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Grace Period

By Peter Flanagan

The public disclosure provisions in the Leahy-
Smith America Invents Act (signed into law
September 16, 2011) may surprise many who
believed that the passage of the Act would
make the US a “first to file” jurisdiction. Under
the Act, public disclosures can either block or
aid an inventor who wishes to file a patent
application. Thus, the public disclosure
provisions may lead to cases where the “first
inventor to file” may not receive a patent.
Companies will need to adjust their strategies
to address public disclosure issues.

Traditionally, inventors had one year to file an
application in the US if there had been any
prior public disclosure of the invention. Even if
several inventors had independently invented
the same invention, the question to be
resolved was who invented first (as long as
they filed within one year of the public
disclosure).

Under the new law, inventors will have one
year from the date of public disclosure to file
an application anywhere in the world, and
then an additional year from the date of that
application’s filing to file a US application. This
change especially helps inventors in countries
where the inventor must obtain government
permission prior to filing in the US. Such
inventors will be able to significantly delay US
filing, if necessary.

A critical question under the new law is the
identity of the person who disclosed the
invention. Traditionally, the person publicly
disclosing the invention was largely irrelevant.
Now, the person who disclosed the invention
can determine whether the first-to-file role
applies at all.

The grace period for filing only exists if the
disclosure is made by the inventor, a joint
inventor, or another who obtained the subject
matter disclosed directly or indirectly from the
inventor or joint inventor. In other words, if
someone else independently publishes the
invention, there is no grace period with
respect to that publication and someone who
has independently invented may be cut off
regardless of whether he or she is the first to
file.

This law encourages public disclosures by
innovators, both inside and outside the patent
system. Innovators who have no desire or
cannot afford patent protection can publicly
disclose their inventions, thereby preventing
anyone else from obtaining a patent on the
same invention. On the other hand,
innovators who realize that they have a
valuable innovation can seek patent
protection at the earliest possible opportunity.

An inventor’s public disclosure can be both a
sword and a shield. The inventor’s own public
disclosure can prevent anyone else from
obtaining a patent on the invention. On the
other hand, the inventor’s own public
disclosure can also protect the inventor
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against an independent third-party publication,
within the one-year grace period.

Thus, for example, if an inventor publishes his
invention and then an independent party
publishes the same invention subsequently,
the independent publication will not prevent
the inventor from obtaining a patent within
one year of the inventor’s own publication.
However, in this scenario, had the inventor
not made his own first publication, the other
publication would have prevented him from
obtaining a patent.

Likewise, an inventor may publish his
invention, and then an independent party may
be the first to file a patent application
(subsequent to the publication). The fact that
the inventor’s patent application filing is not
“first” will not prevent the inventor from
obtaining a patent, as long as it is within one
year of the inventor’s own publication.
However, in this scenario, had the inventor
not made his own first publication, the first
patent filing would have prevented him from
obtaining a patent.

It would be a mistake to assume that rushing
to publication is always the best response to
this double effect of early publication. While a
one-year grace period exists under US law,
many other jurisdictions still require absolute
novelty, meaning that a public disclosure prior
to patent filing costs the inventor his patent
rights in those jurisdictions. Since a US patent
is limited to the US, the inventor’s rights in
other places, such as Europe, may be lost,
even if a US patent is obtained.

Additionally, filing a patent application
immediately has advantages over publicly
disclosing the invention immediately, even if
only US patent protection is of interest. If only
US patent protection is of interest, the patent
prosecution can be conducted in secrecy, and
public disclosure can be reserved for when a
patent is granted. If no patent is granted, the
invention can remain a secret.

Alternatively, if protection is desired in other
countries, publication of the patent application
can take place 18 months after the filing date
of the patent application. Thus, public
disclosure can be effectively delayed for a
year and a half by filing a patent application,

as opposed to simply publicly disclosing the
invention.

A third approach is to file a provisional US
patent application. A provisional US patent
application can sometimes be prepared more
rapidly and without as much attention to the
formalities that are required of a regular “non-
provisional” patent application. Moreover, a
provisional US patent application remains
secret for a year, during which time the
inventor has the option of filing a full patent
application.

There are also other possible strategies. If a
person files a patent application in another
country, that application may become
published after 18 months. Once that
application is published, if that is the first
publication, the law arguably permits the
inventor to file a patent application (in the US
or elsewhere) on this same subject matter
within one year of the date of publication of
the earlier patent application. The new
application would not have the priority of the
original application, but the original application
would not prevent the inventor from obtaining
a patent (under one interpretation of the
statute).

This leads to a final consideration. From both
offensive and defensive standpoints under the
Act, a US patent application is the best patent
application. A foreign patent application can
be useful for stopping others from obtaining a
US patent, but this usefulness is enhanced if
a US patent application is also filed. A foreign
patent application by itself is considered to be
“prior art” as of the date is published, unless a
corresponding US patent application is filed.
When the US patent application is published,
the foreign patent application becomes prior
art on the day it was filed. This can provide a
significant benefit in terms of blocking one’s
competitors, as opposed to simply pursing a
foreign-only patent regime.

