19 June 1994, paragraph 3.74.

3 pppellate Body Report, Japan - Taxes on Alcoholic beverages, \WT/DS8/AB, WT/DS10/AB, WT/DS11/AB,
adopted on 1 November 1996, page. 14.

3% See page 32, WT/DS50.
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not introduced any changes to its patent regime since the adoption of the Panel and the
Appellate Body reports in dispute WT/DS50. No new development in the legal order of India
had taken place since the adoption of the Panel and the Appellate Body reports in dispute
WT/DS50. India’s arguments on the existence in India of a “mailbox system” were not
persuasive.

ii) The current Panel basically developed the same reasoning as the Panel judging dispute
WT/DS50, as upheld and modified by the Appellate Body, on this issue.*" India had not
successfully rebutted the prima facie case of violation of Article 70.8(a) that had been
established by the European Communities and their Member States in the present case. In
conclusion, India had failed to take the action necessary to implement its obligations under
subparagraph (a) of Article 70.8

d) The European Communities and their Member States’ claim on India’s obligation under
Article 70.9 of the TRIPS Agreement was identical to the United States’ claim in the case
WT/DS50. It was not contested that at the moment of the dispute there was neither
legislation nor administrative practice in place in India regarding the grant of exclusive
marketing rights on those products that satisfied the conditions of Article 70.9. The situation
had remained unchanged since the adoption of the Panel and the Appellate Body reports in
dispute WT/DS50. India also had admitted that legislation was needed to effect a system of
granting exclusive marketing rights.

i) India did not bring forward any new factual information. It only criticized the Panel and the
Appellate Body reports, pointing out certain perceived logical inconsistencies.

ii) The Panel basically developed the same reasoning of the Panel, as upheld by the Appellate
Body, on this issue. India had failed to implement its obligation under Article 70.9 to establish
a system for the grant of exclusive marketing rights to be available at any time after entry into
force of the WTO Agreement.

Pursuant to Article 3.8 of the DSU, India’s violation of its obligations under Articles 70.8 and
70.9 of the TRIPS Agreement constituted a case of prima facie nullification or impairment of
benefits accruing to the European Communities and their Member States under the TRIPS
Agreement, which India had not rebutted.

On the basis of the findings set out above, India:

- Had not complied with its obligations under Article 70.8(a) because it had failed to establish
a sound legal basis for adequately preserving novelty and priority of applications for product
patents on pharmaceutical and agricultural chemical inventions during the transitional period
to which it was entitled under Article 65 of the TRIPS Agreement;

31 See page 32, WT/DS50.
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- Had not complied with its obligations under Article 70.9 of the TRIPS Agreement because it
had failed to establish a system for the grant of exclusive marketing rights.

Further development related to the case:

a) In the India - Patents Il case, no claim had been put forward on civil and administrative
procedures and remedies. However, some scholars have drawn guidance on the
interpretation of Article 43 of the TRIPS Agreement from the Panel brief comparison between
the language of Article 70.9 and the language used in Article 42 through 48 of the Agreement:
under Article 43, Members would have an obligation to grant courts the relevant authority to
order the production of evidence by the party which does not carry the burden of proof,
rather than to take legislative measures to this effect only when a specific occasion arose.

b) Although Least Developed Countries governments were all worried about the higher prices
that stronger intellectual property rights would entail, no country was more actively involved
in opposing the TRIPS Agreement than India, including at DSU. Some scholars describe the
national sentiment in India on the issue of pharmaceutical patents as fitting perfectly with
India Gandhi’s statement at the World Health Assembly in 1982: “The idea of a better ordered
world is one in which medical discoveries will be free of patents and there will be no
profiteering from life and death.”

c) Indeed, the original India Patents Acts of 1970 had come into force in 1972. It had imposed
substantial limits on patent rights: these limits were intended to encourage indigenous
inventions and secure their production in India on a commercial scale. The patent
(amendment) Act of 1999 amended the Patent Act of 1970 to implement mail box facilities
and a system to grant exclusive marketing rights. Successive amendments were introduced. It
is however worth noting that, notwithstanding widespread apprehension, only a few
applications for exclusive marketing rights were filed in India through this mechanism (13
exclusive marketing rights applications were filed by August 2004). Some, such as the
exclusive marketing rights granted to Novartis for an anti - cancer drug, gave rise to
controversy.**

Although some amendments to its Patents Act occurred before, the critical step in India’s
implementation of its TRIPS commitments came in January 2005 with a new system that,
according to Indian industry representatives, was taking a calibrated approach to intellectual
property protection that sought to take into account concerns for public health and access to
medicines as well as the interest of the domestic industry.333

Despite these changes, there were still gaps and provisions which raised objections from
multinational pharmaceutical companies: first, there was an open issue on the protection of

32, Chaudhuri, TRIPS and Changes in Pharmaceutical Patent Regime in India, Indian Institute of Management,

Working Paper No. 535, January 2005, p. 6 - 7.

33 Office of Industries U.S. International Trade Commission, Competitive Conditions for Foreign Direct

Investment in India, Publication 3931, July 2007, p. 8-2-8-4.
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clinical trial and other data used to obtain marketing approval of pharmaceuticals that utilize
new chemical entities and the unclear obligation on data exclusivity under Article 39.3 of the
TRIPS Agreement; second, there still were some practical issues such as the backlog of
unexamined patents, the lack of patent examiner experience, lengthy pre-grant opposition
proceedings, and limited resources in the patent system. All this raised the concern that the
patent law changes had not yielded meaningful patent protection.***

The above-mentioned perceived inadequacies in India’s patent law appeared to have
impacted multinational pharmaceutical companies’ evaluation of the investment
environment in India.**

d) The two cases India - Patents | and India - Patents Il emphasized the centrality of
pharmaceutical patent issues in TRIPS implementation. Before India - Patent I, in 1995, the
Pharmaceutical Research Manufacturers of America (PhRMA) in the United States described
India as “one of the world’s worst offenders of patent rights.” The Indian patent system had
apparently been the most direct motivation for US efforts in the Uruguay Round negotiations
relating to patents, and the negotiators of the TRIPS Agreement fully expected that India’s
implementation of its TRIPS obligations would produce the most dramatic level of reforms.
Similarly, the European Communities, had stressed, in their request to join consultations
between the US and India, that the European pharmaceutical and agro-chemical industry had
an important export interest in the Indian market. On this line, the European Federation of
Pharmaceutical Industry Associations (EFPIA) had had a significant role in the European

Communities will to bring its claims against India in the WT0.3*¢

% |bid., p. 8-3-8-4.
** |bid., p. 8-5.
3o M. Correa, A. A. Yusuf. (Eds.), Intellectual Property and International Trade: The TRIPS Agreement, (Wolters

Kluwer: The Netherlands, 2008), p. 344 - 345.
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Canada - Patent Protection of Pharmaceutical Products
IP/D/11WT/DS114 - Panel Report WT/DS114/R

General Background of the case

On 19 December 1997 the European Communities their Member States requested consultations
with Canada regarding the protection of inventions in the area of pharmaceuticals. The Panel was
composed on 25 March 1999. Australia, Brazil, Colombia, Cuba, India, Israel, Japan, Poland,
Switzerland, Thailand and the United States reserved their rights as third parties to the dispute.

The Panel Report was adopted on 7 April 2000.

The dispute concerned the conformity of Section 55.2 (1) and 55.2 (2) of Canada’s Patent Act with
Canada’s obligations under the TRIPS Agreement. Under Section 55.2 (1) of Canada’s Patent Act
(the “regulatory review exception”):

“It is not an infringement of a patent for any person to make, construct, use or sell the patented
invention solely for uses reasonably related to the development and submission of information
required under any law of Canada, a province or a country other than Canada that regulates the
manufacture, construction, use or sale of any product.”

While, under Section 55.2 (2) of Canada’s Patent Act (the “stockpiling exception”):

“It is not an infringement of a patent for any person who makes, constructs, uses or sells a
patented invention in accordance with subsection (1) to make, construct or use the invention,
during the applicable period provided for by the regulations, for the manufacture and storage of
articles intended for sale after the date on which the term of the patent expire.”

Both provisions did not require the consent of the patent owner for a third party to perform these
acts and Section 55.2 (2) made reference to an “applicable period” provided for by the regulations.
Under Canada’s Manufacturing and Storage of Patented Medicines Regulations, the period to
construct or use the invention for the manufacture and storage was the six months immediately
preceding the date on which the term of the patent expired. Furthermore, both Sections had to be
considered by reference to the regulatory review procedure for drugs. Under Canada’s Food and
Drugs Act and the Therapeutic Products Programme (TPP) of the Canadian Federal Department of
Health, which was responsible to ensure that “new drugs” meet health and safety requirements,
this procedure could be extremely time consuming and take from one to two - and - a - half years
to complete.The European Communities and their Member States complained that these
provisions were not compatible with the TRIPS Agreement and namely with Articles 27.1,%7 28%%

and 33 of the TRIPS Agreement.339

**Article 27 of the TRIPS Agreement (Patentable Subject Matter):

1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions, whether products or
processes, in all fields of technology, provided that they are new, involve an inventive step and are capable of
industrial application. (5) Subject to paragraph 4 of Article 65, paragraph 8 of Article 70 and paragraph 3 of this Article,
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The complainant position: the European Communities and their Member States

The European Communities and their Member States argued that Canada violated its obligations
under the TRIPS Agreement.

a) Section 55.2 (2) and 55.2 (3) of the Patent Act together with the Manufacturing and Storage of
Patented Medicines Regulations allowed the manufacturing and stockpiling of pharmaceutical
products without the consent of the patent holder during the six months immediately prior to the
expiration of the 20 - year patent term. Therefore:

i. Canada violated its obligations under Article 28.1 to grant patent owners certain exclusive rights
such as the right to prevent third parties not having their consent to make or use the patented
product, and under Article 33 of the TRIPS Agreement to grant a term of protection for patents of
at least twenty years counted from the filing date. As an outcome of these legislations and
regulations, anybody in Canada was allowed to perform the acts of making, constructing and using
of the invention during the last six months of the patent term without the authorization of the
patent holder. Canada violated this obligation since the Canadian legislation allowed a too great
diminution of the patent owner’s rights of exclusivity.

ii. Canada violated its obligations under Article 27.1 of the TRIPS Agreement. Under Article 27.1 of
the TRIPS Agreement patents shall be available and patent rights enjoyable without discrimination
as to the field of technology. Section 55.2 (2) and the Manufacturing and Storage of Patented

patents shall be available and patent rights enjoyable without discrimination as to the place of invention, the field of
technology and whether products are imported or locally produced.
2. Members may exclude from patentability inventions, the prevention within their territory of the commercial
exploitation of which is necessary to protect ordre public or morality, including to protect human, animal or plant life
or health or to avoid serious prejudice to the environment, provided that such exclusion is not made merely because
the exploitation is prohibited by their law.
3. Members may also exclude from patentability:
(a) diagnostic, therapeutic and surgical methods for the treatment of humans or animals;
(b) plants and animals other than micro - organisms, and essentially biological processes for the production of
plants or animals other than non - biological and microbiological processes. However, Members shall provide
for the protection of plant varieties either by patents or by an effective suigeneris system or by any
combination thereof. The provisions of this subparagraph shall be reviewed four years after the date of entry
into force of the WTO Agreement.
Article 28 of the TRIPS Agreement (Rights Conferred):

1. A patent shall confer on its owner the following exclusive rights:

338

(a) where the subject matter of a patent is a product, to prevent third parties not having the owner’s consent
from the acts of: making, using, offering for sale, selling, or importing (6) for these purposes that product;
(b) where the subject matter of a patent is a process, to prevent third parties not having the owner’s consent
from the act of using the process, and from the acts of: using, offering for sale, selling, or importing for these
purposes at least the product obtained directly by that process.
2. Patent owners shall also have the right to assign, or transfer by succession, the patent and to conclude licensing
contracts.
3 Article 33 of the TRIPS Agreement (Term of Protection):
The term of protection available shall not end before the expiration of a period of twenty years counted from the
filing date.
Note: It is understood that those Members which do not have a system of original grant may provide that the term of
protection shall be computed from the filing date in the system of original grant.
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Medicines Regulations applied only to pharmaceutical products and did not provide for the 20 -
year term of patent protection under the TRIPS Agreement (but only for a 19%-year term of
protection). Section 55.2 (2) of the Canadian legislation applied in practice only to product and
process patents in the field of pharmaceutical products. This provision was inoperative alone and
created legal effects only through regulations. However, only regulations in the field of
pharmaceuticals had been promulgated and, as a consequence, the legislation could not apply to
any other product but pharmaceutical patents. Therefore, the Canadian legislation treated
pharmaceutical inventions less favorably than inventions in all other fields of technology and
discriminated against them.

b) Section 55.2 (1) of the Patent Act allowed all activities related to the development and
submission of information required to obtain marketing approval for pharmaceutical products
carried out by a third party without the consent of the patent holder at any time during the patent
term. Therefore:

i. Canada violated its obligations under Article 28.1 of the TRIPS Agreement. As an outcome of this
legislation, there was a too great diminution of the patent owner’s rights of exclusivity required by
this Article.

ii. Canada violated its obligations under Article 27.1 of the TRIPS Agreement. While Section 55.2
(1) of the Canadian Patent Act did not mention expressly pharmaceuticals or medicines and read
as if this provision would apply to all fields of technology, it did in practice only apply to
pharmaceuticals. This became apparent from the legislative history of this provision and was
confirmed by Canada in the formal consultations under the DSU.

c) In support of the arguments presented and as an outcome of Sections 55.2 (1) and 55.2 (2) of
the Patent Act together with the Manufacturing and Storage of Patented Medicines Regulations,
the pharmaceutical industries of the European Communities and its Member States had suffered
economic losses.

This constituted prima facie nullification or impairment under Article 64.1 of the TRIPS Agreement,
Article XXIII of GATT 1994 and Article 3.8 of the DSU. Canada should have brought its domestic
legislation into conformity with its obligations under the TRIPS Agreement.

The defendant position: Canada

Canada requested the Panel to reject the complaints of the European Communities and their
Member States.

a) Neither of these provisions discriminated, within the meaning of Article 27 of the TRIPS
Agreement, as to the field of technology in which any relevant invention had occurred. The
prohibition in Article 27.1 against discrimination on the basis of field of technology does not apply
to allowable limited exceptions. However, if the Panel were to find Article 27.1 applicable, neither
of these provisions discriminated, within the meaning of Article 27 of the TRIPS Agreement, since
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the limited exceptions of Section 55.2 (1) and 55.2 (2) were not expressly related to any particular
field of technology.

b) Neither of these provisions reduced the minimum term of protection referred to in Article 33 of
the TRIPS Agreement to a term that was less than that minimum, because they did nothing to
impair a patentee's right to exploit its patent for the full term of protection by working the patent
for its private commercial advantage, leaving the monopoly of commercial exploitation and the
exclusivity of economic benefits unimpaired for the life of the patent.

c) Both Sections 55.2 (1) and 55.2 (2) of the Patent Act conformed with Canada's obligations under
the TRIPS Agreement. These provisions represent both exceptions to the right conferred under
Article 30 of the TRIPS Agreement.340

i. First, these two measures were “limited exceptions” within the meaning of Article 30. They
allowed patent owners complete freedom to exploit their rights throughout the full term of patent
protection, leaving the monopoly of commercial exploitation and the exclusivity of economic
benefits unimpaired for the life of the patent.

ii. Second, there was no conflict with a normal exploitation of a patent or prejudice to the
legitimate interests of the patent owner, since they only affected the patent owner's commercial
exploitation after the patent had expired.

iii. Third, these measures both took into account Canada’s national interest, social welfare and the
achievement of a balance between rights and obligations. These were recognized objectives under
Article 7 of the TRIPS Agreement.

iv. Fourth, Canada took account of the legitimate interests of third parties when it adopted these
measures. This was reflected in the fact that these measures allowed potential competitors to
compete freely with the patentee after the patent expired, consistent with the policy of full
competition underlying the requirement of Article 29 of the TRIPS Agreement that, in return for
the grant of patent protection, patentees must disclose their inventions to the public. They sought
to protect public health - a value recognized in Article 8.1 of the TRIPS Agreement - through
promoting access to cost-effective generic medicines following patent expiry and, in this
connection, they took into account the legitimate interests of individuals, private insurers and
public sector entities that financed health care in maintaining access to affordable medicines.
Article 30 allowed uses that did not unreasonably conflict with a normal exploitation of the patent
or unreasonably prejudice the legitimate interests of the patent owner, taking account of the
legitimate interests of third parties.

d) In addition, as for the “regulatory review exception”, two further considerations applied.

9 Article 30 of the TRIPS Agreement (Exceptions to Rights Conferred):

Members may provide limited exceptions to the exclusive rights conferred by a patent, provided that such exceptions
do not unreasonably conflict with a normal exploitation of the patent and do not unreasonably prejudice the
legitimate interests of the patent owner, taking account of the legitimate interests of third parties.
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i. Some support for this measure could be found in the negotiating history of Article 30 of the
TRIPS Agreement. The 1984 United States regulatory review exception, known as the “Bolar
exemption” was similar to Section 55.2 (1) of Canada's Patent Act. The United States “Bolar
exemption” was well known during the negotiation of Article 30, and governments were aware
that the United States intended to secure an exception that would permit it to retain its “Bolar
exemption” and that the United States agreed to the general language of Article 30 on the
understanding that the provision would do so.

ii. Subsequent practices of certain WTO Members confirmed the possibility to adopt such a
“regulatory review exception”. After the conclusion of the TRIPS Agreement other six WTO
Members adopted legislation containing similar regulatory review exceptions (Argentina,
Australia, Hungary and Israel) or interpretations of existing patent law confirming exemptions for
regulatory review submissions (Japan and Portugal). According to Article 31(3) (b) of the Vienna
Convention, these subsequent practices by parties to the agreement confirmed its interpretation
that regulatory review exceptions are authorized by TRIPS Article 30.

Panel findings, rulings and recommendations:

The Panel started by considering the two Canadian measures at issue, the claims of the parties to
the dispute, the principles of interpretation and the burden of proof.

a) The first claims of violation concerned Section 55.2 (2), the “stockpiling exception”. TRIPS
Agreement contains two provisions authorizing exceptions to the exclusionary patent rights laid
down in Article 28 - Articles 30 and 31.3** Of these two, Article 30 - the so-called limited exceptions

*1 Article 31 of the TRIPS Agreement (Other Use Without Authorization of the Patent Holder):

Where the law of a Member allows for other use (7) of the subject matter of a patent without the authorization of the
right holder, including use by the government or third parties authorized by the government, the following provisions
shall be respected:

(a) authorization of such use shall be considered on its individual merits;

(b) such use may only be permitted if, prior to such use, the proposed user has made efforts to obtain authorization
from the right holder on reasonable commercial terms and conditions and that such efforts have not been successful
within a reasonable period of time. This requirement may be waived by a Member in the case of national emergency
or other circumstances of extreme urgency or in cases of public non - commercial use. In situations of national
emergency or other circumstances of extreme urgency, the right holder shall, nevertheless, be notified as soon as
reasonably practicable. In the case of public non - commercial use, where the government or contractor, without
making a patent search, knows or has demonstrable grounds to know that a valid patent is or will be used by or for
the government, the right holder shall be informed promptly; (c) the scope and duration of such use shall be limited to
the purpose for which it was authorized, and in the case of semi - conductor technology shall only be for public non -
commercial use or to remedy a practice determined after judicial or administrative process to be anti-competitive;

(d) such use shall be non - exclusive;
(e) such use shall be non - assignable, except with that part of the enterprise or goodwill which enjoys such use;

(f) any such use shall be authorized predominantly for the supply of the domestic market of the Member authorizing
such use;

(g) Authorization for such use shall be liable, subject to adequate protection of the legitimate interests of the persons
so authorized, to be terminated if and when the circumstances which led to it cease to exist and are unlikely to recur.
The competent authority shall have the authority to review, upon motivated request, the continued existence of these
circumstances;
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provision - had been invoked by Canada in the present case. Canada argued that Section 55.2 (2)
complied with each of the three conditions of Article 30, while the European Communities argued
that Section 55.2 (2) failed to comply with any of the three conditions.

Both parties agreed on the basic structure of Article 30. Article 30 establishes three criteria that
must be met in order to qualify for an exception: (1) the exception must be “limited”; (2) the
exception must not “unreasonably conflict with normal exploitation of the patent”; (3) the
exception must not “unreasonably prejudice the legitimate interests of the patent owner, taking
account of the legitimate interests of third parties”. It was clear that the three conditions are
cumulative, each being a separate and independent requirement that must be satisfied for a
measure to fall under the scope of Article 30.

Canada invoked as well a number of other provisions of the TRIPS Agreement which were relevant
to the purpose and objective of Article 30. These provisions were the text of the first recital in the
Preamble to the TRIPS Agreement,342 to part of the text of Article 1.1.,** Article 7 and Article 8.1
of the TRIPS Agreement.***

(h) the right holder shall be paid adequate remuneration in the circumstances of each case, taking into account the
economic value of the authorization;

(i) the legal validity of any decision relating to the authorization of such use shall be subject to judicial review or other
independent review by a distinct higher authority in that Member;

(j) any decision relating to the remuneration provided in respect of such use shall be subject to judicial review or other
independent review by a distinct higher authority in that Member;

(k) Members are not obliged to apply the conditions set forth in subparagraphs (b) and (f) where such use is permitted
to remedy a practice determined after judicial or administrative process to be anti-competitive. The need to correct
anti-competitive practices may be taken into account in determining the amount of remuneration in such cases.
Competent authorities shall have the authority to refuse termination of authorization if and when the conditions
which led to such authorization are likely to recur;

() where such use is authorized to permit the exploitation of a patent (“the second patent”) which cannot be
exploited without infringing another patent (“the first patent”), the following additional conditions shall apply:

(i) the invention claimed in the second patent shall involve an important technical advance of considerable
economic significance in relation to the invention claimed in the first patent;

(ii) the owner of the first patent shall be entitled to a cross - license on reasonable terms to use the invention
claimed in the second patent; and

(iii) the use authorized in respect of the first patent shall be non - assignable except with the assignment of

the second patent.

2 The first recital in the Preamble of the TRIPS Agreement reads as follows:

"Desiring to reduce distortions and impediments to international trade, and taking into account the need to promote
effective and adequate protection of intellectual property rights, and to ensure that measures and procedures to
enforce intellectual property rights do not themselves become barriers to legitimate trade;" (emphasis added by

Canada).

>3 Article 1 of the TRIPS Agreement (Nature and Scope of Obligations):

1. Members shall give effect to the provisions of this Agreement. Members may, but shall not be obliged to,
implement in their law more extensive protection than is required by this Agreement, provided that such protection
does not contravene the provisions of this Agreement. Members shall be free to determine the appropriate method of
implementing the provisions of this Agreement within their own legal system and practice.

2. For the purposes of this Agreement, the term “intellectual property” refers to all categories of intellectual property
that are the subject of Sections 1 through 7 of Part Il

3. Members shall accord the treatment provided for in this Agreement to the nationals of other Members. (1) In
respect of the relevant intellectual property right, the nationals of other Members shall be understood as those
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i. Article 30 is very existence amounts to a recognition that the definition of patent rights
contained in Article 28 would need certain adjustments. On the other hand, the three limiting
conditions attached to Article 30 testify strongly that the negotiators of the Agreement did not
intend Article 30 to bring about what would be equivalent to a renegotiation of the basic balance
of the Agreement.

ii. As for the three criteria that must be met in order to qualify for an exception under Article 30 of
the TRIPS Agreement were met in the case under its consideration, the first criterion was for an
exception to be “limited”. Article 30 stipulates that “Members may provide limited exceptions to
the exclusive rights conferred by a patent”. By using the term “limited exception”, it is clear that
the word “limited” must be given a meaning separate from the limitation implicit in the word
“exception” itself and the exception must be a narrow one. The European Communities and its
Member States correctly argued that an interpretation that is “/imited” is to be measured by the
extent to which the exclusive rights of the patent owner have been curtailed. Conversely, it could
not be supported Canada’s view that the curtailment of the patent owner's legal rights is “limited”
just so long as the exception preserves the exclusive right to sell to the ultimate consumer during
the patent term. Following this latter argument, one would have supported the idea that the
essential right conveyed by a patent is the right to exclude sales to consumers during the patent
term, while the rights to exclude “making” and “using” the patented product during the term of
the patent would have been in some way secondary. To the contrary, there is no support for
creating such a hierarchy of patent rights within the TRIPS Agreement.

iii. For these reasons, the “stockpiling exception” of Section 55.2 (2) constituted a substantial
curtailment of the exclusionary rights required to be granted to patent owners under Article 28.1
of the TRIPS Agreement and could not be considered a “limited exception” within the meaning of
Article 30 of the Agreement. No definition was however provided as for the level of curtailment

natural or legal persons that would meet the criteria for eligibility for protection provided for in the Paris Convention
(1967), the Berne Convention (1971), the Rome Convention and the Treaty on Intellectual Property in Respect of
Integrated Circuits, were all Members of the WTO members of those conventions. (2) Any Member availing itself of
the possibilities provided in paragraph 3 of Article 5 or paragraph 2 of Article 6 of the Rome Convention shall make a
notification as foreseen in those provisions to the Council for Trade - Related Aspects of Intellectual Property Rights
(the “Council for TRIPS”).

(emphasis added on the part referred to by Canada).

% Article 7 of the TRIPS Agreement (Objectives):

The protection and enforcement of intellectual property rights should contribute to the promotion of technological
innovation and to the transfer and dissemination of technology, to the mutual advantage of producers and users of
technological knowledge and in a manner conducive to social and economic welfare, and to a balance of rights and
obligations.

Article 8 of the TRIPS Agreement (Principles):

1. Members may, in formulating or amending their laws and regulations, adopt measures necessary to protect public

health and nutrition, and to promote the public interest in sectors of vital importance to their socio - economic and
technological development, provided that such measures are consistent with the provisions of this Agreement.

2. Appropriate measures, provided that they are consistent with the provisions of this Agreement, may be needed to
prevent the abuse of intellectual property rights by right holders or the resort to practices which unreasonably
restrain trade or adversely affect the international transfer of technology.
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that would be disqualifying. Section 55.2 (2) was inconsistent with Canada's obligations under
Article 28.1 of the Agreement and this conclusion, in turn, made it unnecessary to consider any of

the other claims of inconsistency raised by the European Communities and its Member States.>*®

b) The second claims of violation concerned Section 55.2 (1), the “regulatory review exception”.
Both parties agreed that, if the regulatory review exception of Section 55.2 (1) met the conditions
of Article 30 of the TRIPS Agreement, the acts permitted by that Section would not be in violation
of Article 28.1 of the TRIPS Agreement. Canada argued that Section 55.2 (1) complies with each of
the three conditions of Article 30. The European Communities argued that Section 55.2 (1) failed
to comply with any of the three conditions.

i. The first criterion for an exception to fall under the scope of Article 30 is that the exception must
be limited. As above mentioned, with regard to the parties to the dispute’s position, Canada had
asserted that the regulatory review exception of Section 55.2 (1) can be regarded as “limited”
because the rights given to third parties did not deprive the patent holder of his right to exclude all
other “commercial sales” of the patented product during the term of the patent. Conversely, the
European Communities and its Member States argued that the regulatory review exception was
not limited, since it diminished too much the patent owner's rights of exclusivity required by
Article 28.1 of the TRIPS Agreement.

Canada's regulatory review exception was a “limited exception” within the meaning of TRIPS
Article 30. It was “limited” because of the narrow scope of its curtailment of Article 28.1 rights.

ii. The second condition of Article 30 prohibits exceptions that “unreasonably conflict with a
normal exploitation of the patent”.

“Exploitation” refers to the commercial activity by which patent owners employ their exclusive
patent rights to extract economic value from their patent. The normal practice of exploitation by
patent owners, as with owners of any other intellectual property right, is to exclude all forms of
competition that could detract significantly from the economic returns anticipated from a patent's
grant of market exclusivity. The regulatory review exception of Section 55.2 (1) did not conflict
with a normal exploitation of patents, within the meaning of the second condition of Article 30 of
the TRIPS Agreement. The fact that no conflict had been found made it unnecessary to consider
the question of whether, if a conflict were found, the conflict would be “unreasonable”.

iii. The third condition of Article 30 is the requirement that the proposed exception must not
“unreasonably prejudice the legitimate interests of the patent owner, taking into account the
legitimate interests of third parties”. The ultimate issue with regard to the regulatory review
exception's compliance with the third condition of Article 30 involved similar considerations to
those arising under the second condition(“normal exploitation”) - the fact that the exception
would remove the additional period of de facto market exclusivity that patent owners could
achieve if they were permitted to employ their rights to exclude “making” and “using” (and

3 Accordingly, the Panel did not consider the claims of inconsistency under the second and third conditions of Article

30, the claim of inconsistency with TRIPS Article 27.1, and the claim of inconsistency with Article 33.
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“selling”) the patented product during the term of the patent to prevent potential competitors
from preparing and/or applying for regulatory approval during the term of the patent.

Canada had demonstrated that Section 55.2 (1) of Canada's Patent Act did not prejudice
“legitimate interests” of affected patent owners within the meaning of Article 30.

iv. Having reviewed the conformity of Section 55.2 (1) with each of the three conditions for an
exception under Article 30 of the TRIPS Agreement, Section 55.2 (1) did satisfy all three conditions
of Article 30, and thus was not inconsistent with Canada's obligations under Article 28.1 of the
TRIPS Agreement.

v. The European Communities and their member States claimed that Section 55.2 (1) of the
Canada Patent Act was conflicting with the obligations under Article 27.1 of the TRIPS Agreement.
According to them, despite the potential coverage of many industries and the absence of any
specific reference to the pharmaceutical patents sector, pharmaceuticals were the only products
mentioned in Canada’s 1991 legislative debates on the enactment of the provision under
consideration and it had applied in effect only to pharmaceutical industries. For the European
Communities and their Member States on the one hand the legal scope of the measure was
governed by the legislative history’s reference only to pharmaceutical determining a de jure
discrimination, that is a discrimination already present in the provision; on the other, since the
actual effects of this provision were limited to pharmaceutical products, there was a de facto
discrimination, that is a discrimination as an outcome of the application of the provision.

Canada denied both claims. In particular, the wording of the provision made it clear that the
exception was available to any product for which marketing approval was needed.

The anti - discrimination rule of Article 27.1 does apply to exceptions of the kind authorized by
Article 30. As for the question of whether Section 55.2 (1) of the Canadian Patent Act
discriminated as to fields of technology, although there have been numerous legal rulings under
the GATT and the WTO on de jure and de facto claims of discrimination, according to the WTO
Appellate Body each rulings had a precise legal text in issue and it is not possible to consider them
as applications of the general concept of discrimination. It is worth to stress that “discrimination”
means something different than “differentiation”. It is, in this sense, a pejorative or negative term.
As for the claim of de jure discrimination, the European Communities and their Member States did
not explain why the scope of the provision under consideration should have been considered as
limited to pharmaceutical products. Therefore, the words of the statute had to be considered
decisive in accepting Canada’s argument on the availability of this exception to any product
subject to marketing approval requirements. As for the claim of de facto discrimination, there was
no systematic information on the industries that had actually made use of the provision, nor was it
demonstrated that the provision under discussion had a discriminatory purpose. It is true that in
the public discussion concerning the provision under consideration all relevant participants had
been concerned with the impact of the measure on pharmaceutical products and Canada did not
contest this issue. However, although the primary reason for adopting this provision was to
promote competition in the pharmaceutical sector, this provision was important for many other
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areas where the same problems occurred. Legislative actions with a broad scope are normally
driven by individual problems and the arguments by the European Communities and their
Member States were not persuasive evidence of a discriminatory purpose. Therefore, there was
no plausible claim of discrimination under Article 27.1 of the TRIPS Agreement. Section 55.2 (1)
was not inconsistent with Canada's obligations under Article 27.1 of the TRIPS Agreement.

In light of the findings above, Section 55.2 (1) of Canada's Patent Act was not inconsistent with
Canada’s obligations under Article 27.1 and Article 28.1 of the TRIPS Agreement.

Section 55.2 (2) of Canada's Patent Act was not consistent with the requirements of Article 28.1 of
the TRIPS Agreement.

Accordingly, the Dispute Settlement Body had to request that Canada bring Section 55.2 (2) into
conformity with Canada's obligations under the TRIPS Agreement.

Follow up to the dispute:

a) After the circulation and the adoption of the Panel Report by the WTO Dispute Settlement Body
European Communities and their Member States requested that the “reasonable period of time”
for compliance be determined by means of binding arbitration as provided for in Article 21.3(c)
DSU.

The arbitrator, rendering his Award on 18 August 2000, determined that the reasonable period of
time for Canada to implement the recommendations and rulings of the DSB in this case was six
months from the date of adoption of the Panel Report by the DSB on 7 April 2000. The reasonable
period of time was thus ending on 7 October 2000.

b) The Doha Declaration on the TRIPS Agreement and Public Health, adopted at the WTO
Ministerial Conference of 2001**° has been eminently regarded as a “further development” since

347

the Canada - Pharmaceutical Patents case.”’ The Doha Declaration recognized certain flexibilities,

including that “each provision of the TRIPS Agreement shall be read in the light of the object and
purpose of the Agreement as expressed, in particular, in its objectives and principles”.348 In this
sense, it is important to note that the Doha Declaration affirms the right of member Parties to
take advantage of the TRIPS Agreement but refers more specifically to compulsory licensing and

parallel importation.>*°

c) This case, together with the US - Section 110(5) Copyright Act and US - Section 211
Appropriations Act cases, India - Patents (US) and Canada - Patent Term cases, was one of the
WTO TRIPS cases were the negotiating history of the TRIPS Agreement played a prominent role in

36 Ministerial Conference, Doha Declaration on the TRIPS Agreement and Public Health, adopted on 14 November

2011, WT/MIN(01)/DEC/2, dated 20 November 2001.

*'p. Van den Bossche, The Law and Policy of the World Trade Organization: Text, Cases and Materials, (Cambridge:

Cambridge University Press, 2011), p. 745.

38 Ibid., para. 5.

. Abbott, UNCTAD Course on Dispute Settlement in International Trade, Investment and Intellectual Property -

World Trade Organization, 3.14 TRIPS, (2003), p. 10.
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driving the decision of the Panel.*® To the contrary, Article 7 and 8 of the TRIPS Agreement, which
were invoked in many cases including the one under consideration, have not been considered

351

decisive in influencing the outcome of them.™" In addition, the Panel did not resolve the many

questions surrounding the meaning of Article 30 of the TRIPS Agreement.>>?

d) The Canada - Pharmaceutical Patents case has been as well heavily criticized: the Panel has
been accused of ignoring the balance and mutual advantage that intellectual property should
create in a society and to have interpreted the TRIPS Agreement from the perspective of
intellectual property right holders. Even if Canada was satisfied with the ruling and the decision of
this case could appear as a victory for those pushing for limitation of intellectual property rights in
the face of public policy reasons, this is not the case. Both provisions (the “stockpiling exception”
and “regulatory review exception”) are extremely important in achieving social goals related to the
low cost of medications or facilitating entry into market. The result is a decision completely
abstracted from competing social interests and a reduced range of regulatory diversity permitted
under the TRIPS.**?

e) Part of the criticism has touched upon the reasoning and decision of the Panel on Article 27.1 of
the TRIPS Agreement. In particular, it has been underlined that the Panel substantially
superimposed the “technological neutrality principle” of Article 27.1 on Article 30. However,
Article 27.1 relates to specific issues and, according as well to its position in the TRIPS Agreement,
is not and does not possess the character of a general provision or a basic principle (allowing this

superimposition.)***

f) The Canada - Pharmaceutical Patents Panel’s narrow interpretation of Article 30 could have an
impact, to some extent, on the untested possibility to use Article 30 as an exception for the
production and export by third parties of patented medicines 30 as an alternative route to
compulsory licenses.*>

*%14., p. 38.
*1d., p.9
Id., p. 21.

