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1. How IP is awarded

(a) Are there barriers to obtaining IP rights due to system complexity? What could be
done to improve this situation?

(b) How easy is it to find out about obtaining IP rights? What could be done to improve
awareness for businesses and innovators? Is there sufficient awareness of the need to
protect IP internationally?

(c) Are there barriers to obtaining UK IP rights on grounds of cost? What drives these
costs?

(d) How do these costs compare internationally in your organisation’s experience?

(e) Do you have any comments on the UK Patent Office fees structure for obtaining and
renewing IP protection?

(f) Is lack of trust in the system a barrier? To what extent do you rely on other tools to
bring innovation to the marketplace, such as being first to market, maintaining trade
secrets, or using an open innovation model to generate value through reputation or
network effects?

(g) Are there specific barriers to obtaining IP rights in your sector?

(h) Are there specific barriers to obtaining IP rights for small businesses or individuals?
(i) How well does the national system for awarding IP, administered by the Patent Office
perform? How well do the international and European systems work?

(a) Aretherebarriersto obtaining I P rights due to system complexity? What
could be doneto improvethis situation?

A prospective applicant is faced withsome complexity:

Those applicants who wish to patent in the UK and elsewhere have a choice of
four options, and must thus decide on a patenting strategy. The three routes
are (i) use of national patent offices entirely (ii) use of the European Patent
Office (EPO), to get protection within Europe by a single application (iii) use
of amixture of national offices and the EPO (iv) use of the Patent Cooperation

Tresaty.

Applicants who wish to patent in the UK must prepare a specification of the
invention, and follow a certain timetable. The processis identical to that
operated by the European Patent Office, many other major patenting countries,
and also conforms to the Patent Cooperation Treaty. The examination of patent
applications is there to ensure that the public interest is not damaged by the
exclusive rights that a patent confers.

? Applicants wishing to protect their Trade Mark within the UK have three
options. Firstly an applicant may decide to file with the UK Patent Office.
Secondly an applicant may apply for his Trade Mark through WIPO using the
Madrid Protocol and finally the applicant may file his application at the
European Trade Mark office (OHIM) in Alicante. Through an application to
Madrid or OHIM the applicant can also designate a number of other countries
in which he may wish to register the Trade Mark, as well as the UK.




? A UK trade mark owner may of course wish to register rights in another
country and can do so by filing an application separately with the Registry of
that country. Such a step would only grant rights in that particular country.

In view of this the Patert Office advises applicants to consider employing
professional advisers, such as members of the Chartered Institute of Patent Attorneys
or the Institute of Trade Mark Attorneys to help them get the best protection for their
inventions and to avoid any procedural pitfalls. Nonetheless, in 2005 almost a quarter
of patent applications came from applicants who were not professionally represented,
though this figure falls to 5% for patents granted during 2005. As noted at (h) below,
the Office has a dedicated Patent Private Applicants Unit to deal with applicants who
are not professionally represented.

In 2005 37% of al Trade Mark applications were filed by unrepresented applicants.
Approximately 85% of al applications are successful, however, we are unable to
provide specific registration figures for unrepresented cases.

Asto improvements, the Patent Office is always seeking ways of improving
procedures in applicants' interests. Many of these improvements arise out of
international negotiation, but this can also result in certain constraints because of the
UK’ s adherence to international conventions on IP such as the Paris Convention, the
Patent Cooperation Treaty, the European Patent Convention, and the Patent Law
Treaty. Recently there have been two opportunities to improve its primary legislation.
Firstly, the UK Patent Office used a Regulatory Reform Order to become one of the
first of the mgjor patenting countries to implement the applicant-friendly regime of
the Patent Law Treaty, which harmonises the so-called formal requirements for
applications and provides certain safeguards for applicants. Secondly, the Patents Act
2004 introduced reforms of the threats provisions and a new service for non-binding
opinions on granted patents. At the level of secondary legislation and guidance, the
Office reviews burdens and red-tape on a continuous basis in consultation with users,
and will be bringing forward improvements on hours of business, address for service
requirements, delays in communications, and forms. Substantial safeguards are
already present to deal with procedural irregularities and to give extensions of time.

Design applicants at OHIM may file multiple designs on one application form. The
UK Design Registry will alow this from October 1 2006.

(b) How easy isit to find out about obtaining I P rights? What could be done to
improve awar eness for businesses and innovator s? | s ther e sufficient awar eness
of the need to protect I P internationally?

The patent section of the Patent Office’' s website at
http://www.patent.gov.uk/patent/index.htm includes an extensive range of information
on how to apply for, obtain and maintain patent rights. Over the 12 months to end
February 2006 the “how to apply for a patent” page of the website has received over
140,000 pageviews. There is similar information on how to apply for trade marks at
http://www.patent.gov.uk/tm/howtoapply/index.htmand on registered designs at
http://www.patent.gov.uk/design/howtoapply/index.htm The Office’'s site also links
to http://www.intellectual- property.gov.uk/.




The Office’'s Awareness, Information and Media (AIM) Teamtake the lead on
development and implementation of an appropriate Innovation Support Strategy that
increases levels of awareness about IP rights in the UK to ensure that business,
researchers and the public in genera understand the IP System and how to use if
effectively and appropriately.

Their Business Development team represents the office at a range of exhibitions and
provides seminars primarily aimed at SMEs. They also organised and delivered the
"What is the key?' 1P awareness campaign in partnership with the Chartered Institute
of Patent Attorneys (CIPA) and the Institute of Trade Mark Attorneys (ITMA). The
objective of the campaign was not only to provide SMEs with an overview of IP and
its relevance to business but also to gather information and conduct research (areport
of the campaign will be available shortly).

The team is aso delivering a programme of training for Business Advisors
throughout the UK. Most of the delivery is through partnership with Regional
Development Agencies (RDAS) such as Invest Northern Ireland, Welsh Devel opment
Agency (WDA) and the Business Link teams in England.

The team is also represented on the newly established European Network of National
Patent Offices. Thisis a European Commission initiative to improve | P awareness
amongst SMEs throughout Europe.

The "face" of the Patent Office for many enquiring about IP rights is the Central
Enquiry Unit which comprises ateam of dedicated operators. They are aware of the
whole range of services provided by the Patent Office and constantly update this
knowledge in line with al new developments to allow them to provide the best
service possible to our customers.

To deliver one of the recommendations of the Innovation Report to "target innovators
of the future" the Office' s Enterprise and Education team has developed a highly
successful resource - THINK Kit® - which isnow in itsthird year and is receiving a
great deal of acclaim amongst the academic community. The latest version identifies
the natural fit of IP within enterprise, a core competence which fitsin alongside the
enterprise initiative and which is mandatory as from September 2005. Working
alongside a number of partners al of whom have developed good regional networks,
the Office is achieving success by making the wealth creators and entrepreneurs of the
future aware of the benefits to be gained by businesses having robust |P strategies.
The Enterprise and Education team work in partnership with Business Dynamics,
DfES Enterprise Ambassadors, Small Business Service, DfES Speciaist Schools
Trust, Personal Finance Education Group and British Music Rights. The resource has
been requested by more than 80% of all secondary schools inthe UK and we are now
developing material for the primary school and FE/HE sector.

AIM’s Media team deal with press related enquiries via telephone and e-mail and aso
check National media on adaily basis to establish whether there are any IP related
articles which we may need to take action on. The team responds to requests from
editors of various journals and publications for written editorials and articles which
cover all aspects of IP, and isaso regularly asked to take part in radio and TV
interviews.



(c) Aretherebarriersto obtaining UK IP rightson grounds of cost? What drives
these costs?

(d) How do these costs compar e internationally in your organisation’s
experience?

(e) Do you have any comments on the UK Patent Office fees structure for
obtaining and renewing | P protection?

In most cases, official costs will be significantly less than those incurred by the
organisation or individual in researching and developing their ideas and in meeting
legislative requirements such as the preparation of documents and the filing of
trandations of European patents, and the fees charged by professional representatives
and trandators.

A separate note covering fees is appended to this document.

(f) Islack of trust in the system a barrier? To what extent do you rely on other
toolsto bring innovation to the marketplace, such as being first to market,
maintaining trade secrets, or using an open innovation model to generate value
through reputation or network effects?

The UKPO grants rights which have a high presumption of validity. A very small
proportion of casesis appealed. During 2005 there were no successful appealsto the
courts against decisions of the comptroller in relation to patents. 181 decisions were
issued by Trade Mark Hearing Officer'sin 2005. In that year 9 were the subject of
appeal to the Court and 31 to the Appointed person. The Court allowed 1 and the
Appointed Person allowed 8 (in whole or part).

To ensure that applications are handled consistently, the Office has comprehensive
instruction manuals which are also made available to the public. These manuals are
complemented by training programmes, and are kept up to date as legidation is
amended and in the light of legal precedents. Standard procedures mean that
applicants should know what is expected of them, and what they can expect of the IP
system.

Some potentia applicants for 1P rights may be deterred from applying because of the
time between application and grant. These delays are typically longest with patents
because of the need to search, examine and publish applications. However, our
agency targets include turnaround time targets and for 2005 we issued 96% of patent
search reports within 5 months of request, and granted nearly 92% of patents within 2
Y, years of request. More detailed information on our agency and customer service
targetsis available at http://www.patent.gov.uk/about/rel ationship/index.htm

(g) Arethere specific barriersto obtaining IPrightsin your sector?

The Office does not discriminate in any way between sectors, except that it is required
by law not to patent certain products and processes. Computer programs as such, and
methods of doing business, exemplify such exclusions.



(h) Arethere specific barriersto obtaining I P rights for small businesses or
individuals?

The Patent Office does not hold data on the size of enterprises applying for IP rights.
However, the Office does identify those applicants who are not professionally
represented and this may be regarded as a proxy for SMEs and private applicants
(though caution is called for). Asnoted at (a) above, complexities in the system leads
the Patent Office to recommend that applicants consider seeking professiona help.
Inevitably this attracts costs and small businesses and individuals are more likely to
have limited funds than larger enterprises. SMEs and individuals may also lack the
legal or technical expertise which would help them draft their applications to
maximise their chances of obtaining a granted patent with maximum protection.

The Patent Office recognises these difficulties and has a dedicated Private Applicants
Unit (PAU) to deal with those patent applicants who are not professionally
represented. The PAU’s aim is to provide the best possible services for unrepresented
patent applicants to further the Government’ s agenda for supporting innovation, while
recognising that pursuing an application through search and examination will not
always, be in the applicant’s best interests. To achieve this, the PAU performs
preliminary examinations and searches on patent applications, provides guidance and
information on case specific and general patent matters and seeks to identify and work
with appropriate partners to deliver a comprehensive support package. While a high
proportion of patent applications come from unrepresented applicants, this proportion
falls as applications are searched, examined and granted. While aimost a quarter of
applications came from unrepresented applicants during 2005, but only 5% of patents
granted in 2005 were to PAs. This reduction may in part be attributable to the way in
which the IP system works, but there may be other reasons why applicants decide not
to proceed.

The Trade Mark Registry has also, in the past, provided dedicated teams offering
guidance and support to the unrepresented applicant. Now however, all Trade Mark
Examiners and Examination teams are trained to provide the advice and information
which we redlise is essentia in making the correct decision at application stage as to
what the applicant actually requires protection for. We provided detailed literature
specifically aimed at the SME and unrepresented applicant and our website is
designed to recognise the complexity issues and offer user friendly guidance. Through
2005 some 37% of Trade Mark applications and 70% of Design applications were
filed by private applicants, but we do not keep records of how many of these
applications are granted.

(i) How well does the national system for awarding I P, administered by the
Patent Office perform? How well do the international and European systems
work?

Asnoted at (a) above, there are different routes to obtaining patent and trademark
protection in the UK. The tables below shows the numbers of applications in recent
years which may indicate the extent to which applicants regard the routes as meeting
their needs.



Patent Applications

. Applications to Applications under the
Y ear Applaltcear?tocr)lfsf{ageUK Eulcr)gpean Patent Paterr)f': Cooperation Treaty
P Office from the UK from the UK
2000 31412 4359 4795
2001 30576 4853 5482
2002 29911 4709 5376
2003 29819 4843 5205
2004 28223 4791 5041
2005 26192 5115
Trade Mark Applications and Additional Classes
Y ear Applications at UK patent Madrid applications
Office

2000 75957 24950

2001 61001 25836

2002 60065 20203

2003 58370 14669

2004 61931 16173

2005 63726 16817

Designs Applications
Year Applications at Registered Community Designs (OHIM)
UKPO applications from the UK

2000 9380 0

2001 8703 0

2002 9512 0

2003* 5910 3334

2004 4174 4264

2005 3588 5051

* The OHIM introduced the Community Design in 2003

For trade marks in 2005, 24,190 applications to OHIM were from UK applicants.
Unfortunately OHIM do not keep clear records of the type of applicant and therefore
we cannot analyse who is filing, i.e. professional representative or private applicant.
The UK office has noted a distinct rise over the last few years in the rate of filings
coming from the applicant themselves, rather than through a professional Trade Mark
attorney: the level of such filingsin 2005 was 37%. UK applicants made up the third
biggest group of filersto OHIM last year, accounting for 11.3% of total demand.

Design applicants at OHIM may file multiple designs on one application form. The
UK Design Registry will allow this from October 1 2006. During 2005 the UK
received 3588 applications which covered 3588 designs, while OHIM received 16,741
applications covering 63,255 designs. OHIM applications were split almost exactly
between single design applications and multiple design applications. UK design
applicants were the fourth largest group of filersto OHIM last year filing 5051
applications, accounting for 8% of the total demand.




2. How IP is used

(a) What types of IP does your organisation use and why?

(b) To what extent do you seek multiple overlapping forms of IP protection?

(c) To what extent are these decisions influenced by sector-specific considerations?

(d) How does your company value its IP? Are there problems with raising finance against
intangible assets based on IP? What improvements could be made in this area?