In conclusion, the Act provides a strong
incentive for companies to file patent
applications as soon as possible. If they
cannot afford to file a patent application,
disclose the subject matter of the invention to
prevent others from obtaining a patent on the
invention. Ultimately, decisions about whether
or not to file a patent application, defensively
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publish or maintain a trade secret should be
discussed with your patent attorneys.

Premier League
Broadcasting Case

By Will Sparks and Brian N. Hartnett

Territorial Restrictions on
Broadcasting Rights: What’s the
Score?

In October 2011, the European Court of
Justice (ECJ) declared the enforcement of
broadcasting rights that segment television
markets along national lines to be
anticompetitive and irreconcilable with EU
rules on free movement. The judgment could
have significant implications for rights holders,
broadcasters and other media interests and
affect how media content, from movies and
music to e-books, is licensed, distributed and
enjoyed by the public may change
significantly.

The Background to the Dispute

English football’s Premier League, like many
national and international sporting bodies,
licenses the rights to broadcast its matches
on a territorial basis. Broadcasters bid for the
exclusive right to show games in a given
country, and in return are obliged to make
sure their coverage is not seen elsewhere by
encrypting their satellite signal and only
supplying decoder cards in their country of
broadcast.

To the concern of the Premier League, a
small but growing number of UK viewers use
foreign decoder cards to access channels
showing the same matches as BSkyB, the UK
licensee, but charging less. Recognizing that
this could undermine the territorial exclusivity
for which broadcasters pay a substantial
premium, the Premier League brought test
cases against a group of pub landlords
showing matches on television in Greece and
the companies selling the decoder cards.
When the Premier League won both civil and
criminal actions at first instance, the
defendants appealed to the High Court of

England and Wales, which in turn referred
several points of law for interpretation by the
ECJ.

The ECJ Judgment

In response to the High Court’s questions, the
ECJ determined:

 National legislation which prohibits the
import, sale or use of foreign decoder
cards is contrary to EU rules on the
freedom to provide services.

 The restriction on free movement cannot
be justified by the objective of protecting
intellectual property rights. In this case,
prohibiting the cross-border sale of
decoder cards exceeds what is necessary
to ensure appropriate remuneration for
rights holders.

 EU competition law does not prevent a
rights holder from granting an exclusive
license to broadcast from or in a Member
State. A contractual clause prohibiting the
cross-border supply of decoder cards,
however, intended to provide absolute
territorial exclusivity, is anticompetitive.

 While live football matches themselves
are not “works” that can be protected by
copyright, the Premier League’s opening
video sequence, anthem, graphics and
highlights packages are all “works” that
enjoy protection. A pub may not show
broadcasts containing such protected
works to the public without permission.

Consequences for Rights Holders

The ECJ concluded that the existing system
of enforcing territorial exclusivity is
anticompetitive and the national legislation
protecting it is incompatible with the EU
Treaty. Any owner of media content that
currently licenses works on a country-by-
country basis will need to scrutinize their
contracts carefully as restrictive terms may no
longer be enforceable.



4

The ECJ did state that it is permissible to
grant an exclusive right to broadcast from or
in a given territory. Without a legitimate
means to stop others from broadcasting into
that territory, however – such as restricting the
sale of decoder cards – this “exclusivity” is
undermined. The likely result is that rights
holders will no longer be able to charge a
premium for broadcast rights in a particular
market. A possible consequence is that the
Premier League and other rights holders may
abandon territorial licensing in favor of
exclusive pan-European licenses (which
should not fall foul of EU competition or free
movement rules). This could allow a body like
the Premier League to capture the value of its
core, domestic market without significantly
damaging its overall revenues. By contrast,
pan-European licensing will be much less
appealing to rights holders that must maximize
the revenues available from every local market,
notably international sporting bodies such as
UEFA, Formula One and the IAAF.

The ruling will have a wider impact on owners
of other television content and, indeed, other
forms of media. For instance, it remains
common for feature films to be distributed
under exclusive territorial licenses, the legality
of which will now be called into question.
Similarly, territorial restrictions limiting the
distribution of content via the Internet, from
music to e-books, may have to be eased. As
signaled recently by the EU Commissioner for
the Digital Agenda, Neelie Kroes, improving
cross-border access to online content remains
high on the European agenda.

Consequences for Broadcasters

The ECJ has made a significant stride
towards achieving the European Union
objective of a single market for television.
Broadcasters now face, in principle,
unfettered cross-border competition as
viewers must be allowed access to
transmissions from foreign rivals as well as
their domestic incumbents.