R. Howse, The Canadian generic Medicines Panel: A Dangerous Precedent in Dangerous Times, the Journal of World

Intellectual Property, Vol. 3, Issue 4, (July 2000), p. 494 - 495.
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G. B. Dinwoodie, R. C. Dreyfuss, WTO Dispute Resolution and the Preservation of the Public Domain of Science
Under International Law, in K. Maskus, J. H. Reichmann (Eds.), International Public Goods and Transfer of Technology
Under Globalized Intellectual Property Regime, (Cambridge University Press 2005), p. 879.

BPE M. Abbott, J. H. Reichmann, The Doha Round’s Public Health Legacy: Strategies for the Production and Diffusion
of Patented Medicines Under the Amended TRIPS Provisions , Journal of International Economic Law 10 (4), p. 956 -
957.
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Canada - Term of Patent Protection
IP/D/17/WT/DS170 - Panel Report WT/DS170/R
IP/D/17/WT/DS170 - Appellate Body Report WT/DS170/AB/R

General background of the case

On 6 May 1999, the United States requested consultations with Canada regarding the term of
protection granted to patent holders under the Canadian patent law. Failing to reach a mutually
satisfactory solution to the dispute, a Panel was established on 22 September 1999.

The dispute related to the conformity of Canada’s Patent Act (Section 45) with Canada’s
international obligations under the Article 33 of the TRIPS Agreement relating Term of protection
for patents. Indeed, Under the Canadian Patent Act effective 1 October 1989, patents filed before
1 October 1989 had a duration of 17 years from the date on which the patent was issued:>*° this
was the historical term for patents in Canada. At the same time the said law provided for new rule,
establishing a different term of protection (20 years from the filing date) for patents filed on or
after 1 October 1989,*” more in line with existing legislation in many trade partner countries of
Canada.

These two provisions of Canada’s Patent Act (1989) therefore served the purpose of effecting a
transition from a term of protection of 17 years from the grant of a patent to a system allowing a
20 years term of protection from the filing of the patent.

Since these provisions of the Canadian patent law were brought into force on 1 October 1989, this
very date of 1 October 1989 was the chosen date by the Canadian Legislator to apply different
terms of protection for patents filed either before and on or after the date.

Successively, Canada joined the WTO as a Founding Member, and the WTO TRIPS Provisions fully
38 Under Article 33 of the TRIPS Agreement the term
of protection available for patents shall not end before the expiration of a period of twenty years

applied to Canada effective 1 January 1996.

counted from the filing date.

The legal issue at stake had much practical consequences for right holders: according to some non
- criticized statistics, it was considered that as of 1 October 1996, around 40 per cent of the

% Section 45 of Canada’s Patent Act:

“45. Subject to Section 46, the term limited for the duration of every patent issued under this Act on the basis of an
application filed before October 1, 1989, is seventeen years from the date on which the patent is issued.”

7 Section 44 of Canada’s Patent Act:

“44. Subject to Section 46, where an application for a patent is filed under this Act on or after October 1, 1989, the

term limited for the duration of the patent is twenty years from the filing date.”

8 As per WTO TRIPS Rules, The TRIPS Agreement gives all WTO Members transitional periods so that they can meet

their obligations under it. The transitional periods, which depend on the level of development of the country
concerned, are contained in Articles 65 and 66. Developed country Members have had to comply with all of the
provisions of the TRIPS Agreement since 1 January 1996
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patents filed before 1 October 1989 would have expired in less than 20 years from their
application date measured from their filing dates: therefore the question was whether Patent
right holders, with a Patent Term limited to 17 years after granting, would enjoy a shorter term of
protection than the 20 years period of time as of filing date established under the TRIPS
Agreement, and whether Canada’s TRIPS obligations were consistent in respect of patents filed
before 1 October 1989.

Legal basis: related provisions in TRIPS and brief interpretation
Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations:

“1. Members shall give effect to the provisions of this Agreement. Members may, but shall not be
obliged to, implement in their law more extensive protection than is required by this Agreement,
provided that such protection does not contravene the provisions of this Agreement. Members
shall be free to determine the appropriate method of implementing the provisions of this
Agreement within their own legal system and practice.”

The TRIPS Agreement is a minimum standard agreement: Article 1.1 stipulates that Members may
implement more stringent standards of protection of intellectual property rights than those
required by the Agreement, but they have no obligation to do so, so long as they do not
contravene to the obligations of the Agreement. (Panel Report, para. 6.87)

Article 33 of the TRIPS Agreement, Term of Protection:

“The term of protection available shall not end before the expiration of a period of twenty years
counted from the filing date.”

The language of Article 33, which refers to a period that “shall not end before” a 20 - year term of
protection as of the filing date, suggests that this is a minimum term of protection for patents to
be made available by Members. This idea is supported by Article 1.1 of the TRIPS Agreement,
which forms part of the context of Article 33. (Panel Report, paras. 6.85 - 6.86)

The word “available” in Article 33 reflects the fact that patent rights holders must pay fees from
time to time to maintain their term of protection. Patent holders have the right to maintain the
exclusive rights conferred by the patent (Panel Report, Para. 6.110). As such it must be “available”
to everyone and not only to those who are able to meander successfully through a maze of
administrative procedures. (Appellate Body, para. 92 - 95)

Article 70.1 of the TRIPS Agreement, Protection of Existing Subject Matter:

“1. This Agreement does not give rise to obligations in respect of acts which occurred before the
date of application of the Agreement for the Member in question.”

The word “acts” of Article 70.1 is different from the term “subject matter...which is protected” of
Article 70.2 of the TRIPS Agreement. The administrative act of granting a patent results in the
protection of the underlying “subject matter” and this protection is still existing and can continue
past 1 January 1996. (Panel Report, para. 6.41)
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Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter:

“2. Except as otherwise provided for in this Agreement, this Agreement gives rise to obligations in
respect of all subject matter existing at the date of application of this Agreement for the Member
in question, and which is protected in that Member on the said date, or which meets or comes
subsequently to meet the criteria for protection under the terms of this Agreement. In respect of
this paragraph and paragraphs 3 and 4, copyright obligations with respect to existing works shall
be solely determined under Article 18 of the Berne Convention (1971), and obligations with respect
to the rights of producers of phonograms and performers in existing phonograms shall be
determined solely under Article 18 of the Berne Convention (1971) as made applicable under
paragraph 6 of Article 14 of this Agreement.”

Article 70.2 gives rise to obligations under the TRIPS Agreement in respect to all subject matter
protected on the date of application of the TRIPS Agreement. Reading Article 70.2 together with
Article 27 of the TRIPS Agreement makes clear that inventions are the relevant subject matter, the
three criteria to be met for patentability (novelty, inventive step and usefulness) are the
requirements for their protection and a patent is the form of protection. Therefore, the term
“subject matter...which is protected” on the date of application of the TRIPS Agreement, include
inventions that were under patent protection on 1 January 1996 (Panel Report, para. 6.33 - 6.36)

The phrase “except as otherwise provided for in this Agreement” creates an exception relevant
only where another provision is inconsistent with this first sentence, in which case the other
provision prevails. Since the word “acts” and the term “subject matter” are different concepts with
disparate meanings, Article 70.1 does provide otherwise with regard to Article 70.2 and
consequently does not fall within the exception and does not set aside Article 70.2. (Panel Report,
para. 6.44)

Article 62.2 of the TRIPS Agreement, PART IV - Acquisition and maintenance of intellectual
property rights and related inter - partes procedures:

“2. Where the acquisition of an intellectual property right is subject to the right being granted or
registered, Members shall ensure that the procedures for grant or registration, subject to
compliance with the substantive conditions for acquisition of the right, permit the granting or
registration of the right within a reasonable period of time so as to avoid unwarranted curtailment
of the period of protection.”

Article 62.2 contains a different obligation than the one of Article 33 and prohibits acquisition
procedures which lead to unwarranted curtailment of the period of protection. Article 62.2 allows
some curtailment of the term of protection of a patent due to a later commencement date, but it
does not allow a reduction of the expiration period. (Panel Report, paras. 6.94 - 6.95)

Article 4.9 of the TRIPS Agreement, Consultations:

“9. In cases of urgency, including those which concern perishable goods, the parties to the dispute,
panels and the Appellate Body shall make every effort to accelerate the proceedings to the
greatest extent possible.”
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The Complainant position: the United States

The United States argued that Canada violated its obligations under the TRIPS Agreement and that
there was a matter of urgency in settling it.

a) Under Article 4.9 of the Dispute Settlement Understanding, in cases of urgency, the parties to
the dispute, panels and the Appellate Body shall make every effort to accelerate the proceedings
to the greatest extent possible. The cases of urgency could be determined by various reasons,
including concerns on perishable goods. The USA argued that this dispute had to be subject to
expedited consideration on the grounds that premature expiration of patents during the dispute
settlement procedure could cause irreparable harm to the patent owners. The reasons for
expedited consideration were the alleged simplicity of the issues in dispute, the absence of third
parties and other non - specified circumstances.

b) On substance, under the Canadian patent law, different terms of protection were provided for
patents depending on the date of their filing. For patents filed before a certain date (1 October
1989) and still in force on 1 January 1996 (date on which Canada, as a developed country, had to
comply with the Agreement) the term of protection was 17 years from grant. However, the TRIPS
Agreement requires a 20 - year term of protection counted from the date of filing, and under the
TRIPS Agreement, obligations arise in respect of all patents existing at the date of the application
of the Agreement.

i) Under the TRIPS Agreement, Canada had an obligation to apply the provisions of the Agreement
to all patents existing at the date of application of the TRIPS Agreement (since January 1996).%*°
Canada had violated its obligations under the TRIPS Agreement, since its patent law did not
comply entirely with the term of protection of patents required by the TRIPS Agreement.

ii) The obligations of the TRIPS Agreement are in respect of all subject matter existing and
protected at the date of application of the Agreement.s60 This means that the obligations of the
TRIPS Agreement apply to patents, to patented inventions, to protected inventions, to inventions
that may already be patented, all existing at the date of the application of the Agreement.
Accordingly, under the TRIPS Agreement, Canada had the obligation to make available a term of
protection of 20 years from the filing date for all patents applied for and still in force on 1 January
1996.%%

iii) The TRIPS Agreement does not give rise to obligations in respect of acts that occurred before

362

the date of application of the Agreement.”™ However, patents filed before 1 October 1989 and

still in force on 1 January 1996 could not be considered “acts” occurred before the date of

> Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter; the TRIPS Agreement came into effect

on 1 January 1995, but developed countries had the obligation to comply with all the provisions of the Agreement
since 1 January 1996.

% Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.
Article 33 of the TRIPS Agreement, Term of Protection.
Article 70.1 of the TRIPS Agreement, Protection of Existing Subject Matter.
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application of the Agreement. This interpretation had the advantage of avoiding any conflict
between two different provisions of the TRIPS Agreement and gave them both meaning. A
different interpretation would have excluded all intellectual property rights that existed before
1996 from the operation of the TRIPS Agreement.

iv) It is true that the obligations of the TRIPS Agreement are in respect of all subject matter
existing and protected at the date of application of the Agreement, “except as otherwise provided
for in the TRIPS Agreement,”363 but this had no bearing on the legal issues involved in this case. No
other provision considered in the case provided otherwise. A different interpretation would
essentially read the provision applying the obligations of the Agreement on subject matter existing
at the date of its application out of the Agreement.

v) Canada had acknowledged that pre-1996 acts did not preclude the applications of other
obligations under the TRIPS Agreement to existing subject matter,*** but was unable to distinguish
and explain the difference between these obligations and the one on the term of protection.

c) Under the Canadian patent law, patents filed before 1 October 1989 had a 17 - year term of
protection from the date of issuance of the patent. A significant number of these patents still in
force at the date of the application of the TRIPS Agreement would have expired in less than 20
years measured from their filing dates.>®

i) Under Article 33 the TRIPS Agreement, Members have the obligation to grant to patent holders
no less than a 20 - year term of protection before the expiration of the patent counted from the
filing date. This is a minimum term obligation (no less than 20 - year term of protection) and this
interpretation is supported contextually by other provisions of the Agreement that leave the
possibility to Members to implement a more extensive protection than the one required by the
Agreement.>®® Canada had violated this obligation since under the Canadian patent law the term
of protection granted to patents filed before 1 October 1989 was 17 years from the date on which
the patent had been issued and the term of protection of these patents often ended before a term
of 20 years from the date of filing.

ii) Under the Vienna Convention on the Law of Treaties, subsequent practice in the application of
the treaty establishes the agreement of the parties regarding its interpretation.*®’ The action
taken by many Members to change their legislation to provide a term of protection that did not
end before 20 years from the date of filing demonstrated that the 20 - year protection is legally
required by the TRIPS.

iii) It is right that under Canadian patent law, it was possible for patents filed before 1 October
1989 to obtain a term of protection of 20 years. To do so, patent applicants could avail themselves

%3 Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Such as Articles 27.1, 28 and 31 (h) of the TRIPS Agreement.
The reference was to part of those patents filed before 1 October 1989 and still in force on 1 January 1996 (date of

application of the TRIPS Agreement for Canada), for which a 17 - year term of protection from the grant was provided

for.
366

364

365

Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations.

%7 Article 31.3 (b) of the Vienna Convention on the Law of Treaties, General Rule of Interpretation.
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of other regulatory and statutory provisions which provided for a system of delays and
reinstatement of the application in order to reach the 20 - year term of protection counted from
filing date. But in reality this term of protection was available only if the period between the filing

%8 |n addition, these

and the issuance of the patent was equal or greater than three years.
extended terms of protection were granted by Canadian authorities on a discretionary basis and
the procedure of abandoning and reinstating the patent application was very complex. Thus, there
was no equivalence between the term of protection made available under the Canadian patent
law and the one made available under the TRIPS Agreement, nor the Canadian term of protection

was superior to the one required under the TRIPS Agreement.369

All these elements made impossible to consider that the Canadian system was in conformity with
Canadian obligations under Article 33 of the TRIPS Agreement.>’® In this sense, it was necessary to
consider every patent which had a term that ended before a period of 20 years from the date of
filing, since many patents filed before 1 October 1989 were expiring before that term.

The defendant position: Canada
Canada rebutted the claims made by the United States.

a) The TRIPS Agreement does not give rise to obligations in respect of acts which occurred before

the date of application of the Agreement.*’*

Both the acts of filing an application and the act of
issuance of patents by patent authorities fall under the scope of the term “acts” of the TRIPS
Agreement. For patents filed before 1 October 1989 (and still in force on 1 January 1996) these
two acts were complete when they were made and were not subject to the TRIPS Agreement
because they occurred before its date of application. Consequently, under the TRIPS Agreement,
these patents were exempt from the obligations of the TRIPS Agreement. The 20 - years term of
protection counted from the filing date under Article 33 of the TRIPS Agreement had to be applied
prospectively to acts of grant that occurred on or after 1 January 1996 (date of the application of
the TRIPS Agreement for Canada) and not retroactively to acts of filing or grant that occurred

before that date.

i) The obligations of the TRIPS Agreement are in respect of all subject matter existing and
protected at the date of application of the Agreement,®’? but only if it is not otherwise provided in

*% 50 as to add at least 3 years from the filing date to the 17 from the issuance of the patent and reach the 20 - year

term from the filing date.

%% section 45 of Canada’s Patent Act and Article 33 of the TRIPS Agreement.
Article 33 of the TRIPS Agreement, Term of Protection.

Article 70.1 of the TRIPS Agreement, “Protection of Existing Subject Matter:

1. This Agreement does not give rise to obligations in respect of acts which occurred before the date of application of

the Agreement for the Member in question.”
372

370

371

Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter (first sentence):

“2. Except as otherwise provided for in this Agreement, this Agreement gives rise to obligations in respect of all
subject matter existing at the date of application of this Agreement for the Member in question, and which is
protected in that Member on the said date, or which meets or comes subsequently to meet the criteria for protection
under the terms of this Agreement.”
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the Agreement. Accordingly, since in the TRIPS Agreement it is otherwise provided that its
obligations do not apply to acts which occurred before its date of application,373 it was this latter
provision, not the former, to apply in the case under consideration. In this sense, Article 28 of the
Vienna Convention on the Law of Treaties introduced a presumption against retroactivity “unless a

du 374

different intention appears from the treaty or is otherwise establishe It was the burden of the

United States to prove such a different intention.

ii) Even though the Panel considered to apply to existing patents the obligations of the TRIPS
Agreement,375 then only some obligations of the Agreement had to be applied (such as the one on
the scope of patent rights)376 but not the obligation to make available the 20 - year term of
protection counted form the filing date. Unlike the rights conferred by a patent which are in
respect of the invention (subject matter), the term of protection is an integral part of the
procedural act of filing a patent application and the act of granting it and thus is not subject to the
TRIPS provision on obligations arising with respect of subject matter existing and protected on the
date of application of the Agreement.

b) Were the Panel to consider that Canada was required to apply obligations under the TRIPS
Agreement, including the one to grant a 20 - year term of protection counted from the filing
date,”’

patent law was in conformity with the TRIPS Agreement.

to patents filed before 1 October 1989 and still in force on 1 January 1996, the Canadian

i) There was an equivalence or superiority of the term of protection made available by the
Canadian patent law with regard to the one required by the TRIPS Agreement. Indeed, as a matter
of fact, the TRIPS Agreement did not provide for a minimum of 20 full years of protection for the
exclusive privilege and property rights of patent holders because this term of protection would
have been eroded by the operation of reasonable procedures which are prerequisites to the grant
of patents. In Canada the average period between the filing date and issuance of patents was on
average five years: in cases where the term of protection was measured form the filing date, such
as under the TRIPS Agreement, the period during which a successful applicant would have actually
enjoyed the rights conferred by a patent once issued would have been, in the normal course, 15
years. Furthermore, under the TRIPS Agreement it is only required that a protection term of 20
years be “available” *”® Under the Canadian patent law the longevity of patent protection could be
strategically controlled by the applicant so as to obtain a patent protection term of 20 years from
the date of filing by means of delaying the patent prosecution process and reinstating the
application. This was possible through other statutory and regulatory provisions. This brought the
Canadian system in conformity with its obligations under the TRIPS Agreement, since a 20 - year

373 Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 28 of the Vienna Convention on the Law of Treaties, Non - retroactivity of Treaties.
Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 28 of the TRIPS Agreement, Rights Conferred.

Article 33 of the TRIPS Agreement, Term of Protection.

Article 33 of the TRIPS Agreement, Term of Protection.
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term of protection counted from the filing date was in effect available for patents filed before 1
October 1989.

ii) Under Article 1.1 of the TRIPS Agreement, Members have certain freedom in the
implementation method of the provisions of the Agreement within their own legal system and
practice, that Canada could avail itself of.

Panel findings, rulings and recommendations

a) The United States requested an expedited consideration of the dispute. Due to other demands
on the Panel’s members’ time, the timetable could not be accelerated prior to the first substantive
meeting. After a meeting, the timetable was fixed based on the minimum periods suggested in
Appendix 3 to the Dispute Settlement Understanding. Every effort was made to issue the report as
soon as possible after the second substantive meeting.

b) The first substantive issue in the case concerned whether patents filed before 1 October 1989
and existent on 1 January 1996 had to be considered existing and protected subject matter on the
date of application of the TRIPS Agreement. This was necessary to determine whether the

obligations of the TRIPS Agreement had arisen in respect of these patents.”

i) The TRIPS Agreement gives rise to obligations in respect of all subject matter existing on the
date of application of the Agreement, provided that the “subject matter” is “protected” on that
date or comes to meet the criteria for protection under the TRIPS Agreement.380 All inventions
that were under patent protection in Canada on 1 January 1996 were subject matter protected on
the date of application of the Agreement. Therefore, the TRIPS Agreement gave rise to obligations
in their respect.

ii) The TRIPS Agreement does not give rise to obligations in respect of acts which occurred before
the date of application of the Agreement.*® It was sufficient to clarify that the grant of a patent is
an act which results in the protection of the underlying subject matter. The protection of the
underlying subject matter, where granted before 1 October 1989, could continue even after 1
January 1996. Consequently, patents filed before 1 October 1989 and still existing on 1 January
1996 could not be considered as acts in respect of which no obligation under the TRIPS Agreement
had arisen.

iii) The obligations of the TRIPS Agreement are in respect of all subject matter existing and
protected at the date of application of the Agreement, but only except otherwise provided for in
the Agreement.?’82 This practically means that if this provision is inconsistent with another one, the
other provision would prevail. However, there is no inconsistency between the provision under
consideration and the non - existence of TRIPS obligations for acts which occurred before the date

3 Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

380
Id.

1 Article 70.1 of the TRIPS Agreement, Protection of Existing Subject Matter.

%82 Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.
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38 acts and subject matter are different concepts with disparate

of application of the Agreement:
meaning. Consequently, there is no inconsistency between the two provisions. The TRIPS
provisions not imposing obligations with respect to acts do not set aside the one imposing
obligations with respect to subject matter. This interpretation has the benefit of avoiding any
conflict between two or more different provisions pertaining to the same Article of the Agreement
and is consistent with the concept of presumption against conflict as it exists in public

384

international law as stressed in previous WTO cases.™ ' This interpretation is further confirmed by

negotiating history. A different interpretation would run against the principle of effective

interpretation, since it would reduce certain treaty provisions to redundancy or inutility.385

iv) Canada had also argued that even where the Panel considered to apply to patents filed before
1 October 1989 the obligations of the TRIPS Agreement,>®
Agreement had to be applied (such as those on the scope of patent rights set out in Article 28), but

only some obligations of the

not the obligation to make available the 20 - year term of protection counted form the filing date.
The argument was based on the notion that, unlike the rights conferred by a patent which are in
respect of the invention (subject matter), the term of protection is an integral part of the act of
grant and as such was not subject to the obligations of the Agreement. This distinction did not
have however any merit or justification. Holder of patents valid on the date of application of the
TRIPS Agreement had to be entitled to protection of all of the rights set out in the Agreement for a
term consistent with the 20 - years counted from the filing date required by the Agreement.

Canada was required to apply the relevant obligations of the TRIPS Agreement, including the 20 -
year term of protection counted from the filing date, to patents filed before 1 October 1989 still in
force on 1 January 1996.

b) The second substantive issue concerned whether the Canadian patent law conformed with the
20 - year term of protection for patents counted from the filing date required by the TRIPS
Agreement.387

i) The TRIPS Agreement require that the term of protection available to patent holders shall not
end before the expiration of a period of 20 years counted from the filing date. The specific
wording of the provision suggests that the term of protection required is a minimum term of
protection to be made available by Members. This is confirmed by other provision of the TRIPS
Agreement, which is overall a minimum standard agreement in respect of intellectual property
rights: TRIPS Members may, but are not obligated to, implement a more stringent standard for the
protection of intellectual property rights so long as such measures do not contravene any of the
provisions of the TRIPS Agreement.388 By making available a term of protection that runs 17 years

%% Article 70.1 of the TRIPS Agreement, Protection of Existing Subject Matter.

Panel Report, Indonesia - Certain Measures Affecting the Automobile Industry, WT/DS54/R, WT/DS55/R,
WT/DS59/R, WT/DS64/R, adopted on 23 July 1998.

3% Appellate Body Report, United States - Standards for Reformulated and Conventional Gasoline, WT/DS2/AB/R,
adopted on 20 May 1996.

%% Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.
Article 33 of the TRIPS Agreement, Term of Protection.
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387

%% Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations.
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from the date of grant for those patents that were filed before 1 October 1989, the Canadian
patent law, on its face, did not meet the minimum standard required by the TRIPS Agreement in
all cases. Since statistical figures showed that there were as many as 66.936 Old Act patents that
existed as of the TRIPS application date, and were still in existence on 1 January 2000, that would
expire before 20 years from the date of filing despite the payment of all maintenance fees, the
Canadian patent law was inconsistent, on a preliminary basis, with the TRIPS Agreement.

ii) Under the TRIPS Agreement, Members have an obligation to grant or allow the registration of
the right (where the acquisition of right is subject to the right being granted or registered) within a
reasonable period of time so as to avoid unwarranted curtailment of the period of protection. This
is subject to compliance with the substantive conditions for acquisition of the right.®® The TRIPS
Agreement therefore prohibits acquisition procedures which lead to unwarranted curtailment of
the period of protection and requires at the same time a 20 - years term of protection from the

filing date for patents.390

These two provisions permit some curtailment. However, although
Members have the freedom to determine the appropriate method of implementing those two
specific requirements,391 they cannot ignore either requirement in order to implement another

putative obligation concerning the length of effective protection.

In this contest, it is worth recalling that previous panels rejected any notion of balancing more
favorable treatment against less favorable treatment. More favorable treatment is only relevant

to the extent that it always offsets differential treatment causing less favorable treatment.>*?

Canada had argued that the term of protection provided for by its patent was equivalent or
superior to the one required by the TRIPS Agreement. This argument is however not tenable.
Canada explained that the applicant could obtain informal delays, granted at the discretion of the
patent examiner. These delays were available abandoning the procedure and reinstating the
application: following this procedure for at least three times would have allowed a term of
protection that did not end before 20 years from the date of the filing. This did not make available,
as a matter of right, to a patent applicant the term of protection required by the TRIPS Agreement.
The TRIPS Agreement requires that the term of protection of at least 20 years from the filing date
be available. “Available” in the TRIPS Agreement reflects the fact that patent rights holders must
pay fees from time to time to maintain the term of protection, which must be available to the as
matter of right. Patent holders have the right to maintain the exclusive rights conferred by the
patent. The term of protection provided for by the Canadian patent law was not available as a
matter of right and was therefore inconsistent with Canada’s obligations under the TRIPS
Agreement. To consider the language of the Canadian Patent law equivalent or superior to the one
of the TRIPS Agreement would have required a treaty interpreter to read into the text words that

%% Article 62.2 of the TRIPS Agreement, PART IV - Acquisition and Maintenance of Intellectual Property Rights and

Related Inter - Partes Procedures.

* Article 33 of the TRIPS Agreement, Term of Protection.

*1 Article 1.1 of the TRIPS Agreement, Nature and Scope of Obligations.

GATT Panel Report, United States - Section 337 of the Tariff Act of 1930, L/3469 - 365/345, adopted on 7 November
1989, para. 5.16.
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are not there and the term of protection for patents had not to end before 20 years from the date
of filing.

iii) On the issue of whether resorting to informal or statutory delays was consistent with the TRIPS
Agreement, requiring applicants to resort to the suggested delays to obtain a term of protection
that did not end before 20 years from the date of filing, the Panel also defeated the notion of
promoting prompt and diligent prosecution and examination of patents as encapsulated in the
TRIPS Agreement.393A patent applicant should have not been expected to resort to procedural
strategies that produce results inconsistent with the TRIPS Agreement in order to ensure its rights
to an adequate patent term of protection. As such, these procedures could not be relied upon in
order to defend a claim of violation of another Article of the Agreement.

In light of the findings above, patents filed before 1 October 1989 and still in force on 1 January
1996 had to be considered subject matter existing at the date of application of the Agreement.***
Canada had to apply to these the obligations of the Agreement.

The Canadian patent law did not make available a term of protection of the duration of at least 20

years from the date of filing, as mandated by the TRIPS Agreement.395

The Appellate Body proceedings

Canada was not satisfied with the Panel findings, rulings and recommendations. Consequently, on
19 June 2000 it notified the Dispute Settlement Body of its intention to appeal certain issues of
law and legal interpretations developed in the Panel Report.

a) Canada, the appellant, invoking the same arguments it invoked in the panel proceedings,
claimed that the Panel had erred:

i) In concluding that Canada had to apply the obligations of the TRIPS Agreement to patents filed
before 1 October 1989 and still in force on 1 January 1996, since these were to be considered

subject matter existing at the date of application of the Agreement.s96

In particular, it erred in
considering that Canada had to apply to these patents the obligation to provide a term of

protection of no less than 20 years from the date of fiIing.397

ii) In interpreting and applying the TRIPS provision requiring Members to provide a term of
protection of no less than 20 years from the date of filing,**® and in concluding that the Canadian
patent law which provided a term of protection of 17 years from the date of grant for patents

393 Article 33 of the TRIPS Agreement, Term of Protection; Article 60.1 and 62.4 of the TRIPS Agreement, PART IV -

Acquisition and Maintenance of Intellectual Property Rights and Related Inter - Partes Procedures.
% Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 33 of the TRIPS Agreement, Term of Protection.

Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 33 of the TRIPS Agreement, Term of Protection.

Article 33 of the TRIPS Agreement, Term of Protection.
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granted before 1 October 1989 and still in force on 1 January 1996, was inconsistent with this
provision.

b) The United States, the appellee, requested the Appellate Body to reject Canada’s appeal and to
uphold the findings of the Panel.

c) The Appellate Body upheld all the findings and conclusions of the panel that had been appealed.
In particular:

i) With regard to the applicability of TRIPS obligations to patents filed before 1 October 1989 and

93 treaty applies to existing rights, even when those rights result

still in force on 1 January 1996,
from acts which occurred before the treaty entered into force. This is supported by a general
principle of international law codified in the Vienna Convention on the Law of Treaties, which

40 The Vienna Convention

establishes a presumption against retroactive effect of treaties.
establishes that, in the absence of a contrary intention, treaty provisions do not apply to any
situation that ceased to exist before the treaty’s entry into force for a party to the treaty. Such a

contrary intention is not present in the TRIPS Agreement.401

ii) A member is required, as from the date of application of the TRIPS Agreement, to implement all
the obligations of the TRIPS Agreement in respect of subject matter existing and protected at that
date. This includes the obligation to provide a term of protection of no less than 20 years from the
date of filing, which cannot be distinguished or insulated from other obligations on patents, as

argued by Canada.**?

iii) Under the TRIPS Agreement, the term of protection of 20 years from the date of filing of
patents has to be available as a matter of right that is available as a matter of legal right and
certainty. The opportunity to obtain a 20 - year patent term must not be available only to those
who are somehow able to meander successfully through a maze of administrative procedures. The
obligation for Members to provide a 20 - year term of protection is straightforward and
mandatory and is, on the other side, a specific right of the patent holder under the TRIPS
Agreement.

iv) The Canadian patent law granted a term of protection of 17 years from the grant for patent
filed before 1 October 1989 and still in force on 1 January 1996. Therefore, the Canadian patent
law could have met the minimum term of protection required by the TRIPS Agreement only if the
period between the filing and the grant of the patent was equal or greater to 3 years. This might
not always be the case. The Panel had therefore correctly interpreted that the Canadian patent
law was inconsistent with Canadian obligation to provide a term of protection for patent holders
of no less than 20 years under the TRIPS Agreement.

¥ Article 70.2 of the TRIPS Agreement, Protection of Existing Subject Matter.

Article 28 of the Vienna Convention on the Law of Treaties, Non - Retroactivity of Treaties.
Article 70 of the TRIPS Agreement, Protection of Existing Subject Matter.
Section 5 of the TRIPS Agreement.
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Follow Up to the Dispute:

a) Canada was disappointed by the decision of the Appellate Body. After the circulation of the
Report, the then Canadian Industry Minister John Manley declared that since the ruling affected
only patents filed prior to 1 October 1989, it did not compromise the underlying balance in
Canada’s patent regime.*®?

b) It has been signaled that, contrary to most legislative amendments to the Canadian patent law,
the amendment which entered into force in 1989 moving to a term of protection of 20 years from
the filing date (for patents filed after 1 October 1989) was a choice made by the Canadian
Legislator to be closer to international practice, but this choice was not externally dictated. Even
NAFTA, signed in 1992, left some flexibility to its signatories by providing that the term of
protection should be “at least 20 years from the date of filing or 17 from the date of grant.”*** The
United States took advantage of this flexibility and adopted the 20 - year standard only in 1995, to

comply with the TRIPS Agreement.405

c) Although there is no direct evidence of their influence, the impact of the Canada - Patent Term
case and the Canada - Pharmaceutical Patents case on Canada’s policy on generic medicines

export should not be underemphasized.**®

d) The qualification of Article 8 of the TRIPS Agreement has raised some questions. Namely, it has
not been clear whether this provision is an independently applicable norm or a program clause.*”’
In Canada - Patent Term, the Appellate Body raised the issue without however taking a stand on
it.*% In its report it stated that its findings did not in any way prejudge the applicability of Article 7
and 8 of the Agreement in possible future cases with respect to measures to promote the policy
objectives of the WTO members that are set out in those Articles. However, it did not provide an

appropriate interpretation of the provision.*®

e) The Canada - Patent Term case illustrates what occurs when TRIPS standards are expressly
different and detached from the WIPO conventions, i.e. where by definition there was no readily
available WIPO source to which a panel could refer. The Paris Convention did not deal historically
with patent duration and the problem of retroactivity might have been conceptualized in a
different way from the panel and the Appellate Body’s view on this basis. The issue could have

3 vCanada disappointed with WTO Appellate Body Decision", DFAIT Press Release, 18 September 2000, in ICTSD,
Canada Also Loses Appellate Body Decision on Patent Protection, BRIDGES, Volume 4, Number 35, 19 September 2000,
available at  http://www.ictsd.org/bridges-news/bridges/news/wto-rules-in-favour-of-french-asbestos-ban-ngos-
remain-sceptical.

% NAFTA, Article 1709 (12).

Y. Gendrau (Ed.), An Emerging Intellectual Property Paradigm - Perspectives from Canada, (Edward Elgar Publishing

Limited: UK/USA, 2008), p. 97.
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M. D. Froese, Canada at the WTO - Trade Litigation and the Future of Public Policy, (University of Toronto Press,

Toronto, 2010), p. 123, 127.

*7 Article 8 of the TRIPS Agreement, Principles.

P.T. Stoll, J. Busche, K. Arend (Eds.), WTO - Trade - Related Aspects of Intellectual Property Rights, Max Planck
Commentaries on World Trade Law, (Martinus Nijhoff Publishers: The Netherlands, 2009), p. 190 - 191.

409 Appellate Body Report, Canada - Term of Patent Protection, WT/DS170/AB/R, adopted on 12 October 2000, para.
101.
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been looked at as one of balancing accessibility interest against the claims of those holding
pending patents. Since patent holders had sunk all their investments under the prior regime, in
reliance on the rewards that would be generated during an arguably shorter period of time, a
possible solution could have been not to require the retroactivity extension of patent terms. There
is even part of Legal doctrine currently considering, further to close consideration of the Paris
Convention and other WIPO Treaties,**°

weighing the interests involved and Canada’s own weighing of the interest.

that the Appellate Body reached a conclusion without
411

0 Appellate Body Report, Canada - Term of Patent Protection, WT/DS170/AB/R, adopted on 12 October 2000, para.

54, footnote 40.

. M. Correa (Eds.), Research Handbook on the Protection of Intellectual Property under WTO Rules - Intellectual

Property in the WTO Volume |, (Edward Elgar Publishing Limited: UK/USA, 2010), p. 127 - 128.
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Pakistan - Patent Protection for Pharmaceutical and Agricultural
Chemical Products

IP/D/2WT/DS36 - WT/DS36/4

General background of the case

On 30 April 1996, the United States requested consultations with Pakistan with regard to the
absence in Pakistan of either patent protection for pharmaceutical and agricultural chemical
products or a system to permit the filing of applications for pharmaceutical and agricultural
chemical product patents (a so-called mailbox system) and a system to grant exclusive marketing
rights in such products.