(e) To what extent does the term of IP rights at the margin affect investment decisions?
(f) How well does the UK IP system promote innovation?

(g) To what extent does your organisation make use of other methods used by
Government to encourage innovation, such as public funding?

(h) Are data on the use of patents and other forms of IP useful as a means of measuring
innovation?

(i) Do you have any evidence as to the static or dynamic costs that IP rights (as statutory
monopolies) impose on the economy?

(j) Have you encountered patents or other IP rights being used defensively, i.e. obtained
not to develop products, but only to prevent others from doing so? Under what
circumstances do you consider this acceptable?

Questions (a) to (e) and (g) are directed at business and so we are not in a position to
comment.

)] How well doesthe UK system promote innovation?

The UK IP system promotes innovation by facilitating the generation, ownership,
protection, transfer, and exploitation of ideas and creativity while at the same time
encouraging the flow of information. The rights granted under the system are
important for innovation in both traditional and new industries, such as
biotechnology. However, patents trade marks, copyright and designs are also
fundamental to the functioning of the knowledge economy, notably the Knowledge
Intensive Service Sector (KISS). Many of the businesses in this sector are central to
the continued economic success of the UK. Having an effective and robust IP system
also contributes to the attraction of the UK as a place to innovate and exploit ideas.

Protection

The exclusive rights granted under the system provide an incentive to innovate by
legally protecting the fruits of intellectual activity and so allowing individuals and
companies to use and exploit the results of their creativity. It enablesthemto profit
from and to recoup the considerable investment in time, money and effort in
developing new ideas and turning them into business assets with real market value.
This in turn encourages and helps fund further innovation. Without this protection
third parties can copy without the investment required by the innovator leaving little
incentive for business to commit to innovation knowing that others could benefit from
their endeavours but not share their effort.




Information

In addition to the protection afforded to the creators of new works and inventions the
IP system, is a practica means of disseminating and bringing new information and
technical ideas to the public. The publicly disclosed collection of patent literature
enriches the body of technical knowledge and provides a valuable source of
information and inspiration for future innovators. By accessing this accumulation of
knowledge researchers and inventors can start research from a higher or new level of
knowledge, find solutions to technical problems, learn about recent technological
breakthroughs, and avoid wasting valuable time and resources reinventing the whesel.
This alows them to focus on follow up or new innovation and creativity around new
and better products. Moreover, once out of protection the information can be used by
al. Equally Trade Marks give consumers information on the reliability and
authenticity of the products they try.

Technology transfer

The IP system creates legal items of property which can be bought and sold. Thisis
an invaluable aid to technology trarsfer which is a further stimulus to innovation.
Without P those technological advances which are easily copied for commercial gain
would tend to be kept secret rather than disseminated.

Raising capital

IP rights can also play an important role in improving access to finance, acquire
venture capital, attract business partners and raising a company’ s market value which
is crucia in funding innovative activity.

(h)  Aredataon the use of patentsand other forms of | P useful as a means of
measuring innovation?

Patents are seen by many as attractive because they represent the possibility of
measuring an output of innovation while most other measures look at input, e.g.
R&D. The number of patent applications filed and patents granted may reflect the
level of technical innovation at any given time and so is a measure of innovative
activity, e.g. the number of patents granted per head of population may give an
indication of the level of innovation in the UK compared with other countries.
However the economic value of any individual patent is not easily measured and this
means that mere numbers of patents do not give areliable indicator of the amount of
innovation and the propensity to patent appears to vary from technology to technology
and further undermines the interpretation of patent data. Moreover filing patterns and
duplication of applications need to be taken into account: as patents are only vital to
firms where competition exists, taking out or not taking out patent protectionin a
particular territory may be an indication of market situation rather than a reflection of
the innovation in question. Filing patterns year on year also appears to have some
correlation with the economic cycle.
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The value of innovation can also be measured to some extent using patent data. For
example, a patent “family”, which is the same patent granted in different countries,
implies that the invention covered by that patent is valuable. The OECD Patent
Project islooking at how patent data can be used as an indicator of innovation. This
work is still at the stage where the methodology is being devel oped to alow useful
comparison between countries based on factors such as area of technology, country of
origin, citation level, industrial field, activity at firm level. The OECD has looked in
particular at patent families in the Biotechnology and Information & Computer
Technology (ICT) sectors to study. For further details on the OECD patent project
see the OECD website at

http://www.oecd.org/document/10/0,2340,en 2649 34451 1901066 1 1 1 1,00.htm
1

If a patent is regularly cited in searches conducted on later patent applications, that
too can be an indication of the value of that patent and its contribution to innovation.
Moreover, if apatent is regularly renewed through the payment of annual renewal
feesit isan indication of its economic worth to the owner.

Analysing collections of classified patent data can help in technological forecasting
and as an indicator of activity in specific fields of technology. This can be invaluable
to industry and research institutions in their strategic planning and resource allocation.
The fact that information about new inventions is published well before a patent is
actually granted means that patent data can be used to ascertain general and specific
trends in technological development long before an idea hits the market. This can
also be of benefit to policy analysts within Government in addressing industrial
development and science and technology policy issues.

Trade marks can aso be used as an indicator (ref to:
http://www.oiprc.ox.ac.uk/EJJINDEX.html . Aswith patents, they canprovide an
indication of new product development, and they also have the benefit of being
directly applicable to services, which may not be apparent from patent data. Trade
mark applications are generally made at a stage where the new product or service is
closer to market but should also be used cautiously as an absolute measure:
companies may seek to apply for arange of marks before finaly deciding which one
to use; new trade marks applications or registrations might ssimply indicate re-
launches of existing products. The value of Trade Marks is recognised by business as
shown by the high profile trading in marks and brands.

0] Do you have evidence as to the static or dynamic coststhat IP rights (as
statutory monopolies) impose on the economy?

We do not have evidence on these costs.

()] Have you encountered patents or other 1P rights being used defensively,
i.e. obtained not to develop products, but only to prevent othersfrom doing so?
Under what circumstances do you consider this acceptable?
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Most patents have their origin in real development, as opposed to “paper” concept that
is conceived solely to confine competitors freedom. When starting from aredl
development, a patentee is permitted a degree of generaisation in formulating the
inventive concept that forms the area of monopoly, and it is to be expected that most
patentees will seek to maximise this area in order to secure an advantage over their
competitors. However, it is the duty of the Patent Office examiner to ensure that the
monopoly areais fair, in light of what has actually been invented (the “ support”
requirement). This limited amount of defensive activity seems to us alowable
because it is confined, and derived from areal invention.

The idea of a“paper” invention used defensively seems unlikely to be prevalent, and
we would regard it as an abuse of the patent system. However, we have no evidence
of such usage athough the creation of patent “thickets’ around real innovation has a
defensive impact.

It is concelvable that a patentee might attempt to restrict competition not only by
refusing to licence a patent but by anti-competitive pricing restrictions on licensees or
by forming patent pools or establishing cross-licence agreements. This aspect is dealt
with in detail in the Office’ s response to questions 3(a) to (1).

Note: Another sources of information on the use of 1P and its contribution to
innovation is the DTI Economic Paper NO.7 -
http://www.dti .gov.uk/economics/papers.html
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3. How IP is licensed and exchanged

(a) How easy is it to negotiate licences to use others’ IP for commercial or non -profit
purposes?

(b) What mechanisms do you use for finding potential licensing partners?

(c) How easy is it to use others’ IP for research purposes? Have you experienced difficulty
around research exemptions?

(d) Are there specific barriers to licensing in the main forms of IP currently used: patents,
copyright, trade marks, and designs?

(e) Are there barriers to licensing IP on grounds of cost? What drives these costs?

(f) Are there specific barriers to licensing IP in your sector?

(g) Does your organisation use methods to facilitate exchange of IP - such as crosslicensing
or pooling IP rights with other firms or organisations?

(h) Are there specific barriers to licensing IP rights for small busin esses or individuals - for
example barriers to entry to patent pools?

(i) Are there barriers to trade and exchange of IP internationally?

(i) Does your organisation consider renewing patents using “licence of right” provisions in
patent law (which entitle any person to a licence under your patent and reduce your
renewal fees by half)?

(k) What could be done to improve “licence of right” provisions and business awareness of
them?

(I) Do you have any experience of the compulsory licence provisions within current patent
law? Are they effective? How could they be improved?

The importance of licensing in the patent (1P) system cannot be overstated. The
licensing provisions serve multiple purposes making this a complex areato legidate
and understand. Note this only covers patent (and design) licensing.

In one respect, licensing of technology provides a vital tool to alow the full benefits
of an invention to be achieved. In its simplest form, an innovator without the required
manufacturing capacity or market presence licenses a piece of technology to a partner
to their mutual benefit. Variations on this sort of use include cross licensing (where
access to one party’ s technology is granted in return for access to the other’s) and, on
alarger scale, patent pools where groups of companies will grant other members of
the pool mutual access to patented technology. Cross licensing is becoming
increasingly important as consumer products get ever more complex — the latest
mobile phone will incorporate countless pieces of patented technology licensed from
other companies.

In general, patent licensing encourages innovation by ensuring faster and wider take-
up of new ideas. The patentee gets his reward via licence fees rather than by
maintaining a monopoly. Patent pooling can raise competition issues. They can
favour established players (who have existing patent portfolios to use as bargaining
chips) thus making it hard for new entrants to get a foothold in a marketplace.

The interaction between the patent and standards systems raises some of the most
difficult patent related licensing issues. Both systems aim to promote innovation and
the supply of new technologies to the market place. But they do that in widely
different (if not opposite) ways — patents providing limited monopolies as a reward
for innovation and away to recoup R&D investment where as standards seek to get
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technology adopted across the piece thus assisting interoperability. Standards often
incorporate patented technology — indeed patents that are essential to an adopted
standard are highly coveted — but the owner must provide licenses on Reasonable And
NontDiscriminatory (RAND) terms. Difficulties arise where a standard encompasses
multiple patents each attracting a royalty and where patentees are overly libera in the
patents they claim to be essential to the standard. However, the biggest difficulty is
probably where a standard relies upon a piece of technology covered by a patent
owned by a company outside the standards body (and thus not subject to RAND
conditions). That can have serious implications for the successful adoption of the
standard.

Licensing provisions can help address competition issues and especially the use of a
patent to block any exploitation of an invention. The Patents Act contains
compulsory licensing provisions to address the situation where market demand for a
product covered by a patent in the UK is not met within a reasonable time after grant
of the patent. Whilst compulsory licences are very rare, the compulsory licensing
provisions are argued to be useful as alever in licensing negotiations. Compulsory
licensing has also been floated as providing a potential solution to the technical
standard blocking issue athough such a route would be controversial among users of
the patent system.

Compulsory licensing provisions are also present in the WTO Trade Related Aspects
of Intellectual Property Rights (TRIPs) Agreement which establishes minimum levels
of protection that each WTO Member has to give to intellectual property rights. A
recent TRIPs amendment (December 2005) enables the manufacture, under
compulsory licence, of generics copies of patented medicines for exported to
appropriate developing countries with public health problems. An EU Regulation
comes into force mid 2006 which will enable European generic producers to export
under this system, though it is expected that use may be limited due to commercial
considerations.

Perhaps the most controversial aspect of licensing at present is so-called “trolling”
where patents are bought up by companies with no research or manufacturing interest
who then use them to generate licensing income by threatening enforcement action
against other companies. This can attract most criticism where the owner seeks to
exploit a patent of dubious validity or excessive breadth and when he uses submarine
tactics by delaying bringing an action until the other party has invested heavily in
developing a product. Patent Office examiners seek to ensure that patentees are only
granted the breadth of protection their innovation deserves but given the costs
involved in attacking the validity of the patent in court or of defending an
infringement action, the other party may feel obliged to agree to the licence as a
cheaper if undesirable option. The core issue here is the cost and speed of litigation.
No one could get away with unjustified assertions of infringement if the alleged
infringer could challenge the assertion quickly and cheaply in court.

When the patent is valid and the infringement allegation sound, trolling can still look
like exploitation of the patent system with no obvious benefit for innovation.
However, the original inventor will have been rewarded through sale of the patent to
the troll, so arguably the stimulus for innovation is preserved.
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The voluntary Licence of Right provisions of the Patents Act also serve as a
mechanism to encourage people to find ways to exploit their inventions. Patentees
make licenses available as of right (the terms still need to be negotiated) in return for
a 50% reduction in the renewal fee required to keep their patent in force. In the last
few years the number of new endorsements sought each year has averaged 1200,
though with significant fluctuations.

Question 3(b) specifically addresses research exceptions. In October 2005 the UK
implemented two EU Directives which ensured that conducting the necessary studies,
test and trials, on generics of patented medicinal and veterinary products, for
Regulatory approval, would not constitue patent infringement. The lack of much case
law in this area both in the UK and across Europe means the scope of the exception is
not particularly clear but likewise suggests that it is not causing much of a problem
for researchersin industry or academia.

Information on the value of licensing to the UK economy is extremely hard to come
by. Companies and legal advisors are extremely reluctart to divulge details of deals
struck for obvious commercia reasons. Despite the benefits that registration brings,
parties are not diligent in informing the Office when they acquire an interest in a
patent and the register is not as comprehensive a database of interests as it might be.
It does not contain financial details of licenses.
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4. How IP is challenged and enforced

(a) Are there specific problems with enforcing the main different forms of IP: patents,
copyright, trade marks, and designs?

(b) Are there barriers to challenging infringement an d enforcing your IP rights on grounds
of cost? What drives these costs?

(c) To what extent does your organisation make use of other methods than litigation to
resolve IP infringement cases, for example the Patent Office opinion service, mediation
services, Alternative Dispute Resolution, or the Copyright Tribunal?

(d) To what extent do you use IP litigation insurance? How effective is it?

(e) Are there barriers to using such methods to settle IP disputes without recourse to
litigation? How might they be removed?

(f) Are there specific barriers to challenging and enforcement of IP rights for small
businesses or individuals?

(g9) To what extent is the risk of litigation a factor in your organisation’s investment in
innovation?