However, it is not certain whether in practice
the judgment will increase the number of
broadcasters competing to show content. If,
as is anticipated, rights holders like the
Premier League move in favor of pan-
European licenses, these may be priced at

levels which only the largest broadcasters
with established cross-border presence (the
likes of BSkyB and Canal+) can afford.
Smaller broadcasters, such as the channel in
Greece broadcasting English football were at
the heart of this case, may have to bid for a
sub-license or lose out altogether. This
pattern could be reflected in other areas, such
as the right to broadcast movies.

Consequences for the Consumer

The group that may benefit most from this
judgment are consumers. At least in theory,
the ruling should increase choice by lifting
territorial restrictions on content from a range
of sources, from television to the Internet.
With regard to television, EU consumers are
now entitled to shop around for the cheapest
broadcaster showing the programs they want.
At current prices, however, the potential
saving may not incentivize many viewers to
switch away from their current provider, while
viewers would also have to be willing to lose
the content with which they are familiar and
accept a foreign-language substitute.

By contrast, the judgment seems unlikely to
benefit pubs. The ECJ’s ruling on copyright,
finding that all added value elements of the
transmission of live matches are protected
and cannot be shown to the public without
permission, could be used to prevent pubs
from screening non-UK broadcasts of Premier
League matches.

Conclusion

The ECJ’s judgment has underlined that the
court will not tolerate absolute territorial
exclusivity in the EU or restraints intended to
delineate national markets – even when
based on intellectual property rights. The fact
that the judgment remains open to
interpretation at the national level means that,
for the time being, its full implications remain
uncertain. Nevertheless, rights holders and
broadcasters should assess the implications
of the judgment now and take steps to ensure
that their contracts are fully compliant.

We will continue to monitor this case and its
impact. If you have any questions about how
the judgment could affect your business,
please contact any member of our Intellectual
Property & Technology Practice Group.
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Accelerate Your
Prosecution Now

By Rahul Pathak

With your invention conceived and diligently
being reduced to practice, you eagerly await
the issuance of a blue-ribbon issued, sealed
US patent. It is the just reward of years of
preparation, a few moments of ingenuity and
several subsequent or years of hard work. But
hold on – it will take some time to get that
patent – and some patience.

According to current US Patent and
Trademark Office (USPTO) statistics, the
average pendency of the average patent is
more than 33 months – in other words, on
average, you will have to wait about 33
months from filing your patent application to
issuance of that patent.

1
This is because the

USPTO has a current backlog of almost
700,000 applications ahead of yours, and just
under 7,000 patent examiners to handle
applications.

2
If the USPTO stopped

accepting applications altogether, including
yours, the daunting backlog could be cleared
by the current examining staff in about 21
months.

3

Of course, your invention is special, and you
should not have to wait behind the other
700,000 applicants to get your application
examined at the USPTO. Is there any way to
jump the queue and secure early
examination? There are, in fact, several ways,
including new options introduced by the
America Invents Act (AIA) of 2011.

Petitions to Make Special

If your invention (or you) is indeed special, the
USPTO will examine your application out of
turn. Helpfully, the USPTO provides criteria
for what might make an application special: 1)
prospective manufacture of the invention, 2)
actual infringement, 3) applicant’s health, 4)
applicant’s age – 65 years or older, 5)
materially enhancing the quality of the
environment, 6) contributing to the

1 See the USPTO Data Visualization Center, Fourth
Quarter, Fiscal Year 2011).

2 See id.
3 See id.

development or conservation of energy
resources, 7) relating to safety of research in
the field of recombinant DNA, 8) involving
superconductivity materials, 9) relating to
HIV/AIDS or cancer, 10) contributing to
countering terrorism and 11) biotechnology
applications for small entities. The USPTO will
also accept a Petition to Make Special under
the Patent Prosecution Highway (PPH) or
under the Green Technology pilot program. If
you or your invention meets one of these
criteria, you might be able to file a Petition to
Make Special allowing your application to be
examined out of turn.

Applicant’s Health or Age

The traditional Petition to Make Special has
been available for about 50 years and can still
be filed, but only if it is based on the
applicant’s health or the applicant’s age.

If such a Petition to Make Special is granted,
the application is placed on the examiner’s
special docket, and the application should
stay on the special docket as long as the
applicant maintains diligent prosecution. On
the examiner’s special docket, the application
should be taken up for action before the entire
examiner’s other applications with only a few
exceptions, such as those other applications
that are ready for allowance and those with
clear deadlines. For applications filed after
August 25, 2006, this is only available for
Petitions to Make Special based on the
applicant’s health or age.