The main concern of the United States was the compliance of Pakistan with its alleged obligations
under the TRIPS Agreement. Allegedly, under Pakistan’s laws no system for the filing of patent
applications for pharmaceutical and agricultural chemical products was in place, nor was it in place
a mechanism to grant exclusive marketing rights to pharmaceutical and agricultural chemical
products subject to patent applications. Under the TRIPS Agreement, Members who did not
provide product patent protection for pharmaceutical and agricultural chemical products on the
date of entry into force of the WTO Agreement (1 January 1995) had an obligation to establish a
means by which applications for patents for such inventions could have been filed and a system by
which such applications would have been examined when those Members would have provided
protection consistent with Article 27 of the TRIPS Agreement. Such Members had as well an
obligation to establish a system whereby exclusive marketing rights would have been granted in
products that were the subject of such an application, subject to certain stated requirements.
These obligations had to be fulfilled as of the date of entry into force of the WTO Agreement.

According to the United States, Pakistan had violated its obligations under the TRIPS Agreement
including, but not limited to: i) its obligations to provide product patent protection for
pharmaceutical and agricultural chemical inventions under Article 27 of the TRIPS Agreement, or a
system allowing the filing and examination of patent applications and a system allowing the grant
of exclusive marketing rights under respectively Articles 70.8 and 70.9 of the TRIPS Agreement. ii)
Its obligations on the application of the TRIPS Agreement under Article 65 of the Agreement.

Legal basis of the case: related provisions in the TRIPS Agreement
Article 27 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions,
whether products or processes, in all fields of technology, provided that they are new, involve an
inventive step and are capable of industrial application. Subject to paragraph 4 of Article 65,
paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be available and patent
rights enjoyable without discrimination as to the place of invention, the field of technology and
whether products are imported or locally produced.
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2. Members may exclude from patentability inventions, the prevention within their territory of the
commercial exploitation of which is necessary to protect ordre public or morality, including to
protect human, animal or plant life or health or to avoid serious prejudice to the environment,
provided that such exclusion is not made merely because the exploitation is prohibited by their law.

3. Members may also exclude from patentability:
(a) diagnostic, therapeutic and surgical methods for the treatment of humans or animals;

(b) plants and animals other than micro - organisms, and essentially biological processes for the
production of plants or animals other than non - biological and microbiological processes.
However, Members shall provide for the protection of plant varieties either by patents or by an
effective sui generis system or by any combination thereof. The provisions of this subparagraph
shall be reviewed four years after the date of entry into force of the WTO Agreement.”

Article 65 of the TRIPS Agreement, Transitional Arrangements:

“1. Subject to the provisions of paragraphs 2, 3 and 4, no Member shall be obliged to apply the
provisions of this Agreement before the expiry of a general period of one year following the date of
entry into force of the WTO Agreement.

2. A developing country Member is entitled to delay for a further period of four years the date of
application, as defined in paragraph 1, of the provisions of this Agreement other than Articles 3, 4
and 5.

3. Any other Member which is in the process of transformation from a centrally - planned into a
market, free - enterprise economy and which is undertaking structural reform of its intellectual
property system and facing special problems in the preparation and implementation of intellectual
property laws and regulations, may also benefit from a period of delay as foreseen in paragraph 2.

4. To the extent that a developing country Member is obliged by this Agreement to extend product
patent protection to areas of technology not so protectable in its territory on the general date of
application of this Agreement for that Member, as defined in paragraph 2, it may delay the
application of the provisions on product patents of Section 5 of Part Il to such areas of technology
for an additional period of five years.

5. A Member availing itself of a transitional period under paragraphs 1, 2, 3 or 4 shall ensure that
any changes in its laws, regulations and practice made during that period do not result in a lesser
degree of consistency with the provisions of this Agreement.”

Article 70 of the TRIPS Agreement, Protection of Existing Subject Matter:

“1. This Agreement does not give rise to obligations in respect of acts which occurred before the
date of application of the Agreement for the Member in question.

2. Except as otherwise provided for in this Agreement, this Agreement gives rise to obligations in
respect of all subject matter existing at the date of application of this Agreement for the Member
in question, and which is protected in that Member on the said date, or which meets or comes
subsequently to meet the criteria for protection under the terms of this Agreement. In respect of

93



this paragraph and paragraphs 3 and 4, copyright obligations with respect to existing works shall
be solely determined under Article 18 of the Berne Convention (1971), and obligations with respect
to the rights of producers of phonograms and performers in existing phonograms shall be
determined solely under Article 18 of the Berne Convention (1971) as made applicable under
paragraph 6 of Article 14 of this Agreement.

3. There shall be no obligation to restore protection to subject matter which on the date of
application of this Agreement for the Member in question has fallen into the public domain.

4. In respect of any acts in respect of specific objects embodying protected subject matter which
become infringing under the terms of legislation in conformity with this Agreement, and which
were commenced, or in respect of which a significant investment was made, before the date of
acceptance of the WTO Agreement by that Member, any Member may provide for a limitation of
the remedies available to the right holder as to the continued performance of such acts after the
date of application of this Agreement for that Member. In such cases the Member shall, however,
at least provide for the payment of equitable remuneration.

5. A Member is not obliged to apply the provisions of Article 11 and of paragraph 4 of Article 14
with respect to originals or copies purchased prior to the date of application of this Agreement for
that Member.

6. Members shall not be required to apply Article 31, or the requirement in paragraph 1 of
Article 27 that patent rights shall be enjoyable without discrimination as to the field of technology,
to use without the authorization of the right holder where authorization for such use was granted
by the government before the date this Agreement became known.

7. In the case of intellectual property rights for which protection is conditional upon registration,
applications for protection which are pending on the date of application of this Agreement for the
Member in question shall be permitted to be amended to claim any enhanced protection provided
under the provisions of this Agreement. Such amendments shall not include new matter.

8. Where a Member does not make available as of the date of entry into force of the WTO
Agreement patent protection for pharmaceutical and agricultural chemical products
commensurate with its obligations under Article 27, that Member shall:

(a) notwithstanding the provisions of Part VI, provide as from the date of entry into force of the
WTO Agreement a means by which applications for patents for such inventions can be filed;

(b) apply to these applications, as of the date of application of this Agreement, the criteria for
patentability as laid down in this Agreement as if those criteria were being applied on the
date of filing in that Member or, where priority is available and claimed, the priority date of
the application; and

(c) provide patent protection in accordance with this Agreement as from the grant of the
patent and for the remainder of the patent term, counted from the filing date in accordance
with Article 33 of this Agreement, for those of these applications that meet the criteria for
protection referred to in subparagraph (b).
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9. Where a product is the subject of a patent application in a Member in accordance with
paragraph 8(a), exclusive marketing rights shall be granted, notwithstanding the provisions of
Part VI, for a period of five years after obtaining marketing approval in that Member or until a
product patent is granted or rejected in that Member, whichever period is shorter, provided that,
subsequent to the entry into force of the WTO Agreement, a patent application has been filed and
a patent granted for that product in another Member and marketing approval obtained in such
other Member.”

Mutually agreed solution:

On 3 July 1996, the United States requested the establishment of a panel. On 28 February 1997,
the United States and Pakistan notified the Dispute Settlement Body a mutually agreed solution.
The United States and Pakistan agreed that, since Pakistan did not provide at the time of the
dispute patent protection for pharmaceutical and agricultural chemical products, Pakistan was
obligated under Article 70.8 of the TRIPS Agreement to establish a system for the filing of patent
applications on such inventions by 1 January 1995. Pakistan had as well the obligation under
Article 70.9 of the TRIPS Agreement to establish a system to grant exclusive marketing right to
such patent applications if they met certain criteria. To fulfill these obligations, on 4 February
1997, the Pakistan’s President at the time issued an Ordinance to make Pakistan’s legal system
conform with its obligations under the TRIPS Agreement. In particular, with regard to Pakistan’s
obligations under Article 70.8 of the TRIPS Agreement, the Ordinance provided that all
applications filed after 1 January 1995 had to be considered validly filed. With regard to Pakistan’s
obligations under Article 70.9 of the TRIPS Agreement, the Ordinance provided that exclusive
marketing rights would have been granted where the applicant had been granted a patent and
marketing approval on the product that was the subject of the application in another WTO
Member and the applicant had been granted marketing approval in Pakistan. The Government of
Pakistan committed to issue regulations implementing the Ordinance as soon as possible.

The matter was therefore withdrawn from further attention under the provisions of the Dispute
Settlement Understanding.

Further development related to the case:

The successful resolution of the DS 36 Pakistan - Patent case has been considered useful in
encouraging other developing countries besides Pakistan to fully enforce their WTO obligations.
Separately, it is to be noted that three years after the said amendment of Pakistani legislation, the
impact of the legislative changes on the volume of US exports of pharmaceuticals to this country
was still limited: in 2000, less than 1 percent of the $8.8 billion in U.S. world exports of
pharmaceuticals went to Pakistan.**?

2 United States General Accounting Office, World Trade Organization - Issues in Dispute Settlement, GAO Report to

the Chairman, Committee on Ways and Means, House of Representatives, (August 2000), p. 100.
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European Communities - Patent Protection for Pharmaceutical
and Agricultural Chemical Products

IP/D/15WT/DS153

General background of the case

On 2 December 1998, Canada requested consultations with the European Communities and their
Member States with regard to the protection of inventions in the area of pharmaceutical and
agricultural chemical products under the European Communities legislation.

The main concern of Canada was that the European Communities and their Member States
complied with their obligations under the TRIPS Agreement. Under certain European
Communities’ regulations,*™® the term of protection of patents had been extended. However,
these regulations only applied to pharmaceutical and agricultural chemical products. As a
consequence, different terms of protection were granted for patents in different fields of
technology.

According to Canada, the European Communities and their Member States had violated their
obligations under the TRIPS Agreement and, specifically, the obligation to make patents available
and patents and patent rights enjoyable without discrimination as to the place of invention, the
field of technology and whether products are imported or locally produced, under Article 27.1 of
the TRIPS Agreement.

Legal basis of the case: related provisions in the TRIPS Agreement
Article 27.1 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions,
whether products or processes, in all fields of technology, provided that they are new, involve an
inventive step and are capable of industrial application. Subject to paragraph 4 of Article 65,
paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be available and patent
rights enjoyable without discrimination as to the place of invention, the field of technology and
whether products are imported or locally produced.”

Consultations Pending

The case is still in consultations. No panel has been established and no withdrawal or mutually
agreed solution has been notified to the Dispute Settlement Body.

"3 gpecifically, Council Regulation (EEC) No. 1768/92 and European Parliament and Council Regulation (EC)

No.1610/96.
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Argentina - Patent Protection for Pharmaceutical and
Agricultural Chemical Products

Argentina - Certain Measures on the Protection of Patents and
Test Data

IP/D/18WT/DS171 - WT/DS171/3
IP/D/22WT/DS196 - WTDS196/4

General background of the case: Argentina - Patent Protection for Pharmaceutical and
Agricultural Chemical Products (WT/DS171)

On 6 May 1999, the United States requested consultations with Argentina with regard to patent
protection, exclusive marketing rights and the protection of undisclosed information on
pharmaceutical and agricultural chemical products in Argentina.

The main concern of the United States was that Argentina complied with its obligations under the
TRIPS Agreement. At the time of the consultations, Argentina was availing itself of the transition
periods under the TRIPS Agreement and did not provide patent protection to pharmaceutical
inventions. In addition, prior to 1998, Argentina was providing for protection against unfair
commercial use of undisclosed data or of other data submitted to Argentina’s regulatory
authorities but in 1998, Argentina had changed its regulations,*** and did not provide any more for
this effective protection. This had resulted in a lesser degree of consistency with Article 39.3 of the
TRIPS Agreement on the protection of undisclosed information.

However, under the TRIPS Agreement, Argentina had to alternatively establish a system to grant
exclusive marketing rights for products subject of patent applications, upon compliance with
certain conditions. Furthermore, under the TRIPS Agreement, during the transition periods,
Argentina had to ensure that any changes in its laws, regulations, and practice made during these
periods did not result in a lesser degree of consistency with the provisions of the TRIPS
Agreement.

According to the United States, Argentina was in violation of its obligations under the TRIPS
Agreement and specifically: i) its obligation to ensure that any changes in its laws, regulations and
practice made during transition periods did not result in a lesser degree of consistency with the
provisions of the Agreement under Article 65.5 of the TRIPS Agreement. ii) Its obligation to put in
place a system for the grant of exclusive marketing rights under Article 70.9 of the TRIPS
Agreement, given that Argentina did not provide product patent protection for pharmaceuticals
on the date of entry into force of the Agreement (1 January 1995).

General background of the case: Argentina - Certain Measures on the Protection of Patents and
Test Data (WT/DS196)

14 Regulation 440/98.
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On 30 May 2000, the United States requested consultations with Argentina with regard to
Argentina’s legislation on patents415 and the protection of undisclosed test or data in Argentina.416
This request for consultations supplemented and did not replace the United States’ earlier request
for consultations notified on 6 May 1999 (WT/DS171).

The main concern of the United States was that Argentina complied with its obligations under the
TRIPS Agreement. With regard to patents, Argentina excluded from patentability certain subject -
matters, such as micro - organisms, and denied certain exclusive rights for patents, such as the
protection of products produced by patented processes and the right of importation. In addition,
Argentina did not provide prompt and effective provisional measures in order to prevent
infringements of patent rights, limited the authority of its judiciary to shift the burden of proof in
civil proceedings involving the infringements of process patent rights, and did not properly
regulate and provide for safeguards in case of compulsory licenses. Also, Argentina limited the
exclusive rights conferred by transitional patents. Moreover, Argentina did not protect against
unfair commercial use of undisclosed test or data, submitted as a requirement for market
approval of pharmaceutical and agricultural chemical products.

According to the United States, Argentina had violated its obligations under the TRIPS Agreement,
including: i) its obligations to make patents available for any inventions, whether products or
processes, in all fields of technology under Article 27 of the TRIPS Agreement. ii) Its obligations on
the rights to be conferred by a patent on its owner under Article 28 of the TRIPS Agreement. iii) its
obligations on the conditions to be respected when issuing compulsory licenses under Article 31 of
the TRIPS Agreement. iv) Its obligations on the burden of proof in civil proceedings concerning
process patents under Article 34 of the TRIPS Agreement. v) Its obligations on the protection of
undisclosed information under Article 39 of the TRIPS Agreement. vi)lts obligations to grant
judicial authorities the authority to order prompt and effective provisional measures under Article
50 of the TRIPS Agreement. vii) Its obligations on the acquisition and maintenance of intellectual
property rights and related inter - partes procedures. viii) Its obligations on the conditions to be
met when resorting to the transition periods under Article 65 of the TRIPS Agreement. ix) Its
obligations on the protection of existing subject matter under Article 70 of the TRIPS Agreement.

Legal basis of the cases: related provisions in the TRIPS
Article 27 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions,
whether products or processes, in all fields of technology, provided that they are new, involve an
inventive step and are capable of industrial application. Subject to paragraph 4 of Article 65,
paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be available and patent
rights enjoyable without discrimination as to the place of invention, the field of technology and
whether products are imported or locally produced.

> |n particular: Law 24.481 (as amended by Law 24.572), Law 24,603 and Decree 260/96.

81 particular, in Law 24.766 and Regulation 440/98, and in other related measures.
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2. Members may exclude from patentability inventions, the prevention within their territory of the
commercial exploitation of which is necessary to protect ordre public or morality, including to
protect human, animal or plant life or health or to avoid serious prejudice to the environment,
provided that such exclusion is not made merely because the exploitation is prohibited by their law.

3. Members may also exclude from patentability:
(a) diagnostic, therapeutic and surgical methods for the treatment of humans or animals;

(b) plants and animals other than micro - organisms, and essentially biological processes for the
production of plants or animals other than non - biological and microbiological processes.
However, Members shall provide for the protection of plant varieties either by patents or by an
effective sui generis system or by any combination thereof. The provisions of this subparagraph
shall be reviewed four years after the date of entry into force of the WTO Agreement.”

Article 28 of the TRIPS Agreement, Rights Conferred:
“1. A patent shall confer on its owner the following exclusive rights:

(a)where the subject matter of a patent is a product, to prevent third parties not having the
owner's consent from the acts of: making, using, offering for sale, selling, or importing for these
purposes that product;

(b)where the subject matter of a patent is a process, to prevent third parties not having the
owner's consent from the act of using the process, and from the acts of: using, offering for sale,
selling, or importing for these purposes at least the product obtained directly by that process.

2. Patent owners shall also have the right to assign, or transfer by succession, the patent and to
conclude licensing contracts.”

Article 31 of the TRIPS Agreement, Other Use without Authorization of the Right Holder:

“Where the law of a Member allows for other use of the subject matter of a patent without the
authorization of the right holder, including use by the government or third parties authorized by
the government, the following provisions shall be respected:

(c) authorization of such use shall be considered on its individual merits;

(d)such use may only be permitted if, prior to such use, the proposed user has made efforts to
obtain authorization from the right holder on reasonable commercial terms and conditions and
that such efforts have not been successful within a reasonable period of time. This requirement
may be waived by a Member in the case of national emergency or other circumstances of extreme
urgency or in cases of public non - commercial use. In situations of national emergency or other
circumstances of extreme urgency, the right holder shall, nevertheless, be notified as soon as
reasonably practicable. In the case of public non - commercial use, where the government or
contractor, without making a patent search, knows or has demonstrable grounds to know that a
valid patent is or will be used by or for the government, the right holder shall be informed
promptly;
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(a)the scope and duration of such use shall be limited to the purpose for which it was authorized,
and in the case of semi - conductor technology shall only be for public non - commercial use or to
remedy a practice determined after judicial or administrative process to be anti - competitive;

(b)such use shall be non - exclusive;

(c) such use shall be non - assignable, except with that part of the enterprise or goodwill which
enjoys such use;

(d)any such use shall be authorized predominantly for the supply of the domestic market of the
Member authorizing such use;

(e)authorization for such use shall be liable, subject to adequate protection of the legitimate
interests of the persons so authorized, to be terminated if and when the circumstances which led to
it cease to exist and are unlikely to recur. The competent authority shall have the authority to
review, upon motivated request, the continued existence of these circumstances;

(f) the right holder shall be paid adequate remuneration in the circumstances of each case, taking
into account the economic value of the authorization;

(g)the legal validity of any decision relating to the authorization of such use shall be subject to
judicial review or other independent review by a distinct higher authority in that Member;

(h)any decision relating to the remuneration provided in respect of such use shall be subject to
judicial review or other independent review by a distinct higher authority in that Member;

(i) Members are not obliged to apply the conditions set forth in subparagraphs (b) and (f) where
such use is permitted to remedy a practice determined after judicial or administrative process to be
anti - competitive. The need to correct anti - competitive practices may be taken into account in
determining the amount of remuneration in such cases. Competent authorities shall have the
authority to refuse termination of authorization if and when the conditions which led to such
authorization are likely to recur;

(1) where such use is authorized to permit the exploitation of a patent (“the second patent”) which
cannot be exploited without infringing another patent (“the first patent”), the following additional
conditions shall apply:

(i) the invention claimed in the second patent shall involve an important technical advance
of considerable economic significance in relation to the invention claimed in the first patent;

(ii) the owner of the first patent shall be entitled to a cross - license on reasonable terms to
use the invention claimed in the second patent; and

(iii) the use authorized in respect of the first patent shall be non - assignable except with the
assignment of the second patent.”

Article 34 of the TRIPS Agreement, Process Patents: Burden of Proof:

“1. For the purposes of civil proceedings in respect of the infringement of the rights of the owner
referred to in paragraph 1(b) of Article 28, if the subject matter of a patent is a process for
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obtaining a product, the judicial authorities shall have the authority to order the defendant to
prove that the process to obtain an identical product is different from the patented process.
Therefore, Members shall provide, in at least one of the following circumstances, that any identical
product when produced without the consent of the patent owner shall, in the absence of proof to
the contrary, be deemed to have been obtained by the patented process:

(a) if the product obtained by the patented process is new;

(b) if there is a substantial likelihood that the identical product was made by the process and
the owner of the patent has been unable through reasonable efforts to determine the
process actually used.

2. Any Member shall be free to provide that the burden of proof indicated in paragraph 1 shall be
on the alleged infringer only if the condition referred to in subparagraph (a) is fulfilled or only if the
condition referred to in subparagraph (b) is fulfilled.

3. In the adduction of proof to the contrary, the legitimate interests of defendants in protecting
their manufacturing and business secrets shall be taken into account.”

Article 39.3 of the TRIPS Agreement (Section 7: Protection of Undisclosed Information):

“1.In the course of ensuring effective protection against unfair competition as provided in
Article 10bis of the Paris Convention (1967), Members shall protect undisclosed information in
accordance with paragraph 2 and data submitted to governments or governmental agencies in
accordance with paragraph 3.

2. Natural and legal persons shall have the possibility of preventing information lawfully within
their control from being disclosed to, acquired by, or used by others without their consent in a
manner contrary to honest commercial practices so long as such information:

(a) is secret in the sense that it is not, as a body or in the precise configuration and assembly of
its components, generally known among or readily accessible to persons within the circles
that normally deal with the kind of information in question;

(b) has commercial value because it is secret; and

(c) has been subject to reasonable steps under the circumstances, by the person lawfully in
control of the information, to keep it secret.

3. Members, when requiring, as a condition of approving the marketing of pharmaceutical or of
agricultural chemical products which utilize new chemical entities, the submission of undisclosed
test or other data, the origination of which involves a considerable effort, shall protect such data
against unfair commercial use. In addition, Members shall protect such data against disclosure,
except where necessary to protect the public, or unless steps are taken to ensure that the data are
protected against unfair commercial use.”

Article 50 of the TRIPS Agreement (Section 3: Provisional Measures):

“1. The judicial authorities shall have the authority to order prompt and effective provisional

measures:
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(a) to prevent an infringement of any intellectual property right from occurring, and in
particular to prevent the entry into the channels of commerce in their jurisdiction of goods,
including imported goods immediately after customs clearance;

(b) to preserve relevant evidence in regard to the alleged infringement.

2. The judicial authorities shall have the authority to adopt provisional measures inauditaaltera
parte where appropriate, in particular where any delay is likely to cause irreparable harm to the
right holder, or where there is a demonstrable risk of evidence being destroyed.

3. The judicial authorities shall have the authority to require the applicant to provide any
reasonably available evidence in order to satisfy themselves with a sufficient degree of certainty
that the applicant is the right holder and that the applicant's right is being infringed or that such
infringement is imminent, and to order the applicant to provide a security or equivalent assurance
sufficient to protect the defendant and to prevent abuse.

4. Where provisional measures have been adopted in audita alter a parte, the parties affected shall
be given notice, without delay after the execution of the measures at the latest. A review, including
a right to be heard, shall take place upon request of the defendant with a view to deciding, within a
reasonable period after the notification of the measures, whether these measures shall be
modified, revoked or confirmed.

5. The applicant may be required to supply other information necessary for the identification of the
goods concerned by the authority that will execute the provisional measures.

6. Without prejudice to paragraph 4, provisional measures taken on the basis of paragraphs 1 and
2 shall, upon request by the defendant, be revoked or otherwise cease to have effect, if
proceedings leading to a decision on the merits of the case are not initiated within a reasonable
period, to be determined by the judicial authority ordering the measures where a Member's law so
permits or, in the absence of such a determination, not to exceed 20 working days or 31 calendar
days, whichever is the longer.

7. Where the provisional measures are revoked or where they lapse due to any act or omission by
the applicant, or where it is subsequently found that there has been no infringement or threat of
infringement of an intellectual property right, the judicial authorities shall have the authority to
order the applicant, upon request of the defendant, to provide the defendant appropriate
compensation for any injury caused by these measures.

8. To the extent that any provisional measure can be ordered as a result of administrative
procedures, such procedures shall conform to principles equivalent in substance to those set forth
in this Section.”

Article 62 of the TRIPS Agreement (Part IV - Acquisition and Maintenance of Intellectual Property
Rights and Related Inter - Partes Procedures):

“1. Members may require, as a condition of the acquisition or maintenance of the intellectual
property rights provided for under Sections 2 through 6 of Part Il, compliance with reasonable
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procedures and formalities. Such procedures and formalities shall be consistent with the provisions
of this Agreement.

2. Where the acquisition of an intellectual property right is subject to the right being granted or
registered, Members shall ensure that the procedures for grant or registration, subject to
compliance with the substantive conditions for acquisition of the right, permit the granting or
registration of the right within a reasonable period of time so as to avoid unwarranted curtailment
of the period of protection.

3. Article 4 of the Paris Convention (1967) shall apply mutatis mutandis to service marks.

4. Procedures concerning the acquisition or maintenance of intellectual property rights and, where
a Member's law provides for such procedures, administrative revocation and inter partes
procedures such as opposition, revocation and cancellation, shall be governed by the general
principles set out in paragraphs 2 and 3 of Article 41.

5. Final administrative decisions in any of the procedures referred to under paragraph 4 shall be
subject to review by a judicial or quasi - judicial authority. However, there shall be no obligation to
provide an opportunity for such review of decisions in cases of unsuccessful opposition or
administrative revocation, provided that the grounds for such procedures can be the subject of
invalidation procedures.”

Article 65.5 of the TRIPS Agreement, Transitional Arrangements:

“5. A Member availing itself of a transitional period under paragraphs 1, 2, 3 or 4 shall ensure that
any changes in its laws, regulations and practice made during that period do not result in a lesser
degree of consistency with the provisions of this Agreement.”

Article 70.9 of the TRIPS Agreement, Protection of Existing Subject Matter:

“9. Where a product is the subject of a patent application in a Member in accordance with
paragraph 8(a), exclusive marketing rights shall be granted, notwithstanding the provisions of
Part VI, for a period of five years after obtaining marketing approval in that Member or until a
product patent is granted or rejected in that Member, whichever period is shorter, provided that,
subsequent to the entry into force of the WTO Agreement, a patent application has been filed and
a patent granted for that product in another Member and marketing approval obtained in such
other Member.”

Mutually agreed solution (common to both WT/DS171 and WT/DS196):

On 31 May 2002, the United States and Argentina notified the Dispute Settlement Body a mutually
agreed solution on the matters raised by the United States in both its requests for consultations of
6 May 1999 (WT/DS171) and of 30 May 2000(WT/DS196).

The United States and Argentina agreed that Argentina’s legislation was not in violation of the
TRIPS Agreement with regard to the rights granted to patent owners, whereas Argentina would
have amended its patent legislation and regulations in order to limit third parties acts concerning
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patented processes without the consent of the patent owner. Through legislative amendments,
Argentina would have given its judiciary the authority to shift the burden of proof in civil
proceedings involving the infringements of process patent rights, and it would have granted
judicial authorities the authority to order provisional measures in relation to patents granted
under Argentina’s law. Argentina had already elaborated and published guidelines about its
practices on the patentability of inventions such as micro - organisms.

With regard to Argentina’s obligations to protect existing subject matter under Article 70 of the
TRIPS Agreement, the United States and Argentina agreed that Argentina’s legislation was not in
violation of Article 70.4 of the TRIPS Agreement, allowing a Member to limit the remedies
available to right holders in specific cases of intellectual property rights infringements. Argentina
would have made the necessary changes in its system to fulfill its obligation under Article 70.7 of
the TRIPS Agreement.*"” The United States and Argentina further agreed that Argentina’s law was
not in violation of Argentina’s obligation to put in place a system to grant exclusive marketing
rights under Article 70.9 of the TRIPS Agreement.

The United States and Argentina agreed that, with regard to compulsory licenses, Argentina’s law
was not in violation of the TRIPS Agreement. Argentina would not have granted compulsory
licenses on the basis of a finding of anti - competitive practices except in situations consistent with
specific provisions of Argentina’s law.

Finally, since the United States and Argentina had different views on the obligations to protect
undisclosed information under Article 39.3 of the TRIPS Agreement, both countries agreed that
their different views would have been solved under the Dispute Settlement Understanding rules.

Further development related to the case:

a) Various rounds of consultations were held from June 1999 to April 2002 between Argentina and
the United States with regard to Argentina’s legal regime governing patents and data protection.
The United States, following demand from its pharmaceutical industry, placed the issue of trade in
pharmaceuticals high on the bilateral agenda of the two countries for over a decade before the

. - 1
complaint was filed.**®

b) The consultations held between Argentina and the United States on the WTO consistency of
Argentina’s legislation on patents and data protection have been regarded as a good example of
application of Article 4 of the Dispute Settlement Understanding, on consultations, to narrow
differences.**®

*7 Article 70.7 of the TRIPS Agreement obliges members to allow amendments of applications for protection of

intellectual property rights which were pending on the date of application of the Agreement, to claim enhanced

protection under the TRIPS Agreement.

8 C. M. Correa (Ed.), Research Handbook on the Interpretation and Enforcement of Intellectual Property Under WTO

Rules - Intellectual Property in the WTO Volume I, (Edward Elgar Publishing: 2010, UK/USA), p. 216.

) L. Perez Gabilondo, Argentina’s Experience with WTO Dispute Settlement: Development of National Capacity and

the Use of In - House Lawyers, in G. C. Schaffer, R. Meléndez - Ortiz (Eds.), Dispute Settlement at the WTO - The
Developing Country Experience, (Cambridge University Press: 2011, UK), p. 121 - 123.
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Portugal - Patent Protection under the Industrial Property Act
IP/D3/WTDS37 - WT/DS37/2 and Corr.1

General background of the case

On 30 April 1996, the United States requested consultations with Portugal with regard to the term
of protection for patents in Portugal.

The main concern of the United States was that Portugal complied with its obligations under the
TRIPS Agreement to grant a term of protection for patents of at least twenty years after the filing
date of the underlying patent application.420 Under the TRIPS Agreement, Members have the
obligation to grant this minimum term of protection also to all patents that were in force in that
Member at the date of the application of the Agreement to that Member. Under Portugal’s
Industrial Property Act, the term of protection granted to existing patents was allegedly in violation
of this obligation under the TRIPS Agreement and since Portugal was a developed country, the TRIPS
Agreement applied to it on 1 January 1996.

According to the United States, Portugal was in violation of its obligations under the TRIPS
Agreement, including, but not limited to: i) its obligations to grant a term of protection for patents
of at least twenty years counted from the filing date under Article 33 of the TRIPS Agreement. ii) Its
obligation to apply the TRIPS Agreement on 1 January 1996 under Article 65 of the Agreement, and
its obligations in respect of all subject matter existing at the date of application of Agreement under
Article 70 of the TRIPS Agreement.

Legal basis of the case: related provisions in the TRIPS Agreement
Article 33 of the TRIPS Agreement, Term of Protection:

“The term of protection available shall not end before the expiration of a period of twenty years
counted from the filing date.”

Article 65 of the TRIPS Agreement, Transitional Arrangements:

“1. Subject to the provisions of paragraphs 2, 3 and 4, no Member shall be obliged to apply the
provisions of this Agreement before the expiry of a general period of one year following the date of
entry into force of the WTO Agreement.

2. A developing country Member is entitled to delay for a further period of four years the date of
application, as defined in paragraph 1, of the provisions of this Agreement other than Articles 3, 4
and 5.

3. Any other Member which is in the process of transformation from a centrally - planned into a
market, free - enterprise economy and which is undertaking structural reform of its intellectual

20 As established in Article 33 of the TRIPS Agreement.

105



property system and facing special problems in the preparation and implementation of intellectual
property laws and regulations, may also benefit from a period of delay as foreseen in paragraph 2.

4. To the extent that a developing country Member is obliged by this Agreement to extend product
patent protection to areas of technology not so protectable in its territory on the general date of
application of this Agreement for that Member, as defined in paragraph 2, it may delay the
application of the provisions on product patents of Section 5 of Part Il to such areas of technology for
an additional period of five years.

5. A Member availing itself of a transitional period under paragraphs 1, 2, 3 or 4 shall ensure that
any changes in its laws, regulations and practice made during that period do not result in a lesser
degree of consistency with the provisions of this Agreement.”

Article 70 of the TRIPS Agreement, Protection of Existing Subject Matter:

“1. This Agreement does not give rise to obligations in respect of acts which occurred before the date
of application of the Agreement for the Member in question.

2. Except as otherwise provided for in this Agreement, this Agreement gives rise to obligations in
respect of all subject matter existing at the date of application of this Agreement for the Member in
question, and which is protected in that Member on the said date, or which meets or comes
subsequently to meet the criteria for protection under the terms of this Agreement. In respect of this
paragraph and paragraphs 3 and 4, copyright obligations with respect to existing works shall be
solely determined under Article 18 of the Berne Convention (1971), and obligations with respect to
the rights of producers of phonograms and performers in existing phonograms shall be determined
solely under Article 18 of the Berne Convention (1971) as made applicable under paragraph 6 of
Article 14 of this Agreement.

3. There shall be no obligation to restore protection to subject matter which on the date of
application of this Agreement for the Member in question has fallen into the public domain.

4. In respect of any acts in respect of specific objects embodying protected subject matter which
become infringing under the terms of legislation in conformity with this Agreement, and which were
commenced, or in respect of which a significant investment was made, before the date of
acceptance of the WTO Agreement by that Member, any Member may provide for a limitation of the
remedies available to the right holder as to the continued performance of such acts after the date of
application of this Agreement for that Member. In such cases the Member shall, however, at least
provide for the payment of equitable remuneration.

5. A Member is not obliged to apply the provisions of Article 11 and of paragraph 4 of Article 14 with
respect to originals or copies purchased prior to the date of application of this Agreement for that
Member.

6. Members shall not be required to apply Article 31, or the requirement in paragraph 1 of Article 27
that patent rights shall be enjoyable without discrimination as to the field of technology, to use
without the authorization of the right holder where authorization for such use was granted by the
government before the date this Agreement became known.
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7. In the case of intellectual property rights for which protection is conditional upon registration,
applications for protection which are pending on the date of application of this Agreement for the
Member in question shall be permitted to be amended to claim any enhanced protection provided
under the provisions of this Agreement. Such amendments shall not include new matter.

8. Where a Member does not make available as of the date of entry into force of the WTO
Agreement patent protection for pharmaceutical and agricultural chemical products commensurate
with its obligations under Article 27, that Member shall:

(a) notwithstanding the provisions of Part VI, provide as from the date of entry into force of the
WTO Agreement a means by which applications for patents for such inventions can be filed;

(b) apply to these applications, as of the date of application of this Agreement, the criteria for
patentability as laid down in this Agreement as if those criteria were being applied on the
date of filing in that Member or, where priority is available and claimed, the priority date of
the application; and

(c) provide patent protection in accordance with this Agreement as from the grant of the patent
and for the remainder of the patent term, counted from the filing date in accordance with
Article 33 of this Agreement, for those of these applications that meet the criteria for
protection referred to in subparagraph (b).

9. Where a product is the subject of a patent application in a Member in accordance with
paragraph 8(a), exclusive marketing rights shall be granted, notwithstanding the provisions of
Part VI, for a period of five years after obtaining marketing approval in that Member or until a
product patent is granted or rejected in that Member, whichever period is shorter, provided that,
subsequent to the entry into force of the WTO Agreement, a patent application has been filed and a
patent granted for that product in another Member and marketing approval obtained in such other
Member.”

Mutually agreed solutions:

On 3 October 1996, the United States and Portugal notified the Dispute Settlement Body a mutually
agreed solution. Both parties to the dispute agreed that the TRIPS Agreement became applicable to
developed countries on 1 January 1996, and under Article 33 of the TRIPS Agreement, Members are
required to grant a term of protection for patents of no less than 20 years from the filing date. Both
parties further mutually agreed that under Article 70.2 of the TRIPS Agreement, developed
countries are obliged, inter alia, to apply the provisions of Article 33 of the TRIPS Agreement to all
patents that were in force on 1 January 1996, and to all patents that were granted based on
applications that were pending on 1 January 1996. Accordingly, Portugal had issued a Decree
according to which all patents in force on 1 January 1996, and all patents granted after this date
based on applications that were pending on 1 January 1996, would have received a term of
protection lasting at least either 15 years from the date of grant of the patent or 20 years from the
effective filing date of the patent, being valid whichever of the two terms would have been longer.
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The matter was therefore withdrawn from further attention under the provisions of the Dispute
Settlement Understanding.