(h) What are the principal barriers to efficient and successful challenge and enforcement
internationally?

Litigation over intellectual property rights can be prohibitively expensive to business
in genera and to SMEsin particular — and it can take years to resolve. This point was
strongly made during a public consultation in 2003 on patents legislation. What users
wanted was something different - and in particular something that would make things
easier for small business.

In response - and after further extensive consultation with business and with patent
attorneys - the Patent Office introduced legidation to provide a brand new service for
helping businesses to resolve patent disputes. The serviceis quick (3 months from
start to finish), cheap and authoritative. It isamed at enabling innovative businesses
to have an early sight of the value of their own patent rights and those of their
competitors and to be in a position to make timely and informed business decisions
accordingly.

The service focuses on the two most important areas of dispute —whether a product
infringes a patent and whether a patent is valid. In the case of validity, the processis
designed to enable requesters to introduce prior art which was not on the table when
the patent was granted. An opinion is not smply another step in the litigation
process: it is an alternative to full litigation. Equally opinions do not limit options for
litigation: they complement them.

Whilst not aimed at big business, the new service is expected to be attractive to some
—not least because most can ill afford the loss of management time that extended
litigation proceedings demand.

The service was introduced on 1 October 2005 and the first opinions issued in January

2006. Interest —from press and practitioners — has been strong, and feedback very
positive.
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Gowers Review of Intellectual Property

Call for Evidence

SPECIFIC ISSUES
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Current term of protection on sound recordings and performers’ rights
Background: The Review will fulfil the Government’s commitment to examine whether
the current 50 year term of protection on sound recordings and performers’ rights in
sound recordings is appropriate, in the light of its extension to 95 years in a number of
other jurisdictions.

(a) What are your views on this issue?

(b) Is there evidence to show the impact that a change in term would have on
investment, creativity, and consumer interests?

(c) Are you aware of the impact that different lengths of term have had on investment,
creativity, and consumer interests in other countries?

(d) Are there alternative arrangements that could accompany an extension of term (e.g.
licence of right for any extended term)?

(e) If term were to be extended, should it be extended retrospectively (for existing
works) or solely for new creations?

We have received a number of representations from the music industry, both from
those regquesting an extension and those asking for the term to stay the same, or even
be reduced. Any decision to change term of protection would need to take place at a
European level. We had previously concluded that this area needs thorough research,
including economic analysis, into the effect of term on markets, creativity and the
consumer.
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Copyright exceptions - fair use / fair dealing

Background: There are a number of exceptions to copyright that allow limited use of
copyright works without the permission of the copyright holder.

(a) What are your views on the current exceptions in copyright law?

(b) Could more be done to clarify the various exceptions?

(c) Are there other areas where copyright exceptions should apply?

(d) Are the current exceptions adequate or in need of updating to reflect technological
change? For example copyright law in the UK does not currently have a private “fair
use” exception. Such an exception might allow individuals to copy music CDs onto
their PC and MP3 player for their personal use. Should UK law include a statutory
exception for “fair use"?

(e) How would you see content owners being compensated for such use?

(f) To what extent has technological change presented difficulties in use of copyrighted
material in the field of education?

(g) Are there issues concerning the archiving of material covered by copyright?

Due to the many amendments which have been made to this area of the law there are
numerous inconsistencies within the exceptions. Thisis as a result of the need to use
the European Communities Act to implement European Law, we are unable to amend
other areas of the law to be consistent if it is not necessary to comply with our
obligations. This has meant that certain exceptions have been changed whilst others
have had to remain unamended.

Many of the exceptions only apply to certain categories of work, or to certain acts for
example the visually impaired persons exception does not apply to film which means
this exception cannot be used for the purpose of providing audio-description. Many
of the exceptions do not work well with the digital age, the education exceptions
allow for limited ‘copying’ but do not allow for ‘communication to the public’; this
means that online learning and e ectronic teaching tools do not benefit from the same
exceptions as traditional teaching methods.

The review should consider whether any amendments should be made to update the
exceptions for the digital age and to improve the clarity of the law. Any changesto
the exceptions would need to take account of the requirement of ‘fair compensation’
being provided to rightsholders for use of their works.

We have received submissions on the issue of providing exceptions for the benefit of
disabled people. Thisis an areathe Patent Office is keen to explore.
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Copyright — digital rights management

Background: Increasingly digital media content is distributed with digital rights
management (DRM) technologies that can enable rights-holders to track usage and
prevent unlicensed copying by technological means. However concerns have been raised
about interoperability and that such technologies may impair the content consumer’s
legal rights. For example they may be unable to take into account exceptions to
copyright, the ultimate expiry of copyright term, or the future evolution of technology.
They may therefore undermine legitimate rights to access digital content, now and in the
future. (NB: We are aware of all formal submissions that have been made to the All
Party Parliamentary Internet Group on this issue.)

(a) Do you have a view on how the use of digital rights management technologies
should be regulated?

The Patent Office does not lead on this issue but we have, in the course of meetings
with interests, been informed that these restrict the availability of exceptionsto the
genera public by preventing access to the material they protect. The remedy in
copyright law is provided in Section 296ZE but this requires an application to the
Secretary of State which may prove too cumbersome to allow effective access.
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Copyright —orphan works

(a) Have you experienced any difficulties in identifying the owners of copyright content
when seeking permission to use that content?

(b) Do you have any suggestions on how this problem could be overcome?

This was an issue the Patent Office has been considering looking into in more detail.

We have not yet undertaken any consultation but are aware of the potential problems

of orphan works.
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Copyright - licensing of public performances

(a) Have you encountered problems with the system of licensing and paying royalties to
collecting societies for public performance of music and/or sound recordings?

(b) Could the system be clarified or simplified, and if so how do you see this working?

The Patent Office is working with collecting societies in a number of areas,
particularly following the recommendation from the European Commission on
licensing of online music.

A frequent cause of confusion amongst copyright users is the need for two licenses for
public performance of a copyright work. Those wanting to play music in, for
example a business establishment (pub owners, hairdressers etc) have to purchase one
license from Phonographic Performance Limited (PPL) for the rights in the sound
recording and a second licence from the Performing Right Society (PRS) for the
rights in the music and the lyrics.

We have received numerous letters on this issue from business owners who are
confused by the need to purchase a second licence. Encouraging a cross-licensing
agreement between collecting societies would be highly beneficial to users.

We are aware that PRS have aready set up one joint licensing scheme to with the
Mechanical Copyright Protection Society (MCPS) to cover podcasting.
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Patents — utility models

Background: Some countries, notably Germany, have a “utility model” system offering
protection for simple inventions, usually subject to less examination and shorter terms
than standard patents.

(a) Do you have a view on some sort of second tier patent system?

(b) Has your organisation encountered problems in protecting its IP internationally
where such systems exist?

A utility modél is registered right which confers on its proprietor exclusive protection
for an invention for a shorter term than a patent. As with patents, to obtain protection
by a utility model, an invention must be new, involve an inventive step and be capable
of industrial application, but the level of inventive step required for a utility model
may be lower than that required for a patent. Furthermore, as a utility model is
granted without examination for novelty and inventive step, protection can be
obtained quickly at lower costs than with a patent, but with lesslegal certainty.

Utility model protection may be sufficient in areas of technology where a product life
is of short duration, avoiding the necessity to obtain a patent for the invention.

To date there has been little demand for a second tier of protection in the patent
system. This view was reflected by UK interest groups when consulted following the
proposal of the European Commission for a Directive approximating the legal
arrangements for the protection of inventions by utility model launched in 1997, and
amended in 1999'. Adoption of this proposal would have harmonised legal
arrangements relating to national utility models, requiring a utility model system to be
introduced into UK law. Little activit%/ on this proposal has taken place for severa
years, and it has now been withdrawn“. The Commission also launched a
consultation in 2001 on the possible creation of a unitary Community-wide utility
model. The majority of respondents were opposed to this idea®, and more effort has
since been focused on trying to reach an agreement on the proposed Regulation for a
Community patent. However, most respondents have been legal representatives or
larger industry groupings. In addition the very nature of second tier protection
implies a national rather than international context.

Examination of applications for patent rights ensures that rights that are granted have
agood presumption of validity and create alevel of certainty and confidence that can
assist in the development of markets. Absence of such scrutiny means this
presumption is lost and this could lead to uncertainties. Our consultation showed that
UK interests could only accept alower level of protection if: (i) the scope of rights
afforded was narrower than for a patent, for instance covering only a product as
marketed rather than encompassing equivalents including the more general technical
innovation on which the product is based; (ii) the rights had a shorter term (say 6 to 8

1 coM(1999) 309 final /2, see
http://www.europa.eu.int/comm/internal_market/indprop/docs/model/utility _en.pdf

2 Official Journal of the European Union (2006) C 64/03, see http://europa.eu.int/eur-
lex/lex/LexUriServ/site/en/o0j/2006/c_064/c_06420060317en00030010.pdf

3 SEC(2001) 1307, see consultation at
http://www.europa.eu.int/comm/internal_market/indprop/docs/model/consultation_en.pdf and
summary of replies at
http://www.europa.eu.int/comm/internal_market/indprop/docs/model/utilreport_en.pdf
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years); and (iii) the criteria for obtaining the rights were identical to those for patents,
in other words that the inventions protected by the utility model should be new and
not obvious to one skilled in the art.

A utility model could be used as temporary protection while a patent application is
pending, but this would not necessarily make it easier for companies needing to attract
investment or secure licence agreements in order to manufacture their inventions
given the lack of certainty of their validity. Regimeswhich allow protection of the
same invention by a patent and utility model can lead to undesirable practices where
the utility model is used as the basis for infringement action, shielding the patent from
acounterclaim for validity.

The benefit that a utility model system offers by the lower costs to obtain protection
may also be outweighed by risks of increased litigation arising from the lack of legal
certainty in these rights. These risks would particularly affect small and medium-
sized enterprises put off by high costs of court actions. With any unexamined right,
the assessment of the scope and validity of the right would fall to individual parties
and the courts. The burden of monitoring newly published utility models for possible
infringement, searching and evaluating any relevant utility model for validity and the
cost of revocation would fall to competing companies. The presence of utility models
would therefore create further barriers to market entry for those who have legitimate
innovations who do not want to risk litigation. It has been alleged that companies
would adopt strategies of making large numbers of utility model registrations,
increasing the number of rights relevant to exploit a particular invention and adding to
existing problems that have been associated with “ patent thickets’.

On the other hand, it is a fact that many other countries operate such systems and
there is no evidence of these problems arising. Australia recently revamped its utility
model system to create an “innovation patent” offering simpler protection. The
operation of this has been reviewed. Outcome is not yet public. More information
available at http://www.ipaustralia.gov.au/patents/what _innovation.shtml

In Ireland, the Patents Act 1992, made provision for short-term patents. The period of
protection is a maximum of 10 years and it can be granted without prior examination
relating to novelty and obviousness. Applications are usually accepted within a
number of months of completing all formal requirements.

If applications are made for both a short-term patent and a full term patent in respect
of the same invention the short-term patent will become void when the full-term
patent is granted.

The provisions relating to full-term patent applications and patents also apply to short-
term patent applications and short-term patents. The main exceptions are:

- the specification of a short-term patent application must not include more
than five (5) clams. The requirements of novelty and industria
applicability also apply but instead of non-obviousness, it is sufficient that
the invention be "not clearly lacking an inventive step”. Neither a 'Search
Report' or 'Evidence of Novelty' is required in order that a short-term
patent be granted.
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- the filing fee, grant fee and renewal fees are only 50% of those for a full-
term patent; and generally the procedures are simpler.

- infringement proceedings can be brought in the Circuit Court (or in the
High Court, as is required for full-term patents) irrespective of the amount
of aclaim.

- before taking an action for infringement the owner of the short-term patent
must either (a) request a Search and send a copy of the Search Report to
the alleged infringer or (b) if a foreign Search Report or patent
specification is available, file a copy at the Office as well as furnish a copy
to the alleged infringer.

- a person other than the owner of the short-term patent whose legitimate
business interests require a novelty search and who can show that the
invention lacks novelty or is clearly lacking in inventive step may aso
request a Search.

Further details can be found at http://www.frkelly.com/html/irish patent system.html
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Pharmaceutical Supplementary Protection Certificates (SPCs)

Background: SPCs are a “sui generis” IP right available in EU Member States for
pharmaceutical products (as well as plant protection products). The standard patent
term is 20 years. SPCs aim to compensate rights holders for the time required to obtain
regulatory approval for their products. Where regulatory approval is issued more than
five years after a patent is granted, SPCs may be granted to extend the term of
protection on the active ingredient in the patented product. SPCs last for a term
corresponding to the period elapsed between the five-year point and the point at which
the product reaches market, up to a maximum term of 5 years.

(a) Does your organisation use SPCs?

(b) How fair and effective are they in delivering an incentive for investment?

(c) How could they be improved?

(d) Should the term of SPCs be more flexible - perhaps relating straightforwardly to the
period between patent award and regulatory approval?

Background

Council Regulation (EEC) No 1768/92 of 18 June 1992 concerning the creation of a
supplementary protection certificate for medicinal products (the SPC Regulation)
entered into force on 18 December 1992. The purpose of the Regulation is to
compensate for the reduced period of effective patent life enjoyed by pharmaceutical
products as a result of the sometimes lengthy mandatory approval procedures
required. It achieves this by the creation of the supplementary protection certificate
(SPC), adistinct title of 1PR having as its effect the extension of the period of patent
protection available for an dligible product, but not the extension of the patent itself.
The Regulation stipulates the conditions which have to be fulfilled for grant of an
SPC, aswell as the effects and term of such certificates.

SPCs have to be applied for separately in each Member State of the EEA in which
protection is required and their effects are limited to the territories of the Member
States in which they are granted. Thisis necessary because SPCs cannot exist
independently of the patents on which they are based, and all such patents have an
intrinsically territorial nature. The Regulation has been subject to a number of
amendments especialy as new member states have joined the EC. Regulation (EC)
No 1610/96 of 23 July 1996 entered into force on 8 February 1997 created a similar
SPC right for plant protection products which also are required to undergo similar
approval.