Patent Prosecution Highway

The USPTO will also fast-track examination
under the PPH. To be eligible, a US
application must claim priority to a first-filed
application in a participating Office of First
Filing (i.e. Australia, Austria, Canada,
Denmark, Europe, Finland, Germany,
Hungary, Japan, Korea, Russia, Singapore,
Spain or the UK). Importantly, this first-filed
application cannot be a US application, and
the Office of First Filing cannot be the USPTO.
Recently, the USPTO has expanded, on a
test basis, the PPH so that the petition can
also be based on a favorable Written Opinion
or International Preliminary Report on
Patentability under the Patent Cooperation
Treaty from a participating International
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Search Authority (i.e. Japan, Europe, Korea,
Austria, Russia or Spain).

Under the PPH, an application is made
special for the first Office Action only.
Subsequent actions should be handled
according to the rules for regular applications.
Nevertheless, the results are encouraging for
applicants under the PPH. According to the
USPTO’s statistics, the average time to a first
Office Action in the PPH program is just two
to three months. Significantly, applications
within the PPH see fewer office actions per
disposal, and the overall allowance rate for
applications in the PPH is more than 90
percent, compared to fewer than 50 percent
for regular applications.

4

Green Technology Pilot Program

The Green Technology pilot program applies
to inventions that materially enhance the
quality of the environment or materially
contribute to the discovery or development of
renewable energy resources, the more
efficient utilization and conservation of energy
resources, or greenhouse gas emission
reduction. The application must be directed to
a single invention, or restricted to a single
invention during prosecution, must contain no
more than three independent claims and no
more than 20 total claims, must contain no
multiple dependent claims and must request
early publication. This pilot is limited to 3,000
total applications. To date, more than 2,600
petitions have been granted, and the program
is set to expire December 31, 2011.

In the program, the application is placed on
an examiner’s special docket, resulting in an
earlier mailing of a first Office Action.
Following the first Office Action, examination
should proceed under regular examination
rules.

The AIA amends 35 U.S.C. § 2(b) to give the
USPTO authority to provide for prioritization of
examination of applications for “products,
processes, or technologies that are important
to the national economy or national
competitiveness.” The statute does not
elaborate on what these applications might be,
but the legislative history indicates that the

4 See www.uspto.gov/web/patents/pph/index.html.

intent is to codify the USPTO’s existing Green
Technology pilot program, providing statutory
basis for special status for green technologies
identified by the USPTO.

5
The USPTO has

yet to implement the new 35 U.S.C. § 2(b).

Accelerated Examination

All other Petitions to Make Special are
examined under the USPTO’s Accelerated
Examination program implemented August 25,
2006. These include Petitions to Make
Special based on 1) prospective manufacture
of the invention, 2) actual infringement, 3)
materially enhancing the quality of the
environment, 4) contributing to the
development or conservation of energy
resources, 5) relating to safety of research in
the field of recombinant DNA, 6) involving
superconductivity materials, 7) relating to
HIV/AIDS or cancer, 8) contributing to
countering terrorism and 9) biotechnology
applications for small entities. Accelerated
examination includes the following
requirements:

a. The Petition to Make Special, and a fee,
or in lieu of the fee a statement that the
claimed subject matter is directed to
environmental quality, development of or
conservation of energy resources, or
countering terrorism;

b. Application must be a non-reissue utility
or design application;

c. Application must be filed electronically;

d. Application must be complete at the time
of filing and in condition for examination;

e. Three or fewer independent claims and
20 or fewer total claims;

f. Single invention, or election without
traverse in response to any USPTO
restriction requirement;

g. Agreement to an interview;

h. A preexamination search encompassing
all the features of the claimed invention;
and

5 See Congressional Record – Senate, p. S1052,
March 1, 2011.
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i. An Accelerated Examination Support
Document (AESD), including an
Information Disclosure Statement (IDS)
citing each reference deemed most
closely related to the subject matter of
each of the claims.

Requirement “d” is strict. If there is any reason
for the USPTO to send the applicant a Notice
to File Missing Parts – i.e., if there is any
formal defect in the application filing – the
petition will be denied, and the application will
be examined under regular practice.

If any of the other requirements are not met,
then the petition should be dismissed (rather
than denied), and the applicant should have
one and only one opportunity to correct the
defect.

The AESD is likely the most burdensome
requirement. For each reference cited in the
IDS, the AESD must identify with specificity
where each element of each claim is
disclosed in each reference. The AESD must
also provide a detailed explanation of how
each claim is patentable over the cited
reference, provide a concise statement of
utility of the invention, and provide a showing
of where each limitation of the claims
(including each means-plus-function
limitation) finds support in the application and
any priority application. If the applicant is
willing to make the required statements in the
AESD, the reward can be the rapid issuance
of a patent.

Examination should proceed with a
mandatory interview. The interview could
result in allowance of the claims or the
examiner could follow the interview with an
office action. If there is an office action, the
applicant should have one month to respond
(no extensions).

This abbreviated examination process should
be followed by the final disposition of the
accelerated examination. The final disposition
could be, hopefully, a Notice of Allowance, or
it could be a final Office Action from the
USPTO or a Request for Continued
Examination from the applicant.