Further development related to the case:

It has been argued that the complaint by the United States in DS37 Portugal - Patent Protection,
together with the complaints made by the United States in order to speed up domestic legislation
implementing the TRIPS Agreement by individual EC Member States (such as DS 83 Denmark -
Enforcement of IPRs, DS 86 Sweden - Enforcement of IPRs, DS 82 Ireland - Copyright and DS 124
Greece - Enforcement of IPRs), was far less acrimonious than most complaints brought under the
TRIPS Agreement. The reason is that at the time of these disputes, commitment to the TRIPS
Agreement was recent and the desire to comply with the Agreement had already been expressed
through proposed domestic legislation. Indeed, panel establishment and litigation never occurred in
these disputes.421

LML L Busch, R. Reinhardt, Transatlantic Trade Conflicts and GATT/WTO Dispute Settlement, in E. - U. Petersmann, M.

A. Pollack (Eds.), Transatlantic Economic Disputes: the EU, the US and the WTO, (Oxford University Press: 2003, US) p.
472, available at http://faculty.georgetown.edu/mlb66/florence.pdf.
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Brazil - Measures Affecting Patent Protection
IP/D/23WT/DS199 - WT/DS199/4

General background of the case

On 30 May 2000, the United States requested consultations with Brazil with regard to Brazil’s 1996
industrial property law*?? and other related measures.

The main concern of the United States was that Brazil complied with its obligations under the
TRIPS Agreement. Under Brazil’s industrial property law,*? a patent could have been subject to
compulsory license if the subject matter of the patent was not “worked” in the territory of Brazil,
that is if the patented product was not manufactured in Brazil or if the patented process was not
used in Brazil. Moreover, if a patent owner chose to exploit the patent through importation rather
than “local working”, Brazil’s industrial property law would have allowed others to import either
the patented product or the product obtained from the patented process. This resulted in a
discrimination against United States owners of Brazilian patents whose products were imported
into, but not locally produced in, Brazil. Brazil’s industrial property law also curtailed the exclusive
rights conferred on these owners by their patents.

According to the United States, Brazil had violated its obligations under the WTO Agreements and
specifically: i) its obligations to make patents available and patent rights enjoyable without
discrimination as to the place of invention, the field of technology and whether products are
imported or locally produced under Article 27.1 of the TRIPS Agreement. ii) Its obligations on the
rights that a patent has to confer on its owner under Article 28.1 of the TRIPS Agreement. iii) Its
obligations under the General Agreement on Tariffs and Trade (GATT 1994).

Legal basis of the case: related provisions in the TRIPS Agreement
Article 27.1 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions,
whether products or processes, in all fields of technology, provided that they are new, involve an
inventive step and are capable of industrial application. Subject to paragraph 4 of Article 65,
paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be available and patent
rights enjoyable without discrimination as to the place of invention, the field of technology and
whether products are imported or locally produced.”

Article 28.1 of the TRIPS Agreement, Rights Conferred:

“1. A patent shall confer on its owner the following exclusive rights:

2 Law No. 9,279 of 14 May 1996; effective May 1997.

“Article 68 of Law No. 9,279 of 14 May 1996.
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(a) where the subject matter of a patent is a product, to prevent third parties not having the
owner's consent from the acts of: making, using, offering for sale, selling, or importing for
these purposes that product;

(b) where the subject matter of a patent is a process, to prevent third parties not having the
owner's consent from the act of using the process, and from the acts of: using, offering for
sale, selling, or importing for these purposes at least the product obtained directly by that
process.”

Mutually agreed solution:

At its meeting of 1 February 2001, pursuant to the United States’ request, the Dispute Settlement
Body established a panel. However, on 5 July 2001, the United States and Brazil notified the
Dispute Settlement Body a mutually agreed solution. In the exchange of letters between the
United States and the Brazilian Governments, the text of which was attached to the mutually
satisfactory solution, the United States reiterated its concerns on Brazil’s industrial property law
provision on compulsory Iicensing.424 However, taking into consideration that the provision had
never been used to grant a compulsory license, the United States agreed to terminate the WTO
panel proceeding. This agreement was based on Brazil’s commitment to hold prior talks with the
United States with sufficient advance notice to permit constructive discussions in the context of a
special session of the US - Brazil Consultative Mechanism, should Brazil have deemed necessary to
grant a compulsory license on patents held by United States companies under Brazil’s industrial
property law. In addition, the United States expected Brazil not to proceed with further dispute
settlement action regarding the United States patent law in the case DS 224 United States - US
Patents Code.

The matter was therefore withdrawn from further attention under the provisions of the Dispute
Settlement Understanding.

Further development related to the case:

a) In the exchange of letters between the United States and the Brazilian Governments, the text of
which was attached to the mutually satisfactory solution of the case DS 199 Brazil - Patent
Protection, the United States expressly mentioned that its concerns were never directed at Brazil’s
“bold and effective programs to combat HIV/AIDS” .

b)In the above-mentioned exchange of letters, the United States specifically referred to its
expectation for Brazil not to proceed further in its dispute settlement proceeding against the
United States in the case DS 224 US - Patents Code. The United States expected to settle both

2% Article 68 of Law No. 9,279 of 14 May 1996.
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cases concurrently. However, since India had joined the latter case, Brazil did not agree to such an

all - encompassing settlement.*?

c) Some commentators observed that the drop by the United States of its complaint against Brazil
over its patent law in DS 199 Brazil - Patent Protection left Brazil a certain degree of freedom to
pursue its successful health policy to combat AIDS. This enabled as well the US Administration to
avoid what would be considered, at that time by the media as a “public relations disaster”.**®

d) The withdrawal of the original complaint by the United States in DS 199 Brazil - Patent
Protection was apparently due to several factors: the combined pressure from the Brazilian
leadership, Brazil’s reprisal WTO action in DS 224, and Non - Governmental Organizations’

427
pressure.

e) For further research, please refer to the case DS 224 United States - US Patents Code.

2y, Fukunaga, Enforcing TRIPS: Challenges of Adjudicating Minimum Standards Agreements, Berkeley Technology

law Journal, Vol. 23:867, p. 884, Footnote 112, available at http://btlj.org/data/articles/23 2/867-931.pdf.

26, Raghavan, US Beats a (Tactical) Retreat Over Brazil’s Patent Law, Third World Network, Geneva, 25 June 2001,

available at http://www.twnside.org.sg/title/tactical.htm.
427

R. Bird, D. R. Cahoy, The Emerging BRIC Economies: Lessons from Intellectual Property Negotiation and
Enforcement, Northwestern Journal of Technology and Intellectual Property, Vol. 5 Iss. 3 Summer Art.1 (2007), p. 408,
available at http://scholarlycommons.law.northwestern.edu/cgi/viewcontent.cgi?article=1131&context=njtip.
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United States - US Patents Code
IP/D/24WT/DS224

General background of the case

On 31 January 2001, Brazil requested consultations with the United States with regard to the
United States patent law.**®

The main concern of Brazil was that the United States complied with its obligations under the
WTO Agreements, and in particular its obligations under the TRIPS Agreement. In the United
States, it existed a specific regime for licensing and assignment of patent rights in inventions made
with federal assistance. Inter alia, small business firms or non - profit organizations which received
title to any subject invention were not allowed to grant to any person the right to use or sell the
subject invention in the United States unless such person had agreed that any product which
embodied the subject invention or which was produced through the use of the subject invention
was substantially manufactured in the United States. These requirements had to be respected and
appropriate related provisions had to be contained in any funding agreement with a small
business firm or non - profit organization. The United States patent law also imposed statutory
restrictions according to which the right to use or sell any federally owned inventions could have
been licensed only to a licensee that had agreed that any product which embodied the invention
or produced through the use of the invention had to be manufactured substantially in the United
States.

According to Brazil, the United States should have justified the consistency of the United States
patent law with its obligations under the WTO Agreements, including: i) its obligations to make
patents available and patents and patent rights enjoyable without discrimination as to the place of
invention, the field of technology and whether products are imported or locally produced under
Article 27 of the TRIPS Agreement. ii) Its obligations on the rights that a patent has to confer on its
owner under Article 28 of the TRIPS Agreement. iii) Its obligations under the Agreement on Trade -
Related Investment Measures (TRIMs Agreement) and the General Agreement on Tariffs and Trade
(GATT 1994).

Legal basis of the case: related provisions in the TRIPS Agreement
Article 27 of the TRIPS Agreement, Patentable Subject Matter:

“1. Subject to the provisions of paragraphs 2 and 3, patents shall be available for any inventions,
whether products or processes, in all fields of technology, provided that they are new, involve an
inventive step and are capable of industrial application. Subject to paragraph 4 of Article 65,
paragraph 8 of Article 70 and paragraph 3 of this Article, patents shall be available and patent

8 The United States Patent Code: United States Code - Title 35 - Patents.
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rights enjoyable without discrimination as to the place of invention, the field of technology and
whether products are imported or locally produced.

2. Members may exclude from patentability inventions, the prevention within their territory of the
commercial exploitation of which is necessary to protect ordre public or morality, including to
protect human, animal or plant life or health or to avoid serious prejudice to the environment,
provided that such exclusion is not made merely because the exploitation is prohibited by their law.

3. Members may also exclude from patentability:
(a) diagnostic, therapeutic and surgical methods for the treatment of humans or animals;

(b) plants and animals other than micro - organisms, and essentially biological processes for
the production of plants or animals other than non - biological and microbiological
processes. However, Members shall provide for the protection of plant varieties either by
patents or by an effective sui generis system or by any combination thereof. The provisions
of this subparagraph shall be reviewed four years after the date of entry into force of the
WTO Agreement.”

Article 28 of the TRIPS Agreement, Rights Conferred:
“1. A patent shall confer on its owner the following exclusive rights:

(a) where the subject matter of a patent is a product, to prevent third parties not having the
owner's consent from the acts of: making, using, offering for sale, selling, or importing for
these purposes that product;

(b) where the subject matter of a patent is a process, to prevent third parties not having the
owner's consent from the act of using the process, and from the acts of: using, offering for
sale, selling, or importing for these purposes at least the product obtained directly by that
process.

2. Patent owners shall also have the right to assign, or transfer by succession, the patent and to
conclude licensing contracts.”

Consultations Pending:

The case is still in consultations. No panel has been established and no withdrawal or mutually
agreed solution has been notified to the Dispute Settlement Body.

Further development related to the case

a) The DS 224 US Patents Code case was the first case where a developing country took the role of
complainant in a TRIPS dispute.429

2y Fukunaga, Enforcing TRIPS: Challenges of Adjudicating Minimum Standards Agreements, Berkeley Technology law

Journal, Vol. 23:867, p. 884, available at http://btlj.org/data/articles/23 2/867-931.pdf.
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b)Apparently, Brazil’s use of the dispute settlement system roughly reflected its trade flows, and
thus primarily involved cases against the WTO most powerful Members, the United States and the
European Union. It has been highlighted that the US Patents Code case was a “tit - for - tat”
maneuver in response to a United States challenge to the compulsory licensing provisions in
Brazil’s pharmaceutical patent law (WT/DS199). According to some academics, eventually both
complaints (WT/DS199 and WT/DS224) were not pursued further as part of a settlement,**
though it does not result from the WTO Secretariat that the case WT/DS224 has been formally
withdrawn.

c) For more information on further development to the case, please refer to the further
development section of DS 199 Brazil - Measures Affecting Patent Protection.

206, Schaffer, M. R. Sanchez, B. Rosenberg, Brazil’s response to the Judicialized WTO Regime: Strengthening the State

Through Diffusing Expertise, ICTSD South America Dialogue on WTO Dispute Settlement and Sustainable
Development, Sao Paolo, Brazil 22 - 23  June 2006, p. 17 - 18, available at
http://www.ictsd.org/downloads/2008/05/brazils-response-to-the-judicialized-wto-regime-strengthening-the-state-
through-diffusing-expertise.pdf.
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lll. WTO Cases Concerning
Trademarks and Geographical
Indications



European Communities - Protection of Trademarks and
Geographical Indications for Agricultural Products and
Foodstuffs

IP/D/19WT/DS174, IP/D/19/Add.1WT/DS174/Add.1 - Panel Report
WT/DS174/R

IP/D/25WT/DS290/1 - Panel Report WT/DS290/R

General background of the case

On 1 June 1991, the United States requested consultations with the European Communities
(“EC”) and their Member States with regard to the protection of trademarks and geographical
indications (“Gls”) for agricultural products and foodstuffs. On 4 April 2003, the United States
supplemented its earlier request with a request for additional consultations with the
European Communities and their Member States with regard to the same matter of the
earlier consultations. On 17 April 2003, Australia requested consultations with the European
Communities and their Member States with regard to the protection of trademarks and
geographical indications for agricultural products and foodstuffs.

No mutually satisfactory solution was reached in neither of the two cases and on 2 October
2003, a single Panel pursuant to the United States and Australia’s requests for establishment
of a panel was established.**!

250 the

The measure at issue was a European Community Regulation (“the Regulation”)
protection of geographical indications and designations of origin for agricultural products and
foodstuffs, as amended, and its related implementing and enforcement measures. The
Regulation contained different procedures. First, it set out two sets of applications
procedures with regard to the registration of geographical indications for agricultural
products and foodstuffs. Different procedures applied depending on whether the application
for registration concerned a name of a geographical area located in the territory of the
European Communities,** or in the territory of third countries outside the European
Communities.*** Second, it set out objection procedures with regard to the objections to
applications for registration of geographical indications. Different objections procedures
applied depending on the location of the geographical area and the location of the person

435

who wished to file an objection”™> Third, the Regulation set out specific procedures

concerning a regulatory committee which came into play where certain decisions on the

436

registration of geographical indications had to be taken.™ Fourth, the Regulation set out

In accordance with Article 9 of the Dispute Settlement Understanding on procedures for multiple
complainants.

2 The European Communities Council Regulation No. 2081/92 of 14 July 1992.
Articles 5 through 7 of the Regulation.

Articles 12a and 12b of the Regulation.

Articles 7, 12b and 12d of the Regulation.

Article 15 of the Regulation.

433
434
435

436
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specific procedures on inspection structures, which were required for the process of
registration of individual geographical indications,**” and procedures on certain labeling
requirement in case of homonymous names.**®

The two complainants raised several claims under the TRIPS Agreement, the Paris Convention
for the Protection of Industrial Property of 1967 (“Paris Convention”), the most - favored -
nation treatment obligation under Article I:1 of GATT 1994, the national treatment obligation
under Article 111:4 of GATT 1994, the obligations on preparation, adoption and application of
technical regulations by central government bodies under Article 2 of the Agreement on
Technical Barriers to Trade.

In particular, since certain claims were made in relation to the Paris Convention, and this
Convention was administered by the International Bureau of WIPO, the Panel requested the
International Bureau assistance in the form of any factual information available to it on the
interpretation of certain provisions of the Convention. The factual information provided by
the International Bureau consisted of a note it prepared and five annexes.

Moreover, the European Communities and their Member States had argued that the two
complainants, Australia and the United States, had raised two non - identical complaints.
Therefore, although there was a single Panel established in the dispute, they requested the
Panel to submit separate reports on the dispute under discussion, pursuant to Article 9.2 of
the Dispute Settlement Understanding (“DSU”). The Panel informed the parties that it would
have done so.

Legal basis of the case: related provisions in the TRIPS and interpretation
Article 1.1 and 1.2 of the TRIPS Agreement, Nature and Scope of Obligations:

“1. Members shall give effect to the provisions of this Agreement. Members may, but shall not
be obliged to, implement in their law more extensive protection than is required by this
Agreement, provided that such protection does not contravene the provisions of this
Agreement. Members shall be free to determine the appropriate method of implementing the
provisions of this Agreement within their own legal system and practice.

2. For the purposes of this Agreement, the term “intellectual property” refers to all categories
of intellectual property that are the subject of Sections 1 through 7 of Part I.”

Article 2.1 of the TRIPS Agreement, Intellectual Property Conventions:

“1. In respect of Parts Il, lll and IV of this Agreement, Members shall comply with Articles 1
through 12, and Article 19, of the Paris Convention (1967).”

Article 3.1 of the TRIPS Agreement, National Treatment:

*Article 10 of the Regulation.

B rticle 12 (2) of the Regulation.
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“1. Each Member shall accord to the nationals of other Members treatment no less favourable
than that it accords to its own nationals with regard to the protection of intellectual property,
subject to the exceptions already provided in, respectively, the Paris Convention (1967), the
Berne Convention (1971), the Rome Convention or the Treaty on Intellectual Property in
Respect of Integrated Circuits. In respect of performers, producers of phonograms and
broadcasting organizations, this obligation only applies in respect of the rights provided under
this Agreement. Any Member availing itself of the possibilities provided in Article 6 of the
Berne Convention (1971) or paragraph 1(b) of Article 16 of the Rome Convention shall make a
notification as foreseen in those provisions to the Council for TRIPS.”

Two elements must be satisfied to establish an inconsistency with the obligation stemming
from Article 3.1 of the TRIPS Agreement: 1) the measure at issue must apply with regard to
the protection of intellectual property; and 2) the nationals of other Members must be
accorded “less favorable” treatment than the Member’s own nationals. (DS 290 Panel Report,
para. 7.175; DS 174 Panel Report, para. 7.125)

The national treatment obligation in Article 3 of the TRIPS Agreement applies “with regard to
the protection of intellectual property rights”. Footnote 2 provides an inclusive definition of
the term “protection” as used in Articles 3 and 4, including matters affecting the availability,
acquisition, scope, maintenance and enforcement of intellectual property rights as well as
those matters affecting the use of intellectual property rights specifically addressed in the
TRIPS Agreement. Under Article 1.2 of the TRIPS Agreement, the term “intellectual property”
refers to all categories of intellectual property that are the subjects of Section 1 through 7 of
Part Il of the Agreement. (DS 290 Panel Report, paras. 7.176 - 7.177; DS 174 Panel Report,
paras. 7.126 - 7 - 127)

Although Article 3.1 of the TRIPS Agreement applies to nationals, not products, reference to
previous jurisprudence on this obligation in the context of the GATT 1994 [concerning
products] could be useful to interpret this obligation.439 Accordingly, the standard for an
assessment under Article 3.1 of the TRIPS Agreement requires to examine whether the
difference in treatment affects the “effective equality of opportunities” between the nationals
of other Members and the European Communities’” own nationals with regard to the
“protection” of intellectual property rights, to the detriment of nationals of other Members.
(DS 174 Panel Report, para. 7.134; DS 290 Panel Report, para. 7.184)

Since the standard of evaluation is based on effective equality of opportunities, it follows that
the nationals that are relevant to an examination under Article 3.1 of the TRIPS Agreement
should be those who seek opportunities with respect to the same type of intellectual
property in comparable situations. On the one hand, this excludes a comparison of
opportunities for nationals with respect to different categories of intellectual property, such
as geographical indications and copyright. On the other hand, no reason has been advanced

9 panel Report, US - Section 211 Omnibus Appropriations Act of 1998, WT/DS176/R, paras. 8.131 - 8.133, and

Appellate Body report, US - Section 211 Omnibus Appropriations Act of 1998, WT/DS176/AB/R, adopted on 1
February 2002, para. 258; GATT Panel Report, US - Section 337 of the Tariff Act of 1930, L/6439 - 365/345,
adopted on 7 November 1989, para. 5.11.
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as to why the equality of opportunities should be limited a priori to rights with a territorial
link to a particular Member. (DS 174 Panel Report, para. 7.174; DS290 Panel Report, para.
7.217)

Article 4 of the TRIPS Agreement, Most - Favored - Nation Treatment:

“With regard to the protection of intellectual property, any advantage, favor, privilege or
immunity granted by a Member to the nationals of any other country shall be accorded
immediately and unconditionally to the nationals of all other Members. Exempted from this
obligation are any advantage, favor, privilege or immunity accorded by a Member:

(a) deriving from international agreements on judicial assistance or law enforcement of a
general nature and not particularly confined to the protection of intellectual property;

(b) granted in accordance with the provisions of the Berne Convention (1971) or the Rome
Convention authorizing that the treatment accorded be a function not of national treatment
but of the treatment accorded in another country;

(c)in respect of the rights of performers, producers of phonograms and broadcasting
organizations not provided under this Agreement;

(d) deriving from international agreements related to the protection of intellectual property
which entered into force prior to the entry into force of the WTO Agreement, provided that
such agreements are notified to the Council for TRIPS and do not constitute an arbitrary or
unjustifiable discrimination against nationals of other Members.”

Two elements must be satisfied to establish an inconsistency with the most - favored - nation
treatment obligation under Article 4 of the TRIPS Agreement: 1) the measure at issue must
apply with regard to the protection of intellectual property; and 2) the nationals of other
Members are not “immediately and unconditionally” accorded any advantage, favor, privilege
or immunity granted by a Member to the nationals of any other country. (DS 174, Panel
Report, para. 7.698)

Article 16.1 of the TRIPS Agreement, Rights Conferred:

“1. The owner of a registered trademark shall have the exclusive right to prevent all third
parties not having the owner's consent from using in the course of trade identical or similar
signs for goods or services which are identical or similar to those in respect of which the
trademark is registered where such use would result in a likelihood of confusion. In case of the
use of an identical sign for identical goods or services, a likelihood of confusion shall be
presumed. The rights described above shall not prejudice any existing prior rights, nor shall
they affect the possibility of Members making rights available on the basis of use.”

Article 16.1 of the TRIPS Agreement is included in Part Il of the Agreement, which contains
minimum standards concerning the availability, scope and use of intellectual property rights.
Although each of the Sections in Part Il provides for a different category of intellectual
property, at times they refer to one another, as certain subject matter may be eligible for
protection by more than one category of intellectual property rights. This is particularly

119



apparent in the case of trademarks and geographical indications, both of which are, in general
terms, forms of distinctive signs. Article 16.1 sets out a right which must be conferred on the
owner of a registered trademark, and which may also be acquired on the basis of use. The
ordinary meaning of the text indicates that, basically, this right applies to use in the course of
trade of identical or similar signs, on identical or similar goods, where such use would result in
a likelihood of confusion. It does not specifically exclude use of signs protected as
geographical indications. The text of Article 16.1 stipulates that the right for which it provides
is an “exclusive” right. This must signify more than the fact that it is a right to “exclude”
others, since that notion is already captured in the use of the word “prevent”. Rather, it
indicates that this right belongs to the owner of the registered trademark alone, who may
exercise it to prevent certain uses by “all third parties” not having the owner’s consent. The
last sentence provides for an exception to that right, which is that it shall not prejudice any
existing prior rights. Otherwise, the text of Article 16.1 is unqualified. Other exceptions to the
right under Article 16.1 are provided for in Article 17 and possibly elsewhere in the TRIPS
Agreement. (DS174 Panel Report, paras. 7.600 - 7.603; DS 290 Panel Report, paras. 7.600 -
7.603)

Article 17 of the TRIPS Agreement, Exceptions:

“Members may provide limited exceptions to the rights conferred by a trademark, such as fair
use of descriptive terms, provided that such exceptions take account of the legitimate interests
of the owner of the trademark and of third parties.”

Article 17 expressly permits Members to provide limited exceptions to the rights conferred by
a trademark, which include the right provided for in Article 16.1 of the TRIPS Agreement.
Article 17 permits “limited exceptions”. It provides an example of a limited exception, and is
subject to a proviso that “such exceptions take account of the legitimate interests of the
owner of the trademark and of third parties”. The ordinary meaning of the terms indicates
that an exception must not only be “limited” but must also comply with the proviso in order
to satisfy Article 17. The example of “fair use of descriptive terms” is illustrative only, but it
can provide interpretative guidance because, a priori, it falls within the meaning of a “limited”
exception and must be capable of satisfying the proviso in some circumstances. Any
interpretation of the term “limited” or of the proviso which excluded the example would be
manifestly incorrect. The structure of Article 17 differs from that of other exceptions
provisions. It can be noted that Articles 13, 26.2 and 30 of the TRIPS Agreement, as well as
Article 9(2) of the Berne Convention (1971) as incorporated by Article 9.1 of the TRIPS
Agreement, also permit exceptions to intellectual property rights and all contain, to varying
degrees, similar language to Article 17. However, unlike these other provisions, Article 17
contains no reference to “conflict with a [or the] normal exploitation”, no reference to
“unreasonablfe] prejudice to the legitimate interests” of the right holder or owner, and it not
only refers to the legitimate interests of third parties but also treats them on par with those
of the right holder. It is also the only one of these provisions that contains an example.
Further, Article 17 permits exceptions to trademark rights, which differ from each of the
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intellectual property rights to which these other exceptions apply. Therefore, whilst it is
instructive to refer to the interpretation by two previous panels of certain shared elements
found in Articles 13 and 30, it is important to interpret Article 17 according to its own terms.
(DS174 Panel Report, paras. 7.647 - 7.649; DS 290 Panel Report, paras. 7.647 - 7.649)

The Panel agrees with the views of the Panel in Canada - Pharmaceutical Patents, which
interpreted the identical term in Article 30, that “[t]he word 'exception’ by itself connotes a
limited derogation, one that does not undercut the body of rules from which it is made” .**°
The addition of the word “limited” emphasizes that the exception must be narrow and permit
only a small diminution of rights. The issue is whether the exception to the rights conferred by

a trademark is narrow. (DS174 Panel Report, paras. 7.650; DS 290 Panel Report, paras. 7.650).

Limited exceptions must satisfy the proviso that “such exceptions take account of the
legitimate interests of the owner of the trademark and of third parties” in order to benefit
from Article 17. The Panel must first establish what are “legitimate interests”. Read in
context, the “legitimate interests” of the trademark owner are contrasted with the “rights
conferred by a trademark”, which also belong to the trademark owner. Given that Article 17
creates an exception to the rights conferred by a trademark, the “legitimate interests” of the
trademark owner must be something different from full enjoyment of those legal rights. The
“legitimate interests” of the trademark owner are also compared with those of “third
parties”, who have no rights conferred by the trademark. Therefore, the “legitimate
interests”, at least of third parties, are different from simply the enjoyment of their legal
rights. This is confirmed by the use of the verb “take account of”, which is less than “protect”.
The Panel agrees with the following view of the Panel in Canada - Pharmaceutical Patents,
which interpreted the term “legitimate interests” of a patent owner and third parties in the
context of Article 30 as follows: “To make sense of the term 'legitimate interests' in this
context, that term must be defined in the way that it is often used in legal discourse - as a
normative claim calling for protection of interests that are 'justifiable' in the sense that they
are supported by relevant public policies or other social norms.” This is also true of the term
“legitimate interests” of a trademark owner and third parties in the context of Article 17.
(DS174 Panel Report, paras. 7.662 - 7.663; DS 290 Panel Report, paras. 7.662 - 7.663)

The legitimacy of some interest of the trademark owner is assumed because the owner of the
trademark is specifically identified in Article 17. Every trademark owner has a legitimate
interest in preserving the distinctiveness, or capacity to distinguish, of its trademark so that it
can perform that function. The Panel notes that the proviso to Article 17 requires only that
exceptions “take account” of the legitimate interests of the owner of the trademark, and does
not refer to “unreasonablfe] prejudice” to those interests, unlike the provisos in Articles 13,
26.2 and 30 of the TRIPS Agreement and Article 9(2) of the Berne Convention (1971) as
incorporated by Article 9.1 of the TRIPS Agreement. This suggests that a lesser standard of
regard for the legitimate interests of the owner of the trademark is required.

“% panel report on Canada - Pharmaceutical Patents, para. 7.30. For easy reference, cf as well Case DS114:

Canada - Pharmaceutical Patents
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Article 22 of the TRIPS Agreement, Protection of Geographical Indications:

“1. Geographical indications are, for the purposes of this Agreement, indications which
identify a good as originating in the territory of a Member, or a region or locality in that
territory, where a given quality, reputation or other characteristic of the good is essentially
attributable to its geographical origin.

2. In respect of geographical indications, Members shall provide the legal means for interested
parties to prevent:

(a) the use of any means in the designation or presentation of a good that indicates or
suggests that the good in question originates in a geographical area other than the true
place of origin in a manner which misleads the public as to the geographical origin of the
good;

(b) any use which constitutes an act of unfair competition within the meaning of
Article 10bis of the Paris Convention (1967).

.3. A Member shall, ex officio if its legislation so permits or at the request of an interested
party, refuse or invalidate the registration of a trademark which contains or consists of a
geographical indication with respect to goods not originating in the territory indicated, if use
of the indication in the trademark for such goods in that Member is of such a nature as to
mislead the public as to the true place of origin.

4. The protection under paragraphs 1, 2 and 3 shall be applicable against a geographical
indication which, although literally true as to the territory, region or locality in which the
goods originate, falsely represents to the public that the goods originate in another territory.”

Article 22.2 creates an obligation that applies in respect of geographical indications. Read in
context, the obligation in Article 22.2 to provide certain legal means “in respect of’ of
geographical indications, is an obligation to provide for the protection of geographical
indications. (DS 290 Panel Report, paras. 7.712 - 7.714)

Article 24.3 and 24.5 of the TRIPS Agreement, International Negotiations; Exceptions:

“3. In implementing this Section, a Member shall not diminish the protection of geographical
indications that existed in that Member immediately prior to the date of entry into force of the
WTO Agreement.

(...)

5. Where a trademark has been applied for or registered in good faith, or where rights to a
trademark have been acquired through use in good faith either:

(a) before the date of application of these provisions in that Member as defined in
Part VI; or

(b) before the geographical indication is protected in its country of origin;
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measures adopted to implement this Section shall not prejudice eligibility for or the validity of
the registration of a trademark, or the right to use a trademark, on the basis that such a
trademark is identical with, or similar to, a geographical indication.”

Under Article 24.3 of the TRIPS Agreement, in implementing Section 3 of Part Il of the
Agreement, a Member has an obligation not to diminish the protection of geographical
indications that existed in that Member immediately prior to the date of entry into force of
the WTO Agreement. Article 24.3 does not apply to measures adopted to implement
provisions outside Section 3. This is a standstill provision and is mandatory. (DS174 Panel
Report, paras. 7.630 - 7.633; DS 290 Panel Report, paras. 7.630 - 7.633)

The subject of Article 24.5 of the TRIPS Agreement is measures adopted to implement Section
3. The principal verb in Article 24.5 is “shall not prejudice”: that is, the provision shall not
affect certain other rights, including prior rights. The object of the principal verb in Article
24.5 is “the eligibility for or the validity of the registration of trademark” and “the right to use
a trademark”. This object refers respectively to the obligations to “refuse or invalidate the
registration of a trademark” and that “registration of a trademark...shall be refused or
invalidated” in Articles 22.3 and 23.2, and the aspect of trademark protection which would
otherwise be prejudiced by the obligations to provide the legal means to prevent certain uses
in Articles 22.2 and 23.1. (DS174 Panel Report, paras. 7.606 - 7.609; DS 290 Panel Report,
paras. 7.606 - 7.609)

There is no language in Article 24.5 of the TRIPS Agreement that would provide for the
conferral of a right to use a trademark. Instead, it is a saving provision that ensures that “the
right to use a trademark” is not prejudiced, or affected, by measures adopted to implement
Section 3 of Part Il. Irrespective of how the right to use a trademark arises, there is no
obligation under Article 24.5 to confer it. Accordingly, Article 24.5 creates an exception to
geographical indication protection - as reflected in the title of Article 24. (DS174 Panel Report,
paras. 7.615; DS 290 Panel Report, paras. 7.615). The text of Article 24.5 expressly preserves
the right to use a trademark - which is not expressly provided for in the TRIPS Agreement -
and is silent as to any limitation on the trademark owner’s exclusive right to prevent
confusing uses of signs - which is expressly provided for in the TRIPS Agreement when the
sign is used as a geographical indication. (DS174 Panel Report, paras. 7.618; DS 290 Panel
Report, paras. 7.618). Accordingly, it is inappropriate to imply in Article 24.5 either the right
to prevent confusing uses or a limitation on the right to prevent confusing uses. Under Article
16.1 of the TRIPS Agreement, Members are required to make available to trademark owners a
right against certain uses, including uses as a geographical indication. (DS174 Panel Report,
paras. 7.625; DS 290 Panel Report, paras. 7.625)

Article 65.1 of the TRIPS Agreement, Transitional Arrangements:

“1. Subject to the provisions of paragraphs 2, 3 and 4, no Member shall be obliged to apply the
provisions of this Agreement before the expiry of a general period of one year following the
date of entry into force of the WTO Agreement.”

Article 10bis of the Paris Convention, Unfair Competition:
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“(1) The countries of the Union are bound to assure to nationals of such countries effective
protection against unfair competition.

(2) Any act of competition contrary to honest practices in industrial or commercial matters
constitutes an act of unfair competition.

(3) The following in particular shall be prohibited:

(i) all acts of such a nature as to create confusion by any means whatever with the
establishment, the goods, or the industrial or commercial activities, of a competitor;

(ii) false allegations in the course of trade of such a nature as to discredit the
establishment, the goods, or the industrial or commercial activities, of a competitor;

(iii) indications or allegations the use of which in the course of trade is liable to mislead
the public as to the nature, the manufacturing process, the characteristics, the
suitability for their purpose, or the quantity, of the goods.”

Article 10ter (1) of the Paris Convention, Marks, Trade Names, False Indications, Unfair
Competition: Right to Sue:

“(1) The countries of the Union undertake to assure to nationals of the other countries of the
Union appropriate legal remedies effectively to repress all the acts referred to in Articles 9, 10,
and 10bis.”

Article 6.2 of the Dispute Settlement Understanding, Establishment of Panels:

“2. The request for the establishment of a panel shall be made in writing. It shall indicate
whether consultations were held, identify the specific measures at issue and provide a brief
summary of the legal basis of the complaint sufficient to present the problem clearly. In case
the applicant requests the establishment of a panel with other than standard terms of
reference, the written request shall include the proposed text of special terms of reference.”

The terms of Article 6.2 of the DSU require that a request for establishment of a panel identify
the specific measures at issue, but not the specific aspects of the measures at issue. (DS 174
Panel Report, para. 11; DS 290 Panel Report, para. 26)

Article 9 of the Dispute Settlement Understanding, Procedure for Multiple Complainants:

“1. Where more than one Member requests the establishment of a panel related to the same
matter, a single panel may be established to examine these complaints taking into account
the rights of all Members concerned. A single panel should be established to examine such
complaints whenever feasible.

2. The single panel shall organize its examination and present its findings to the DSB in such a
manner that the rights which the parties to the dispute would have enjoyed had separate
panels examined the complaints are in no way impaired. If one of the parties to the dispute so
requests, the panel shall submit separate reports on the dispute concerned. The written
submissions by each of the complainants shall be made available to the other complainants,
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and each complainant shall have the right to be present when any one of the other
complainants presents its views to the panel.

3. If more than one panel is established to examine the complaints related to the same matter,
to the greatest extent possible the same persons shall serve as panelists on each of the
separate panels and the timetable for the panel process in such disputes shall be harmonized.”