The SPC system seeks to strike a balance between all parties concerned which as the
Regulation in Recital 9 for example makes clear includes not only the pharmaceutical
industry but also public health

“Whereasall the interests at stake, including those of public health, in a
sector as complex and sensitive as the pharmaceutical sector must
nevertheless be taken into account; whereas, for this purpose, the
certificate cannot be granted for a period exceeding five years; whereas
the protection granted should furthermore be strictly confined to the
product which obtained authorization to be placed on the market as a
medicinal product;”
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Article 13 of the Regulation defines a formulato establish the term of any certificate
that an applicant may be entitled to. Effectively, an SPC is available when the
marketing approval is granted five or more years after the filing date of the patent, and
its duration is for a period of time corresponding to how long after that five-year point
the approval was granted, up to a maximum of five years. This mirrors the way in
which the term of the basic patent is determined. It should be noted that the key
trigger point for the patent isits filing date and not its date of grant (as implied in the
call for evidence).

The questions

The following comments address issues which would arise in considering any
possible amendments which might be made to the system.

The SPC Regulation was originally proposed by the Commission in response to
moves in some member states unilaterally to introduce patent term extensions for
pharmaceutical products. It aims to harmonize the law in this area across the
Community for the benefit of the pharmaceutical sector, public health and also the
efficient functioning of the internal market. Despite some problems (some of which
have resulted in references to the European Court of Justice) it seems that across
Europe it is generally perceived as working effectively.

Most issues have arisen from two distinct factors. First, whilst the Regulation seeks
to provide a common legal framework across the EC, it is dependent upon national
intellectual property offices administering it. Since the Regulation cannot cover all
eventudities it has to rely upon the procedural provisions of national law
corresponding to the basic patent. This can lead to differencesin its interpretation
between different countries. Secondly, when the Regulation was first enacted, the
legidators had in mind a relatively ssimple ‘linear’ model of the pharmaceutical
industry with the patent holder also being the manufacturer and seller of the
pharmaceutical product and thus aso the holder of the SPC. However, the real
situation has proved much more complex. For example, licensing agreements can
exist between different companies for the same product, and these can differ in
different countries. Moreover multiple patents belonging to a number of separate
patent holders may relate to the same active ingredient. Patent pendency periods ard
delays in issuing marketing approvals have in some cases proved to be far longer than
the original legidlators anticipated.

Some of these issues were resolved through subsequent legislation when the Plant
Protection regulation was enacted, but for others, the interpretation of the Regulation
is dependent upon case law. Given the transnational extent of the Regulation and its
economic importance, a further amendment of the Regulation to reflect the decisions
of the ECJ and the current state of the pharmaceutical sector might be of benefit,
however this would require a new proposal from the Commission.

Adopting atrigger based on the time elapsed between the basic patent application date
and the first marketing approval in the EEA guarantees that all SPCs granted in the
EEA will expire at the same time. Any alternative formulafor calculating the term
should desirably retain this feature in order to avoid adverse effects on the internal
market.

27



Changing the trigger to refer to the date of grant of the patent could lead to possible
abuse. Since the applicant can exert considerable influence over the pendency period,
the high value of patents covering “blockbuster” drugs would create a strong incentive
for applicants to delay patent grant if this would result in an increase in the term of
any SPC eventually issued. Moreover, although under UK patent law there is atime
limit of four and a half years from the date of a patent application for it to be either
granted or rgjected, such provisions do not exist in all European countries nor for
patents examined by the European Patent Office under the European Patent
Convention. The scope for stringing out the application procedure is thus very largein
certain other jurisdictions.

The recent introduction of the “Bolar” exemption into UK law, according to which
generic competition may conduct certain trials to gain marketing approval while the
respective patent of SPCis still in force, could affect the perceived value to industry
of SPCs. Until the introduction of this exemption, a generic pharmaceutical producer
had to wait until the expiry of the SPC before being able to conduct clinical trialson a
generic version of a previoudly patented product. The resulting delay in bringing
generic competition to market amounted to an extra period of effective protection for
the patentee which is no longer available.

SPCs are being given arole in promoting public health policy objectives through the
proposal to extend SPC term in return for the increased and improved testing and
authorizing of medicines for paediatric use. The provisions (which are being enacted
as part of awider revision of the European system for regulating the medicinal
approval system) would grant a six month extension of the SPC in return for
necessary paediatric tests to be done.

It should also be noted that the IP rights granted under the patent and SPC system are
not the only means by which incentives for investment in this sector can be achieved.
For example, a period of market exclusivity may be available for pharmaceutical
compositions that do not qualify for patent protection. This protection (which finds its
basis in obligations under the TRIPS Agreement) ensures that no competitor can enter
the market during a given period following marketing approval. Incentives through
the marketing approval process are also available for pharmaceuticals classed as
“orphan drugs’ by the EMEA in Europe.
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Trade Marks —international issues

(a) To what extent does your organisation register its trade marks at the European
rather than national level?

(b) Could the UK trade mark system be improved to work better alongside the
European system?

To what extent does your organisation register itstrade marksat the European
rather than national level?

Over the 10 years since the Community Trade Mark was introduced national filing
levels have been fairly stable, perhaps surprisingly so, albeit with a peak experienced
in the ‘dot com boom’ of 2000-01. However, there is some evidence that beneath this
surface stability significant shifts in behaviour have been taking place: some larger
companies filing only at OHIM, othersfiling — at least for important marks — at both
national and Community level, and a striking growth in the proportion of UK filings
coming from applicants, often SMEs, who do not use a trade marks professiona to
represent them. This percentage was in single figures a decade ago: in 2005 it was
37%.

Trade Marksfilingsin 2005

UK OHIM
Applications 28,694 58,651
(total classes) 63,726 162,195
Registrations 22,546 59,756
Top Five Filing nations UK us
us GERMANY
JAPAN UK
AUSTRALIA SPAIN
SWITZERLAND ITALY

Among UK filings 24,190 applications were from UK applicants and 4,504 were filed
by foreign applicants. The top five filing nations (see above) filed atotal of 26,476
applicants, comprising 92% of the total demand in 2005.

Within OHIM, the top five filing nations accounted for 63% of the total demand at the
European office in 2005.

OHIM’s records do not enable us to distinguish how their applicants break down into
the represented and unrepresented. Anecdotal evidence suggests they have a very
much lower proportion of unrepresented applicants than we do. The split between EU
filings and non-EU filings is 69%:31%.

UK applicants made up the third biggest group of filersto OHIM last year with 6,665
Trade Mark applications, accounting for 11.3% of total demand.
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Could the UK trade mark system be improved to work better alongside the
European system?

The Directive* and Regulation** have harmonised the substantive law surrounding
the registration of trade marks in the Member States and at the Community Trade
Mark Office - e.g. what may or may not be registered as a trade mark and the grounds
for cancelling a registration. These instruments have not, however, harmonised the
processes. For example, in some jurisdictions there is provision for oppositions to
applications for registration by holders of earlier rights who consider their trade marks
(and the goods/services for which they are registered) confusingly similar to the later
application, whilst in others if the application is ex officio acceptable the trade mark is
registered but isimmediately open to action for cancellation..

In the United Kingdom, the Trade Marks Registry conducts a search for any earlier
conflicting rights — national, international and community — and will refuse to accept
the later filed application if an earlier conflicting right is found.

At the Community Trade Mark Office there is a search for earlier community trade
marks and (optionally) national offices may search for earlier national rights. The
results are sent to the applicant, but there is no refusal to accept unless the owner of an
earlier right successfully opposes registration.

The Trade Marks Registry believes that the process currently in place in the United
Kingdom is prgjudicing the interests of businesses because it makes securing a
national registration more difficult, by comparison with the process for securing a
Community Trade Mark. For that reason the Patent Office is currently consulting on
proposals to change the process in the United Kingdom to more nearly match that of
the Community Trade Mark Office. We are recommending that applications for
registration should still be the subject of a search for any earlier rights which we
consider conflict with the application. Like the Community Trade Mark system, the
applicant would be informed of the results and they would then have the choice of
proceeding or not. There would, asin the Community system, then be an onus on the
earlier rights holder to oppose the application.

In the proposed and the Community systems opposition is an informed choice by the
holder of earlier rights based upon use of their trade marks in the market place.

A copy of the consultation document which contains the detailed argumentsis
attached for information.

* First Council Directive 89/104 of December 21 1988 — To approximate
the laws of the Member States relating to trade marks.

*x Council Regulation 40/94 of December 20, 1993 — On the Community
trade mark.
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Designs —registered designs and unregistered design rights

(a) To what extent does your organisation rely on registered designs? And on
unregistered design rights?

(b) To what extent does your organisation register its design at the European rather
than national level?

(c) To what extent does your organisation rely on the European unregistered design
right rather than the national UK unregistered design right?

(d) Could the UK registered design be improved to work better alongside the
European system?

(e) Could the UK unregistered design right be simplified to work better alongside the
European unregistered design right?

(f) Do you see a useful role for the UK unregistered design right alongside the
European design right?

To what extent does your organisation rely on registered designs? And on
unregistered design rights?

The UK does not have a strong culture of protecting designs through registration. The
input of new applications for design registration at the German and French national
offices, for example, is agood deal higher than UK levels of input. In these countries
there is a much stronger tradition of protecting new designs by means of registration,
and they have also been members of the international system of design registration
under the Hague Agreement for many years whereas the UK has never been a
member. Figures for numbers of filings are given below.

UK businesses do not seem to rely on unregistered design rights as the number of
litigations is very low. There has however been a high profile case — Dyson Ltd v
Qualtex (UK) Ltd [2005] RPC 19 —whereby UK unregistered design right enabled
Dyson Ltd to win their case on the copying of vacuum cleaner parts against arival
competitor.

To what extent does your organisation register itsdesigns at the European
rather than national level?

Before the registered Community design system was introduced in April 2003, the
UK Patent Office consistently registered about 8,000 to 9,000 new designs ayear.

Since the introduction of the registered Community design system, the level of new
design applications in the UK has reduced by more than half. In the financial year
ending March 2003, the UK Patent Office received 9,568 new design applications.
Two years later, in the financia year ending March 2005, the number dropped to
3,984. Over two thirds of these applications are from unrepresented applicants,
predominantly SMEs.

In 2005, out of atotal of 63,500 designs received by the Community Office, the UK
was the fifth largest filer with about 4.5 thousand designs. It is thought therefore that
just about the same number of applicants that used to file for registration in the UK
are now making applications to the Community Office in Alicante.
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Designs filingsin 2005

UK OHIM
Applications 3,588 16,741
(total designs) 3,588 63,255
Registrations 3,432 67,880
Top fivefiling nations UK GERMANY
us ITALY
SWITZERLAND us
JAPAN UK
FRANCE FRANCE

NB At OHIM, unlike the UKPO, an application may include more than one design
(though see below).

UK Design applicants were the fourth largest group of filers to OHIM last year filing
5051 applications, accounting for 8% of the total demand.

To what extent does your organisation rely on the European unregistered design
right rather than the national UK unregistered design right?

We do not really know asyet. Certainly we are not aware of any Community
unregistered design right cases that might help with our understanding of this issue.

Could the UK registered design be improved to work better alongside the
European system?

We have dready identified a number of improvements that we could make to the UK
registration system to achieve greater alignment with the European system.

We launched a public consultation last summer to propose changes to the Registered
Designs Act 1949 by means of a Regulatory Reform Order, and that processis
currently at the Parliamentary scrutiny stage. Aslong as there are no significant
issues raised, the UK Patent Office will launch an improved registration system on 1
October 2006 which, like the Community system, will provide for multiple
applications, deferment of publication and registration for up to 12 months, and the
cessation of selective examination on novelty grounds. In addition, a new set of rules
will be introduced to underpin the primary legislation and make the registration
process less bureaucratic and therefore easier to use.

The Patent Office’s informal consultation on fees, which closed early in 2006,

proposed several adjustments to Designs fees which would achieve greater coherence
in the relationship between certain OHIM and national fees, so that (for example) the
cost of renewing the national right would be lower than the cost of the European one.
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Could the UK unregistered design right be simplified to work better alongside
the European unregistered design right?

Do you see a useful role for the UK unregistered design right alongside the
European design right?

The UK unregistered design right is an automatic right against copying of industrial
designs. Similar to copyright, it protects designs that are original (thet is, not copied),
so long as they are not of atype which is commonplace in the field.

It has a number of differences in scope from the Community unregistered design, and
also from the UK and Community registered designs. The main difference in scopeis
that the other types of design protection protect only aesthetic aspects of design®, such
as lines, contours and colours, whereas the design right protects all aspects of three-
dimensiona design, including those which result solely from a functional purpose.
The UK unregistered design right does not, unlike the other design rights, protect two-
dimensional surface decoration.®

A further difference between the UK unregistered design right and the other design
rights is that it exists not only in an article, but also in its parts. Therefore, an article
can be broken up into many parts, which may each individually be protected, adding
to its potential protection for designers, but also to its complexity.

It lasts for ten years from when the design was first marketed® but during the last five
years of this period licences must be granted as of right. If licence terms cannot be
agreed, the Patent Office decides these terms in a hearing. Only a small number of
such hearings’ have occurred since creation of the right, each requiring considerable
resources from the Patent Office, which are difficult to justify. The Community
unregistered design, by comparison, lasts for only three years, with no licence of
right.

It includes two types of exception for spare parts. The first, a “must fit” exception,®
relates to the functional aspects of design, ensuring that producers of spares are able
to make parts that fit with original parts by excluding from protection those design
features which allow one part to fit with another. The second, a “must match”
exception, ° relates to aesthetic aspects of design, allowing copying of parts such as car
body panels which are dependent on, and form an integral part of, another article.
These provisions are differently worded to spare parts provisions in the Community
unregistered design and add to the complexity in design protection encountered by
businesses operating in the repairs market.