If the application is allowed, a patent is
generally issued rapidly following payment of
the issue fee.

The stated goal of the USPTO is to reach a
final disposition of accelerated applications
within 12 months of filing. In the experience of
the author, the USPTO is generally meeting
these goals, with issued patents within 12
months of filing the application. In some cases,
the USPTO has issued patent within as little
as three to six months of the initial filing!

America Invents Act – Prioritized
Examination

The AIA includes two new sections providing
further options for accelerated examination.
The AIA streamlines accelerated examination
with a new Prioritized Examination. For a fee,
applicants can request prioritized examination
of a nonprovisional application for an original
utility or plant application. An application for
prioritized examination must meet the
following requirements:

a. An original utility or plant application filed
under 35 U.S.C. § 111(a) (no international,
design, reissue, provisional or
reexamination applications);

b. Application must be complete at the time
of filing;

c. Application must be filed electronically;

d. No more than four independent claims,
and no more than 30 total claims;

e. A fee of US$4,800 or US$2,400 for small
entities;

f. No more than 10,000 requests for
prioritized examination granted per fiscal
year.

With prioritized examination, there are no
requirements for an AESD or IDS with their
required admissions and statements on the
record. Upon payment of the fee and meeting
the other requirements, a patent application
can secure rapid examination at the USPTO.
As of February 2, 2012, just about 1,250
requests for prioritized examination had been
received by the USPTO for fiscal year 2012.

Applications accepted under Prioritized
Examination will be examined “out of turn” by
the examiner. In other words, the applications
should be taken up for examination by the
examiner ahead of any regular application in
her queue. Examination should proceed with



8

shortened statutory periods of three months to
respond. Requests for extensions of time will
terminate the prioritized examination, but will
not abandon the application. Prioritized
Examination has the stated goal of final
disposition within 12 months of filing. Final
disposition can be an allowance, a final office
action, a notice of appeal a request for
continued examination or abandonment of the
application.

The USPTO has been able to deliver final
disposition within 12 months for Accelerated
Examination. Hopefully, the new Prioritized
Examination will also provide final disposition
of applications within 12 months.

A Unified Patent for Europe
and a Unified Way of
Enforcing It

By Andrew Clay

The European Union currently has 27
member countries. To protect their inventions
in this market of more than 500 million people,
businesses has had no alternative other than
to obtain 27 separate national patents, one for
each European country, and enforce them
separately on a country-by-country basis. In
China, India and the US by contrast single
patents cover populations of 1.34 billion, 1.2
billion and 312 million respectively.

The European Patent Convention

The position was ameliorated by the
implementation of the European Patent
Convention (EPC): since 1 June 1978 it has
been possible to file a single patent
application at the European Patent Office
(EPO) in Munich and to designate all EU
states

6
in that application, if granted, the

application becomes a bundle of national
patents (EPC patents), in all the countries
designated in the application.

6 And 11 non-EU states, including Turkey, with a
population of more than 70 million. A European
patent application can also be extended to two
non-EPC countries – Herzegovina and
Montenegro, making 40 countries in all.

The European Patent Convention (EPC) has
been a huge success with more than 200,000
EPC applications

7
now being filed annually.

However patent protection in Europe is still
expensive as on grant national EPC patents,
flowing from an EPC application, have to be
validated

8
in each country and thereafter

renewed annually on a country-by-country
basis.

The London Agreement

Before 1 May 2008 an EPC patent, on grant,
had to be translated into the language of each
country in which it was to become a granted
patent within three months of the date of grant
of the European patent or it would be deemed
to be void ab initio in that country

9
. As the

EPC countries speak more than 25 different
languages that led to very high translation
costs, where broad geographical coverage
was sought. In many cases it led patentees to
a focus on a smaller number of core
countries

10
in which to pursue protection.

The London Agreement
11

has, since 1 May
2008, now materially reduced translation
costs in those countries which are signatories
to it. Its key provisions are that:

i. Countries that have English, German
and French as their national
language cannot require any
translation of a granted EPC patent;
and

ii. Countries which do not have English,
German or French as their national
languages can only require the
claims of an EPC patent to be
translated into their national language,
provided that the patent is in official
language which the country

7 This figure includes Patents Co-operation Treaty
applications which designate the EPO as well as
direct EPO filings.

8 This involves paying a national fee, complying with
certain local requirements and providing
translations of the patent or at least the claims, in
accordance with the London Agreement.

9 Article 65(1) of the European Patent Convention.
10 An often favored combination being the UK,

France and Germany.
11 The Agreement on the application of Article 65 of

the Convention on the Grant of European Patents,
which came into effect on 1 May 2008.
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concerned has designated as its
official EPC language. In practice all
such countries have nominated
English as their official language so
that if an EPC patent specification is
in English only the claims will require
translation into the local language.