The complainants’ position: the United States and Australia

The United States and Australia had claimed that the European Communities and their
Member States had violated, among others, their obligations under the TRIPS Agreement.

a) Under Article 3.1 of the TRIPS Agreement, with regard to the protection of intellectual
property, Members have an obligation to accord to the nationals of other Members
treatment no less favorable than the one they accord to their own nationals. Members have a
national treatment obligation as well under Article 2 of the Paris Convention, as incorporated
into the TRIPS Agreement by virtue of its Article 2.1.

i) The European Communities and their Member States had violated Article 3.1 of the TRIPS
agreement and Article 2 (1) of the Paris Convention, as incorporated into the TRIPS
Agreement by virtue of its Article 2.1. The Regulation imposed conditions of reciprocity and
equivalence on the availability of protection, that is the Regulation only applied to agricultural
products or foodstuffs from a third country provided that the third country, in whose territory
the Gl was located, was able and willing to adopt a system for Gl protection that was
equivalent to that adopted by the European Communities and provided reciprocal protection

441 ey
These conditions

to products from the European Communities and their Member States.
applied to WTO Members as well. Thus, unless the WTO Member government in whose
territory the geographical location at issue was situated was able and willing to meet the
equivalence and reciprocity conditions, non - EC nationals from other WTO Members were
not able to access the rights available to EC nationals, including the advantage of Gl

registration.

ii) Under Article 2 (2) of the Paris Convention, no requirement as to domicile or establishment
in the country where protection is claimed may be imposed upon nationals of countries of the
Paris Union for the enjoyment of any industrial property rights. The European Communities
and their Member States had violated Article 2 (2) of the Paris Convention, as incorporated
into the TRIPS Agreement by virtue of its Article 2.1. The Regulation imposed a requirement
of establishment in the European Communities: a foreign national could have registered a Gl
for a product only if he was producing or processing it in the European Communities.

b) The European Communities and their Member States, with specific regard to the
application procedures of the Regulation,*** had violated Article 3.1 of the TRIPS Agreement

at Specifically under Article 12 (1) of the Regulation.

2 Under Articles 5 and 12a of the Regulation.
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and Article 2 of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of
its Article 2.1.

i) Under the application procedures of the Regulation, non-EC nationals who wished to
register a Gl located in the territory of another WTO Member could not apply for registration
directly to the European Communities - whether to the Commission or another Community -
level body. To the contrary, EC nationals could have applied directly to the European
Communities through their Member States, which implemented the Regulation as sub -
national units of the European Communities. Moreover, WTO Members in which the Gl was
located were required by the Regulation to pre-approve any Gl application. Thus, while EC
Member States had an obligation to provide the means for intellectual property right holders
(in this case, Gl) to exercise their rights, and no intervention by another government was
needed, non-EC nationals needed an intervention by another government that had no legal
obligation to perform that intervention.

ii) The European Communities and their Member States had violated Article 2 (2) of the Paris
Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1, because the
Regulation imposed a requirement of establishment in the European Communities.**?

¢) The European Communities and their Member States, with specific regard to the objection
procedures of the Regulation,*** had violated Article 3.1 of the TRIPS Agreement and Article 2
of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1.

i) The European Communities and their Member States had violated the national treatment
obligation under Article 3.1 of the TRIPS Agreement and Article 2 (1) of the Paris Convention,
as incorporated into the TRIPS Agreement by virtue of its Article 2.1. Under the objection
procedures, a non - EC national resident or established in EC had to lodge an objection
through the government of the WTO Member in which he resided or was established. That
government would have been responsible for verification and transmission of the objection to
the European Commission. This meant that EC Member States had no obligation to
implement the Regulation in the same stringent way, whereas other WTO Members had to.
Accordingly, the objection process for non - EC nationals was fundamentally different from
the one for EC nationals. The result was that non - EC nationals did not have a direct means to
object to Gl registrations and the Regulation objection procedures accorded less favorable
treatment to non - EC nationals. Any outward appearance of symmetry of treatment masked
a fundamentally different situation. In addition, the Regulation limited the persons who might
have filed objections to those residents or established in a country that satisfied the
conditions of equivalence and reciprocity,** and certain individual Gls were still in force,
although registered under articles of the Regulation which had been deleted, without
granting a right of objection to WTO Member nationals.

*3 This claim had been raised only by Australia.

Under Articles 7, 12b and 12d of the Regulation.
Under Article 12d of the Regulation.
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ii) The European Communities and their Member States, with specific regard to the objection
procedures of the Regulation,**® had violated Article 2 (2) of the Paris Convention, as
incorporated into the TRIPS Agreement by virtue of its Article 2.1, because the Regulation
imposed a requirement of domicile or establishment within the territory of the European
Communities.

d) The European Communities and their Member States, with specific regard to the
procedures on the regulatory committee of the Regulation,447 had violated Article 3.1 of the
TRIPS Agreement and Article 2 (1) of the Paris Convention, as incorporated into the TRIPS

*8 Under the Regulation, when certain types of

Agreement by virtue of its Article 2.1.
decisions, such as the registration of Gls in the presence of admissible objections, had to be
taken, the regulatory committee had to be consulted by the European Commission. Non - EC
national trademark right holders did not have a national representative on the Committee
speaking for their interests and, therefore, the treatment accorded to them was less

favorable than the one accorded to EC - nationals.

e) The European Communities and their Member States, with specific regard to the
procedures on inspection structures in the Regulation,*** had violated the national treatment
obligation under Article 3.1 of the TRIPS Agreement and Article 2 (1) of the Paris Convention,

as incorporated into the TRIPS Agreement by virtue of its Article 2.1.*°

i) Under the Regulation, certain inspection structures had to be established in the country
where Gls were located. However, while EC Member States had an obligation to establish
specific structures under the Regulation, other WTO Member nationals did not have an
obligation and, as a matter of fact, many WTO Members did not have such inspection
structures. Therefore, while EC nationals automatically had access to qualifying inspection
structures, non - EC nationals from other WTO Members could not satisfy this condition, at
least where the WTO Member concerned had not established the EC inspection structures.
The Regulation did not accord equal treatment to EC nationals and non - EC nationals from
other WTO Members.

ii) It was not clear on what basis another WTO Member government authority would have
been in a position to assess that the inspection structures which were in place in its territory
would meet the requirements of the Regulation. Inspection structure requirements were
highly prescriptive and went beyond simply assuring that products met the product
specifications. If a WTO Member demanded that other WTO Members established the same
particular inspection structures that it had chosen for itself as a precondition for granting
TRIPS rights to nationals of other Members, it accorded less favorable treatment.

*® Under Articles 7, 12b and 12d of the Regulation.

Under Article 15 of the Regulation.

This claim had been raised only by Australia.

Under Article 10 of the Regulation.

This claim had been raised only by the United States.
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f) The European Communities and their Member States, with specific regard to the labeling
requirement of the Regulation,451 had violated the national treatment obligation under Article
3.1 of the TRIPS Agreement.452 Under the Regulation, if a protected name of a third country
were identical to a Community protected name, registration would have been granted with
due regard for local and traditional usage and the practical risks of confusion. Use of such
names would have been granted only on the condition that the country of origin of the
product be clearly and visibly indicated on the label. Thus, the Regulation imposed a
requirement on the registration of Gls located in third countries that it did not impose on Gls
located in the European Communities, in violation of Article 3.1 of the TRIPS Agreement: third
country Gls had to be burdened by a clear and visible indication of the country of origin on
the label. Moreover, this indication of the country of origin was a qualifier that detracted
from the value of the geographical indication by implying that it was something other than
the “true” geographical indication.

g) Under Article 16.1 of the TRIPS Agreement, Members have an obligation to provide owners
of registered trademarks the exclusive right to prevent all third parties not having the owner’s
consent from using in the course of trade signs for goods or services which are identical or
similar to those in respect of which the trademark is registered where such use would result
in a likelihood of confusion.

i) The European Communities and their Member States had violated Article 16.1 of the TRIPS
Agreement, because the Regulation denied the owner of a registered (prior) trademark the
exclusive right to prevent uses of Gls indications which would have resulted in a likelihood of
confusion with prior trademarks. Under the Regulation, registration of a Gl could have been
denied where, taking into consideration an existing prior trademark’s reputation and renown
and the length of time it had been used, the registration of the Gl would have been liable to

mislead the consumer as to the true identity of the product.453

Thus, the Regulation did not
concern use that was liable to “confuse”, as provided for under Article 16.1 of the TRIPS
Agreement, but rather concerned use that was liable to “mislead” and misleading was a
stricter evidentiary standard than confusing. The Regulation required consideration of a
trademark’s reputation, renown and the length of time it had been used, which were not
required by Article 16.1 of the TRIPS Agreement. The rights provided for in Article 16.1 of the
TRIPS Agreement refers to “where such use would result in a likelihood of confusion”, and this
implied that there was, or there was intended to be, active use of a trademark and that the
right encompassed pre - emptive action. The only instance in which the Regulation had been
applied showed that there was no consideration of the issue whether registration of the Gl

would have constituted confusing use in relation to the prior trademark.***

1 Under Article 12 (2) of the Regulation.

This claim had been raised only by the United States.
Article 14 (3) of the Regulation.

The reference was to the registered geographical indication “Bayerisches Bier” and to the previous mark
“BAVARIA”.

452
453

454
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ii) The European Communities and their Member States had violated Article 16.1 of the TRIPS
Agreement because the Regulation denied the owner of a registered (prior) trademark the
exclusive right to prevent uses of Gls indications where a mere presumption of a likelihood of
confusion in the case of use of an identical sign for identical goods occurred, as provided for
in Article 16.1 of the TRIPS Agreement. The provisions of the Regulation did not grant to the
authorities the necessary discretion to apply the presumption.*>

iii) The European Communities and their Member States had violated Article 16.1 of the TRIPS
Agreement because it did not ensure that objections to registration were admissible on the
grounds that use of the geographical indication would result in a likelihood of confusion.*®

iv) The European Communities and their Member States had violated Article 16.1 of the TRIPS
Agreement because the Regulation did not ensure that an objection by the owner of a
registered trademark would have been considered by the “ultimate decision maker”, being
the regulatory committee of the EC Member States.*”’

h) Under Article 22.2 of the TRIPS Agreement, in respect of Gls, Members have an obligation
to provide the legal means for interested parties to prevent the use of any means in the
designation or presentation of a good that indicates or suggests that the good in question
originates in a geographical area other than the true place of origin in a manner which
misleads the public as to the geographical origin of the good, and any use which constitutes
an act of unfair competition within the meaning of Article 10bis of the Paris Convention.

i) The European Communities and their Member States had violated Article 22.2 of the TRIPS
Agreement, because they had failed to provide at Community level the legal means for
interested parties to prevent use in respect of a Gl registered, or proposed to be registered,
under the Regulation. The obligation to provide certain legal means for interested parties is
not limited to Gls, but extends to any situation that concerns Gls, including a situation
involving the proposed registration of a Gl that potentially constitutes an act of unfair
competition within the meaning of Article 10bis of the Paris Convention. As an example, it
could have been entirely possible that some products, while originally based on a European
production process, had been further developed and refined outside the European country of
origin and had subsequently come to represent the international trading standard for that
product. This could have well constituted misleading use or act of unfair competition within

the meaning of Article 10bis of the Paris Convention.*®

ii) The European Communities and their Member States had violated Article 22.2 of the TRIPS
Agreement, because the Regulation did not provide interested parties in other WTO
Members which did not satisfy the equivalence and reciprocity conditions, including

3 This claim had been raised only by Australia.

*® This claim had been raised only by Australia.
*7 This claim had been raised only by Australia.

% This claim had been raised only by Australia.
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inspection structures, the legal means to protect their Gls on a uniform basis throughout the
territory of the European Communities.**®

i) Under Article 4 of the TRIPS agreement, any advantage, favor, privilege or immunity
granted by a Member to the nationals of any other country has to be accorded immediately
and unconditionally to the nationals of all other Members.

i.i) The European Communities and their Member States had violated the most - favored -
nation treatment obligation in Article 4 of the TRIPS Agreement and the Paris Convention
because the Regulation imposed conditions of reciprocity and equivalence on the availability
of protection. Article 4 of the TRIPS Agreement contains some exceptions, but none of the
exceptions in Article 4 permits reciprocity in relation to the protection of Gls and the
Regulation did not immediately and unconditionally accord the same advantages with respect

to availability of protection that it accorded to EC nationals.*®°

i.ii) The European Communities and their Member States, with specific regard to the
application and objection procedures,461 had violated the most-favored-nation treatment
obligation in Article 4 of the TRIPS Agreement for the same reasons that it was in violation of
the national treatment obligation of the TRIPS Agreement.*®?

I) The execution of the Regulation by authorities of EC Member States was in violation of the
most-favored-nation treatment obligation of Article 4 of the TRIPS Agreement. EC Member
States had to be considered WTO Members outside the European Communities and nationals
of EC Member States were accorded more favorable treatment than nationals of WTO
Members outside the European Communities. A certain treatment was therefore granted to
some nationals of WTO Members while a less favorable to nationals of other Members.
Measures of EC Member States fell within the Panel terms of reference because the request
for establishment of a panel specified not only the Regulation but also “its related

implementation and enforcement measures”.*3

m) Under Articles 10bis (1) and 10ter (1) of the Paris Convention, Members of the Paris Union
have an obligation to assure to nationals of countries of the Paris Union effective protection
against unfair competition and appropriate legal remedies effectively to repress all the acts of

%4 These two Articles were incorporated into the TRIPS Agreement by

unfair competition.
virtue of its Article 2.1.The European Communities and their Member States had violated

Article 2.1 of the TRIPS Agreement, incorporating Articles 10bis (1) and 10ter (1) of the Paris

* This claim had been raised only by the United States.

* This claim had been raised only by the United States. Australia included a claim of violation of Article 4 of the

TRIPS Agreement in its request for establishment of a panel and, in its first written submission, reserved the right
to pursue this claim. However, it did not pursue it.
**1 Under Articles 5 and 12 and 7, 12b and 12d of the Regulation.

This claim had been raised only by the United States. Australia included a claim of violation of Article 4 of the
TRIPS Agreement in its request for establishment of a panel and, in its first written submission, reserved the right
to pursue this claim. However, it did not pursue it.

462

*®3 This claim had been raised only by the United States.

%64 Referred to in Articles 9, 10 and 10bis of the Paris Convention.
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Convention, because they denied to nationals of other WTO Members effective protection
against unfair competition and appropriate legal remedies to repress effectively all acts of
unfair competition. The Regulation provided a Community - wide system of registration of Gls
that provided effective protection from acts of unfair competition, including in relation to
later trademark applications within the Community, but not a Community - wide system of
effective protection of trademarks from acts of unfair competition arising from the later
registration of geographical indications under the Regulation. Article 10bis (1) includes an
obligation to protect trademarks against unfair competition from a Gl and Article 10ter (1)
therefore ensures that a Member provides the mechanism necessary to assure protection
against unfair competition “in any guise” and to assure to nationals of other Members
effective protection against unfair competition that permits account to be taken of honest

practices established in international trade.*®

n) The European Communities and their Member States had violated the TRIPS Agreement
provisions stipulating obligations with respect to enforcement procedures.

i) The European Communities and their Member States had violated the TRIPS Agreement
provisions stipulating obligations with respect to enforcement procedures,*®® because of the
Regulation provisions concerning objections by a trademark right holders, and the functioning
of the regulatory committee.

ii) The European Communities and their Member States had violated the TRIPS Agreement
provisions stipulating obligations with respect to enforcement procedures,467because the
Regulation denied the owner of a registered trademark the right provided for in Article 16.1
of the TRIPS Agreement, and because it did not provided the rights provided for in Article 22.2
of the TRIPS Agreement with respect to Gls. Enforcement obligations of the TRIPS Agreement
applied to the Regulation to the extent that it made unavailable to right holders the requisite
enforcement procedures and remedies.

o) The European Communities and their Member States had violated many obligations under

the TRIPS Agreement and the Paris Convention.*®®

The Regulations did not ensure that
decisions by EC member States to grant transitional national protection to Gls pursuant to the
Regulation did not diminish the protection of trademarks under the TRIPS Agreement, in the

same way as registration of Gls at the Community level.

p) In April 2003, the Regulation had been amended. As of April 2003, 120 GIs had been
registered under the Regulation according to a procedure that granted a right of objection to
persons resident or established in an EC member State but not to nationals of other WTO

*®> This claim had been raised only by Australia.

More specifically, this was a claim of violation of Articles 41.1, 41.2, 41.3 and 42 of the TRIPS Agreement. This
claim had been raised only by Australia.

*” More specifically, this was a claim of violation of Articles 41.1, 41.2, 41.3, 42 and 44.1 of the TRIPS

Agreement. This claim had been raised only by the United States.
468

466

The Regulation was in violation of Articles 2.1 of the TRIPS Agreement, incorporating Article 10bis and 10ter
of the Paris Convention, and Articles 16.1, 41.1, 41.2, 41.3 and 42 of the TRIPS Agreement. This claim had been
raised only by Australia.
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Members not resident or established in an EC member State. For this reason, the European
Communities and their Member States had violated several obligations under the TRIPS
Agreement and the Paris Convention.*®

g) Under Article 1.1 of the TRIPS Agreement, Members are free to determine the appropriate
method of implementing the provisions of this Agreement within their own legal system and
practice.

i) The European Communities and their Member States had violated Article 1.1 of the TRIPS
Agreement because the Regulation set forth inspection structures requirements which forced
Members to adopt a particular set of rules to implement the TRIPS Agreement. Protection
was conditioned on the existence of inspection structures that the European Communities
unilaterally decided to be equivalent to those in the European Communities. This was not a
challenge to the EC inspection system itself, but a challenge to whether the European
Communities could unilaterally require that other WTO members adopt its system.470

ii) The European Communities and their Member States had violated Article 1.1 of the TRIPS
Agreement, because the Regulation was in violation of various provisions of the TRIPS
Agreement. A WTO Member is obliged to give effect to the provisions of the TRIPS Agreement
before it is able to offer more extensive protection for one particular category of intellectual

property right.*’*

r) Under Article 65.1 of the TRIPS Agreement, the European Communities and their Member
States had an obligation to apply the provisions of the TRIPS Agreement by 1 January 1996.
The European Communities and their Member States had violated Article 65.1 of the TRIPS
Agreement, since they were still in violation of several provisions of the Agreement although
this date had passed. For the same reasons, they were in violation of Article XVI:4 of the WTO
Agreement, which obliged them to apply the provisions of the TRIPS Agreement no later than
1 January 1996.%72

The respondent position: the European Communities and their Member States

The European Communities and their Member States rejected all claims by the United States
and Australia.

a) Two different complainants, Australia and the United States, had brought two complaints
that did not appear to contain identical claims and involved a large number of claims, raising

% The European Communities and their Member States had violated the national treatment obligations in

Articles 2 (1) and (2) of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article
2.1, and in Article 3.1 of the TRIPS Agreement, the obligation in Article 2.1 of the TRIPS Agreement to comply
with Articles 1 through 12 and 19 of the Paris Convention, and the obligation in Article 1.3 of the TRIPS
Agreement to accord the treatment provided for in the TRIPS Agreement to the nationals of other Members.

This claim had been raised only by Australia.

% This claim had been raised only by the United States.

! This claim had been raised only by Australia.
72 This latter claim had been raised only by Australia.
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new and complex issues. In addition, the timetable was unbalanced in favor of the
complainants. Consequently, the period for the submission of the first written submission of
the European Communities and their Member States had to be extended.

b) Some claims of the United States and Australia were outside the Panel terms of reference
and therefore could have not been ruled on.

i) The United States and Australia’s respective requests for establishment of a panel were
inconsistent with the requirements of Article 6.2 of the Dispute Settlement Understanding,
because they failed to identify the specific measures at issue and they did not provide a brief
summary of the legal basis of the complaint sufficient to present the problem clearly.

ii) Australia had not made a claim concerning the application procedures under the TRIPS
Agreement, but only under GATT 1994. The United States had made a claim in relation to the
objection procedures under the TRIPS Agreement but not under the GATT 1994.

iii) Australia’s request for establishment of a panel did not make clear that Australia intended
to challenge several versions of the same measure resulting from subsequent amendments
made over time. An analysis of historical versions of the measure at issue was not useful for
the purposes of settling the dispute between the parties.

iv) Some of the measures challenged by Australia and the United States, namely the
Commission Regulation (EC) No. 2400/96 and some amendments made up until the time of
the first written submissions in the proceedings and some amendments of Council Regulation
No. 2081/92, including the Act of Accession of ten new EC Member States, did not yet exist at
the time the Panel was established and were therefore outside its terms of reference. In
particular, the Act of Accession was subject to ratification, which was not completed on the
date of establishment of the Panel, and did not enter into force until 1 May 2004.

v) Australia had expressed its intention to endorse arguments made by the United States in
the dispute. However, it was not possible to understand what particular arguments Australia
was endorsing because at times the United States arguments contradicted Australia’s
arguments and, an overall endorsement did not respect the European Communities and their
Member States rights of defense.

c) Australia and the United States had claimed that registration of Gls under the Regulation
was subject to reciprocity and equivalence conditions. This claim was unfounded.

i) Reciprocity and equivalence conditions in the Regulation did not apply to Gls located in
WTO Members. In fact, these conditions applied “without prejudice to international

agreements",473

which included the WTO agreements. Accordingly, the registration of Gls
from other WTO Members was subject to exactly the same conditions as the registration of

Gls from the European Communities and their Member States.

ii) Australia and the United States had claimed a violation of Article 3.1 of the TRIPS
Agreement and 2 (1) and (2) of the Paris Convention, as incorporated into the TRIPS

73 Article 12 (1) of the Regulation.
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Agreement by virtue of its Article 2.1. The nationality of individuals subject to a certain
treatment is fundamental to determine whether the national treatment obligations have
been respected. The reciprocity and equivalence conditions in the Regulation did not apply to
geographical areas located in WTO Members and did not depend on nationality. Whether the
geographical area was located within or outside the European Communities was in no way
linked to the question of the nationality of the producers concerned, which was simply of no
relevance for the registration of the GI.

d) Australia and the United States had claimed, with specific regard to the application
procedures of the Regulation,474 a violation of Article 3.1 of the TRIPS Agreement and Article 2
of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1.
This claim was unfounded. The application procedures did not apply according to the
nationality of the producer concerned but according to the location of the geographical areas.
In addition, they did not accord less favorable treatment because the role of third country
governments corresponded exactly to that of EC Member States. The verification and
transmission of an application were not overly burdensome for another WTO Member: there
was no intention to impose obligations on third countries, but the protection of Gls located in
the territory of third countries depended on their cooperation.

e) Australia and the United States had claimed, with specific regard to the objection
procedures of the Regulation,475 a violation of Article 3.1 of the TRIPS Agreement and Article 2
of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1.
This claim was unfounded. The verification and transmission of an objection by a third
country was not particularly burdensome and did not amount to an extra hurdle for third
country residents. Further, a third country was not required to conduct a substantive
verification, but only to verify whether the person objecting was indeed resident or
established in the third country concerned. The conditions of equivalence and reciprocity did
not apply to WTO Members’ right to object. Otherwise, the specific reference to “WTO
Members” contained in the Regulation would have been meaningless. The Regulation476
made only a reference to residence or establishment of producers, but this did not amount to
discrimination among nationals within the meaning of Article 3.1 of the TRIPS Agreement and
2 of the Paris Convention.

f) Australia had claimed, with specific regard to the procedures on the regulatory committee
of the Regulation,*”” a violation of Article 3.1 of the TRIPS Agreement and Article 2 of the Paris
Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1. This claim
was unfounded. EC Member States representatives on the regulatory committee did not
speak for particular right holders, but represented the respective Member States. Further, the
regulatory committee was simply consulted by the European Commission, which was the
decision - maker, together, exceptionally, with the Council of Ministers. The regulatory

% Under Articles 5 and 12a of the Regulation.

Under Articles 7, 12b and 12d of the Regulation.
Article 12d of the Regulation.
Under Article 15 of the Regulation.

475
476

477
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committee merely assisted the European Commission but did not take decisions itself.
Australia did not provide arguments to substantiate its claim.

g) The United States had claimed, with specific regard to the procedures on inspection
structures of the Regulation,*’® a violation of Article 3.1 of the TRIPS Agreement and Article 2
of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1.
This claim was unfounded. The requirement of inspection structures did not involve any less
favorable treatment to foreign nationals. Indeed, it represented precisely equal treatment.

i) The procedure on inspection structures did not impose an EC - model because the
Regulation merely set out general principles on inspection structures. This left considerable
flexibility on the design of the structures, as illustrated by the variety of structures notified by
EC Member States. Moreover, a Gl would have been less reliable and informative for
consumers if its proper use were not ensured by an effective inspection regime. The function
of inspection structures was to ensure that products bearing a protected name complied with
the product specifications. They were inseparably linked with the object and purpose of the
Regulation and their removal would have undermined the EC’s system of Gl protection.

ii) It had been suggested to resort to unfair competition law, as an alternative to inspection
structures. This solution would have not provided an equivalent degree of Gl protection as
that achieved by the Regulation.

iii) Finally there would have been a free rider problem if producers from third countries would
have been able to benefit from the EC system without complying with inspection structures.

h) Australia and the United States had claimed, with specific regard to the labeling
requirement of the Regulation,*’® a violation of the national treatment obligation under
Article 3.1 of the TRIPS Agreement. This claim was unfounded.

i) The labeling requirement, that is the requirement to indicate the country of origin under
the Regulation, only applied in case of homonyms products and not to third country names in
general: to the contrary, although there were no cases in which this provision had been
applied in practice, the labeling requirement could have been applied to both third country
names and EC names.In practice, the labeling requirement would have meant that whichever
indication was registered later would have normally be required to indicate the country of
origin.

ii) The United States had claimed, with specific regard to the labeling requirement of the
Regulation,480 a violation of Article 3.1 of the TRIPS Agreement. It was difficult to see in which
way a requirement to indicate truthfully the origin of a product constituted less favorable
treatment. In any event, the Regulation did not discriminate between nationals because it
applied according to the location of geographical areas, not nationality: it could relate to both
EC and third country geographical indications.

7% Under Article 10 of the Regulation.

Under Article 12 (2) of the Regulation.
Under Article 12 (2) of the Regulation.
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i) Australia and the United States had claimed a violation of Article 16.1 of the TRIPS
Agreement. This claim was unfounded.

i.i) First, the Regulation prevented the registration of Gls, the use of which would have
resulted in a likelihood of confusion with prior trademarks.*®! Second, Article 24.5 of the
TRIPS Agreement provides for the possibility for Gls to coexist with prior trademarks. Third,
under Article 24.3 of the TRIPS Agreement, the European Communities and their Member
States had an obligation to maintain coexistence. Fourth, in any event, under Article 17 of the
TRIPS Agreement, members may provide limited exceptions to the rights conferred by a
trademark: the Regulation would have been justified as a limited exception under this Article.

i.ii) As a factual matter, the risk of registration of a Gl confusingly similar to a prior trademark
was very limited due to the criteria for registrability of trademarks applied under EC law.
Moreover, the Regulation, if properly interpreted, was sufficient to prevent the registration of
any confusing Gl. Australia bore the burden of proof. The Regulation required the EC
authorities to refuse registrations and did not allow for a margin of discretion. It could be
invoked before the courts after registration of a Gl, including in trademark infringement
proceedings brought against a user of a Gl.

i.iii) Australia had claimed a violation of Article 16.1 of the TRIPS Agreement because the
Regulation did not specifically provide for or implemented the presumption of a likelihood of
confusion in the case of use of an identical sign for identical goods. This claim was unfounded,
both for the above-mentioned reasons, and because Members are not required to reproduce
explicitly the presumption of Article 16.1 in their domestic law as long as the authorities have
the necessary discretion and comply with the presumption in practice.

i.iv) Australia had claimed a violation Article 16.1 of the TRIPS Agreement because the
Regulation did not ensure that objections to registration were admissible on the grounds that
use of the Gl would result in a likelihood of confusion. This claim was unfounded. Article 16.1
of the TRIPS Agreement did not grant a right to object to the registration of trademarks, Gls
or other intellectual property rights.

i.v) Australia had claimed a violation of Article 16.1 of the TRIPS Agreement because the
Regulation did not ensure representation of WTO Members in the regulatory committee of
the EC Member States. This claim was unfounded. A reference to the defense adopted in
previous claims was sufficient, with adding that the regulatory committee established under
Article 15 of the Regulation was not the “ultimate decision maker”.

[) Australia had claimed that the European Communities and their Member States had failed
to provide at Community level the legal means for interested parties to prevent use in respect
of a Gls registered, or proposed to be registered, under the Regulation, in violation of Article
22.2. of the TRIPS Agreement. This claim was unfounded.

i) This claim was insufficiently argued. In any case, first, Article 22.2 of the TRIPS
Agreement is concerned exclusively with the protection of Gls. It cannot be invoked

8! Under Article 14 (3) of the Regulation.
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by a trademark right holder to prevent the use of a Gls. Second, the use of validly
registered Gls, which is otherwise consistent with the TRIPS Agreement, cannot
mislead the public as to the geographical origin of the goods. Registration of the Gl
seeks to avoid precisely that. Third, registration or use of a Gl consistently with
domestic law cannot constitute an act of unfair competition within the meaning of
Article 10bis of the Paris Convention. In any event, registered Gls remained subject to
EC labeling and misleading advertising legislation and the unfair competition laws of
the EC Member States.

ii) The United States had claimed a violation of Article 22.2 of the TRIPS Agreement
because the Regulation did not provide interested parties in other WTO Members
which did not satisfy the equivalence and reciprocity conditions, including inspection
structures, the legal means to protect their Gls on a uniform basis throughout the
territory of the European Communities. However, the conditions of equivalence and
reciprocity did not apply to WTO Members. In any event, even if all the United
States’ arguments were correct, the European Communities and their Member
States would have still complied with Article 22.2 of the TRIPS Agreement because
the Regulation was not the only means made available by the European
Communities and its Member States in order to prevent the acts mentioned in
Article 22.2. Specifically, additional means of protection were provided in the
foodstuffs labeling, misleading advertising and trademarks directives, and the
implementing legislation of EC Member States, the Community Trademark
Regulation and the unfair competition laws of EC Member States.

m) The United States had claimed a violation of the most - favored - nation obligation in
Article 4 of the TRIPS Agreement and the Paris Convention, because the Regulation imposed
conditions of reciprocity and equivalence on the availability of Gl protection and, with specific
regard to application and objection procedures, for the same reasons for which the
Regulation was in violation of the national treatment obligation of the TRIPS Agreement. This
claim was unfounded.

n) The United States had claimed that the execution of the Regulation by authorities of EC
Member States was in violation of the most - favored - nation treatment obligation of Article
4 of the TRIPS Agreement. This claim was unfounded. EC Member States did not grant
advantages within the meaning of the most - favored - nation treatment obligation because
the Regulation was a Community measure adopted to harmonize Community law and
nationals of EC Member States were EC nationals at the same time. Therefore, the treatment
accorded to EC Member States nationals was one with the treatment of EC nationals, since
they were the same persons.

o) Australia had claimed the European Communities and their Member States had denied to
nationals of other WTO Members of effective protection against unfair competition and
appropriate legal remedies to repress effectively all acts of unfair competition, in violation of
Article 2.1 of the TRIPS Agreement incorporating Articles 10bis(1) and 10ter(1) of the Paris

Convention. This claim was unfounded. This claim was insufficiently argued and difficult to
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understand. Australia had not explained how the use of registered Gls, which was otherwise
consistent with the TRIPS Agreement, could have constituted an act of unfair competition
under the Paris Convention. In any event, the use of a registered Gl remained subject to EC
legislation on labeling and misleading advertising, as well as EC Member States laws on unfair
competition, which were outside the Panel terms of reference. Finally, there was nowhere in
the Paris Convention support for Australia’s claim.

p) Australia and the United States had claimed, for different reasons, a violation of the TRIPS
Agreement provisions stipulating obligations with respect to enforcement procedures. These
claims were unfounded for the same reason. Part Il of the TRIPS Agreement, where
provisions with respect to enforcement procedures are located, did not apply to the
Regulation: the Regulation laid down an administrative procedure for the acquisition of Gls
and via a system of registration and did not purport to regulate enforcement procedures,
which were the subject of Part Il of the TRIPS Agreement.

g) Australia had claimed a violation of several obligations under the TRIPS Agreement and the
Paris Convention,*®? because the Regulation did not ensure that decisions by EC member
States to grant transitional national protection pursuant to the Regulation did not diminish
the protection of trademarks under the TRIPS Agreement, in the same way as registration of
Gls at the Community level. This claim was dependent on the substantive claims and was
equally unfounded.

r) Australia had claimed a violation of several obligations under the TRIPS Agreement and the
Paris Convention,*? for reasons related to the amendment of the Regulation in April 2003.
This claim was unfounded. The individual registrations themselves were not in violation of the
national treatment obligations. Australia’s claim was based exclusively on the argument that
no right of objection was available to third country nationals under the Regulation prior to its
amendment and it was seeking a retroactive remedy that it could have not obtained had it
attacked the measure while it was still in force.

s) The United States and Australia had claimed, although each for different reasons, that the
inspection structures requirements in the Regulation forced Members to adopt a particular
set of rules to implement the TRIPS Agreement, in violation of Article 1.1 of the TRIPS
Agreement. These claims were dependent on the substantive claims and were equally
unfounded. The requirement of inspection structures was not in violation of Article 1.1 of the
TRIPS Agreement because it exclusively concerned Gl protection in the European
Communities and not other Members’ systems of protection.

2 The Regulation was in violation of Articles 2.1 of the TRIPS Agreement, incorporating Article 10bis and 10ter

of the Paris Convention, and Articles 16.1, 41.1, 41.2, 41.3 and 42 of the TRIPS Agreement.

3 specifically, Australia had claimed the violation of the national treatment obligations in Articles 2 (1) and (2)

of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1, and in Article 3.1 of
the TRIPS Agreement, the obligation in Article 2.1 of the TRIPS Agreement to comply with Articles 1 through 12
and 19 of the Paris Convention, and the obligation in Article 1.3 of the TRIPS Agreement to accord the treatment
provided for in the TRIPS Agreement to the nationals of other Members
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t) Australia and the United States had claimed a violation of Article 65.1 of the TRIPS
Agreement. This claim was dependent on the substantive claims and equally unfounded.

u) Australia had claimed a violation of XVI:4 of the WTO Agreement. This claim was
dependent on the substantive claims and was equally unfounded.