* Article 8(1) of the Community designs regulation (EC) No 6/2002) excludes from protection
any design features “which are solely dictated by ... technical function”.

> Copyright, Designs and Patents Act 1988 (CDPA) Section 213(3)(c)

6 Subject to a qualification that it will expire within 15 years of the design first coming into
existence.

! Settling disputes between nine sets of parties.

8 CDPA Section 213(3)(b)(i)

° CDPA Section 213(3)(b)(ii)
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The above differences between similar rights in a crowded are of intellectual property
would appear to provide a case for ssimplification. The UK unregistered design right
could be smplified to work alongside the Community unregistered design right, and
obvious simplifications to make would be in relation to the definition of a “design”,
the licence of right provisions, spare parts provisions, and the standard of originality.
Considering that UK unregistered design law is not subject to Community
competence, and can be amended by primary legidation, the most straightforward
way to simplify the right would be to bring the above definitions into line with the
Community definitions. If this were done, there would be few reasons to keep a UK
unregistered design right at al, in view of the existence of the Community right. The
main reason for retaining the UK unregistered design if its definitions were
harmonised with the Community design would be to keep an extended term of
protection for UK unregistered designs.*°

However, there is arole for the UK unregistered design right in view of the lack of a
UK utility model. Often businesses rely on the unregistered design right to protect
original but nortinventive products, which don’t meet the requirements to be granted
a patents. This could provide a case against harmonisation and simplification.

Were the future of the UK unregistered design right to be reviewed, it would have to
be considered whether an intellectual property right is required to protect non
inventive functional designs. When making this decision, it would have to be clear
whether the benefits of unregistered design protection — that is, providing an incentive
to create new designs and protecting investment in those designs — are greater than the
burden placed on businesses having to navigate the profusion of intellectual property
rights in this area. It would also have to be clear that the exclusive protection provided
by unregistered designs is justified in the broader context of competition in the
designs market.

While the presence of the Community unregistered design would appear to suggest
that many aspects of the UK unregistered design are now redundant, and certainly
gives aclear case for review of the right and possible ssmplification, there is currently
insufficient evidence available to indicate whether the benefits of the UK unregistered
design outweigh its burdens. The Patent Office therefore welcomes the opportunity
provided by the Gowers review to study and assess this evidence.

1% 1t should be noted that, were the unregistered design provisions of the CDPA to be
amended, provisions for the protection of semiconductor designs would have to be retained
due to international obligations (TRIPS Article 3(1)).



Legal sanctions on IP infringement

(a) Are you aware of any inconsistencies or inadequacies in the way the law applies
legal sanctions to infringement of different forms of IP or to different circumstances?

(b) For example, should criminal sanctions on online infringement be the same as those
relating to physical infringement?

a) Some variation between the legal sanctions for infringement of different
intellectual property rights is to be expected; the various rights are different in nature
resulting in different penalties. For example, the often highly technical nature of
patent infringement, and the lack of a requirement for copying, means that crimina
sanctions are considered rarely appropriate.

Within these constraints, Directive 2004/48/EC, currently being implemented across

Europe, harmonises civil enforcement provisions in the EU across the P rights to the
extent that thisis possible. A further Directive and framework decision are currently

under consideration by the EU for harmonising criminal sanctions.

One areain which the UK law can be strengthened would be through the bringing into
force Section 107A of the Copyright Designs and Patents Act, which would place the
same duty on trading standards officers to enforce copyright protection as currently
exists for trademarks, and we are working with other government departments onthis.
However, it isimportant to ensure that this is done in the context of sufficient
resourcing and organising of such activities to enable it to make a difference on the
ground.

b) The penalties for some of the new offences under copyright law, relating to online
infringement, are lower than for other offences. This was due to the need to use the
European Communities Act when these offences were introduced which limits the
maximum penalties that apply. We have considered amending this so that the penalty
for online infringement would be the same as that for physical infringement. This
would be welcomed by rights holders.
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Coherence between competition policy and IP policy

(a) Has your organisation experienced any activity linked to IP rights that you regarded
as unfair competition?

(b) How did y ou deal with this problem?

(c) Was competition law effective at controlling this behaviour?

(d) Should competition law have a greater role to play in regulating IP?

(e) How would you see the system working?

Competition law needs to be able to deal with all forms of anti-competitive activity,
including those involving use of intellectual property rights, and we are not currently
aware of evidence that it isfailing to do so. There are also additional safeguards
within the intellectual property system, such as the availability of compulsory licences
or licences of right in appropriate circumstances.

It is aso important to ensure that competition law does not interfere with the
legitimate exploitation of 1P rights. One area of recent concern to some UK interests
was the revision of the European Commission’s Technology Transfer Block
exemption regulation, where some companies were concerned that there was not
enough of a“safe-harbour” for making legitimate contracts without running the risk
of a competition challenge.
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Parallel Imports / International Exhaustion

Background: European law does not allow firms to use trade mark or copyright law to
prevent their goods sold in one EEA Member State from being imported and resold in
another Member State — i.e. they are not able to segment the EU market. However
European law does allow the use of trade mark and copyright law to restrict the imports
to EU Member States of goods sold outside the EEA. It also specifically inhibits EU
Member States from legislating to remove such import restrictions at the national level —
so called “international exhaustion” of trade marks or copyright. There has been a good
deal of debate, both here in the UK and at EU level, about the costs and benefits of
removing restrictions on parallel imports. There is a further issue of firms taking
advantage of variations in prices on pharmaceutical products across the EU and
repackaging drugs bought cheaply elsewhere within the EEA to resell within the UK.
(a) Has your company been affected by parallel trade?

(b) What would be the impact on your organisation of a change in the current rules?

(c) What evidence is there of the costs and benefits, both for consumers and firms of
the current rules?

In 1999 the Trade and Industry Select Committee considered parallel imports in their
report on Trade Marks, Fakes and Consumers, and the government's view was set out
in their response, available from http://www.parliament.the- stationery-
office.co.uk/pa/cm199899/cmsel ect/cmtrdind/797/79702.htm . On 26" April 2001 the
UK and Swedish governments published a survey of international price comparisons.
This showed that consumers across the EU would benefit from reform of trade mark
laws.

The European Parliament adopted a report on a Commission working paper on trade
mark exhaustion in October 2001. The report called on the Commission to undertake
further work and to submit detailed proposals by end 2002. The Commission
published this paper May 2003, concluding that no legislative changes were

necessary.

The situation in Europe regarding proprietary pharmaceuticals is unusua in two
important respects. First, the market is highly regulated and products are subject to
strict safety and efficacy requirements. Secondly, the market for prescription
medicinal productsis far from free, prices being effectively controlled through the
state health care systems in most, if not al, European countries.

The second of these factors creates a strong incentive to parallel importers to buy up
drugs in a member state where they are artificially cheap and resell them in markets
where the prices are not so tightly controlled. Current thinking is that exhaustion of
rights does apply to patents in these circumstances, although there have been a
number of references to the ECJ on the question of whether it is fair to apply the
doctrine in its purest sense to this sector given the specia circumstances. Most of
these referrals have concerned trade marks, because national marketing approval rules
and language requirements mean that the products in question need to be repackaged
before they can legally be re-sold. Trade mark law can also obviously be applied
irrespective of whether a product is protected by a patent.
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Comparison of Feesfor Patents, Trademarksand Designs
1. UK Fees
Patents

The cost of obtaining and maintaining Patents in the UK is inexpensive compared
with many other countries. At current exchange rates UK Fees are comparable with
the Irish, Spanish, Swedish and Australian offices.

In Europe the Polish, Russian and Swiss offices are cheaper, whereas internationally
only Canada of the G8 has alower cost. However, Switzerland and Canada are only
cheaper if a patent remains in force for the full 20 years. (At 15 years Switzerland is
some £500 more expensive whereas the Canadians are only £11 cheaper.)

The EPO cost quoted is for a patent designating a single country. Designation Fees
are due per state at arate of €75 per state up to 7 states at which point all contracting
states are covered. This reduces the average cost per state but does not take account of
translation costs.

Trademarks

The picture on Trademarks is less clear. An initial view of the figures suggests that
the UK is expensive compared to other European offices. The headline figure for the
UK covers only one class whereas several European countries, Germany, Austria and
Finland, for example, allow for an initial application in three classes.

Designs

Aswith Trademarks it is difficult to draw any firm conclusions with regard to
Designs. Internationally, there does not appear to be much consistency as to what
constitutes a design or how long any protection should last. For example, the US has a
single 14 year period for an Industrial Design with al fees paid in advance. The Far
East by contrast has aregistration period of between 10 to 15 Years.

In Europe the UK Fee regime looks similar to that of the German office and OHIM.
Switzerland front loads the cost to the application stage but once renewals are taken
into account then the total costs are comparable to the UK, Germany and OHIM

2.  Renewal Fees

Patents

Renewal fees for patents with the exception of the US have an annual basis. This fee
may be steadily rising as in the UK but in some countries such as Switzerland the fee
remains constant.

The US has only three renewal fees paid at 3%, 7%2 and 11v2 years.
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The attached chart shows a general trend of renewal costs rising with time. It shows
that our renewal fees are in line with those other offices. The graph also shows that
renewal feesin Sweden and Denmark are substantially the same as most other
countries until after the 12™" year when the rate increases. Japan shows similar
behaviour until the 107 year.

Designs

The renewal fees of OHIM, Germany and the UK all appear to be similar showing
only asmall deviations. Of note is the approach adopted by the Australian, Swiss and
Spanish Offices where the renewal fee is not stepped but a fixed fee for all periods.

It is difficult to draw conclusions with the remaining offices since it is unclear if the
Design legidation is the same. The Far Eastern offices all appear to charge an annual
fee which rises over time. As an dternative the USA has no renewal fee, as adesign
has a single 14 year life span.

Trademarks

Trademark renewal fees are difficult to compare given that as with applications the
number of applicable classes varies with the National Office. However, one feature
that does appear to observable is the number of countries where the renewal feeis
inline with the total fee for granting the initial trademark. This appears to be the case
in the UK, Ireland, Denmark and Switzerland.

3. Online Discounting

Many offices alow discounts for online filing. Thisis particularly prevalent in
Trademarks were nearly all offices have discounted fees for applications and
renewals. In the case of the United States two online schemes are offered, TEAS and
TEAS Plus. As we understand it, TEAS Plus is very structured application system
where little allowance is made for error. Whilst TEAS is a standard online application
system . An incorrect TEAS Plus application reverts to a TEAS application with the
applicant becoming liable for a $50 fee.

A dlightly different approach can be seen in South Korea where a Patent application
made on paper attracts a per page fee.

4. Grant or Issue Fees

A number of offices have a grant or issue fee. This appears to be charged once al pre
grant formalities have been dealt with. It is unclear why this is done but one
consideration is that it would appear to allow the offices to maintain a standard
search/examination fee for all applications whilst ensuring some costs are met for
those applications that require the most work i.e. those that get through the process to
grant.
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5. Publication Fees

Publication fees are charged by several countries. These normally relate to the
publication of the application or granted application. It is difficult to see a patternin
these charges as they range from Finland who charge after 4 pages to the US where
charging starts at 100 pages.

6. Excess Claims Fees

A number of countries charge afee for claims. In the case of Japan the application fee
is a basic amount plus an amount per claim. In general the remaining countries who
charge an excess claim fee appear to charge on application for claims in excess of 10.
There are exceptions to this such as Russia which starts at 25 and South Korea where
charges are levied on a per claim basis at examination.

7.  Small Entity Fees

A number of countries reduce fees for small entities. The US and Canada both offer
50% discounts for these whereas Brazil and India offer 75% discounts. Current HMT
Rules preclude varying fees on the basis of size,

8. Clarity of Fee Structures
Aswill be apparent fee charging structures are complex. Whilst every effort had been
made to ensure the data recorded in the attached pages is accurate, we cannot be

certain as to what fees are due and at what stage. In this respect, the UK comes out
well as having a clear and easily understandable fee structure.

Attachments
1. Comparison of Patent Fees
a. Chart showing Cumulative Patent Renewal Fees
b. Chart showing Comparison of Grant and Renewal Fees by Country
c. Comparison of Total Patent Fees with UK.
d. Cost Profiles of Patents at 5, 10, 15 & 20 Y ears with UK.
2. Comparison of Trademark Fees

3. Comparison of Design Fees.
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Sour ce of I nformation.

The main source of information for each country or organisation has been their
respective website. In some cases where the office has conducted exchange trips,
particularly on Patents, colleagues in those offices have been approached and asked to
provide information. Where information was unclear, the respective office was
contacted by E-Mail or by telephone.

In the case of Russia information was obtained from Agents websites. It would appear
that although arouble price is quoted all fees are payable in US$.

Currency
All values in the attached table are in sterling. The exchange rate used was obtained

form www.oanda.com which is the site recommended on the overseas travel pages of
the Intranet.

Choice of Countries

The countries/organisations selected are considered to present a wide picture of fees
across the world. The G8 countries have been shown with the exception of Italy given
the recent discussions that renewal fees would be discontinued. Too have included
them would have presented a meaningless comparison with the other countries.

Brazil, China and India have been included as examples of a maor developing
economy.
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RELATIVE GROUNDS FOR REFUSAL — THE WAY FORWARD
INTRODUCTION
Summary and purpose of consultation

1. This consultation document deals with the issues that surround the way in which we, the
UK Trade Marks Registry, examine new trade mark applications on the basis of their potential
conflict with earlier trade mark applications or registrations. A detailed explanation of the
background to this matter, followed by a number of options to deal with the issues, is given
below.

Responding to the consultation

2. Aresponse form is attached at Annex A for your use. Once completed, please send it to the
address given below. Alternatively, a web based form is included in the electronic version of this
document held on the Patent Office’s web-site at www.patent.gov.uk; this can be completed
and submitted on-line. An e-mail address is also given below should you wish to e-mail your
views to us.