Currently only 18 of the 38 EPC countries
have signed on to the London Agreement.
Italy and Spain have stated that they do not
intend to ratify the London Agreement.

Enforcement of European Patents

As if the costs of merely obtaining and
maintaining patent protection in Europe were
not bad enough, things get much more
expensive (and uncertain) when it comes to
enforcement.

Although a number of European countries
(mostly notably Holland and Germany) have
tried to grant injunctions against defendants
within their jurisdictions in respect of
infringements of parallel EPC patents outside
their own jurisdictions, it is now clear that the
infringement of national EPC patents will
almost invariably have to be dealt with in the
countries where those patents are
registered

12
. Where validity of the patent is an

issue in infringement proceedings then the
national court in the country where the patent
is registered will have exclusive jurisdiction

13
.

In practice this means that patent litigants in
Europe will almost always end up suing in the
national courts, where the EPC patent is
registered. Where there are multiple
infringements across several European
countries, then such a multiplicity of actions
can quickly become very expensive,
enormously time-consuming and often just
plain frustrating. In addition there have been a
number of high-profile cases where courts in
different European countries have ruled
differently on the meaning and effect of
national EPC patents

14
.

12 See the CJEU decisions in GAT v Luk (C-4/03)
and Roche v Primus (c-539/03)

13 Article 22(4) of the Brussels Regulation
44/2001/EC.

14 Most famously in Improver v Remington
Consumer Products [1990] FSR 181.

The Community Patent

The treaty that created the European
Community (the forerunner of the European
Union) was concluded by six signatory
countries in 1957. It was soon realized that
having separate patents for each European
country would prove burdensome and
expensive and could frustrate the economic
integration of the countries in the EC. As long
ago as 1959, therefore, a working group was
set up to consider introducing a Europe wide
patent. Its blueprint for the European patent
(the Haertel draft) was published as long ago
as 1962.

In 1975 the Community Patents Convention
(CPC) was signed by all the then nine
Member States of the European Community.
It envisaged a single unitary community wide
patent being granted as the result of an
application to the EPO as well as a number of
national patents in countries that were
signatories to the EPC but not members of
the EC.

The CPC however never came into force as it
was not ratified by enough of the signatory
countries. An attempt to revive the
Community Patent in 1989 was also not
ratified. The issues that have dogged the
project since the beginning have related to
choice of language, choice of procedural rules
for the courts that will be charged with
enforcing a community-wide patent and the
choice of the physical location of the court
itself.

Progress at Last: Most But Not All

From 1989 until 2009, little progress was
made towards implementing any form of
Europe-wide post-grant patent system. A
meeting of the EU Competitiveness Council in
December 2009, however, agreed a set of
principles to implement a more integrated
patent system for Europe. At its core were two
fundamental elements:

i. The creation of a unitary EU patent.

ii. The creation of a common patent
litigation system with exclusive
jurisdiction relating to both the
infringement and the validity of the
EU patent and for EPC patents.
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Unfortunately the Competitiveness Council
envisaged that the language/translation
issues relating to the EU patent would require
unanimity amongst all 27 Member States.
That was never going to be easy to achieve.
Spain and Italy in particular opposed any
proposals which they saw as promoting an
EU patent in English, German or French.

In December 2010, a number of Member
States, tired of the lack of progress, asked the
European Commission to work with them to
implement a unitary European patent − limited 
only to those countries that wanted to work
together to achieve it (the Unified Patent).
Such a coalition of the willing is permitted by
European Union law, under what is known as
the enhanced cooperation procedures

15
,

which were introduced by the Treaty of
Amsterdam in recognition of the fact that
progress by some but not all on implementing
certain kinds of objectives should not be held
up merely because not every country could be
brought on board.

The use of the enhanced co-operation
procedure has turned out to be the turning
point and since December 2010 progress has
been rapid – many now say too rapid. In
February 2011, the European Parliament
voted in favor of the use of the enhanced
cooperation procedure to introduce a Unified
Patent and in March 2011, 25 out of 27 EU
Member States formally agree to work
towards a Unified Patent.

The Unified Patent

There will be two regulations
16

to implement
the Unified Patent:

i. The first regulation deals with, inter
alia, how a Unified Patent is obtained;

ii. The second regulation deals with
translation requirements.

Under the current proposals an applicant for
patent protection under the EPC can, within a
month of receiving notice that his EPC patent
application is to proceed to grant, request that

15 Now set out in Articles 326 – 334 of the Treaty on
the Functioning of the European Union.

16 Regulations are EU laws that are directly effective
and applicable without requiring individual Member
States to introduce laws to implement them.

the application will have unitary effect across
the 25 participating Member States – i.e. will
be a Unified Patent. The applicant will still be
able to validate, within three months, the
existing national EPC patent applications in
the usual way, in addition to having a Unified
Patent.