The Panel findings, rulings and recommendations

a) The European Communities and their Member States had requested an extension of the
period for the submission of the first written submission, on the grounds that the dispute had
been brought by two complainants, Australia and the United States, with non - identical
complaints. The timetable was revised and the time for the submission of the respondent’s
first written submission was extended, without affecting the time between any of the
subsequent steps as established in the original timetable.

b) The European Communities and their Member States had alleged that some complainants’
claims did not fall within the Panel terms of reference.

i) The European Communities and their Member States had requested a preliminary ruling,
alleging that the United States and Australia’s respective requests for establishment of a
panel were in violation of the requirements of Article 6.2 of the Dispute Settlement
Understanding. Both request were completely consistent with the requirements of Article 6.2
of the Dispute Settlement Understanding.

ii) The European Communities and their Member States had alleged that certain claims were
outside the Panel’s terms of reference. On this line, Australia’s claim of violation of Article 4
of the Paris Convention and its claim of violation of the obligations on enforcement
procedures,*®* were outside the Panel terms of reference.

iii) Australia allegedly had not made a claim concerning the application procedures under the
TRIPS Agreement, but only under GATT 1994. The European Communities and their Member
States had not however indicated the reasons for their view and Australia’s claim could have
been considered. On the other side, the United States allegedly had made a claim in relation
to the objection procedures under the TRIPS Agreement but not under GATT 1994. The
European Communities and their Member States had not indicated the reasons for their view
and the claim could have been considered.

iv) Australia had challenged Council Regulation (EEC) No. 2081/92, including not only the
current version of the Regulation as in force at the date of establishment of the Panel but also
two prior versions of the Regulation as originally adopted in 1992 and as amended in 1997.
The European Communities and their Member States alleged that Australia’s panel request
was not clear enough and an analysis of prior version of the Regulation under discussion
would have not been useful for the purposes of settling the dispute between the parties.
Under Article 19.1 of the Dispute Settlement Understanding, a Panel can make

a84 Specifically, under Article 41 of the TRIPS Agreement in conjunction with Articles 43, 44, 45, 46, 48 and 49.
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recommendations that a Member brings a measure into conformity with the covered
agreement. It was obvious that previous versions of the Regulation could have not been
brought into conformity if they had already ceased to exist and no recommendation could
have been made in their respect. However, some individual Gls registrations effected under
prior versions of the Regulation had remained into force. Thus, recommendations could have
been made to bring them into conformity with a covered agreement. In addition, findings
with respect to prior versions of the Regulation could have been made where this would have
been useful in reaching conclusions on measures within the Panel terms of reference.

v) The European Communities and their Member States had alleged that certain measures
challenged by Australia and the United States where outside the Panel terms of reference
since they had been adopted after the establishment of the Panel. However, Council
regulation (EEC) No. 2081/92, had been last relevantly amended prior to the date of request
for establishment of the Panel. Moreover, the Panel terms of reference included not only the
Regulation, but also its related implementing and enforcement measures, therefore including
individual registrations that Australia had chaIIenged.485

registrations included those affected after the date of establishment of the Panel. However,

Australia’s challenge of the individual

Australia had not sought particular relief in respect of individual registrations affected after
the date of establishment of the Panel, as opposed to those affected earlier. Taking into
consideration that individual registrations affected after the date of the request for
establishment of the Panel could have been among the best evidence of the way in which
certain provisions of the Regulation itself, which were at issue, were interpreted and applied,
a reference to them could have been made, as factual evidence, in the course of the
assessment of the matter of the dispute.

v) Australia had formally endorsed the comments made by the United States in the dispute.
However, while at the first substantive meeting it had indicated that it would have endorsed
“certain comments”, later in its closing statement, it indicated that it endorsed “all of the
arguments put forward by the United States”. Contrary to Australia’s view, there were
material differences between the complainants’ respective cases and Australia’s endorsement
in its closing statement was sweeping and unlimited. The lateness of this endorsement also
raised an issue of due process. Accordingly, Australia’s statement that it endorsed all of the
United States’ arguments was not a sufficient basis to consider that Australia’s arguments as
presented earlier were modified. Nevertheless, Australia’s earlier endorsement of certain
comments of the United States could have been accepted.

vi) The European Communities and their Member States had submitted six exhibits which
consisted of extracts of legislation of Australia and two third parties. These exhibits had not to
be removed from the record: they formed part of the respondent’s submission. To the extent
that they lacked evidentiary worth, they would have suffered from that defect and they
would have been disregarded.

*® The United States had not challenged any individual registrations and therefore it would have not been

necessary to rule on these measures.
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¢) The claims in the dispute were made under the TRIPS Agreement, GATT 1994 and the TBT
Agreement. Certain claims under the TRIPS Agreement and GATT 1994 related to the same
aspects of the measure at issue. However, there is no hierarchy between these two
agreements, which appeared in separate annexes to the WTO Agreement.

d) Australia and the United States had claimed that the European Communities and their
Member States had violated, with specific regard to the application procedures of the

8¢ Article 3.1 of the TRIPS Agreement and Article 2 of the Paris Convention, as

Regulation,
incorporated into the TRIPS Agreement by virtue of its Article 2.1, because the Regulation
required reciprocity and equivalence conditions to WTO Members. The European
Communities and their Member States had argued that this claim was unfounded.

i) The first issue to analyze was the conditions for the registration of Gls under the

Regulation.*®’

It had not been disputed by the parties that Gls located outside the European
Communities and their Member States had never been registered nor had they been the
subject of an application made under the Regulation. The parties agreed that the part of the
Regulation challenged under this claim®®® did not apply to the protection of Gls located within
the territory of the European Communities. There was however a disagreement as to whether
it applied to the protection of Gls in other WTO Members. Clearly, the measure had been
challenged “as such” and the European Communities and their Member States’ interpretation
of the Regulation was not binding. The Regulation set forth reciprocity and equivalence

conditions **°

that did not apply to the procedure for Gls located in the European
Communities. Reviewing the measure on its face, it was clear that the availability of
protection for Gls located in WTO Members was contingent upon satisfaction of the
equivalence and reciprocity conditions set out in the Regulation and recognition by the
European Commission and that the Regulation failed to provide for any alternative procedure
for WTO Members which did not meet those conditions. Although the Regulation stipulated
that these conditions were “without prejudice to international agreements”, this did not
change the fact that WTO Members would still have had to satisfy the equivalence and
reciprocity conditions in the Regulation in order for their Gls to gain access to the procedures

for the registration of Gls.**°

ii) Once clarified that the equivalence and reciprocity conditions in the Regulation applied to
the protection of Gls located in WTO Members, it was necessary to understand whether these
conditions constituted a treatment of the nationals of other WTO Members less favorable

¢ Under Articles 5 and 12a of the Regulation.

* The Regulation applied to the registration of designations of origin and geographical indications, both

referred under geographical indications, just for ease of reference.

88 Article 12 (1) of the Regulation.

The Regulation contained two sets of detailed procedures for the registration of geographical indications for
agricultural products and foodstuffs. The first procedure, in Article 5 through 7, applied to the names of
geographical areas located in the European Communities and their Member States. The second procedure,
principally found in Articles 12a and 12b, applied to the names of geographical areas located in third countries
outside the European Communities and their Member States.

0 Under Articles 12a and 12b of the Regulation.

489
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than the one accorded to EC nationals, in violation of the national treatment obligation under
the TRIPS Agreement and the Paris Convention. In fact, Australia and the United States had
claimed that the Regulation was in violation of Article 3.1 of the TRIPS Agreement and Article
2 (1) and (2) of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of
its Article 2.1.

iii) First, Australia and the United States had claimed a violation of Article 3.1 of the TRIPS
Agreement. Two elements must be satisfied to establish a violation of the obligation
stemming from Article 3.1 of the TRIPS Agreement: 1) the measure at issue must apply with
regard to the protection of intellectual property; and 2) the nationals of other Members must
be accorded “less favorable” treatment than the Member’s own nationals. The Regulation
concerned Gls, a category of intellectual property covered by the Agreement,*!and the
national treatment obligation in Article 3 of the TRIPS Agreement applies “with regard to the
protection of intellectual property right‘s”,492 including Gls. Consequently, the first condition to
establish a violation of Article 3 of the TRIPS Agreement, that is that the measure at issue
applies with regard to the protection of intellectual property, had been met. The second
condition to be met to establish a violation of Article 3 of the TRIPS Agreement was whether
the nationals of other Members were accorded less favorable treatment than the European
Communities’” own nationals. Although Article 3.1 of the TRIPS Agreement applies to
nationals, not products, reference to previous jurisprudence on this obligation in the context
of the GATT 1994 could be useful to interpret this obligation.**?
an assessment under Article 3.1 of the TRIPS Agreement requires to examine whether the

Accordingly, the standard for

difference in treatment affects the “effective equality of opportunities” between the
nationals of other Members and the European Communities’ own nationals with regard to
the “protection” of intellectual property rights, to the detriment of nationals of other
Members. This examination had to be based on the fundamental thrust and effect of the
Regulation, including an analysis of its terms and its practical implications on opportunities
with regard to the protection of intellectual property. In the case at issue, the parties
disagreed on whether the equivalence and reciprocity conditions under the Regulation
discriminated in a manner inconsistent with the covered agreements. Indeed, those
conditions modified the effective equality of opportunities to obtain protection with respect
to intellectual property in two ways: first, Gl protection was not available under the
Regulation in respect of geographical areas located in third countries which the EC
Commission had not recognized under the Regulation; second, for Gls in respect of
geographical areas located in third countries, Gl protection under the Regulation might have
become available only if the third country in which the Gl was located entered into an
international agreement or satisfied the equivalence or reciprocity conditions. Both these
requirements represented a significant “extra hurdle” in obtaining protection that did not
apply to Gl in respect of geographical areas located in the European Communities.

1 Under Article 1.2 of the TRIPS Agreement and Section 3 of Part Il of the Agreement.

Under Footnote 2 to Articles 3 and 4 of the TRIPS Agreement.

See the Panel report on US - Section 211 Appropriations Act, at paras. 8.131 - 8.133, the Appellate Body
report, at para. 258; GATT Panel report on US - Section 337, para. 5.11.
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The significance of the hurdle was reflected in the fact that at the time of the dispute no third
country had entered into such an agreement or satisfied those conditions. Accordingly, the
equivalence and reciprocity conditions afforded a less favorable treatment to those who
wished to obtain protection in respect of geographical areas located in third countries,
including WTO Members. At this point, the examination of the measure at issue under Article
3.1 of the TRIPS Agreement required to identify who were the “nationals” to whom a certain
treatment had to be accorded. Article 3.1 does not define nationals, and the parties disagreed
on this matter. The European Communities and their Member States had explained that with
respect to natural persons, under the domestic law of the European Communities, any person
who was a national of an EC Member State was a citizen of the European Union (for ease of
the case, citizen of the EC) and, accordingly, an EC national. With respect to legal persons, the
domestic law of the European Communities did not contain a specific definition of nationality,
but any legal person considered a national under the laws of an EC Member State would also
be an EC national. Australia and the United States had not challenged the criteria used by the
European Communities Member States to determine the nationality and these criteria
appeared the same as those used in public international law. Thus, they could have been used
to determine which persons were “nationals” under Article 3.1 of the TRIPS Agreement.
Turning to the Regulation, it was agreed that it did not, on its face, referred to “nationals”. It
referred to the location of geographical areas, or Gls. In theory, there might have been
foreign citizens or corporations who were entitled to use Gls located in the European
Communities and obtain protection under the Regulation.

The central issue was therefore to identify the treatment accorded to the nationals of other
Members and that accorded to the European Communities’ own nationals, when such
treatment depended on the location of Gls. On its face, the Regulation contained formally
identical provisions vis-a-vis the nationals of different Members, with respect to the
availability of Gl protection. However, as previous panels had clarified,** there may be cases
where the application of formally identical legal provisions would in practice accord less
favorable treatment. Thus, even if the provisions of the Regulation were formally identical in
the treatment that they accorded to the nationals of other Members and to the European
Communities’” own nationals, this was not sufficient to demonstrate that there was no
violation of Article 3.1 of the TRIPS Agreement. The standard of effective equality of
opportunities had to be tested on the group of nationals of other WTO Members who might
have wished to seek Gl protection under the Regulation and the group of the European
Communities’” own nationals who might have wished to seek Gl protection under the
Regulation. The Regulation set out two different procedures depending on whether the Gl
referred to a geographical are allocated in the territory of the European Communities or in
third countries, including WTO Members. Equivalence and reciprocity conditions applied only
in this latter case that is only to Gls that referred to geographical areas located in third
countries. Despite the reference in the Regulation to the location, and not to the nationality

% GATT Panel report on US - Section 337, para. 5.11; Appellate Body report on Korea - Various Measures on

Beef, para. 137; Panel report on Canada - Pharmaceutical Patents, at paras. 7.100 - 7.105.
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of the individual seeking protection, there was clearly a link between the geographical area to
which a Gl referred and certain persons. More, the Regulation created a link between
persons, the territory of a particular Member, and the availability of protection: pursuant to
the Regulation, “designations of origin” required that the applicant and users had to produce,
process and prepare the products covered by a registration in the relevant geographical area,
whilst the definition of a “geographical indication” required that the applicant and users had
to carry out at least one, or some combination, of these three activities, in the geographical
area, and had to do so in accordance with a Gl specification. Accordingly, insofar as the
Regulation discriminated with respect to the availability of protection between Gls located in
the European Communities, on the one hand, and those located in third countries, including
WTO Members, on the other hand, it formally discriminated between those persons who
produced, processed and/or prepared a product, in accordance with a specification, in the
European Communities, on the one hand, and those persons who produced, processed
and/or prepared a product, in accordance with a specification, in third countries, including
WTO Members, on the other hand. The vast majority of natural and legal persons who
produce, process and/or prepare products according to a Gl specification within the territory
of a WTO Member party to this dispute were nationals of that Member. The fact that there
might have been cases where such persons did not qualify as nationals (no such a case had
been showed) did not alter the fact that the distinction made by the Regulation on the basis
of the location of a Gl operated in practice to discriminate between the group of nationals of
EC Members who wished to obtain Gl protection, to the detriment of the nationals of other
WTO Members. This would have been the result of the design and structure of the system.
Accordingly, the European Communities and their Member States defenses on systemic
considerations had to be rejected and, with respect to the equivalence and reciprocity
conditions, as applicable to the availability of Gls protection, the Regulation accorded
treatment to the nationals of other Members less favorable than that it accorded to the
European Communities” own nationals, in violation of Article 3.1 of the TRIPS Agreement.

iv) Second, Australia and the United States had claimed a violation of Article 2 (1) of the Paris
Convention. Unlike Article 3.1 of the TRIPS Agreement, Article 2 (1) of the Paris Convention
refers to “the advantages that...laws now grant, or may hereafter grant” and not to “no less
favorable” treatment. Therefore, no conclusion had been reached on this claim. However,
further findings on this claim would have not provided any additional contribution to a
positive solution to this dispute and were therefore unnecessary.

v) Third, Australia and the United States had claimed a violation of Article 2 (2) of the Paris
Convention. Under Article 2 (2) of the Paris Convention, no requirement as to domicile or
establishment in the country where protection is claimed may be imposed upon nationals of
countries of the Union for the enjoyment of any industrial property rights. However, the
Regulation did not contain a requirement of domicile or establishment. Accordingly, the
Regulation was not in violation of Article 2 (2) of the Paris Convention, as incorporated into
the TRIPS Agreement by virtue of its Article 2.1.

144



e) Australia and the United States had claimed, with specific regard to the application
procedures,495that the European Communities and their Member States had violated Article
3.1 of the TRIPS Agreement and Article 2 of the Paris Convention, as incorporated into the
TRIPS Agreement by virtue of its Article 2.1. The European Communities and their Member
States had argued that this claim was unfounded.

i) First, Australia and the United States had claimed a violation of Article 3.1 of the TRIPS
Agreement. The application procedures concerned the acquisition of Gls covered by the TRIPS
Agreement. The standard to be applied for the assessment of measures under Article 3.1 of
the TRIPS Agreement had already been clarified. Turning to the measure at issue, according to
the application procedures in the Regulation, any application relating to a geographical area
located in an EC Member State was filed directly with de facto organs of the European
Communities, which also carried out the initial examination of the application. These de facto
organs of the European Communities were normally authorities of EC Member States. An
application relating to a geographical area located in a third country could have not been filed
directly with an organ of the European Communities, but had to be filed with a foreign
government. This was a formal difference in treatment. Further, under the Regulation, an EC
Member State had an obligation to examine an application and decide whether it was
justified and, if it was justified, to forward it to the European Commission, whereas a third
country government did not. Therefore, applicants for Gls located in third countries did not
have a right in the application procedures, which was granted to applicants for Gls located in
the European Communities. Applicants in third countries faced an extra hurdle in ensuring
that the authorities in those countries carried out the functions reserved to them under the
Regulation, which applicants in EC Member States did not face. In accordance with its
domestic law, the European Communities were entitled to delegate certain functions under
its measure to the authorities of EC Member States. However, under the Regulation, the
European Communities had purported to delegate part of this obligation to other WTO
Members, who had to carry out the application procedures in order to ensure that no less
favorable treatment was accorded to their respective nationals. To that extent, the European
Communities had failed to accord no less favorable treatment itself to the nationals of other
Members. The European Communities did not have the discretion to ensure that applications
for GlIs that referred to geographical areas located in third countries received no less
favorable treatment than those located in the European Communities because it had
structured the Regulation in such a way that certain functions were completely outside its
control. Accordingly, with respect to the application procedures, insofar as they required
examination and transmission of applications by governments, the Regulation accorded other
WTO Member nationals less favorable treatment than it accorded the European
Communities’ own nationals, in violation of Article 3.1 of the TRIPS Agreement.

ii) Second, Australia and the United States had claimed a violation of Article 2 (1) of the Paris
Convention. In light of the conclusion that the European Communities and their Member
States, with specific regard to the application procedures of the Regulation, had violated

% Under Articles 5 and 12a of the Regulation.
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Article 3.1 of the TRIPS Agreement, it was not necessary to consider the claim of violation of
Article 2 (1) of the Paris Convention.

iii) Third, Australia had claimed a violation of Article 2 (2) of the Paris Convention. Australia
had claimed that the Regulation, with specific regard to the application procedures, was in
violation of Article 2 (2) of the Paris Convention. However, as above considered, the
Regulation did not impose a requirement of domicile or establishment in violation of Article 2
(2) of the Paris Convention, as incorporated into the TRIPS Agreement by virtue of its Article
2.1.

f) Australia and the United States had claimed, with specific regard to the objection

procedures of the Regulation,**®

that the European Communities and their Member States
had violated Article 3.1 of the TRIPS Agreement and Article 2 of the Paris Convention, as
incorporated into the TRIPS Agreement by virtue of its Article 2.1. These claims were on three
separate aspects of the measure: i) regarding verification and transmission of Gl applications;
ii) regarding equivalence and reciprocity conditions; iii) regarding standing requirements to
raise an objection.497 The European Communities and their Member States had argued that

these claims were unfounded.

i) One aspect of the claims concerned the verification and transmission of Gl applications.
First, it had to be considered the claim of violation of Article 3.1 of the TRIPS Agreement. The
coverage of the TRIPS Agreement of Gls and the standard to be applied for the assessment of
measures under Article 3.1 of the TRIPS Agreement had been already clarified. Turning to the
measure at issue, the procedures for objection to applications, being related to the
procedures for acquisition, concerned the acquisition of intellectual property rights. Unlike
the application procedures, the objection procedures did not concern the location of the
geographical area to which the Gl referred. Rather, they referred to the place where the
objector resided or was established. As earlier found, the treatment accorded by the
Regulation to persons resident or established in certain countries would have, objectively,
translated into treatment of persons with the nationality of those countries. The close link
between nationality, on the one hand, residence and establishment, on the other, appeared
to be recognized in the Regulation itself. Examining the Regulation, it was clear that any
objection from a person in an EC Member State was filed directly with a de facto organ of the
European Communities or authorities of the EC Member States which, in such a situation,
acted de facto as organs of the European Communities. An objection from a person in a third
country could not have been filed directly with the European Communities, but had to be
filed with a foreign government. This was a formal difference in treatment. Indeed, an EC
Member State had an obligation under Community law to verify the objection and forward it
to the European Commission, whereas a third country government had no obligation to
transmit it to the European Commission. Persons who submitted an objection in an EC
Member State might have enforced these obligations through recourse to judicial procedures

% Under Articles 7, 12b and 12d of the Regulation.

*7 This latter claim had been raised only by the United States.
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based on the Regulation. In contrast, persons who submitted an objection in a third country
had no right in the objection procedures. Objectors in third countries faced an extra hurdle in
ensuring that the authorities in those countries carried out the functions reserved to them
under the Regulation, which objectors in EC Member States did not face. Consequently,
certain objections could have not been verified or transmitted. For this reason, the Regulation
accorded nationals of other WTO Members less favorable treatment within the meaning of
Article 3.1 of the TRIPS Agreement. With respect to the objection procedures, insofar as they
required the verification and transmission of objections by governments, the Regulation
accorded less favorable treatment to the nationals of other Members, in violation of Article
3.1 of the TRIPS Agreement. Second, it had to be considered the claim of violation of Article 2
(1) of the Paris Convention. In view of the above-mentioned conclusion that, with regard to
the objection procedures in the Regulation, the European Communities and their Member
States had violated Article 3.1 of the TRIPS Agreement, it was unnecessary to consider the
claim of violation of Article 2 (1) of the Paris Convention, as incorporated into the TRIPS
Agreement by virtue of its Article 2.1. Third, it had to be considered the claim of violation of
Article 2 (2) of the Paris Convention. As earlier found, even with respect to opposition
procedures, the Regulation did not impose a requirement of domicile or establishment in
violation of Article 2 (2) of the Paris Convention, as incorporated into the TRIPS Agreement by
virtue of its Article 2.1.

ii) A second aspect of the claims concerned the equivalence and reciprocity conditions in the
Regulation. Australia and the United States had claimed that the right to file an objection
under the Regulation was limited to countries, including WTO Members, that satisfied the
equivalence and reciprocity conditions, based on their interpretation of the Regulation.
However, this interpretation had not been sufficiently supported by the complainants.
Therefore, with respect to the equivalence and reciprocity conditions, as allegedly applicable
to objections, the complainants had not made a prima facie case in support of their claim
under Article 3.1 of the TRIPS Agreement and Article 2 (1) of the Paris Convention, as
incorporated into the TRIPS Agreement by virtue of its Article 2.1.

iii) The last aspect of the claims concerned the standing requirements to raise an objection.
The United States had claimed that there was a difference in the requirements for standing to
object under the Regulation, based on the difference in the Regulation between the
“legitimate concerns” of objectors residing or established in the European Communities, and
the “legitimate interest” of objectors residing or established in other WTO Members and third
countries. However, following an analysis of the ordinary meaning of the terms, it appeared
only a minor, irrelevant difference between the two terms. In any event, even if the meaning
of these provisions were different, it appeared that the European Communities could apply
them in the same manner and the difference in the wording of the standing requirements
was not intended to create a lower standard for objectors’ resident or established in WTO
Members outside the European Communities. Rather, a person that had a legitimate interest
and a legitimately concerned person should have been interpreted in the same way.
Therefore, with respect to the standing requirements for objections, the United States had

147



not made a prima facie case in support of its claim under Article 3.1 of the TRIPS Agreement
and Article 2 (1) of the Paris Convention, as incorporated into the TRIPS Agreement by virtue
of its Article 2.1.

g) Australia had claimed that, with specific regard to the procedures on the regulatory
committee,*?® the European Communities and their Member States had violated Article 3.1 of
the TRIPS Agreement and Article 2 of the Paris Convention, as incorporated into the TRIPS
Agreement by virtue of its Article 2.1. The European Communities and their Member States
had argued that this claim was unfounded.

The procedure on the consultation of the regulatory committee had been applied to the
consideration of particular applications to register Gls located within the European
Communities in the presence of an admissible objection from an EC Member State. Australia’s
claims rested on the premise that the representative of the EC Member States on the
regulatory committee acted as representatives of groups who submitted an application for
registration of a Gl located in their respective territories, of persons who wished to object
who were resident or established in their respective territories, and of interests in products
the subject of an application for registration of a Gl located in their respective territories.
When the regulatory committee was consulted, that is when there was an admissible
objection to the registration of a GI, EC Member States sitting on the committee were acting
as de facto organs of the European Communities, and they were in no way identified with the
applicant or the person raising an objection. These features of the Regulation “as such” did
not compel any different treatment of different Gls. Further, Australia had not provided
evidence that, in the application of these procedures, the authorities did not, could have not
or would have not applied the Regulation in the same way to the nationals of other Members
and the European Communities’ own nationals. Accordingly, Australia had not made a prima
facie case in support of its claims with respect of the regulatory committee under Article 3.1
of the TRIPS Agreement and Article 2 (1) of the Paris Convention, as incorporated into the
TRIPS Agreement by virtue of its Article 2.1.

h) The United States had claimed that, with specific regard to the procedures on inspection
structures,* the European Communities and their Member States had violated Article 3.1 of
the TRIPS Agreement and Article 2 (1) of the Paris Convention, as incorporated into the TRIPS
Agreement by virtue of its Article 2.1. The European Communities and their Member States
had argued that this claim was unfounded.

i) First, the United States had claimed a violation of Article 3.1 of the TRIPS Agreement.
Inspection structures requirements were a matter affecting the availability and acquisition of
Gls falling under the TRIPS Agreement. The standard to be applied for the assessment of
measures under Article 3.1 of the TRIPS Agreement had already been clarified. The United
States had claimed that the treatment accorded under the inspections structure requirements
for Gls located in third countries was less favorable than that accorded under the inspection

8 Under Article 15 of the Regulation.

% Under Article 10 of the Regulation.
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structure requirements for Gls located within the European Communities, based on two main
aspects: the first related to the allegedly prescriptive nature of the requirements and the
second to the issue of government participation in the creation of inspection structures.

ii) One aspect of the United States claim of violation of Article 3.1 of the TRIPS Agreement
concerned the allegedly prescriptive nature of the requirements. The text of the Regulation
applied same substantive inspection structures requirements for the design of inspection
structures applied to the protection of all Gls registered under the Regulation, without any
difference as to whether they were located within the European Communities or outside. The
Regulation left freedom with respect to the choice of public inspection authorities, private
inspection bodies or both. All authorities and bodies had to offer adequate guarantees of
objectivity and impartiality and all had to have permanently at their disposal the qualified
staff and resources necessary to carry out inspections. Under Article 3.1 of the TRIPS
Agreement, the obligation of the European Communities was to accord no less favorable
treatment to the nationals of other Members than the treatment it accorded to its own
nationals: the benchmark to establish a violation of this obligation was the treatment by the
European Communities to the European Communities’ own nationals, while the treatment
accorded by other Members to their own respective nationals was not relevant to this claim.
The European Communities would have applied the same criteria for protection, the same
requirements for product specifications and the same inspection structure requirements to all
application for registration under the Regulation, both to Gls located within the European
Communities and to Gls located outside. Therefore, in view of the lack of evidence of
different treatment, with respect to the allegedly prescriptive requirements for inspection
structures, the United States had not made a prima facie case in support of its claim under
Article 3.1 of the TRIPS Agreement.

iii) The other aspect of the United States claim of violation of Article 3.1 of the TRIPS
Agreement concerned government participation in inspections structures. Indeed, the
Regulation contained a formal difference between the inspection structures requirements
that applied to Gls located within the European Communities and to those located in third
countries. Under the Regulation, EC Member States had an obligation to put inspection
structures in place and monitor them, while third country governments had to establish
inspection structures and had to provide a declaration on their creation and other
information. But third countries did not have legal obligations under the Regulation and an
applicant in a third country had no right to have inspection structure designated and/or
approved, and monitored, by its own government, and had no right to the requisite
declaration by its own government. Therefore, applicants for Gls that referred to areas
located in third countries did not have a right in the availability of protection and application
procedures that was provided to applicants for Gls that referred to areas located within the
European Communities. Applicants in third countries faced an extra hurdle in ensuring that
the authorities in those countries carried out the functions reserved to them under the
Regulation, which applicants in EC Member States did not face. Consequently, certain Gl
applications by applicants in third countries might have been rejected. This significantly
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reduced the opportunities available to the nationals of other WTO Members in the availability
and acquisition of rights under the Regulation below the level of those available to the
European Communities’ own nationals. For this reason, the Regulation accorded nationals of
other WTO Members less favorable treatment within the meaning of Article 3.1 of the TRIPS
Agreement than it accorded to European Communities’ own nationals. For these reasons,
with respect to the government participation required in the inspection structures under the
Regulation, and the provision of the declaration by governments under the Regulation, the
Regulation accorded less favorable treatment to the nationals of other Members than to the
European Communities’ own nationals, in violation of Article 3.1 of the TRIPS Agreement.

iv) Second, the United States had claimed a violation of Article 2 (1) of the Paris Convention.
The United States had not separately argued its claim under Article 2 (1) of the Paris
Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1., with
respect to the inspection structures requirements. Accordingly, in that respect, it had not
made a prima facie case in support of its claim under that provision.

k) Australia and the United States had claimed that, with specific regard to the labeling

requirement,”®

the European Communities and their Member States had violated national
treatment obligations. The European Communities and their Member States had argued that

this claim was unfounded.

i) The first issue to be clarified was the scope of the labeling requirement under the
Regulation. Under the Regulation, if a protected name of a third country was identical to a
Community protected name, registration had to be granted with due regard for local and
traditional usage and the practical risks of confusion. Use of such names had to be authorized
only if the country of origin of the product was clearly and visibly indicated on the label. This
provision of the Regulation, including the labeling requirement, referred only to the
registration and use of Gls from a third country that was identical to an EC protected name. It
referred to a Gl that was already registered. With respect to Gls located within the European
Communities, the Regulation stipulated that the use of a registered homonymous name had
to be subject to there being a clear distinction in practice between the homonym registered
subsequently and the name already on the register, having regard to the need to treat the
producers concerned in an equitable manner and not to mislead consumers.”** The language
of the two provisions was almost identical.

ii) The United States had claimed that, with specific regard to the labeling requirement, the
European Communities and their Member States had violated Article 3.1 of the TRIPS
Agreement. The labeling was a matter affecting the acquisition of protection for Gls covered
by the TRIPS Agreement. The standard to be applied for the assessment of measures under
Article 3.1 of the TRIPS Agreement had been already clarified. Turning to the measure at
issue, the labeling requirement only applied to products bearing Gls from third countries that
were identical to an EC protected name. The purpose of both provisions under the Regulation

% ynder Article 12 (2) of the Regulation.

%t Under Article 6 (6) of the Regulation.
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dealing with homonymous Gls located within and outside the territory of the European
Communities was to minimize the actual, or practical, risks of confusion between the use of
two registered identical or homonymous Gls. Although the English version of the two
provisions differed, looking at the French and Spanish versions of the Regulation, it was clear
that the meaning of the two provisions was the same in English as well. Nothing in the text of
the two provisions appeared to prevent the European Communities from implementing the
two requirements in the same manner where an application was made to register a Gl,
whether located within the European Communities or in a third country, that was identical to
a prior registered GIl. Therefore, for the above reasons, with respect to the labeling
requirement, the United States had not made a prima facie case in support of its claim under
Article 3.1 of the TRIPS Agreement.

[) Australia and the United States had claimed that that the European Communities and their
Member States had violated Article 16.1 of the TRIPS Agreement. The European Communities
and their Member States had argued that these claims were unfounded.

i) These claims concerned the issue of coexistence. This term refers to a legal regime under
which a Gl and a trademark could both be concurrently used to some extent even though the
use of one or both of them would otherwise infringe the rights conferred by the other. The
use of this term would have not entailed the expression of any view on whether such a
regime was justified.

ii) Under the Regulation, protection was conferred to registered Gls. The Regulation impliedly
granted the positive rights to use Gls in accordance with the product specification and other
terms of its registration to the exclusion of any other sign. Under EC domestic law, this
positive right prevailed over the rights of trademark owners to prevent the use of a sign that
infringed trademark. However, a registered Gl might have been used together with other
signs or as part of a combination of signs but the registration did not confer a positive right to
use any such other signs or combination of signs or to use the name in any linguistic versions
not entered into the register. Therefore, the registration did not affect the right of trademark
owners to exercise their rights with respect to such uses. The Regulation contained a number

of provisions governing the relationship of Gls and trademarks under Community law.>** |

n
particular, the Regulation provided for the refusal of trademark applications where use of the
trademark would have infringed the rights in a Gl already registered under the Regulation.503
This ensured that a Gl prevailed over a later trademark. When governing the relationship of
Gls with prior trademarks, the Regulation allowed the continued use of a prior trademark
even though use of that trademark would have conflicted with the rights conferred by

% This was recognition of the possibility for

registration of a Gl under the Regulation.
trademarks to coexist with Gls under Community law. The Community Trademark Regulation
then ensured that the rights conferred by a trademark registration against all third parties

and uses of any sign did not prevail over a third party using a registered Gl in accordance with

*2 Under Article 14 of the Regulation.

Under Article 14 (1) of the Regulation.
Under Article 14 (2) of the Regulation.
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its registration. Consequently, the trademark owner’s rights provided by trademark legislation
in the implementation of Article 16.1 of the TRIPS Agreement could have not been exercised
against a person who used a registered Gl following its registration, where the trademark was
subject to the Regulation provision on coexistence. However, the Regulation provided that a
Gl would have not been registered where, in the light of a trademark’s reputation and
renown and the length of time it had been used, registration would have been liable to

% This provision, in effect,

mislead the consumer as to the true identity of the product.
provided that a prior trademark might have prevailed over a later application for Gl

registration under certain conditions.

iii) The parties disagreed as to whether the conditions on registrability of Gls under the
Regulation, together with the criteria for registrability of trademarks applied under EC law,
prevented the registration of a Gl, the use of which would have resulted in a likelihood of
confusion with a prior trademark, as required under Article 16.1 of the TRIPS Agreement.
Clearly, under the EC law, the coexistence of trademarks and Gls and the fact that prior
trademarks did not automatically prevail over registered Gls,® limited the trademark
owners’ exclusive rights. The issue was whether the fact that the Regulation provided that a
Gl would have not been registered where, in the light of a trademark’s reputation and
renown and the length of time it had been used, registration would have been liable to

%7 could have prevented the

mislead the consumer as to the true identity of the product,
above-mentioned limitation of trademark owners exclusive rights. There was no evidence to
show that it was possible to seek invalidation of a Gl registration under the Regulation in all
cases in which use of a Gl would have otherwise infringed a prior trademark. Australia had
thus made a prima facie case that the conditions on Gl registration under the Regulation
could not prevent all situations from occurring in which the rights of a trademark owner
would have been limited under the Regulation. Examining evidence relating to the one
instance of application of the Regulation provision denying Gl registration for infringement of
prior trademark, for the Gl “Bayerisches Bier”, it was possible to conclude that the European
Communities and their Member States had failed to rebut the prima facie case that the
Regulation could have not prevented all situations in which a trademark would have coexisted
with a conflicting Gl from occurring and, hence, in which the Regulation would have limited
the rights of the owner of such a trademark. To understand however whether this entailed a
violation of Article 16.1 of the TRIPS Agreement, It was necessary to examine the relationship
of Gls and prior trademarks under the TRIPS Agreement, and in particular, whether the TRIPS
Agreement required Members to make available to trademark owners’ rights against signs
when they are used as geographical indications.

iv) Australia had argued that nothing in the TRIPS Agreement justified a failure to grant the
right provided for in Article 16.1. The European Communities and their member States had
argued that the claim was unfounded since the TRIPS Agreement recognized trademarks and

*% Under Article 14 (3) of the Regulation.

Under Article 14 (2) of the Regulation and under the Community Trademark Regulation.
Under Article 14 (3) of the Regulation.
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Gls as intellectual property rights on the same level, and conferred no superiority to
trademarks over geographical indications. According to them, the potential conflict resulting
from the simultaneous exercise of both rights would lead to a situation where neither the
trademark owner nor the Gl right holders could use the sign in question. Neither would be
able to fulfill its purpose. According to the European Communities, this conflict would have
been resolved in particular by Article 24.5 of the TRIPS Agreement, according to which,
among others, Members may prejudice rights of the trademark owner, including the right to
prevent others from using the sign of which the trademark consists. However, Article 24.5 is
not an exception but defines the boundary between the obligations in Article 16.1 and
Member’s right to implement geographical indication protection. The examination of whether
the TRIPS Agreement requires Members to make available to trademark owners rights against
the use of Gls involves two steps:

A) First, an examination of the right of trademark owners provided for in Article 16.1 of the
TRIPS Agreement.

B) Second, an examination of whether Article 24.5 of the TRIPS Agreement provides authority
to limit that right.

A) Starting with the analysis of the rights provided to trademark owners, Article 16.1 sets out
a right which must be conferred on the owner of a registered trademark, and which may also
be acquired on the basis of use. The text of Article 16.1 stipulates that the right for which it
provides is an “exclusive” right. This indicates that this right belongs to the owner of the
registered trademark alone, who may exercise it to prevent certain uses by “all third parties”
not having the owner’s consent. The last sentence provides for an exception to that right,
which is that it shall not prejudice any existing prior rights. Otherwise, the text of Article 16.1
is unqualified. Other exceptions to the right under Article 16.1 are provided for in Article 17
and possibly elsewhere in the TRIPS Agreement. However, there is no implied limitation vis - a
- vis Gls in the text of Article 16.1 on the exclusive right that Members must make available to
the owner of a registered trademark.