Louise White

Trade Marks Registry
Concept House
Cardiff Road
Newport NP10 8QQ

E-mail: relative@patent.gov.uk

3. We have adhered to the Government’s Code of Practice on Public Consultations (see
Annex B) in preparing this document. In line with the code, we would like to have your
responses by 17 May 2006.

4. Responses are welcomed from any individual or body especially from those who make
use of (or intend to make use of) the UK registration system. Copies of this document,
including large print versions, are available from the contact address given above. A full list of
the organisations and individuals being sent this document is given at Annex C.

Impact assessment

5. Given that this consultation contains a number of different options, a full regulatory impact
assessment (RIA) will only be produced when we have a clear picture of what option we
will take forward. At the relevant time, a draft RIA will be made available for comment by
our users and, when finalised, will accompany any legislation required to take forward the
preferred option. We will, nevertheless, refer to the major impacts of the various options when
commenting on the advantages and disadvantages of each of them.



Openness/Confidentiality

6. This is part of a review exercise, the results or conclusions of which may be published.
As such, your response may be made public. If you do not want all or part of your response
or name made public, please state this clearly in the response. Any confidentiality disclaimer
that may be generated by your organisation’s IT system or included as a general statement
in your fax cover sheet will be taken to apply only to information in your response for which
confidentiality has been requested.

7. Information provided in response to this review, including personal information, may be
subject to publication or disclosure in accordance with the access to information regimes (these
are primarily the Freedom of Information Act 2000 (FOIA), the Data Protection Act 1998 (DPA)
and the Environmental Information Regulations 2004). If you want other information that you
provide to be treated as confidential, please be aware that, under the FOIA, there is a statutory
Code of Practice with which public authorities must comply and which deals, amongst other
things, with obligations of confidence.

8. In view of this it would be helpful if you could explain to us why you regard the information
you have provided as confidential. If we receive a request for disclosure of the information we
will take full account of your explanation, but we cannot give an assurance that confidentiality
can be maintained in all circumstances. An automatic confidentiality disclaimer generated by
your IT system will not, of itself, be regarded as binding.

9. The Patent Office will process your personal data in accordance with the DPA and in the
majority of circumstances this will mean that your personal data will not be disclosed to third
parties.



RELATIVE GROUNDS FOR REFUSAL — THE WAY FORWARD
BACKGROUND
Pre-consultation exercise

10. Before issuing this consultation document we sought the views of our users through a pre-
consultation exercise, the aim of which was to gauge what were considered to be the strengths
and weaknesses in our current system. These views, together with our own, have enabled us
to put forward a number of options for the future of how we should deal with relative grounds. A
summary of the responses from the pre-consultation exercise is provided at Annex D. We will
also draw upon the information gained from the pre-consultation exercise when commenting
on the advantages and disadvantages of each option.

Objective

The objective of this consultation exercise is to identify any changes that may be
required to ensure that we have a system of national registration of trade marks
which provides a useful affordable alternative for those with business in the UK
to the registration of their mark as a Community trade mark. The system of
national registration which results from this exercise must also address certain
inequities and anomalies that are present in the current system, and must be
sustainable for at least the next 15 years without the need for a further review.

Overview of the existing system

11. Atthe moment, applications made to us for a national registration are examined to ensure
that the mark is distinctive, not offensive, and does not misdescribe the goods or services
for which registration is sought. These are known as the ‘absolute’ grounds for refusing
registration. In addition, applications for national marks are searched against records that
contain the details of all the trade marks that are protected in the UK. The records therefore
contain details of UK national marks, International Trade Marks! that have designated the
UK or the European Community for protection, and also European Community Trade Marks
(“CTMs”) that are registered at OHIM? in Alicante, Spain. The size and make-up of our search
files (together with other facts and figures) can be seen in Annex E.

12. If we find an earlier mark that we consider is likely to be confused with the new trade
mark, we will “cite” the earlier mark as a reason to refuse registration of the later trade mark.
Unless the applicant can persuade us that we have misjudged the likelihood of confusion or
can otherwise overcome our objection (for example, by gaining the consent of the owner of
the earlier mark), registration is refused on what are known as ‘relative grounds’. The owner of
the earlier mark does not have to ask us to do this, it is done automatically, whether or not the
owner of the earlier mark is concerned about the later trade mark.

Why is change being considered?

13. This above regime worked reasonably well for many years when registration in the UK was
the only way to protect a trade mark here. A single system of protection meant that there was
a level playing field and no possibility of different routes of protection with varying prospects
of success. However, the introduction in 1996 of parallel systems of international protection
has resulted in a curious situation in which it is now easier to gain protection throughout the
whole of the European Community than it is in the UK alone. This is because CTMs (which
provide rights in the UK) are examined in a different way to national applications. Although

1 Marks registered by the World Intellectual Property Organisation (WIPO) under the
provisions of the Madrid Protocol.
2 Office for the Harmonisation in the Internal Market (Trade Marks and Designs).

4



such applications are also examined on absolute grounds, a new CTM will only be refused on
relative grounds if the owner of any earlier mark opposes it. This means that unless the owner
of a national mark monitors the CTM register, he may find that another party has registered
the same or a similar mark as a CTM. Further, the possibility of by-passing an examination on
relative grounds at the national office by filing a CTM can and is used to circumvent objections
that have been, or are likely to be, raised by the national trade mark registry.

14. The CTM system has proved to be very popular (please see Annex E for a comparison in
the rates of filing between the UK and the CTM) and the rapid growth in the number of CTMs
has led to a situation where a) the chances of a new UK applicant obtaining a UK national
registration have decreased due to the large number of earlier protected CTMs, and b) it is
now just as likely that a national trade mark application will fail because of a relative grounds
objection based upon an earlier CTM (which has not itself been the subject of an examination
on relative grounds), as one based upon an earlier national trade mark. If there is no change
to the system of national registration, two thirds of the relative grounds objections raised by the
national office in five years time will be based upon earlier CTMs, and within ten years at least
three quarters of such objections will be based upon CTMs.

15. We think it important that there is a more equitable balance between applicants for
registration of a national trade mark and applicants for the registration of a CTM.

16. There is evidence that the different examination systems confuse businesses who do not
understand why the national office examines on relative grounds but OHIM does not.

17. We think itimportant that those seeking trade mark registration are able to easily understand
the different systems of registration, that any differences between them are justifiable, and that
the systems are complementary rather than contradictory.

18. The different but overlapping systems of registration also results in anomalies. For example,
there may be a number of very similar or duplicate trade marks on the Community register in
different ownerships (due to their respective owners not having opposed each other) all of
which are cited against the next national applicant for a similar trade mark for relevant goods
or services.

19. We think it important that the system provides a means of avoiding or at least overcoming
these anomalies.

The non-use issue

20. There is a further problem with the current system of examination on relative grounds.
Many trade marks are registered but unused. More still (probably the majority) are registered
in respect of more goods and services than they are used for. A trade mark registration is liable
to be revoked? if the mark has not been used for five years in respect of the goods or services
for which it is registered, and there are no proper reasons for such non-use.

21. The owner of an earlier trade mark is not allowed to rely upon his mark for the purposes
of opposing or invalidating a later trade mark if his mark was liable to revocation for non-
use. This is a feature of both the national and OHIM opposition and invalidation procedures.
The purpose of the rule is to prevent owners of defunct trade marks abusing their continued
registration by using them to bring opposition and invalidation actions against later marks.

3 A legal procedure for cancelling a registered trade mark.
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22. The Registrar’'s examiners have no knowledge of whether a particular mark is in use or
not. Accordingly, where an examiner identifies an earlier conflicting mark in a search, which
is over five years old, and bases an official objection on it, he may be raising an objection on
it that the owner of the earlier mark could not have properly raised himself. This appears to be
unfair to applicants for national registration.

23. It has been suggested that the existing provisions for revocation of trade marks is a
sufficient answer to this problem. We do not think it is for the following reasons. Firstly, filing
a revocation action adds to the applicant’s costs and causes delay. For example, applications
to revoke an earlier CTM have to be filed at OHIM in Alicante, currently take at least a year to
resolve, and the cost to the represented end user appears to be at least £1000, most of which
is not recoverable. Secondly, if the availability of revocation provisions was sufficient, there
would be no need for the additional restrictions on owners of unused marks bringing opposition
and invalidation actions based on them. Such restrictions are part of the legislative framework
and are widely supported by users.

24. Consequently, we think that the system of national registration must include provisions
which make it unlikely that the Registrar will refuse applications on the basis of conflicts with
earlier marks which ought not to be enforced because they are defunct.



OPTION 1

THE STATUS QUO

Advantages

25. Familiarity is an obvious advantage of maintaining the current regime. However, if the case
to change is strong then this aspect can have little influence. The main advantage perceived
by our users is one relating to the validity of registrations secured through the UK system.
This relates to the fact that a registered trade mark can be declared invalid on a number of
grounds, one of which is the existence of an earlier conflicting mark. If a registration has been
through an official examination on relative grounds then there is clearly less likelihood of this
happening.

26. Another advantage is the fact that the UK system does not place a burden on the owners
of earlier marks as the registrar will block a new national application if it conflicts with an
earlier mark. This may be of particular value to SMEs in particular, who may not be able to
afford repeated opposition proceedings and sometimes feel inhibited from asserting their rights
against large and wealthy opponents.

Disadvantages

27. There are number of distinct disadvantages of maintaining the status quo which combine
to make achieving a UK registration increasingly difficult. At the present time, of all the citations
raised against new UK applications, 50% are CTMs. This is aremarkable figure given that OHIM
have been accepting CTMs for less than 10 years. We can only predict that this percentage
will continue to increase if the status quo is maintained. This creates difficulties on a number of
fronts. First, the sheer number of potential earlier marks means that, if nothing is done, more
national applicants will fail an official examination on relative grounds

28. Secondly, the CTM system offers an alternative method of protecting a trade mark in the
UK without submitting to an official examination on relative grounds. An applicant who has
conducted a pre-filing search which shows one or more obstacles to the registration of his
new mark, and has taken a commercial decision that the risk of proceeding is worth taking,
therefore has the option of simply filing a CTM instead. The supposed levelling effect of national
examination on relative grounds therefore appears to be ineffectual.

29. Thirdly, the fact that new CTMs themselves are not blocked by earlier marks (unless
opposition is raised) means that the registers that have to be searched will often contain
a number of conflicting marks, possibly all in different ownerships, that will all block a new
UK application. These so called “overlapping” registrations mean that being able to gain the
consent of all of them can be very expensive, problematic and potentially wasteful. If any
one of the owners of the earlier marks fails to provide consent then the time and cost spent
obtaining consent from the other owners is wasted.

30. Fourthly, article 11(2) of the Directive* requires that an earlier mark cannot be used as a
basis of refusal under relative grounds unless it has been put into genuine use (basically in the
five year period from registration or an uninterrupted period of five years at any time following
that). In practical terms, this is currently dealt with by the applicant of the new application
making a claim for the formal revocation of the earlier mark and, if successful, so allowing the
new application to proceed. This has worked reasonably well when dealing with UK national
marks because the revocation procedure is dealt with by us, the UK Trade Marks Registry, in
a well established and easy to use mechanism.

4 First Council Directive 89/104/EEC of the Council, of 21 December 1988, to Approximate the Laws of
the Member States Relating to Trade Marks
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CTMs have not caused much of a problem in this area so far as only a relatively small
number of CTM’s have passed their five year milestone. However, more and more are now
passing this milestone and as the years progress this will of course increase. This will create
significant practical problems because an applicant wishing to revoke a CTM must launch their
proceedings at OHIM. This is problematic on a number of fronts; firstly, dealing with an office in
another country (Spain) is unlikely to be easy (particularly for SMEs), secondly, the language
of the proceedings cannot be guaranteed to be in English, thirdly, initial indications suggest
that revocation proceedings at OHIM are unlikely to be quick and, even if successful, the
applicant is likely to recover less of the cost of the action than is the case in national revocation
proceedings.

31. ltis clear from the Directive that earlier marks should not be enforced if they have not been
used. We feel that it is disproportionate and burdensome to require an applicant, particularly
SMEs, to start revocation proceedings at OHIM in order to avoid official objections from the UK
Trade Mark Registry based on defunct CTMs.

Summary

32. Although included here as an option it seems to us that there are good reasons to believe
that the status quo cannot be maintained for another 10-15 years. In order for the system to
remain workable and effective over this time period, it is necessary to introduce at least a
minimum degree of change in order to deal with some of the problems we have identified. Our
experience shows that it is SMEs who are the most disadvantaged by the current system of
official examination on relative grounds. They have less resource to fund the pursuit of multiple
consents and/or revocations. The position, as described above, will only worsen if no action is
taken.



OPTION 2
SEARCH AND CITE WITH NOTICE

33. This option is put forward as the minimum degree of change required to deal with some of
the more significant problems that exist with the status quo. We would continue to conduct an
official search and to cite any earlier mark that is in conflict. However, in certain circumstances
we would allow the application to proceed so long as the applicant notifies the owner of the
earlier mark. We see this notice system operating in three primary situations:

i) Overlapping registrations — where an applicant is faced with a number of earlier
registrations (in different ownerships) containing the same distinctive character as
each other and the mark applied for.

i) Where the earlier conflicting mark is itself junior to another relevant and existing
registration in the name of the applicant. Typically, this occurs when a CTM is
registered which conflicts with and postdates an earlier national registration in the
name of the national applicant. The applicant is usually seeking to register another
variation on the mark he has already registered here, but finds that a conflicting
CTM has been registered since he registered his first national mark.

iii) Marks liable for revocation — if a citation has been raised which has been
registered for more than five year then we will consider waiving it if the applicant
makes a claim that it has not been put into genuine use. The applicant will need to
state what steps have been taken to ascertain the status of the earlier mark; so long
as reasonable steps appear to have been taken (and no relevant use found) then
the citation may be waived on notice.