An aspect of the current draft regulation on
the Unified Patent that has proved particularly
contentious is the inclusion of substantive
provisions defining what amounts to
infringement (Article 6), indirect infringement
(Article 7) as well as various limitations on the
rights of patent holders (Article 8). The
concern is that these provisions will be subject
to review by the Court of Justice of the
European Union (CJEU), which is
fundamentally an administrative court rather
than a specialist patent court. This is bound to
lead to delays and uncertainty. The national
EPC patents, flowing from the same EPC
application which leads to the Unified Patent,
will only be subject to the EPC, which is not
subject to review by the CJEU, so
inconsistencies about the effect of a Unified
Patent and an EPC patent are bound to occur.

On the vexed question of languages and
translations, the current proposals envisage
the following position:

i. The Unified Patent will be filed in,
examined and granted in English,
French or German. On grant as a
Unified Patent, at least until good
quality machine translations are
available, a full English translation of
the whole specification will be made
available as well as a translation into
either or both of German or French

17
.

The publication will include
translations of the claims into the
other two EPO official languages.

ii. Where there is a dispute, the
patentee will, at his own expense,
have to translate the patent
specification into the language of any
legal proceedings in which the patent
is being litigated.

17 The current draft regulation appears to be unclear
whether translation into either French or German
is sufficient or whether both will be required.
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iii. The EPO is to make available high-
quality machine translations of
Unified Patents into all official
languages of the contracting states.

iv. Certain categories of applicants for
patents (SMEs, individuals and not-
for-profit bodies) will be able to file
patent applications in their own
language, even if it is not English,
German or French and the costs of
the translation into an EPO official
language are to be subject to a
reimbursement from the official filing
fees.

Italy and Spain lodged a complaint with the
Court of Justice of the European Union on 7
June 2011 seeking a declaration that the
proposed language/translation agreements
unfairly prejudice them. That challenge has
yet to be heard by the Court of Justice.

The Court System That Will Litigate
the New Patents

One of the main drivers behind a Unified
Patent is to avoid a multiplicity of separate
national actions, one in each European
country. To achieve that, the Council of the
European Union has put forward a draft
international agreement (the Agreement on a
Unified Patent Court) to be entered into
between Member States, which proposes a
court structure to deal with the litigation of the
Unified Patent and also a conventional EPC
patent. Some key features of the proposals
are:-

i. There will be a two-tier court system,
comprising a Court of First Instance
and the Court of Appeal.

ii. The Court of First Instance will have
a central division as well as local and
regional divisions. A local division of
the Court of First Instance can be set
up in a single Member State. A
regional division can be set up for two
or more contracting states. The
location of the central division has not
yet been determined.

iii. The Court of First Instance will sit
with three judges, drawn from an

approved and suitably trained pool.
At least one of the judges will be a
national of the country in which the
dispute is being litigated.

iv. The Court of Appeal will have a
multinational composition of five
judges. It will consist of three legally
qualified judges who are nationals of
different contracting states and two
technically qualified judges with
qualifications and experience in the
field of technology concerned. The
location of the Court of Appeal has
yet to be determined.

v. Defendants can be sued for
infringement in the local division
where the infringement has occurred
or may occur or in the local division
were the defendant (or in the case of
multiple defendants at least one of
them) is resident or has a principal
place of business.

vi. The Court of First Instance will have
exclusive jurisdiction in relation to
infringement and revocation
proceedings for Unified Patents. For
the first seven years after it comes
into force, infringement and
revocation proceedings for existing
EPC patents may be brought in the
existing court system of Member
States but after that seven-year
transitional period has expired the
Court of First Instance will have
exclusive jurisdiction in relation to
such patents as well. The seven-year
transitional period may be extended
for a further period of up to seven
years.

vii. Holders of European patents granted
or applied for before the date on
which the court agreement comes
into effect will be able to exercise a
revocable opt-out from the exclusive
jurisdiction of the First Instance court.
Given the uncertainties that surround
the Court proposals this may become
an important procedural step in
practice.
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viii. A particularly contentious aspect of
the proposed arrangements is the
interaction between revocation
proceedings and infringement
proceedings. In the UK historically
infringement and revocation
proceedings have been heard
together, which makes it impossible
for a patentee to argue different
constructions for his patent in
infringement and revocation
proceedings. However in Germany
infringement and revocation
proceedings have historically been
dealt with by different courts (a
process called bifurcation).

The current proposals provide that
where a revocation claim is made in
the context of ongoing infringement
proceedings a local or regional
division of the Court of First Instance
can either (a) hear both the
infringement and revocation
proceedings together, (b) refer the
counterclaim to the central division or
(c) suspend or proceed with the
infringement proceedings or (d) with
the agreement of both parties refer
the entire case (revocation and
infringement) to the central division. A
free standing revocation action has to
be brought before the central division
unless there are already existing
infringement proceedings pending in
a local or regional division of the
Court of First Instance.