B) Under Article 24.5 of the TRIPS Agreement, where a trademark has been applied for or
registered in good faith, or where rights to a trademark have been acquired through use in
good faith either before the date of application of the provisions on Gls in that Member or
before the Gl is protected in its country of origin, measure adopted to implement the TRIPS
Agreement provisions on Gls cannot prejudice eligibility for or the validity of the registration
of a trademark, or the right to use a trademark, on the basis that such a trademark is identical
with, or similar to, a Gl. The principal verb in Article 24.5 is “shall not prejudice”: that is, the
provision shall not affect certain other rights, including prior rights. The text of Article 24.5
expressly preserves the right to use a trademark - which is not expressly provided for in the
TRIPS Agreement - and is silent as to any limitation on the trademark owner’s exclusive right
to prevent confusing uses of signs - which is expressly provided for in the TRIPS Agreement
when the sign is used as a Gl. Accordingly, it is inappropriate to imply in Article 24.5 either the
right to prevent confusing uses or a limitation on the right to prevent confusing uses. Under

Article 16.1 of the TRIPS Agreement, Members are required to make available to trademark
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owners a right against certain uses, including uses as a geographical indication. The
Regulation limits the availability of that right for the owners of trademarks subject to Article
14 (2). Article 24.5 of the TRIPS Agreement was inapplicable and did not provide authority to
limit that right.

v) The European Communities and their Member States had argued that the Regulation was
justified by the exceptions in Articles 24.3 and 17 of the TRIPS Agreement, since these two
provisions allowed the system of coexistence as applied in the EC.

A) The European Communities and their Member States had argued that Article 24.3 of the
TRIPS Agreement required to maintain coexistence of Gls and earlier trademarks. This was a
standstill obligation that prohibited Members from diminishing the level of Gl protection that
existed at the time of entry into force of the WTO Agreement. Australia had argued that
removal of the coexistence standard in the Regulation would have not diminished that
protection. Under Article 24.3 of the TRIPS Agreement, when implementing Section 3 of Part
Il of the Agreement, a Member has an obligation not to diminish the protection of Gls that
existed in that Member immediately prior to the date of entry into force of the WTO
Agreement, that is 1 January 1995. Article 24.3 does not apply to measures adopted to
implement provisions outside Section 3. Trademark owners’ rights, which Members must
make available in the implementation of Article 16.1, are found in Section 2. Therefore,
Article 24.3 was inapplicable.

B) The European Communities and their Member States had argued that, in the alternative,
the coexistence of Gls and earlier trademarks would have been justified under Article 17 of
the TRIPS Agreement, which is an exception to the obligation in Article 16 of the Agreement.
Australia had argued that the European Communities and their Member States had not met
their burden of proof to establish that the conditions of Article 17 of the TRIPS Agreement
were fulfilled. Turning to the measure, it had already been found that the Regulation limited
the availability of the right provided for in Article 16.1. Therefore, to the extent that the
Regulation satisfied the conditions in Article 17, this limitation would have been permitted
under the TRIPS Agreement. Article 17 permits “limited exceptions”. It provides an example of
a limited exception, and is subject to a proviso that “such exceptions take account of the
legitimate interests of the owner of the trademark and of third parties”. There is only one
right conferred by a trademark at issue in this dispute, namely the exclusive right to prevent
certain uses of a sign provided for in Article 16.1. Therefore, it is necessary to examine the

Ill

exception on an individual “per right” basis. This is a legal assessment of the extent to which
the exception curtails that right. Turning to the Regulation, it curtailed the trademark owner's
right in respect of certain goods but not all goods identical or similar to those in respect of
which the trademark is registered. The Regulation curtailed the trademark owner's right
against certain third parties, but not “all third parties”. Under the Regulation, once a Gl had
been registered and a prior conflicting trademark was subject to the coexistence regime set
forth in the Regulation, the Gl might have, in principle, be used without regard to the
likelihood of confusion that it might have caused. However, on the basis of the terms of the

Regulation and of the Community Trademark Regulation, and the explanation of them
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provided by the European Communities and their Member States, not only a prior conflicting
trademark might have continued to be used, but the trademark owner's right to prevent
confusing uses was unaffected, except with respect to the use of a Gl as entered in the Gl
register in accordance with its registration. Furthermore, the European Communities and
their Member States had explained that the use of a name registered as a Gl was subject to
the applicable provisions of the food labeling and misleading advertising directives so that the
ways in which it might have been used were not unlimited. For these reasons, the Regulation
created a “limited exception” within the meaning of Article 17 of the TRIPS Agreement. In
order to benefit from Article 17 of the TRIPS Agreement, limited exceptions must further take
account of the legitimate interests of the owner of the trademark and of third parties.

Given that Article 17 creates an exception to the rights conferred by a trademark, the
“legitimate interests” of the trademark owner must be something different from full
enjoyment of those legal rights. The “legitimate interests” of the trademark owner are also
compared with those of “third parties”, who have no rights conferred by the trademark.
Previous panels observed that “legitimate interest” must be intended as a normative claim
calling for protection of interests that are 'justifiable' in the sense that they are supported by
relevant public policies or other social norms.>®® Although this was stated in the context of
patent rights, it holds true in the case of trademark rights, with regard to trademark owner
and third parties in the context of Article 17. Every trademark owner has a legitimate interest
in preserving the distinctiveness, or capacity to distinguish, of its trademark so that it can
perform that function. The proviso to Article 17 requires only that exceptions “take account”
of the legitimate interests of the owner of the trademark, and does not refer to
“unreasonablfe] prejudice” to those interests. This suggests that a lesser standard of regard
for the legitimate interests of the owner of the trademark is required. For these reasons, the
exception created by the Regulation took account of the legitimate interests of the owner of
the trademark within the meaning of Article 17. This finding is confirmed by responses to a
guestion by the Panel which revealed that, of over 600 Gls registered under the Regulation
over a period of eight years, the complainants and third parties were unable to identify any
that, in their view, could be used in a way that would result in a likelihood of confusion with a
prior trademark, with four exceptions. Under Article 17 of the TRIPS Agreement, a justifiable
exception has to take into account the “legitimate interest” of third parties as well. The
parties to the dispute agreed that “third parties” for the purposes of Article 17 include
consumers. The Regulation expressly addressed consumers,”® by providing for the refusal of
Gl registration where “registration [was] liable to mislead the consumer as to the true identity
of the product”. The United States had submitted that the “third parties” for the purposes of
Article 17 include trademark licensees. This might have been correct, but the legitimate
interests of trademark licensees are, to a large extent, identified with those of the trademark
owner, and can be taken into account at the same time. It is not clear how their interests
could have been taken into account as a separate issue. For these reasons, the exception

% See Canada - Pharmaceutical Patents.

> Under Article 14 (3) of the Regulation.
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created by the Regulation took account of the legitimate interests of third parties within the
meaning of Article 17.The European Communities and their Member States had succeeded in
raising a presumption that the exception created by the Regulation to the trademark owner's
right provided for in Article 16.1 of the TRIPS Agreement was justified by Article 17 of the
TRIPS Agreement. Australia has not succeeded in rebutting that presumption. Therefore, with
respect to the coexistence of Gls with prior conflicting trademarks, the Regulation was in
violation of Article 16.1 of the TRIPS Agreement but this was justified by Article 17 of the
TRIPS Agreement. Articles 24.3 and Article 24.5 of the TRIPS Agreement were, on the
contrary, inapplicable.

vi) Australia had further claimed that the European Communities and their Member States
had violated Article 16.1 of the TRIPS Agreement because the Regulation did not provide for
or implemented the presumption of a likelihood of confusion in the case of use of an identical
sign for identical goods. The European Communities and their Member States had argued that
this claim was unfounded. A finding on this claim would have not provided any additional
contribution to a positive solution to this dispute and therefore this claim did not deserve
further consideration.

vii) Australia had claimed that the European Communities and their Member States had
violated Article 16.1 of the TRIPS Agreement because the Regulation did not ensure that
objections to registration were admissible on the grounds that use of the geographical
indication would result in a likelihood of confusion. The European Communities and their
Member States had argued that this claim was unfounded. Australia had failed to explain why
the trademark owner’s right to prevent use implies a right to object to Gls registration. For
these reasons, Australia had not made a prima facie case in support of this claim.

viii) Australia had claimed that the European Communities and their Member States had
violated Article 16.1 of the TRIPS Agreement because the Regulation did not ensure that an
objection by the owner of a registered trademark would have been considered by the
regulatory committee of the EC Member States. The European Communities and their
Member States had argued that this claim was unfounded. For the same reasons above-
mentioned, Australia had not made a prima facie case in support of this claim.

m) The complainants had claimed a violation of Article 22.2 of the TRIPS Agreement. The
European Communities and their Member States had argued that these claims were
unfounded.

i) Australia had claimed that the European Communities and their Member States had failed
to provide at Community level the legal means for interested parties to prevent use in respect
of a Gl registered, or proposed to be registered, under the Regulation, in violation of Article
22.2. of the TRIPS Agreement. The European Communities and their Member States had
argued that this claim was unfounded. It was not disputed that “designations of origin” and
registered “geographical indications” as defined in the Regulation fell within the definition of
geographical indication of Article 22.1 of the TRIPS Agreement. Article 22.2 creates an
obligation that applies in respect of Gls. Read in context, the obligation in Article 22.2 to
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provide certain legal means “in respect of’ of geographical indications, is an obligation to
provide for the protection of Gls. Australia’s claim did not appear to concern the protection of
Gls, but rather the protection of other subject matter against the protection of Gls. Therefore,
it did not disclose a cause of action under Article 22.2. Moreover, Australia’s specific claim of
violation of Article 22.2 of the TRIPS Agreement was not clear enough. For the above reasons,
Australia’s claim of violation of Article 22.2 of the TRIPS Agreement had to be rejected.

ii) The United States had claimed that the European Communities and their Member States
had violated Article 22.2 of the TRIPS Agreement because the Regulation did not provide
interested parties in other WTO Members which did not satisfy the equivalence and
reciprocity conditions, including inspection structures, the legal means to protect their Gls on
a uniform basis throughout the territory of the European Communities. The European
Communities and their Member States had argued that these claims were unfounded. Article
22.2 of the TRIPS Agreement obliges Members to provide legal means for “interested parties”,
in accordance with the national treatment obligation under Article 1.3 of the TRIPS
Agreement. These persons can be private parties. An examination of whether the European
Communities and their Member States had provided the legal means required by Article 22.2
for interested parties who were nationals of other WTO members was necessary. The
Regulation did not make available protection to interested parties with respect to Gls located
in third countries, including WTO Members, that did not satisfy the equivalence and
reciprocity conditions, and the government of which did not examine and transmit an
application. The United States had made a prima facie claim in support of its claim. However,
the obligations under Article 22.2 of the TRIPS Agreement were placed on the European
Communities and their Member States, not on the Regulation. The United States had
challenged the Regulation, which was not the only means by which the European
Communities had implemented Article 22.2. Other measures of protection, such as foodstuffs
labeling, misleading advertising directives and implementing legislation of EC Member States,
while not specifically providing for the protection of Gls, prohibited business practices that
could have involved the misuse of Gls. The United States had not demonstrated that these
other measures, which lied outside the Panel terms of reference, were inadequate to provide
Gl protection to interested parties nationals of other Members as required under Article 22.2
of the TRIPS Agreement. Accordingly, with respect to the equivalence and reciprocity
conditions and the examination and transmission of applications under the Regulation, the
United States had not made a prima facie case that the European Communities and their
Member States had failed to implement its obligations under Article 22.2 of the TRIPS
Agreement. The United States had also based its claim under Article 22.2 of the TRIPS
Agreement on some arguments relating to the rights of persons who wished to object to a Gl
registration, concerning the grounds for objection available to trademark owners. Article 22
of the TRIPS Agreement is located in Part Il, Section 3, which provides for the category of
geographical indications, of the Agreement. Section 3 does not provide for trademark
protection, except to the extent that trademark systems are used to protect Gls. Therefore,
the United States’ arguments in support of this claim had to be rejected insofar as they
related to objections to Gl registrations, including objections by trademark owners. One part
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of the United States’ claim concerned Article 62 of the TRIPS Agreement, which contains
provisions on the acquisition and maintenance of intellectual property rights, including Gls.
However, Article 62 lied outside the Panel terms of reference. Finally, it had already been
found that equivalence and reciprocity conditions did not apply to the right of objection by
persons resident or established in WTO Members. The United States had not made a prima
facie case that the European Communities and their Member States had failed to implement
their obligation under Article 22.2 of the TRIPS Agreement.

n) The United States had claimed that the European Communities and their Member States
had violated the most - favored - nation obligation in Article 4 of the TRIPS Agreement and
the Paris Convention because the Regulation imposed condition of reciprocity and
equivalence on the availability of protection. The European Communities and their Member
States had argued that this claim was unfounded. Two elements must be satisfied in order to
establish a violation of Article 4 of the TRIPS Agreement: 1) the measure at issue must apply
with regard to the protection of intellectual property; and 2) the nationals of other Members
are not “immediately and unconditionally” accorded any advantage, favor, privilege or
immunity granted by a Member to the nationals of any other country. The United States claim
concerned the protection of intellectual property, as clarified in footnote 3 to the TRIPS
Agreement, within the scope of the most - favored - nation treatment obligation in Article 4
of that Agreement. However, as for the second element, given that it had been already found
that the Regulation was in violation of the national treatment obligation in Article 3.1 of the
TRIPS Agreement, a further conclusion on the most - favored - nation obligation would have
provided no additional positive contribution to a solution to this dispute. Therefore, judicial
economy had to be exercised with respect to this claim.

0) The United States had claimed that, with specific regard to the application and objection
procedures of the Regulation,510 the European Communities and their Member States had
violated the most - favored - nation treatment obligation in Article 4 of the TRIPS Agreement
for the same reasons that they had violated the national treatment obligation of the TRIPS
Agreement. The European Communities and their Member States had argued that this claim
was unfounded. The United States had not shown how the differences in the treatment
accorded to nationals of different Members were granted by the European Communities.
Therefore, the United States had not made a prima facie case in support of this claim.

p) The United States had claimed that the execution of the Regulation by authorities of EC
Member States was in violation of the most - favored - nation treatment obligation of Article
4 of the TRIPS Agreement. The European Communities and their Member States had argued
that this claim was unfounded. The premise of the United States’ claim was that nationals of
EC Member States were “nationals of any other country” within the meaning of Article 4 of
the TRIPS Agreement. However, persons nationals of the EC Member States are the European
Communities’” own nationals. To the extent that advantages were granted under the
Regulation, by the Community and EC Member States authorities exercising powers under the

1 Under Articles 5 and 12 and 7, 12b and 12d of the Regulation.
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Regulation, to the European Communities’ own nationals, those advantages were not granted
to the “nationals of any other country”, within the meaning of Article 4 of the TRIPS
Agreement. Therefore, the claim by the United States had to be rejected, to the extent that it
was based on the execution of the Regulation by the authorities of EC Member States.

g) Australia had claimed that the European Communities and their Member States denied to
nationals of other WTO Members effective protection against unfair competition and
appropriate legal remedies to repress effectively all acts of unfair competition, in violation of
Article 2.1 of the TRIPS Agreement incorporating Articles 10bis (1) and 10ter (1) of the Paris
Convention. The European Communities and their Member States had argued that this was
not correct. Many issues of Australia’s claim needed to be explained and Australia could have
not been relieved of its responsibility to prove its case. Accordingly, Australia had not made a
prima facie case in support of its claim under Articles 10bis and 10ter of the Paris Convention
as incorporated into the TRIPS Agreement.

r) Australia and the United States had claimed a violation of the TRIPS Agreement provisions
stipulating obligations with respect to enforcement procedures. The European Communities
and their Member States had argued that these claims were unfounded.

i) Australia had claimed that the European Communities and their Member States had
violated the TRIPS Agreement provisions stipulating obligations with respect to enforcement
procedures,511 due to the provisions concerning objections by a trademark right holder, and
the functioning of the regulatory committee. The European Communities and their Member
States had argued that these claims were unfounded. These claims were made under the
obligations with respect to the enforcement procedures found in Part lll of the TRIPS
Agreement. Australia’s claim concerned an inter partes procedure permitting objections
which was related to the acquisition of intellectual property rights under the Regulation. As
such, it was covered by Part IV of the TRIPS Agreement, not Part Ill. The general principles in
Articles 41.2 and 41.3 applied to such inter partes procedures, where a Member’s law
provides for them, by virtue of Article 62.4 of the TRIPS Agreement. However, Article 62.4 of
the TRIPS Agreement was outside the Panel terms of reference. Accordingly, this claim had to
be rejected.

ii) The United States had claimed that the European Communities and their Member States
had violated the TRIPS Agreement provisions stipulating obligations with respect to
enforcement procedures,512 because it did not provide the rights provided for in Articles 16.1
and 22.2 of the TRIPS Agreement. The European Communities and their Member States had
argued that these claims were unfounded. These claims were made under the obligations
with respect to enforcement procedures found in Part Il of the TRIPS Agreement. However,
the United States’ claims were dependent on its claim concerning the minimum standards in
Part Il of the Agreement, specifically Articles 16.1 and 22.2. Given that a ruling had been

> Specifically, Australia had claimed a violation of Articles 41.1, 41.2, 41.3 and 42 of the TRIPS Agreement.

>12 Specifically, the United States had claimed a violation of Articles 41.1, 41.2, 41.4, 42 and 44.1 of the TRIPS
Agreement.
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already made on the claims under Articles 16.1 and 22.2, further findings on the claims under
Part 1ll would have not provided any additional contribution to a positive solution to this
dispute. Judicial economy had to be exercised with respect to these claims.

s) The complainants had claimed that the Regulations did not ensure that decisions by EC
member States to grant transitional national protection pursuant to the Regulation,”** did not
diminish the protection of trademarks under the TRIPS Agreement, in the same way as
registration of Gls as the Community level. As a consequence, the Regulation was in violation
of many obligations under the TRIPS Agreement and the Paris Convention.”* The European
Communities and their Member States had argued that this claim was unfounded. Australia
had not explained many issues related to this claim. Accordingly, Australia had not made a
prima facie case in support of its claim.

t) Australia had claimed that the European Communities and their Member States had
violated several obligations under the TRIPS Agreement and the Paris Convention,**for
reasons related to the amendment of the Regulation in April 2003. The European
Communities and their Member States had argued that this claim was unfounded. This claim
by Australia concerned individual registrations. Australia had not demonstrated that there
was a difference in the procedures or opportunities for objections under the previous version
of the Regulation, and did not submit any evidence relating to continuing individual
registrations other than the circumstances surrounding the act of registration, and the fact
that they remained in force. Therefore, Australia had failed to make a prima facie case in
support of its claim with respect to individual registrations.

u) Australia and the United States had both claimed, although for different reasons, a
violation of Article 1.1 of the TRIPS Agreement. The European Communities and their
Member States had argued that these claims were unfounded.

i) The United States had claimed that the inspection structures requirements forced Members
to adopt a particular set of rules to implement the TRIPS Agreement, in violation of Article 1.1
of the TRIPS Agreement. The European Communities and their Member States had argued
that this claim was unfounded. To the extent that this claim concerned the equivalence and

>1® abundant findings had already been made. To the

reciprocity conditions in the Regulation,
extent that this claim concerned the inspection structures requirement for particular
products, these requirements might have required inspections to take place not only within
the European Communities but also within the territory of other WTO Members. The

evidence did not disclose that these inspections concerned other WTO Members’ system of

>3 Specifically, under Article 5 (5) of the Regulation.

> The Regulation was in violation of Articles 2.1 of the TRIPS Agreement, incorporating Article 10bis and 10ter

of the Paris Convention, and Articles 16.1, 41.1, 41.2, 41.3 and 42 of the TRIPS Agreement.

> Australia had claimed violations of the national treatment obligations in Articles 2 (1) and (2) of the Paris

Convention, as incorporated into the TRIPS Agreement by virtue of its Article 2.1, and in Article 3.1 of the TRIPS
Agreement, the obligation in Article 2.1 of the TRIPS Agreement to comply with Articles 1 through 12 and 19 of
the Paris Convention, and the obligation in Article 1.3 of the TRIPS Agreement to accord the treatment provided
for in the TRIPS Agreement to the nationals of other Members

>'® Under Article 12 (1) of the Regulation.
160



protection but, rather, only compliance with the product specifications, which were a feature
of the European Communities’ system of protection. Therefore, the evidence did not suggest
that they were consistent with the freedom granted under the third sentence of Article 1.1 of
the TRIPS Agreement. This claim had to be rejected.

ii) Australia had claimed that the Regulation was in violation of Article 1.1 of the TRIPS
Agreement, as a consequence of the Regulation’s inconsistencies with various provisions of
the TRIPS Agreement. The European Communities and their Member States had argued that
this claim was unfounded. Australia’s claim was consequential and a further finding on it
would have not provided any additional contribution to a positive solution to this dispute.
Judicial economy had to be exercised on this claim.

v) The United States and Australia had claimed that the European Communities and their
Member States had violated Article 65.1 of the TRIPS Agreement. This claim was dependent
on the substantive claims and equally unfounded. A finding on this claim would have not
provided any additional contribution to a positive solution to this dispute. Judicial economy
had to be exercised with respect to this claim.

z) Australia had claimed that the European Communities and their Member States were in
violation of XVI:4 of the WTO Agreement. The European Communities and their Member
States had argued that these claims were dependent on the substantive claims and were
equally unfounded. These were consequential claims and findings on them would have not
provided any additional contribution to a positive solution to this dispute. Judicial economy
had to be exercise with respect to these claims.

Further development related to the case:

a) At the Dispute Settlement Body meeting of 19 May 2005, the European Communities and
their Member States expressed their intention to implement the Dispute Settlement Body
recommendations and rulings and stated that they would have needed a reasonable period of
time to do so. At the Dispute Settlement Body meeting of 21 April 2006, the European
Communities and their Member States stated that they had fully implemented the Dispute
Settlement Body recommendations and rulings by adopting a new regulation that entered
into force on 31 March 2006. Australia and the United States disagreed that the European
Communities and their Member States had fully implemented the Dispute Settlement Body’s
recommendations and ruling and invited the European Communities and their Member States
to take account of their comments and to revise the newly promulgated regulation.

b) The acting United States Trade Representative at the time of the dispute, Peter Allgeier,
welcomed the Panel’s ruling, referring to it as a “clear win” for United States farmers and
food processors. However, the WTO Panel did not support the United States on all its claims,
and this had been stressed by some United States trade officials. European Union agriculture
spokesman Michael Mann noted that the ruling would have had an insignificant commercial
impact on the United States and Australia, as neither of them had ever submitted an
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application for geographical indication protection under the European Union’s 1992
Regulation.517

c) One of the claims presented in the EC - GIs dispute referred to Article 14 (2) of the
Regulation, which allowed for coexistence between a prior trademark and a later identical or
confusingly similar geographical indication. The question of coexistence between these two
forms of intellectual property, trademarks and geographical indications, is however far from
settlement yet in the European Communities and their Member States, as clearly showed by
the debate over the their relationship.518

d) The WTO EC - GIs dispute has captured the attention of policymakers, negotiators,
academia and agricultural and food producers around the world. It has been regarded as only
one chapter of the long - standing conflict over the use and control of certain geographical
names over agricultural and foodstuffs between European countries and the “new world”
countries (the United States, Australia, Argentina, Chile and South Africa, among others). For
this reason, both the backdrop and implications of the dispute extended far beyond the
specific case. At stake in the dispute, apart for the factual background, their inherently
different perspectives on the objective and characteristics of distinctive signs, which had
already led to the fragile compromise on the geographical indications discipline in the TRIPS
Agreement. The TRIPS Agreement had indeed tried to accommodate different interests and
approaches to geographical indications: it had provided a definition of geographical
indications and a minimum level of protection, in an attempt to bring coherence in an
unsettled area. Nevertheless, the TRIPS Agreement provided - in comparison with other
categories of intellectual property - a limited degree of harmonization of geographical
indications protection and a system, which is still under construction.

The negotiations on the protection of geographical indications in the TRIPS Agreement were -
and have remained since - quite intense and controversial. Two of the main reasons were the
significant difference among WTO Members in the recognition of and the value placed on the
use of geographical names as signs of reputation and quality of a particular product on the
one hand, and the economic importance of geographical indications, which is particularly
significant in Europe in comparison with various other WTO Members, on the other.
Differences over the status of the built - in agenda, as well as on the implementation
following from the inclusion of geographical indications in the TRIPS Agreement, have
generated a heated debate in the TRIPS Council. The debate was largely shaped by the
positions of the main interested countries - the EC on one side and the United States and
Australia on the other. The EC main objective has been to obtain international levels of
geographical indications protection comparable to its domestic system, through multilateral,
regional and bilateral negotiations. Advancing the protection of European geographical
indications was perceived by the “new world” countries as part of a strategy to maintain

> ICTSD, WTO in Brief - WTO Panel Issues Mixed Ruling in Geographical Indications Case, BRIDGES Volume 9,

No. 9, 16 March 2005, available at http://www.ictsd.org/bridges-news/bridges/news/wto-in-brief-31.
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D.C. Ohlgart, Geographical Indications and Trademarks: War or Peace?, European Communities Trademark
Association, 25" Annual Meeting in Warsaw.
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European and Gl supportive countries’ market shares throughout the world, eventually in
exchange for commitments to provide more market access and to reduce export and
domestic subsidies for EU farmers. On the other hand, the United States and Australia, among
others, have been reluctant to increase the level of geographical indication protection at the
multilateral level. Their careful engagement in discussions on the built - in agenda is geared
towards avoiding any new commitments on the matter. Developing countries do not have
common interests in the polarity between implementing existing obligations on geographical
indications and negotiating new ones, as in many other areas of intellectual property, and
each developing country develops its own strategy on Gl issues in accordance with its Gl

diversity and needs.”*

e) Some commentators have stressed that geographical indications stand at the intersection
of three different hotly debated fields of international law: international trade, intellectual
property and agricultural policy. The greater political salience and economic value recently
gained (despite geographical indications long history) could be due to the major changes in
the global economy: indeed, proponents of geographical indications raise diffuse concerns
about authenticity, heritage and locality in a rapidly globalizing world. The same
commentators supported the idea of some protection for geographical indications in
international law, which could be justified under the arguments of the moral rights of the
communities producing specific products, the incentives given by geographical indications to
markets, the prevention of consumer confusion and the lowering of product search and
identification costs.>*

> D, Vivas - Eugui, M. J. Oliva, The WTO Dispute on Trademarks and Geographical Indications: Some Implications

for Trade Policy - Making and Negotiations, in C. M. Correa, Research Handbook on the Interpretation and
Enforcement of Intellectual Property Under WTO Rules - Intellectual Property in the WTO Volume II, (Edward

Elgar Publishing: 2010, UK/USA).

2K Raustiala, S. T. Munzer, The Global Struggle Over Geographical Indications, The European Journal of

International Law Vol. 18 No.2, 2007.
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Indonesia - Certain Measures Affecting the Automobile Industry
IP/D/6WT/DS 54, 55, 59, 64 - Panel Report WT/DS59/R

General Background of the case

On 3 October 1996, the European Communities requested consultations with Indonesia on certain
measures affecting the automobile industry (WT/DS54). No mutually satisfactory solution was
reached and the European Communities requested the establishment of a panel.

On 4 October 1996, Japan requested as well consultations with Indonesia on certain measures
affecting the automotive industry (WT/DS55), and, subsequently, additional consultations on
Indonesia’s National Car Program (WT/DS/64). No mutually satisfactory solution was reached and
Japan requested the establishment of a panel.

On 8 October 1996, the United States requested consultations with Indonesia on certain measures
affecting trade and investment in the motor vehicle sector (WT/DS59). No mutually satisfactory
solution was reached and the United States requested the establishment of a panel.

On 12 June 1997, the Dispute Settlement Body (DSB) established a panel pursuant to requests by
Japan and the European Communities and on 30 July 1997 agreed on the United States’ request
for the establishment of a panel. In accordance with the rules on multiple complainants provided
for in Article 9 of the Dispute Settlement Understanding, the DSB agreed that the panel previously
established to examine Japan and the European Communities’ complaints would have also
examined the United States’ complaint.

The case concerned three general programs adopted by Indonesia in the automotive sector.

First, the 1993 Incentive System, under which import duty reductions and exemptions were
established for automotive parts and subparts based on a certain level (in percentage) of local
content of the finished motor vehicle in which these parts were used and on the type of vehicle in
which these parts were used.”?

Second, the National Car Program, which encompassed two different programs.522 The first
program provided for an exemption from the luxury tax on sales of these cars, and an exemption
from import duties on parts and components for Indonesian car companies meeting specified
criteria. Among these criteria, the National Car Program required vehicles to bear a unique
Indonesian trademark owned by Indonesian nationals. The second provided for other benefits
under additional conditions.

Third, a series of loans granted to PT Timor Putra Nasional (TPN), which was the only company
respecting the requisites of the first program of the National Car Program at the time.

> The higher the percentage of local content in the finished motor vehicle, the higher the import duty reduction.

Local content level in certain categories of motor vehicles granted them an exemption from or a reduction of luxury

sales tax.

2 The February 1996 Program, the June 1996 Program.
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The complaining parties raised many claims (not each claim was raised by each party) under GATT
most - favored nation treatment obligation (Article I:1), national treatment obligation(Article Il1:2)
and publication and administration of trade regulation obligations(Article X), the Subsidies and
Countervailing Duties Agreement Article 6, the Trade - Related Investment Measures Agreement
and the TRIPS Agreement. Claims under the TRIPS Agreement were put forward by the United
States.

Legal basis of the case: related provisions in the TRIPS and interpretation
Article 3 of the TRIPS Agreement, National Treatment:

“1. Each Member shall accord to the nationals of other Members treatment no less favorable than

that it accords to its own nationals with regard to the protection®*

of intellectual property, subject
to the exceptions already provided in, respectively, the Paris Convention (1967), the Berne
Convention (1971), the Rome Convention or the Treaty on Intellectual Property in Respect of
Integrated Circuits. In respect of performers, producers of phonograms and broadcasting
organizations, this obligation only applies in respect of the rights provided under this Agreement.
Any Member availing itself of the possibilities provided in Article 6 of the Berne Convention (1971)
or paragraph 1(b) of Article 16 of the Rome Convention shall make a notification as foreseen in

those provisions to the Council for TRIPS.

2. Members may avail themselves of the exceptions permitted under paragraph 1 in relation to
judicial and administrative procedures, including the designation of an address for service or the
appointment of an agent within the jurisdiction of a Member, only where such exceptions are
necessary to secure compliance with laws and regulations which are not inconsistent with the
provisions of this Agreement and where such practices are not applied in a manner which would
constitute a disquised restriction on trade.”

Article 3 of the TRIPS Agreement does not benefit from the additional four years of transition
generally provided by Article 65.2 to developing country Members. (Panel Report, para. 14.266)

It would not be reasonable to construe the national treatment obligation of the TRIPS Agreement
in relation to the maintenance of trademark rights as preventing the grant of tariff, subsidy or
other measures of support to national companies on the grounds that this would render the
maintenance of trademark rights by foreign companies wishing to export to that market relatively
more difficult. (Panel Report, 14.273)

The national treatment rule set out in that Article does not apply to use of intellectual property
rights generally but only to “those matters affecting the use of intellectual property rights
specifically addressed in this Agreement”. (Panel Report, para. 14.275)

>2 For the purposes of Articles 3 and 4, “protection” shall include matters affecting the availability, acquisition, scope,

maintenance and enforcement of intellectual property rights as well as those matters affecting the use of intellectual
property rights specifically addressed in this Agreement
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Article 19 of the TRIPS Agreement, Requirement of Use:

“1. If use is required to maintain a registration, the registration may be cancelled only after an
uninterrupted period of at least three years of non - use, unless valid reasons based on the
existence of obstacles to such use are shown by the trademark owner. Circumstances arising
independently of the will of the owner of the trademark which constitute an obstacle to the use of
the trademark, such as import restrictions on or other government requirements for goods or
services protected by the trademark, shall be recognized as valid reasons for non - use.

2. When subject to the control of its owner, use of a trademark by another person shall be
recognized as use of the trademark for the purpose of maintaining the registration.”

Under the TRIPS Agreement, the minimum period of time during which failure to use a trademark
may lead to the cancellation of the registration of the mark is three years. (Panel Report, Footnote
776 to para. 14.270)

Article 20 of the TRIPS Agreement, Other Requirements:

“The use of a trademark in the course of trade shall not be unjustifiably encumbered by special
requirements, such as use with another trademark, use in a special form or use in a manner
detrimental to its capability to distinguish the goods or services of one undertaking from those of
other undertakings. This will not preclude a requirement prescribing the use of the trademark
identifying the undertaking producing the goods or services along with, but without linking it to,
the trademark distinguishing the specific goods or services in question of that undertaking.”

Article 65 of the TRIPS Agreement, Transitional Arrangements:

“1. Subject to the provisions of paragraphs 2, 3 and 4, no Member shall be obliged to apply the
provisions of this Agreement before the expiry of a general period of one year following the date of
entry into force of the WTO Agreement.

2. A developing country Member is entitled to delay for a further period of four years the date of
application, as defined in paragraph 1, of the provisions of this Agreement other than Articles 3, 4
and 5.

3. Any other Member which is in the process of transformation from a centrally - planned into a
market, free - enterprise economy and which is undertaking structural reform of its intellectual
property system and facing special problems in the preparation and implementation of intellectual
property laws and regulations, may also benefit from a period of delay as foreseen in paragraph 2.

4. To the extent that a developing country Member is obliged by this Agreement to extend product
patent protection to areas of technology not so protectable in its territory on the general date of
application of this Agreement for that Member, as defined in paragraph 2, it may delay the
application of the provisions on product patents of Section 5 of Part Il to such areas of technology
for an additional period of five years.
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5. A Member availing itself of a transitional period under paragraphs 1, 2, 3 or 4 shall ensure that
any changes in its laws, regulations and practice made during that period do not result in a lesser
degree of consistency with the provisions of this Agreement.”

The complainant position: the United States

The United States claimed that Indonesia had violated, among others, its obligations under the
TRIPS Agreement.

Under Article 3 of the TRIPS Agreement, each Member has an obligation to accord to the nationals
of other Members treatment no less favorable than that it accords to its own nationals with regard
to the protection of intellectual property. “Protection” under this provision of the TRIPS
Agreement includes matters affecting the availability, acquisition, scope, maintenance and
enforcement of intellectual property rights and those matters affecting the use of intellectual
property rights specifically addressed in the TRIPS Agreement.