Advantages

34. This option maintains the perceived advantages of the status quo but in a way which
deals with some of its problems. A solution to the overlapping registrations problem will
assist applicants as they will no longer be required to obtain multiple consents to enable their
application to proceed.

35. The use of notification as a means of dealing with the situation where the applicant is the
owner of the most senior relevant mark will provide a means for the owner to avoid further
official objections based on intervening CTMs. Strictly speaking, the applicant should otherwise
be required to either seek the consent of the owner of the intervening CTM or else make an
application to OHIM to invalidate it. Either route is liable to cause the applicant delay and
cost.

36. This option also deals with the issue of revocable registrations and provides some
mechanism to ensure that earlier marks are not enforced unless they are in use. The mitigation
of these problems assists to make the process of achieving registration, particularly for SMEs,
less difficult than it would otherwise be.

Disadvantages

37. This option does not provide a complete solution to the congestion caused by the rapid
rate of growth of citable marks, particularly CTMs. These marks, as we have said, have not
themselves been exposed to an official examination on relative grounds, and furthermore
their owners may not necessarily be interested in the UK market. Thus, in the reality of the
marketplace, there may be no real conflict. Although applicants can continue to pursue consent
to deal with this, there is a cost to this, and it may be difficult negotiating with the owners of
earlier marks in other member states (which may be more distant following enlargement).



38. The way in which the problems of overlapping and intervening registrations and revocable
marks are dealt with under this option is not ideal. The decision on whether to waive, on notice,
overlapping registrations calls for a value judgement. This may be difficult to prescribe and,
thus, issues of consistency may arise. With regard to revocable registrations, the onus is on
the applicant to effectively demonstrate a negative (i.e. hon use of the mark) which can be
difficult. Furthermore, relying upon the applicant’s own investigations of the extent of the use
of earlier cited marks to determine whether an official objection should be waived on the basis
that a notice will be sent to the owner of the earlier mark, could result in some applicants taking
a selective approach to their investigations.

39. Finally, having different approaches to different categories of earlier mark will no doubt
bring additional complexity, and with it less certainty of approach, to the registration system in
the UK.

Summary

40. Although this option is undeniably better than the status quo, it does not deal with all of its
problems. We believe that this change to the system of examination on relative grounds will
make the system sustainable in the short to medium term, but as the proportion of earlier cited
marks which are CTMs continues to grow the fundamental tensions between the national and
Community systems of trade mark registration will continue and national applicants will face a
harder time achieving registration than those seeking protection at Community level.
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OPTION 3
SEARCH AND CITE WITH NOTICE COUPLED WITH A PROOF OF USE REGIME

41. This option is similar to option 2 in terms of how the problem of overlapping and intervening
registrations will be dealt with (i.e. via notice) but will deal with the problem of revocable
registrations in a different way. If an application has cited against it a registration that has
been registered for more than five years, the applicant will be able to call upon the registrar
to show that it is not susceptible to revocation for non-use before it is enforced. In practical
terms this will mean the registrar having to contact the owner of the earlier mark and asking
them to provide evidence about the use that has been made of it. If evidence of use is provided
within the time period allowed then the citation would be maintained (or at least to the extent
justified by the use) but if no evidence of use is provided then the application will be allowed
to proceed.

42. The registrar would thus simply be seeking the owner’s assistance in establishing whether
there is a proper basis on which to enforce the earlier mark. However, as the proceedings at
that stage are between the applicant and the registrar then no question of costs can be raised
against the owner of the earlier mark. Nor can there be any issue of estoppel preventing the
filing of an opposition to the new application even if the owner did not file any evidence of use
(or filed insufficient evidence). We could also introduce a mechanism allowing the evidence
filed on one case to be considered in the context of another in order that the owner is not put
to this trouble and cost unnecessarily.

Advantages

43. This option retains the advantages of option 2 but deals with the issue of revocable
registrations in a more balanced way. There is no burden on the applicant to prove a negative
and, furthermore, the more formalised procedure will prevent any possible abuse of the system.
The system retains a provision whereby the owners of earlier used marks who object to the
registration of a later trade mark can rely on the registrar to enforce their trade mark without
them having to start opposition proceedings.

Disadvantages

44. Some of the disadvantages of option 2 (relating to the size of the register and the necessary
value judgement to deal with overlapping registrations) remain. An additional disadvantage is,
however, introduced, namely, a system that requires the owner of an earlier mark to demonstrate
use is a more burdensome, complex and potentially costly regime than exists now.

45. However, this argument must be balanced by the fact that marks falling into this category
may be the subject of separate revocation proceedings (to overcome citations in a “search
and cite” regime). Furthermore, in the absence of official examination on relative grounds,
opposition and invalidation proceedings would be necessary to enforce earlier trade marks.
These require a statement (and, if challenged, proof) of use of the earlier mark. Looked at this
way, this is not a new burden, but merely a re-positioned one. In any event, any increase in
the burden on existing trade mark owners would appear to be justified if the alternative is the
mechanistic enforcement of rights, at least some of which ought not to be enforceable at law.

Summary

46. Again, we consider this to be better than the status quo and although it is more burdensome
for existing trade mark owners, it is a fairer and more equitable system than the one we have
now. Having said that, the additional bureaucracy it would create would tend to make the
national system of registration more complex than the systems used in most other countries or
at OHIM, and probably more expensive to use than it is now.
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OPTION 4
SEARCH AND NOTIFY (THE APPLICANT ONLY)

47. We would conduct a search of the register and would notify the applicant for registration of
any earlier marks that conflict with it. We would not, however, raise any official objection. The
applicant would then make an informed decision, in the knowledge of the state of the register,
as to whether they should proceed forward to publication.

48. The search we conduct would be thorough and the results well focused. We would only
notify the applicant of genuine conflicts; there has been concern that a regime such as this
would be characterised by a “belt and braces” list of any potentially conflicting marks. We are
adamant that this will not happen as doing otherwise would undermine the value of the system.
Indeed we would expect to have improved further the quality of the official search so as to
provide better targeting of the scope of any likely objections.

49. The regime as described above departs from a paper based assessment of conflict as we
have now, to a more market placed assessment made by the owners of the respective marks;
we will only refuse a mark on relative grounds if the owner of an earlier conflicting mark is
concerned enough by the later marks prospective registration to file an opposition. In view of
this, we also intend to introduce a requirement that any opponent wishing to rely on a relative
ground must have a proprietary interest in the earlier mark or right to be relied upon. The same
requirement would also apply in relation to requests to cancel a registered mark on the basis
of an earlier mark or right. To do otherwise would mean that a third party could utilise someone
else’s earlier mark or right against an actual or proposed registered mark even though the
owner of the earlier mark or right is or was content for the later mark to be registered. This
would create too much risk of the later trade mark being subsequently held to be invalid and
would therefore undermine the regime described above.

Advantages

50. The pre-consultation exercise highlighted that commercial watching services® are not
greatly utilised despite being quite affordable. This is unsurprising in relation to the UK system
as we currently refuse later conflicting marks. However, against the CTM system operated by
OHIM this is surprising given that a new application will only be refused on relative grounds if it
is opposed successfully by the owner of the earlier mark. This suggests to us that most owners
of national trade marks are more likely to employ a “wait and see” strategy and take action
only in the event of actual conflict in the marketplace, rather than to embark upon a strategy of
pre-emptive oppositions.

51. Adopting a “wait and see” strategy makes sense for a number of reasons. Firstly, if they
are indeed the owner of an earlier mark, they will, of course, be able to take invalidity action
should the need arise unless, of course, they have acquiesced in the knowledge of the use of
the earlier mark in the marketplace for a period of five years. Furthermore, the proportion of
marks that only really conflict on paper (due to the broad specifications of many marks) is now
very significant and the situation is getting worse.

52. Inview of the above, the fact that we will notify the applicant of any conflicting marks mean
that he is fully aware of the validity of any subsequent registration secured. The subsequent
registration is thus as valid as the applicant knows it to be. If the applicant receives a report in
which no earlier marks are identified then the subsequent registration must surely be as valid
as one secured through a search and cite regime. The defence set out in section 11(1) of the
Act that the use of one registered trade mark cannot infringe another would still apply.

5 services offered to existing mark owners that watch accepted new applications in order, ultimately, to
lodge oppositions
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53. On the other hand, if the applicant has chosen to proceed in the face of advice as to the
existence of apparently conflicting marks then the applicant has made a commercial decision
taking account of the risks presented by the existence of earlier apparently conflicting marks
but also the result of knowledge or enquiries as to the actual trade of the owners of those
marks. This is essentially a risk assessment and the applicant must therefore be fully aware
of the risks associated with proceeding with the registration and use of the mark. These may
include his application being subsequently declared to be invalid, in which case the defence
under section 11(I) would cease to apply by virtue of section 47(6). The ability to make an
informed choice on the basis of this information is, we feel, a major advantage of this option.

54. This option provides a balance which makes it easier and less burdensome for an applicant
to secure a registration in which he believes that the risk of actual conflict with an earlier mark is
small, yet it maintains the rights of existing trade mark owners to launch invalidity proceedings
if the marks do come into conflict in the marketplace.

55. For owners of earlier marks who are keen to ensure that conflicting marks do not secure
a registration, they can, of course, continue with the watching services that they no doubt
already employ to monitor the Community Trade Mark Register and extend this to also monitor
the national register.

Disadvantages

56. The pre-consultation exercise highlighted opinion that the degree of validity in a mark
secured through a search and cite system would be higher than that secured through a search
and notify system. For the reasons given above, we do not believe that these fears are well
founded. Nevertheless, there may be a perception that a UK registration is worth less.

57. The registrar no longer policing new applications for earlier marks and the subsequent
onus placed on the owners of earlier marks is a disadvantage to those who own an earlier
conflicting national trade mark, are using it, and wish to see it enforced against later conflicting
national applications without having to bear the cost of opposition proceedings.

Summary

58. The disadvantages of the status quo have already been identified and this option will
dispense with them immediately. The disadvantage for owners of existing national trade marks,
particularly for SMEs, of having to oppose later national marks, or of relying upon a “wait and
see what happens in the marketplace” approach does not, in our view, outweigh the benefit of
the proposed change to new applicants in circumstances where a) the proportion of unused
and only partly used marks on the registers is higher than ever, and b) the parallel system of
CTM registration already provides a means of circumventing the national system of official
examination on relative grounds for those who can afford the cost of a CTM.

59. New applicants who secure a registration will be doing so in the full knowledge of the
likely risks attached to the validity of any subsequent registration. We feel that a commercial
risk assessment by the applicant and his advisors is preferable in current circumstances to
the notional face-of-the-register based analysis and blocking system that is undertaken in our
official examination on relative grounds.

60. Owners of earlier marks can still enforce their registrations through opposition and invalidity
proceedings. Asking them to make a positive step before their rights are enforced creates a
more balanced marketplace based regime reflecting real and likely conflict as opposed to
notional paper based assessments.
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OPTION 5
SEARCH AND NOTIFY (APPLICANT AND EARLIER MARK’S OWNER)

61. As in option 4, this option places the onus on the applicant to make an informed decision
on whether the application should proceed. The registrar would not raise any objection based
on the existence of earlier marks. However, in this option we would also notify the owners of
any earlier marks that we have advised the applicant that may be in conflict. This will alert the
owners of these marks to the prospective registration of the application and thus allow them to
lodge an opposition. Receiving such notifications could be made optional.

Advantages

62. As in option 4, this has the significant advantage that the problems of the status quo are
immediately relieved. When compared to option 4, this option is more likely to be of use if our
assessment of the “wait and see” strategy is incorrect. If the majority of existing mark owners
would prefer a mechanism to allow them to enforce their marks before registration then this
option is advantageous. We have already discussed the balancing act between a “search
and cite” regime and a “search and notify” regime in relation to option 4 which applies equally
here.

Disadvantages

63. Clearly, a requirement on the owners of earlier marks to enforce their registrations
themselves (as opposed to relying on the registrar to do it for them) creates additional burden.
More national oppositions will no doubt be filed as a result of a move to this option although
judging by the limited take-up of watching services covering the CTM, the increase in the
number of oppositions is unlikely to bring the proportion of marks opposed to anything like the
18-20% figure experienced at OHIM.

64. Although the need to file opposition to enforce an earlier mark is a disadvantage, we
would highlight the changes to the opposition procedure that were introduced in 2004 which
means that the burden is not as high as in other jurisdictions. The introduction of a preliminary
indication means that many opposition cases based on earlier conflicting trade marks are
no longer the subject of a full blown opposition procedure. Also, the introduction of a proof
of use regime into the opposition procedure has prevented the filing of abusive oppositions
and ensures that earlier marks are only enforced to the extent that they have been used (so
meeting the requirements of Article 11(2) of the Directive).

65. Notifying the owners of earlier marks could be a disadvantage if this leads to the stoking
up of unnecessary and unsuccessful oppositions. We therefore believe that this option would
require us to further improve the quality and targeting of the official search if this disadvantage
is to be avoided.

Summary

66. As with option 4, we believe this option to be more a more balanced mechanism than the
status quo or any other form of “search and cite” regime. It provides an easier route for new
applicants (particularly when considering the increasing difficulties they will face with the status
quo) yet permit the owners of earlier marks to enforce their marks when required through an
easy to use opposition system.

6 Approximately 40% of oppositions that are based on conflicting trade marks do not proceed to full
blown opposition.
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RECOMMENDATION

67. When we last consulted on this issue in 2002 we recommended a model similar to
that of option 4. We are of the same view now. We are not simply sticking to our guns. We
have approached the matter with fresh eyes and have re-assessed the position, taking into
account how the landscape has changed and the feedback received from the pre-consultation
exercise.

68. We believe that the status quo cannot be sustained over the 10-15 year period that
this review is intended to cover. The difficulties that are being faced by new applicants are
significant and these will worsen with time. Whilst we can keep a “search and cite” regime,
subject to various tweaks to deal with the most glaring problems, we do not believe that this
will resolve the fundamental tension between the national and CTM systems. As the number
of overlapping registrations and revocable CTMs increase we will face a position where, if we
were to adopt option 2 or 3, a significant proportion of the citations we raise will be waived on
notice and/or be the subject of a proof of use requirement. Whilst this is better than having no
mechanism at all to deal with these problems, this will add to the complexity and cost of the
current search and cite regime. These matters, coupled with the rapid growth in the size of
the registers of citable marks, particularly the CTM register, suggest to us that a more radical
answer is needed.

69. This is why we recommend option 4. It permits a regime that will not cause unnecessary
difficulties for applicants, gives applicants the option of making a commercial risk assessment
about the wisdom of proceeding with an application when there are earlier conflicting marks,
yet still allows owners of existing marks to enforce them whenever they wish and have a
legitimate legal basis for doing so.

70. Option 4 is preferred to option 5 as we believe this represents the regime most likely to be
operated by the majority of our users (primarily SMEs). From the intelligence we have about their
approach to the CTM system, we believe that they will mostly adopt a marketplace assessment
of conflict before incurring legal costs in adversarial actions. We therefore believe that this
option is most useful to the majority of our users, and is sustainable and cost effective.
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ANNEX A

RESPONSE FORM

Are you responding on an individual basis or do you represent a group or
organisation?
If you are representing a group or organisation, please tell us who.

2) If you wish to do so, say why you have come to that conclusion.

3) Is there anything that could be built into your preferred option to make it more
attractive?

4) Do you have any other comments?



ANNEX B

General Principles of Consultation

This consultation is being conducted according to the Code of Practice on Written Consultation
issued by the Cabinet Office (available from the Cabinet Office web site ). This recommends
the following criteria:

1.

Consult widely throughout the process, allowing a minimum of 12 weeks for written
consultation at least once during the development of the policy.

Be clear about what your proposals are, who may be affected, what questions are
being asked and the timescale for responses.

Ensure that your consultation is clear, concise and widely accessible.

Give feedback regarding the responses received and how the consultation process
influenced the policy.

Monitor your department’s effectiveness at consultation, including through the use of
a designated consultation co-ordinator.

Ensure your consultation follows better regulation best practice, including carrying out
a Regulatory Impact Assessment if appropriate.

Comments about the consultation process

If you have any comments or complaints about how this consultation process is being
handled, please tell the Patent Office’s Consultation Co-ordinator, who is:

Maria Ciavatta
Consultation Co-ordinator
The Patent Office
Concept House

Cardiff Road

Newport

NP10 8QQ

Tel: +44 (0)1633 813741
Fax: +44 (0)1633 814509
E-mail: Maria.Ciavatta@patent.gov.uk




ANNEX C
List of consultees

The following is a list of organisations and individuals to whom a copy of this consultation
document has been sent. It is also available on the Patent Office website and can be viewed
and commented upon by anyone accessing it:

The Council on Tribunals

The Law Society

The Law Society of Scotland

The Bar Council

The Institute of Patentees and Inventors

Trade Marks, Patents and Designs Federation
Confederation of British Industry

University of London, Queen Mary

British Retail Consortium

Incorporated Society of British Advertisers

Chartered Society of Designers

Chartered Institute of Patent Agents

Institute of Trade Mark Attorneys

Association of British Chambers of Commerce
Consumer’s Association

National Consumers Council

Federation of Small Businesses

Licensing Executives Society

International Federation of Industrial Property Attorneys
International Chambers of Commerce

Association of the British Pharmaceutical Industry
Intellectual Property Institute

London Chamber of Commerce and Industry

Institute of Practitioners in Advertising
Anti-Counterfeiting Group

Intellectual Property Lawyers Association

British Brands Group

Patent and Trade Mark Group, Institute of Information Scientists
The Patent Judges

The Intellectual Property Sub-Committee of the City of London Law Society
British Pharma Group

The British Agrochemicals Association Limited

British Generics Manufacturers Association

British Library

Centre of Research for Intellectual Property & Technology (SCRIPT)
EC Laws Committee - LES Britain & Ireland

The Appointed Persons



ANNEX D
Pre-consultation exercise — summary of findings

Between July and October 2005, the Trade Marks Registry carried out a pre-consultation
exercise in relation to the future of the examination on relative grounds for refusal. The aim of
the exercise was to tease out the relevant issues and to obtain feedback on the system as it
stands with a view to conducting a formal consultation early in 2006 which fully and accurately
reflects the interests of users.

This report summarises the views of respondents as to the advantages and disadvantages of
the current UK system and highlights their opinions on some of the issues that are relevant in
deciding if the current system should be retained.

What is the value of the current system and for whom?

Some respondents felt, to varying degrees, that the current system is still of value. Most agreed
that the current system provides greatest value to SMEs as it reduces expense and reduces
the need for monitoring of marks. The provision of a search also justifies the initial outlay for
SMEs. A free policing service in this regard is seen as an appropriate role for the Registry if
the UK system was to change.

A number of respondents also stressed that a UK registration is a “strong” right with a high
presumption of validity — without this, larger companies would seek a CTM registration only. A
“secure” right encourages businesses to file in the first place and acts as a deterrent to later
filers. It is also seen as a sound basis for a Madrid application due to the thorough search
undertaken. The certainty incumbent with securing a strong right was highlighted as another
important factor.

Additional points raised:

e There was concern amongst some that section 11(1) would be abolished along with
relative grounds examination

* The system is also beneficial to newcomers —i.e. a clean register

» Letters before action based upon a UK registration certificate are effective —situation
would be different if there was a less vigorous examination regime

Some respondents felt strongly that there was no longer any value to the current system — this
was because of OHIM and the expense now caused to clients.

Watching the Register

Overall, the number of trade mark holders utilising a watching service to watch CTMs was small.
Where watching services were employed they tended to be employed by larger companies.
The cost of follow-up action was suggested by many respondents as a reason for the low
rate. Some suggested that smaller firms prefer to react to an actual conflict rather than to pre-
emptively oppose applications.

Value of the official search

Most professional representatives carry out their own clearance search or utilise the Trade
Mark Registry’s Search and Advisory (SAS) service. This is because the official search comes
too late in the process to be of use and that the real issue is knowing whether a mark is free
to use rather than merely free to register. The official search is also seen by some as too
inconsistent and not wide enough. For others, the official search was very important as it is
done quickly. A fast track service for searching would be advantageous for those who do rely
on the official search.



Unrepresented applicants are more likely to rely on the official search. However, some utilise
the SAS service or the office’s search facilities (e.g. the on-line search facility).

Whether/Where to file

The primary factors influencing whether and where to file were commercial considerations
and client needs — geographic spread of the clients business together with the speed and cost
of the respective services. Some firms advise a client to take the CTM route (irrespective of
scope of business) where pre-filing searches reveal conflicting earlier marks.

Some stated that they simply preferred to use the UK office as it provides a better and faster
service. For others, reduced likelihood of facing opposition did have some influence, but the
geography of the business was still the main factor.

Proof of use

Whilst some felt that it was undesirable for the Registry to object without knowing if the earlier
mark is revocable for non-use others felt that the present system works well.

It was emphasised that any new system should not be overly bureaucratic, burdensome or
costly for brand owners (particularly SMESs). On the flip side, some stressed that the current
system is already burdensome in requiring an application for revocation — this entails significant
expense for small businesses.

Some respondents felt that the Registry should be more receptive to evidence from the applicant
that an earlier mark is not in use, while others then questioned whether this would mean
informing the earlier owner and asking for submissions/evidence. Others suggested that the
Registry could ask for use on a mark that is over 5 years old before citing. Some respondents
were opposed to any use procedure occurring at examination stage, suggesting instead that
the Registry follows the US model which requires a statement of use upon renewal.

Consent
Expensive consents are rare and the threat of revocation is often used as a tool to lever it. Cost
can however become a problem when dealing with numerous cited marks. Other difficulties in

obtaining consent were identified as:

* some nationalities appearing to be adverse to allowing the request or simply
misunderstanding the request;

* Not being able to gain a response to a request;
e The cost of investigating earlier use;

 Where earlier rights holder cannot be contacted or the company has gone into
liquidation

e CTMs more complicated and costly — translation costs. Problem will worsen with
expansion of the EU

Most respondents felt that owners of earlier marks were fair when deciding on the costs of
providing consent. However, some felt that excessive fees were being charged and that arequest
for consent was seen by the owner of the earlier mark as a money making opportunity.



Notice
A number of respondents agreed that waiving citations on notice was a viable option and could
be particularly useful in relation to CTM marks. There was, however, caution expressed about
taking such an approach; comments include:

» Should not be overly bureaucratic and involve mounds of paper

* Should not follow the system used by OHIM

» Should not create unnecessary and confusing options

» Could create similar risks to consent

* The reality of market place should be a paramount consideration

* Notification should only be sent to the owners of the earlier marks which are genuine
citations — i.e. after a Hearing or discussion with a Hearing Officer

It was generally agreed that notification could help where:
- already duplicate, overlapping rights

- citation pending a long time (although some caution was exercised over this
situation)

- citation borderline
- evidence earlier mark unused and over 5 year old
Enforcement of Private Property Rights —who should be responsible?
There were mixed views on who should enforce the rights of trade mark owners. Those who

felt the Trade Marks Registry should continue to “search and cite” said that this was particularly
beneficial for SMEs.



ANNEX E - Facts and Figures

Volumes

The number of national and Community trade mark applications over the last few years is
shown below:

Year 2002 2003 2004 2005
(projected)

UK* 36007 34096 34756 35500

OHIM* 45104 57637 58848 65000

*includes designations under the Madrid Protocol

The make-up of the UK Redqistry’ search files

The search records currently contain details of 950k earlier trade marks. Just over 60% of
these are national marks or international marks protected in the UK. Nearly 40% are made
up of Community trade marks. These trade marks are together registered for (or applied for
protection for) goods and services covering a total of 1.9m classes. Over half (50.5%) of these
classes are accounted for by Community marks.

43% of the relative grounds objections raised by the UK Registry are based upon earlier
Community marks. In 2001 the figure was less than 30%.

Proportion of Applications Refused on Relative Grounds

30% of applications made to the UK Registry attract objections on relative grounds. The vast
majority of these objections are raised by the Registrar during examination. In 2004, 2586
national applications were finally refused on relative grounds. This represents approximately
7% of all national applications.

18-20%** of applications for Community trade marks are opposed, all on relative grounds.
Approximately 2%** of applications are finally refused on relative grounds.

** information provided by OHIM
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Country Notes - Designs

Australia

USA

Germany
Poland

Switzerland

Canada
Japan

South Korea

Russia

China

Discount for online application.

Small Entitty Fees are 50% of shown fee

Application Fee for applications > 100 sheets $250 per 50 sheets
No renewal Fees as application covers one 14 year period.
Online application attracts a €10 discount

Issue fee includes fee for first five years ZI 400 + ZI 60 Publication fee

Publication fee is in Black and White
For Colour SFr 50 is charged

Can$10 excess fee for each page of drawings in exces of 10
Renewal Fees are paid annually.

Online Filing attracts a 10000 won discount
Renewal Fees are paid annually.

Design renewal fees are for 3-4, 5-6, 7-8 and 9-10 years.

Renewal Fees are charged annually.
Years 1-3 Yuan 600

Years 4-5 Yuan 900

Years 6-8 Yuan 1200

Years 9-10 Yuan 2000



Notes

Community Registered Design Applications: OHIM (see glossary) began accepting
and examining applications in April 2003. The effect of thisin the UK isthat UK
domestic design applications have fallen by approximately 60%.

Community Trade Marks Applications: OHIM (see glossary : OHIM) began
accepting and examining applications in April 1996. Community Trade Marks
applications have not adversely affected the demand for domestic UK trade marks
application

International Applications : (see glossary) These can in effect be seen as
applications that otherwise would have been made “domestically” in the UK. This
means that each international application takes the place of a domestic application.
Note: We anticipate a downturn in international applications as aresult of OHIM
(see glossary) joining the Madrid Protocol (see glossary) in October 2004, although so
far this has not worked through.

Multiclass application: A Trade Marks application for more than one class of goods
or services (before 1994 Trade Marks applications were not multiclass).

Service Marks: (see glossary) Service Marks were introduced in the UK in late 1986.
In the first year 13198 Service marks applications were received which represented
34% of total applications received that year.

Trade MarksAct 1994 (see glossary) : One of the significant changesin legidation
was that an applicant can make a Multiclass application.(see multiclass application)

TradeMarksFees: TM fees were amended in October 1998 . The cost of an
application reduced from £225 to £200. The cost of each additional class over and
above the original lead application reduced from £125 to £50.

Additional Note

The number of live marks /designs on the Register are :

Domestic Trade Marks 490,000
International Trade Marks 65,000
Designs 62,000

Glossary of terms

Community Registered Design Application: An application for Community wide
Design rights ( an application may be for multiple Design rights whereas a domestic
application to the UK Officeisfor asingle design)

Domestic application : Application requesting registration of Trade Marks or
Designsrights in the United Kingdom.



International Application: An existing Trade Mark right in a signatory state of the
Madrid Protocol where the Trade Marks' rights owner designates another country (in
this case the UK ) for protection ( registration ) of his Trade Mark rights.

Madrid Protocol : The agreement by which an existing Trade Mark right in one
country may be designated for protection in another by filing an application at the
World Intellectua Property Organisation ( WIPO ) who conduct a formalities check
before forwarding the application to the designated country who then performs an
examination for registrability.

Private Applicant : An applicant for a Trade Mark or Design who is not represented
by a Trade Marks/Designs Agent. Private Applicants are typically small
businesses/ SMEs.

OHIM ( Office for Harmonisation in the Internal Market ). The receiving and
examining Office for applications for community wide Trade Marks and Designs
rights.

Service Mark : Since 1986 a Trade Mark application for registration may be applied
for services aone or in addition to an application for goods eg trade marked goods
may be a garage selling motor vehicles and the trade marked services may be repair
services performed by that garage.

Trade MarksAct 1994 : The existing Trade Marks law introduced on 31 October
1994,
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