Indonesia’s National Car Program benefitted only motor vehicles bearing a unique Indonesian
trademark owned by Indonesian nationals. Therefore, Indonesia had violated its obligations under
Article 3 of the TRIPS Agreement on national treatment, because the provisions of the National
Car Program discriminated against nationals of other WTO Members (that is, they afforded a more
favorable treatment to Indonesian citizens) in respect of the acquisition and maintenance of
trademarks, and of the use of trademarks as specifically addressed in Article 20 of the TRIPS
Agreement. The United States’ companies successfully becoming partners with Indonesian
companies admitted to the National Car Program, would have not used their trademarks to avoid
confusion of marks (for cars bearing the American and the Indonesian one). Consequently, since
many countries included Indonesia provided that the non - use of a trademark during a certain
k,>** the United States’ marks

would have likely been subject to cancellation for non - use. In addition, Indonesian companies

period of time would have caused cancellation of the trademar

admitted to the National Car Program enjoyed many benefits (in terms of tariffs, internal tax and
other benefits) which made the marketing of cars bearing Indonesian trademarks easier: foreign
companies had a de facto disadvantage in meeting use requirements for the maintenance of the
trademark, and were encumbered by special requirements in using their trademark in Indonesia.

b) Under Article 65.5 of the TRIPS Agreement, Members availing themselves of the transitional
periods under this Article have an obligation to ensure that any changes in their laws, regulations
and practice made during those periods do not result in a lesser degree of consistency with the
provisions of the Agreement. Since Indonesia had introduced special requirements on the use of
trademarks for nationals of other WTO Members reducing the degree of consistency of
Indonesia’s legal system with the provisions of Article 20 of the TRIPS Agreement during the
transitional periods Indonesia was availing itself of, Indonesia had violated its obligations under
Article 65.5 of the TRIPS Agreement

>4 Of at least three years under Article 19 of the TRIPS Agreement.
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The respondent position: Indonesia
Indonesia rejected all the claims by the United States and the other complainants.

a) On 25 February 1998, Indonesia had sent a letter to the Chairman of the Subsidies and
Countervailing Duties Committee indicating that on 2 January 1998 the National Car Program had
been terminated and regulations and decrees there under had been revoked.

b) Under Article 3 of the TRIPS Agreement, each Member has an obligation to accord to the
nationals of other Members treatment no less favorable than that it accords to its own nationals
with regard to the protection of intellectual property. Indonesia had not violated any of its
obligations under Article 3 of the TRIPS Agreement since no discrimination had been made by
Indonesia between foreign nationals and Indonesian citizens in respect of acquisition,
maintenance and use of trademark. There was no difference between the law applying to the
acquisition and maintenance of trademarks of foreign nationals and the law applying to the
acquisition and maintenance of trademarks of Indonesian nationals operating under the National
Car Program. No special requirement had been imposed on the use of trademark.

c) The United States’ companies were free to sell their cars in Indonesia using their marks, even
where they had entered into an agreement with a company admitted into the National Car
Program, such as TPN. Clearly, the United States’ car, manufactured in the United States would
have not been identical to those manufactured under the arrangement with TPN and bearing the
Indonesian mark: the cars would differ significantly, occupying different slots of the market.

The Panel’s findings, rulings and recommendations:

a) At the beginning of the dispute, the Panel had set a deadline for the submission of information
and arguments in the dispute (the deadline was 30 January 1998). Indonesia communicated the
termination of its National Car Program on 25 February 1998, after the mentioned deadline.
Furthermore, the termination of the National Car Program had been put into question by the
complainants, which had made a request for the Panel to rule on claims regarding this Program. In
light of the above, it was appropriate to make findings on the National Car Program. Even previous
panels had made findings in respect of measures included in their terms of reference but
terminated or amended after the commencement of the panel proceedings.’*

> See, e.g. Panel Report on United States - Measures Affecting Imports of Wool Shirts and Blouses from India,

WT/DS33, adopted on 23 May 1997, (hereafter called “Shirts and Blouses”), the US restriction was withdrawn shortly
before the issuance of the panel report; Panel Report on EEC - Restrictions on Imports of Dessert Apples, Complaint by
Chile, adopted on 22 June 1989, BISD 365/93; Panel Report on EEC - Restrictions on Imports of Apples, Complaint by
the United States, adopted on 22 June 1989, BISD 36S/135; Panel Report on United States - Prohibition of Imports of
Tuna and Tuna Products from Canada, adopted on 22 February 1982, BISD 295/91; Panel Report on EEC - Restrictions
on Imports of Apples from Chile, adopted on 10 November 1980, BISD 275/98; and Panel Report on EEC - Measures on
Animal Feed Proteins, adopted on 14 March 1978, BISD 255/49. In the Panel Report on United States - Section 337 of
the Tariff Act of 1930, BISD 365/345, adopted on 7 November 1989 (hereafter called “Section 337"), the challenged
measure was amended during the panel process but the panel refused to take into account such amendment. We
note that this is also the line taken by the Appellate Body in Argentina - Measures Affecting Imports of Footwear,
Textiles, Apparels and Other Items, WT/DS56, adopted on 22 April 1998, para. 64.
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b) The United States had claimed that Indonesia had violated its national treatment obligations
under Article 3 of the TRIPS Agreement, with respect to acquisition, maintenance, and use of
trademark as specifically addressed under Article 20 of the TRIPS Agreement.

i) Since Article 3 of the TRIPS Agreement does not benefit from the additional four years of
transition generally provided by Article 65.2 to developing country Members, Indonesia was
subject to the obligations under Article 3 of the TRIPS Agreement since 1 January 1996.

ii) The United States had argued that Indonesia discriminated against foreign nationals in respect
of the acquisition of trademarks, i.e. which in respect of the acquisition of trademark Indonesia
accorded a less favorable treatment to foreign national than to Indonesian nationals admitted to
the National Car Program. However, no evidence had been produced to support this claim and no
issue concerning the acquisition of trademark arouse in this situation: it was true that cars
marketed under the National Car Program had to bear a trademark belonging to Indonesia -
owned companies which had created the trademark, while foreign - companies - owned
trademark could not have been used for this purpose, but this was not related to the acquisition of
the trademark. Therefore, the United States had not demonstrated that Indonesia had violated its
obligations under Article 3 of the TRIPS Agreement with regard to the acquisition of trademark
rights.

iii) The United States had argued that Indonesia discriminated against foreign nationals in respect
of the maintenance of trademark rights. However, no evidence had been produced to support this
claim. On the one side, an arrangement between a foreign company and an Indonesian one
admitted under the National Car Program would have been concluded on a voluntary basis, with
knowledge by the foreign companies of any consequent implications for its ability to maintain
their pre - existing trademark rights. On the other, the United States had claimed that Indonesian
companies admitted under the National Car Program would have been entitled to tariff, internal
tax or other benefits, with a consequent de facto disadvantage for foreign companies in meeting
use requirements for the maintenance of the trademark in relation to National Car Program
Indonesian companies. Certainly, any customs tariff, subsidy or other governmental measure of
support could have a de facto effect of giving such an advantage to the beneficiaries of this
support. However, it would not be reasonable to construe the national treatment obligation of the
TRIPS Agreement in relation to the maintenance of trademark rights as preventing the grant of
tariffs, subsidies or other measures of support to national companies on the ground that this
would render the maintenance of trademark rights by foreign companies wishing to export to that
market relatively more difficult. For these reasons, the United States had not demonstrated that
Indonesia had violated its obligations under Article 3 of the TRIPS Agreement in respect of the
maintenance of trademark rights.

iv) The United States had argued that Indonesia discriminated against foreign nationals in respect
of the use of trademark. The national rule set out in Article 3 of the TRIPS Agreement does not
apply to use of intellectual property generally but only to those matters affecting the use of
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intellectual property rights specifically addressed in the TRIPS Agreement. The United States had
put forward argument relating on the use of trademarks specifically addressed by Article 20 of the
TRIPS Agreement. Thus, the first issue to be clarified was whether the National Car Program
constituted a special requirement that might have encumbered the use of the trademark of
nationals of other WTO Members within the meaning of Article 20 of the TRIPS Agreement.

The answer had to be negative: the provisions of the National Car Program could not have been
construed as “requirements” in the sense of Article 20 of the TRIPS Agreement since, as above-
mentioned, the eventual arrangement between a foreign national and an Indonesian national
admitted to the National Car Program would have been voluntary in nature. As for the alleged de
facto disadvantage of foreign companies in relation to Indonesian ones admitted to the National
Car Program, the United States had not explained how the ineligibility for benefits accruing under
the National Car Program could have constituted “requirements” imposed on foreign trademark
holders, in the sense of Article 20 of the TRIPS. For these reasons, the United States had not
demonstrated that Indonesia had violated its obligations under Article 3 of the TRIPS Agreement in
respect of the use of trademark specifically addressed in Article 20 of the TRIPS Agreement.

¢) The United States had claimed that Indonesia had violated its obligations under Article 65.5 of
the TRIPS Agreement, since during the transitional periods it was entitled to (and which applied to
Article 20 of the TRIPS Agreement), it had made changes to its laws, regulations and practice that
had resulted in a lesser degree of consistency with the provisions of Article 20 of the Agreement.
However, for the same reasons previously explained on the issue of the maintenance and use of
trademark above, the United States had not demonstrated that measures had been taken that
reduced the degree of consistency with the provisions of Article 20 and which would therefore be
in violation of Indonesia’s obligations under Article 65.5 of the TRIPS Agreement.

In light of the above:

- The United States had not demonstrated that Indonesia had violated its obligations under Article
3 of the TRIPS Agreement in respect of the acquisition or maintenance of a trademark andthe use
of trademark specifically addressed in Article 20 of the TRIPS Agreement. Nor had it demonstrated
that measures had been taken that reduced the degree of consistency with the provisions of
Article 20 of the TRIPS Agreement and which would have therefore been in violation of Indonesia’s
obligations under Article 65.5 of the TRIPS Agreement.

- Other conclusions and recommendations were made in respect of the claims put forward under
the other WTO Agreements.

Further development related to the case:

a) Indonesia is the fourth most populated country in the world with more than 200 million
inhabitants. Its GDP places it among the top 20 countries in the world. Recent studies showed
that, although innovation has played little role to date in Indonesia’s growth, there has been an
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improvement in the contribution of total factor productivity (TFP, a measure of an economy’s long
- term technological change or dynamisms) to output growth. The country is very slowly moving
away from a low technology base with a low share of high - technology product exports and an
increasing reliance on imports of these goods. Significant changes to Indonesia’s IP legislation
were made in 1991 and after 1995, when Indonesia became a member of the TRIPS Agreement
upon its accession to the WTO. The country is also a signatory of major international IP treaties.
Some reforms are still pending, including for licensing, which remains an area of legal

uncertainty.526

b) Although Indonesia - Autos Panel addressed trademark - related claims under the TRIPS
Agreement, the central issues of the case was discrimination under GATT and the TRIMS
Agreement in connection with tax and customs benefit enjoyed by certain car producers within
Indonesia.”*’The case was one of the few TRIPS cases where no TRIPS violation was found, while

GATT, TRIMS Agreement and SCM Agreement violations were found.”*®

c) Some considered that Indonesia - Autos dispute indirectly involved the issue of enforcement of
intellectual property rights regarding national treatment in the respect of acquisition of
trademark.>”

d) The Indonesia - Autos case has drawn the attention of the academic community, which has
highlighted the Panel’s interpretation of Articles 3 and 20 of the TRIPS Agreement. In particular,
attention has been paid to the word of caution of the Panel against a too broad reading the TRIPS
national treatment obligation under Article 3 of the Agreement,530 and the still contentious nature
of the word “encumbered” under Article 20 of the TRIPS Agreement.531

e) Indonesia -Autos has been to date the only case where Article 20 of the TRIPS Agreement has
been interpreted. This uniqueness has made the rulings provided for by the Panel a benchmark for
the current plain packaging disputes, which involve Article 20 of the TRIPS Agreement as well
(WT/DS434, 435, 441, 458, 467).However, the guidance provided for by the Panel on the term
“special requirements” has been limited, leaving space for interpretation on how the current cases
on plain packaging measures (which are “special requirements” under Article 20) could be ruled.
On this line, while the plain packaging measures are mandatory in nature and apply to all tobacco
companies and their trademarks, in Indonesia companies participated voluntarily in the National

>% OECD, National Intellectual Property Systems, Innovation and Economic Development: With Perspectives on

Colombia and Indonesia, (OECD Publishing: 2014), p. 29 - 30.

27y, Pauwelyn, The Dog That Barked But Didn’t Bite: 15 Years of Intellectual Property Disputes at the WTO, Journal of
International Dispute Settlement, Volume 1, No. 2, (2010), p. 396.

> |bid., p. 417.

J.Nie, K. Lida, The Enforcement of Intellectual Property Rights in China - Implications of Good Governance, the Rule
of Law and Legal Culture, (Cameron May: 2006, UK), p. 147.

> |bid., p. 131.

J. Malbon, C. Lawson, M. Davison, The WTO Agreement on Trade - Related Aspects of Intellectual Property Rights: A
Commentary, (Edward Elgar Publishing: 2014, UK/USA), p. 317 - 323.

529

531
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Car Program and in the knowledge on any consequent implications for their ability to use their pre
- existing trademark.>*?

f) To date, WTO panels and the Appellate Body have not had occasion to deal with the relationship
of the TRIPS Agreement, on the one hand, and GATT or GATS, on the other. Since the Indonesia -
Autos case concerned claims under GATT, the SCM Agreement, the TRIMS Agreement and the
TRIPS Agreement, according to some eminent scholars it would have been a good occasion to
consider the question. The Panel however did not deal with relationship between GATT and the
TRIPS Agreement. This uncertainty has pushed the doubt that there may be a problem of overlap
between the obligations of GATT, GATS and the TRIPS Agreement. The similarities and differences
in the beneficiaries of GATT, GATS and TRIPS rules and the variety of similar and conflicting
objectives pursued do not give decisive guidance for answering the question whether the rights
and obligations contained in the TRIPS Agreement should simply apply on a cumulative basis with
those of GATT And GATS, or whether the rules of the TRIPS Agreement should prevail in general or
under certain circumstances.”*

>2 A, D. Mitchell, Australia’s Move to the Plain Packaging Cigarettes and Its WTO Compatibility, Asian Journal of WTO

and International Health Law and Policy, Volume 5, No. 2, 2010, p. 412.

>3 T Cottier, P. C. Mavroidis (Eds.), M. Panizzon, S. Lacey (Associate Eds.), Intellectual Property - Trade, Competition

and Sustainable Development, (The University of Michigan Press: 2003, USA), p. 66 - 68.
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Australia - Tobacco Plain Packaging Cases
IP/D/30WT/DS434
IP/D/31WT/DS435
IP/D/32WT/DS441
IP/D/33WT/DS458
IP/D/34WT/DS467

General background of the case: Australia - Certain Measures Concerning Trademarks and Other
Plain Packaging Requirements Applicable to Tobacco Products and Packaging (WT/DS434)

On 13 March 2012, Ukraine requested consultations with Australia with regard to Australian laws
and regulations that imposed trademark restrictions and other plain packaging requirements on
tobacco products and packaging.

No mutually satisfactory solution was reached and a Panel was subsequently established on 28
September 2012.

The main concern of Ukraine was that Australia complied with its obligations under the WTO
Agreement and the Agreements annexed thereto, in particular the TRIPS Agreement. Under
certain measures,”>* no trademark was allowed to appear on any tobacco product other than as
permitted by the relevant regulations. Further, the color and appearance of tobacco product

d:>*® Health warnings on tobacco product packaging increased from

packages was heavily regulate
30 percent to 75 percent of the front surface of each package and continued to cover 90 percent
of the back surface of the package, while specific physical features had been imposed on retail
tobacco packaging. Cigarette packs and cartons had to respect a standardized shape with no

decorative elements, and cigarette packs had to bear flip - top openings.

According to Ukraine, Australia was in violation of its obligations under the WTO Agreements
including, but not limited to: i) its obligation that any sign capable of distinguishing the goods of
one undertaking from those of other undertakings, be capable of constituting a trademark and
that can be affixed on a lawfully available product to which it is to be applied under Article 15.1 of
the TRIPS Agreement. ii) Its obligation that the nature of goods to which a trademark is to be
applied cannot form an obstacle to registration of the trademark under Article 15.4 of the TRIPS
Agreement, and its obligation to give effect and not to contravene to the provisions of the TRIPS
Agreement under Article 1.1 of the TRIPS Agreement. iii) Its obligation to grant trademark owners

>**The measures at issue were: a) The Tobacco Plain Packaging Act 2011 (the "Plain Packaging Act") and its

implementing Tobacco Plain Packaging Regulations 2011 (the "Regulations"); b) The Trade Marks Amendment
(Tobacco Plain Packaging) Act 2011; c) Any further implementing regulations and related acts, polices, or practices

adopted by Australia that guide, amend, supplement, replace, and/or implement the above mentioned measures.

>* Tobacco product packages had to be drab dark brown in a matte finish, with no other colors, logos, or brand

features visible on the package, other than the brand and variant name in a standard form and font below the graphic
health warning.
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the exclusive right to use signs and to prevent third parties from using similar signs under Article
16.1 of the TRIPS Agreement, and its obligation to allow entitlement to Well-known trademarks
protection and related rights enjoyment under Article 16.3 of the TRIPS Agreement. iv) Its
obligation not to unjustifiably encumber the use of trademark in the course of trade with special
requirements under Article 20 of the TRIPS Agreement and its obligation to give effect to Article
20 of the TRIPS Agreement in its domestic laws and regulations under Article 1 of the TRIPS
Agreement. v) Its obligations under Article 2.1 of the TRIPS Agreement, which incorporates the
Paris Convention on the Protection of Industrial Property (“Paris Convention”), and its obligations
to accord effective protection to the trademark “as is”, not to discriminate between trademarks
based on the nature of the product, and to prevent acts of such a nature as to create confusion
with goods, establishments or competitors under Articles 6quinques, 7, and 10bis of the Paris
Convention. vi) Its obligations to make patents available in all fields of technology and patents and
patent rights enjoyable without discrimination as to the field of technology under Article 27 of the
TRIPS Agreement. vii) Its obligations under the Agreement on Technical Barriers to Trade. viii) Its
obligations under the General Agreement on Tariffs and Trade (GATT 1994).

General background of the case: Australia - Certain Measures Concerning Trademarks,
Geographical Indications and Other Plain Packaging Requirements Applicable to Tobacco
Products and Packaging (WT/DS435)

On 4 April 2012, Honduras requested consultations with Australia with regard to Australian laws
and regulations that imposed trademark restrictions and other plain packaging requirements on
tobacco products and packaging.

No mutually satisfactory solution was reached and a Panel was established on 25 September 2013.

The main concern of Honduras was that Australia complied with its obligations under the WTO
Agreement and the Agreements annexed thereto, in particular the TRIPS Agreement. Australia
regulated the appearance of marks and other design features on the retail packaging of tobacco
products, as well as on the tobacco themselves. It regulated the appearance of the brand,
business, company or variant name in a standard form, font size and location. It prescribed the
color and the finish of retail packaging for all tobacco products and also prescribed the
requirements for wrappers, inserts and onserts. These measures were maintained through various
legal instruments.>*®

According to Honduras, Australia was in violation of its obligations under the WTO Agreements,
including but not limited to: i) its obligations to comply with Articles 1 through 12, and Article 19,
of the Paris Convention, as amended by the 1967 Stockholm Act, under Article 2.1 of the TRIPS

>*® The measures at issue were: a) Tobacco Plain Packaging Act 2011, Act No. 148 of 2011, "An Act to discourage the

use of tobacco products, and for related purposes"; b) The Tobacco Plain Packaging Regulations 2011, Select
Legislative Instrument 2011, No. 263 as amended by the Tobacco Plain Packaging Amendment Regulation 2012 (No.
1), Select Legislative Instrument 2012, No. 29. These regulations apply to the retail packaging and appearance of both
cigarettes and non - cigarette tobacco products; c) The Trade Marks Amendment (Tobacco Plain Packaging) Act 2011;
Act No. 149 of 2011, "An Act to amend the Trade Marks Act 1995 and for related purposes".
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Agreement, and in particular the obligation to protect trademark registered in other countries of
the Paris Union “as is” under Article 6quinques of the Paris Convention. In addition, Australia
violated its obligation to provide effective protection against unfair competition to nationals of
other countries of the Paris Union under Article 10bis of the Paris Convention. ii) Its obligation to
accord nationals of other Members treatment no less favorable than that it accords to its own
nationals with respect to the protection of intellectual property under Article 3.1 of the TRIPS
Agreement. iii) Its obligations that the nature of the goods to which a trademark has to be applied
cannot be an obstacle to the registration of the trademark under Article 15.4 of the TRIPS
Agreement. iv) Its obligations to grant trademark owners the exclusive right to use signs and to
prevent third parties from using similar signs under Article 16.1 of the TRIPS Agreement. v) Its
obligations not to unjustifiably encumber with special requirements the use of a trademark in the
course of trade under Article 20 of the TRIPS Agreement. vi) Its obligations to provide effective
protection against acts of unfair competition with respect to geographical indications and not to
create confusion among consumers on the origin of the product under Article 22.2 (b) of the TRIPS
Agreement. vii) Australia could not justify its measures as necessary to protect human health
under Article 8 of the TRIPS Agreement, because they were not consistent with the provisions of
the TRIPS Agreement, nor could it justify them as a “limited exception” to the rights conferred by a
trademark under Article 17 of the TRIPS Agreement. viii) Its obligations under the Agreement on
Technical Barriers to Trade. ix) Its obligations under the General Agreement on Tariffs and Trade
(GATT 1994).

General background of the case: Australia - Certain Measures Concerning Trademarks,
Geographical Indications and Other Plain Packaging Requirements Applicable to Tobacco
Products and Packaging (WT/DS441)

On 18 July 2012, the Dominican Republic requested consultations with Australia with regard to
Australia’s comprehensive regulation of the appearance and form of the retail packaging of
tobacco products, and of the tobacco products themselves.

No mutually satisfactory solution was reached and a Panel was established on 25 April 2014.

The main concern of the Dominican Republic was that Australia complied with its obligations
under the WTO Agreement and the Agreements annexed thereto, in particular the TRIPS
Agreement. In particular, under Australia’s plain packaging measures,”’the retail packaging of
tobacco products was heavily regulated. Individual cigarettes might not have displayed
trademarks, geographical indications or alphanumeric codes, whereas cigars might have carried

>* The measures at issue were: i) Tobacco Plain Packaging Act 2011, Act No. 148 of 2011, "An Act to discourage the

use of tobacco products, and for related purposes"; ii) Tobacco Plain Packaging Regulations 2011 (Select Legislative
Instrument 2011, No. 263), as amended by the Tobacco Plain Packaging Amendment Regulation 2012 (No. 1) (Select
Legislative Instrument 2012, No. 29); iii) Trade Marks Amendment (Tobacco Plain Packaging) Act 2011, Act No. 149 of
2011, "An Act to amend the Trade Marks Act 1995, and for related purposes"; iv) Any related measures adopted by
Australia, including measures that implement, complement or add to these laws and regulations, as well as any
measures that amend or replace these laws and regulations
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the brand name, the variant name, the country of origin or an alphanumeric code. The size, form
and material of the retail package for cigarettes was prescribed, cigarettes had to be white and
cigar tubes had to be cylindrical and rigid.

According to the Dominican Republic, Australia had violated its obligations under the WTO
Agreements, in particular: i) its obligations under Article 2.1 of the TRIPS Agreement, which
incorporates the provisions of the Paris Convention and, specifically, its obligation to protect “as
is” a trademark registered in another country of the Paris Union under Article 6quinques of the
Paris Convention, and its obligation to provide effective protection against acts of unfair
competition under paragraphs (1) and (3) of Article 10bis of the Paris Convention. ii) Its obligation
to accord to the nationals of other Members treatment no less favorable than that it accords to its
own nationals with respect to the protection of intellectual property under Article 3.1 of the TRIPS
Agreement. iii) Its obligation that the nature of the goods to which a trademark has to be applied
cannot form an obstacle to the registration of the trademark under Article 15.4 of the TRIPS
Agreement. iv) Its obligation to grant trademark owners the exclusive right to use signs and to
prevent third parties from using similar signs under Article 16.1 of the TRIPS Agreement. v) Its
obligation not to unjustifiably encumber the use of trademark in the course of trade with special
requirements under Article 20 of the TRIPS Agreement. vi) Its obligations to provide effective
protection against acts of unfair competition with respect to geographical indications under Article
22.2 (b) of the TRIPS Agreement. vii) Its obligations not to diminish the level of protection of
geographical indications that existed in Australia prior to the date of entry into force of the WTO
Agreement under Article 24.3 of the TRIPS Agreement. viii) Its obligations under the Agreement on
Technical Barriers to Trade. ix) Its obligations under the General Agreement on Tariffs and Trade
(GATT 1994).

General background of the case: Australia -Certain Measures Concerning Trademarks,
Geographical Indications and Other Plain Packaging Requirements Applicable to Tobacco
Products and Packaging (WT/DS458)

On 3 May 2013, Cuba requested consultations with Australia with regard to measures adopted by
Australia that regulated the appearance and form of retail packaging used in connection with sales
of cigars, cigarettes and other tobacco products as well as the appearance and form of such
products.

No mutually agreed solution was reached and a Panel was subsequently established on 25 April
2014.

The main concern of Cuba was that Australia complied with its obligations under the WTO
Agreement and the Agreements annexed thereto, in particular the TRIPS Agreement. Under
Australia’s plain packaging measures,”® the appearance and form of retail packaging used in

>® The measures at issue were: i) the Tobacco Plain Packaging Act 2011, Act No. 148 of 2011, "An Act to discourage

the use of tobacco products, and for related purposes"; ii) the Tobacco Plain Packaging Regulations 2011 (Select
Legislative Instrument 2011, No. 263), as amended by the Tobacco Plain Packaging Amendment Regulation 2012
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connection with sales of cigars, cigarettes and other tobacco products was heavily regulated. Also,
the appearance and form of tobacco products themselves was heavily regulated.

According to Cuba, Australia had violated its obligations under the WTO Agreements and in
particular: i) its obligations under Article 2.1 of the TRIPS Agreement read together with Article
6quinques of the Paris Convention (as amended by the Stockholm Act of 1967), because a
trademarks registered in a country of origin outside Australia was not protected by Australia “as
is”. ii) its obligations under Article 2.1 of the TRIPS Agreement, which incorporates the Paris
Convention, as amended by the Stockholm Act of 1967, and in particular its obligation to protect
“well known” trademarks under Article 6bis of the Paris Convention, and its obligation to provide
effective protection against acts of unfair competition under Article 10bis of the Paris Convention.
iv) Its obligation to accord to nationals of other Members treatment no less favorable than that it
accords to its own nationals with respect to the protection of intellectual property under Article
3.1 of the TRIPS Agreement. v) Its obligation that the nature of the goods to which the trademark
is to be applied cannot form an obstacle to the registration of certain types of trademarks under
Article 15.1 and 15.4 of the TRIPS Agreement. vi) Its obligations to grant trademark owners the
exclusive right to use signs and to prevent third parties from using similar signs under Article 16.1
of the TRIPS Agreement, and its obligation to allow entitlement to Well-known trademarks
protection and related rights enjoyment under Article 16.3 of the TRIPS Agreement. vii) Australia
could not justify its measures as a “limited exception” to the rights conferred by a trademark
under Article 17 of the TRIPS Agreement. viii) Its obligation not to unjustifiably encumber the use
of trademark in the course of trade with special requirements under Article 20 of the TRIPS
Agreement. ix) Its obligation to provide effective protection against acts of unfair competition with
respect of geographical indications under Article 22.2 (b) of the TRIPS Agreement. x) Its obligation
not to diminish the protection of geographical indications that existed in Australia immediately
prior to the date of entry into force of the WTO Agreement under Article 24.3 of the TRIPS
Agreement, including by restricting the use of Cuban geographical indications, such as the
geographical indication “Habanos”, on the retail packaging of large handmade cigar products. xi)
Its obligations under the Agreement on Technical Barriers to Trade. xii) Its obligations under the
General Agreement on Tariffs and Trade (GATT 1994).

General background of the case: Australia - Certain measures Concerning Trademarks,
Geographical Indications and Other Plain Packaging Requirements Applicable to Tobacco
Products and Packaging (WT/DS467)

On 20 September 2013, Indonesia requested consultations with Australia with regard to certain
Australian laws and regulations that imposed restrictions on trademarks, geographical indications,
and other plain packaging requirements on tobacco products and packaging.

(No.1) (Select Legislative Instrument 2012, No. 29) ("the Regulations"); iii) the Trade Marks Amendment (Tobacco
Plain Packaging) Act 2011, Act No. 149 of 2011, "An Act to amend the Trade Marks Act 1995, and for related
purposes"; iv) any related measures adopted by Australia, including measures that implement, complement or add to
these laws and regulations, as well as any measures that amend or replace these laws and regulations.
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No mutually agreed solution was reached and a Panel was subsequently established on 26 March
2014.

The main concern of Indonesia was that Australia complied with its obligations under the WTO
Agreement and the Agreements annexed thereto, in particular the TRIPS Agreement. Under
certain measures,”” in Australia the retail packaging of tobacco products was heavily regulated.
Individual cigarettes might not have displayed trademarks, geographical indications or
alphanumeric code, whereas cigars might have carried the brand name, the variant name, the
country of origin or an alphanumeric code. The size, form and material of the retail package for
cigarettes were prescribed, cigarettes had to be white and cigar tubes had to be cylindrical and
rigid.

According to Indonesia, Australia had violated its obligations under the WTO Agreements and in
particular: i) Its obligation to give effect to the provisions of the TRIPS Agreement under Article 1.1
of the TRIPS Agreement. ii) Its obligations under Article 2.1 of the TRIPS Agreement, which
incorporates the provisions of the Paris Convention, as amended by the Stockholm Act of 1967,
and its obligation to protect “as is” a trademark registered in another country of the Paris Union
under Article 6quinques of the Paris Convention, and its obligation to provide effective protection
against acts of unfair competition under Article 10bis of the Paris Convention. iii) Its obligation to
accord to nationals of other Members treatment no less favorable than that it accords to its own
nationals with respect to the protection of intellectual property rights under Article 3.1 of the
TRIPS Agreement. iv) Its obligation that the nature of the goods to which a trademark is to be
applied cannot form an obstacle to the registration of the trademark under Article 15.4 of the
TRIPS Agreement. v) Its obligations to grant trademark owners the exclusive right to use signs and
to prevent third parties from using similar signs under Article 16.1 of the TRIPS Agreement, and its
obligation to allow entitlement to Well-known trademarks protection and related rights
enjoyment under Article 16.3 of the TRIPS Agreement. vi) Its obligation not to unjustifiably
encumber the use of trademark in the course of trade with special requirements under Article 20
of the TRIPS Agreement. vii) Its obligations to provide effective protection against acts of unfair
competition with respect to geographical indications under Article 22.2 (b) of the TRIPS
Agreement. viii) Its obligation not to diminish the level of protection that existed in Australia
immediately prior to the date of entry into force of the WTO Agreement under Article 24.3 of the
TRIPS Agreement. ix) Its obligations under the Agreement on Technical Barriers to Trade. x) Its
obligations under the General Agreement on Tariffs and Trade (GATT 1994).

Legal basis of the case: related provisions in the TRIPS Agreement:

>* The measures at issue were: i) Tobacco Plain Packaging Act 2011, Act No. 148 of 2011, "An Act to discourage the

use of tobacco products, and for related purposes"; ii) Tobacco Plain Packaging Regulations 2011 (Select Legislative
Instrument 2011, No. 263), as amended by the Tobacco Plain Packaging Amendment Regulation 2012 (No. 1) (Select
Legislative Instrument 2012, No. 29); iii) Trade Marks Amendment (Tobacco Plain Packaging) Act 2011, Act No. 149 of
2011, "An Act to amend the Trade Marks Act 1995, and for related purposes"; iv) Any related measures adopted by
Australia, including measures that implement, complement or add to these laws and regulations, as well as any
measures that amend or replace these laws and regulations.
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Article 1 of the TRIPS Agreement, Nature and Scope of Obligations:

“1. Members shall give effect to the provisions of this Agreement. Members may, but shall not be
obliged to, implement in their law more extensive protection than is required by this Agreement,
provided that such protection does not contravene the provisions of this Agreement. Members
shall be free to determine the appropriate method of implementing the provisions of this
Agreement within their own legal system and practice.

2. For the purposes of this Agreement, the term “intellectual property” refers to all categories of
intellectual property that are the subject of Sections 1 through 7 of Part II.

3. Members shall accord the treatment provided for in this Agreement to the nationals of other
Members. In respect of the relevant intellectual property right, the nationals of other Members
shall be understood as those natural or legal persons that would meet the criteria for eligibility for
protection provided for in the Paris Convention (1967), the Berne Convention (1971), the Rome
Convention and the Treaty on Intellectual Property in Respect of Integrated Circuits, were all
Members of the WTO members of those conventions. Any Member availing itself of the possibilities
provided in paragraph 3 of Article 5 or paragraph 2 of Article 6 of the Rome Convention shall make
a notification as foreseen in those provisions to the Council for Trade - Related Aspects of
Intellectual Property Rights (the “Council for TRIPS”).”

Article 2 of the TRIPS Agreement, Intellectual Property Conventions:

“1. In respect of Parts Il, Ill and IV of this Agreement, Members shall comply with Articles 1 through
12, and Article 19, of the Paris Convention (1967).

2. Nothing in Parts | to IV of this Agreement shall derogate from existing obligations that Members
may have to each other under the Paris Convention, the Berne Convention, the Rome Convention
and the Treaty on Intellectual Property in Respect of Integrated Circuits.”

Article 3 of the TRIPS Agreement, National Treatment:

“1. Each Member shall accord to the nationals of other Members treatment no less favourable
than that it accords to its own nationals with regard to the protection of intellectual property,
subject to the exceptions already provided in, respectively, the Paris Convention (1967), the Berne
Convention (1971), the Rome Convention or the Treaty on Intellectual Property in Respect of
Integrated Circuits. In respect of performers, producers of phonograms and broadcasting
organizations, this obligation only applies in respect of the rights provided under this Agreement.
Any Member availing itself of the possibilities provided in Article 6 of the Berne Convention (1971)
or paragraph 1(b) of Article 16 of the Rome Convention shall make a notification as foreseen in
those provisions to the Council for TRIPS.

2. Members may avail themselves of the exceptions permitted under paragraph 1 in relation to
judicial and administrative procedures, including the designation of an address for service or the
appointment of an agent within the jurisdiction of a Member, only where such exceptions are
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necessary to secure compliance with laws and regulations which are not inconsistent with the
provisions of this Agreement and where such practices are not applied in a manner which would
constitute a disguised restriction on trade.”

Article 15 of the TRIPS Agreement, Protectable Subject Matter:

“1. Any sign, or any combination of signs, capable of distinguishing the goods or services of one
undertaking from those of other undertakings, shall be capable of constituting a trademark. Such
signs, in particular words including personal names, letters, numerals, figurative elements and
combinations of colors as well as any combination of such signs, shall be eligible for registration as
trademarks. Where signs are not inherently capable of distinguishing the relevant goods or
services, Members may make registrability depend on distinctiveness acquired through use.
Members may require, as a condition of registration, that signs be visually perceptible.

2. Paragraph 1 shall not be understood to prevent a Member from denying registration of a
trademark on other grounds, provided that they do not derogate from the provisions of the Paris
Convention (1967).

3. Members may make registrability depend on use. However, actual use of a trademark shall not
be a condition for filing an application for registration. An application shall not be refused solely on
the ground that intended use has not taken place before the expiry of a period of three years from
the date of application.

4. The nature of the goods or services to which a trademark is to be applied shall in no case form
an obstacle to registration of the trademark.

5. Members shall publish each trademark either before it is registered or promptly after it is
registered and shall afford a reasonable opportunity for petitions to cancel the registration. In
addition, Members may afford an opportunity for the registration of a trademark to be opposed.”

Article 16 of the TRIPS Agreement, Rights Conferred:

“1. The owner of a registered trademark shall have the exclusive right to prevent all third parties
not having the owner's consent from using in the course of trade identical or similar signs for goods
or services which are identical or similar to those in respect of which the trademark is registered
where such use would result in a likelihood of confusion. In case of the use of an identical sign for
identical goods or services, a likelihood of confusion shall be presumed. The rights described above
shall not prejudice any existing prior rights, nor shall they affect the possibility of Members making
rights available on the basis of use.

2. Article 6bis of the Paris Convention (1967) shall apply, mutatis mutandis, 