Numerous commentators have rightly
suggested that these arrangements
will potentially create a significant
amount of uncertainty and material
scope for tactical litigation. They may
have the effect, for example, of
encouraging a potential defendant to
an infringement action to “get in first”
by commencing a revocation action in
the central division.

ix. The language of the proceedings of
the Court of First Instance will be the
official language or one of the official
languages of the Member State

hosting the relevant local or regional
division but there is scope for the
contracting Member States to
designate one or more of the official
languages of the EPO as the
language of their proceedings. The
parties may also agree on the use of
the language in which the patent was
granted as the language to be used
by the Court, subject to the approval
of the panel of judges hearing the
case.

x. The territorial effect of decisions of
the courts is extensive: for Unified
Patents it will cover all contracting
states and for EPC patents it will
cover the all the countries in which
such a patent has taken effect.

xi. Rules of procedure – no detailed
rules have been published and again
this is a source of major concern as
European countries have very
different traditions of litigation
procedure.

xii. The draft agreement also provides for
the introduction of the same
provisions relating to infringement,
indirect infringement and limitations
as does the draft regulation and
again all of these will be subject to
review by the CJEU.

Next Steps

The Polish Presidency of the EU Council
(which ended on 31 December 2011) was
very keen that the court agreement will be
signed by contracting Member States before
the end of December, although it has to be
said that material and highly controversial
issues such as the location of the central
division of the Court of First Instance and the
Court of Appeal remain to be determined.

The current draft of the Unified Patent
regulation envisages that it will come into
force on the later of 1 January 2014 or the
date of entry into force of the Agreement on a
Unified Patent Court.

Given the current political momentum behind
the introduction of these measures and the
use of the enhanced cooperation procedure in
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relation to the implementation of the Unified
Patent it does now seem highly likely that the
Unified Patent and the court to deal with it will
become a reality in Europe within the next few
years.

How Should Business React to the
Proposed Changes?

The introduction of a Unified Patent and a
Court does have the potential to materially
reduce patent prosecution, maintenance and
enforcement costs within Europe but business
should remain rightly concerned that the
current proposals have gone through at such
a pace and with so little time for proper
scrutiny and feedback that numerous aspects
of them may give rise to serious difficulties in
implementation.

It is clear that the opt-out from exclusivity of
the Court of Instance jurisdiction is going to be
very important in practice so as to avoid EPC
patentees sleep walking into what could
become an expensive and unpredictable
system.

In the meantime Squire Sanders will be
issuing regular updates on the implementation
of both the Unified Patent and the Agreement
on a Unified Patent Court.

When Can You Prevent
Someone Using Your
Registered Trade Mark as
a Keyword?

By Carlton Daniel

Generally, unless specific defenses set out in
UK or EU legislation and case law are met,
owners of registered trade marks can prevent
others from using identical signs in respect of
goods or services which are the same as or
similar to those for which the mark is
registered. Does that monopoly extend to
keywords used in online advertising?

In answering questions referred by the High
Court in the case of Interflora v Marks &

Spencer
18

, the Court of Justice of the
European Union (CJEU) has provided
welcome guidance on when the use of
another’s trade mark as a keyword will
constitute an infringement.

Using the Google AdWords service, M&S
selected the keyword “Interflora” (and other
variations of the name) so that when users
searched for those terms, a M&S
advertisement appeared at the top of the
Google search page in the Sponsored Links
section (i.e. in a section apart from the
“natural” search results). The AdWords
service does not prevent competitors from
selecting rival’s keyword, and in fact auctions
off the order of the display to any party
prepared to pay.

The advertisement linked to the M&S online
flower shop, which provides the same goods
and services that Interflora offers under its
trademark (this was a case of so-called
“double identity”). Interflora claimed that such
use was trade mark infringement.

Article 5(1) of the Trade Marks
Directive and Article (9)(1)(a) of the
Community Trade Mark Regulation

The general position is that under the above
provisions of the Trade Marks Directive and
Community Trade Mark Regulation

19
(which

are encapsulated in Section 10(1) of the
Trade Marks Act 1994), a trade mark owner
can prevent double identity use. The CJEU
dealt swiftly with two issues that have bogged
UK courts down in argument in the past: first,
use of a trade mark as a keyword is “use” for
the purposes of the legislation; and second,
such use is “in relation to goods and services”,
even if the keyword does not appear in the
advertisement itself. This pronouncement
simply repeated guidance the court had
previously given in the Google France case

20
.

18 Case C-323/09.
19 The Trade Mark Directive (89/104/EEC) was

replaced with Directive 2008/95/EC and the
Community Trade Mark Regulation (40/94) was
replaced with Regulation 207/2009 but the CJEU
noted that the provisions are substantially the
same in each case.

20 Joined cases C-236/08 to C-238/08 Google
France and Google [2010] ECR I-2417, and Case
C-278/08 BergSpechte [2010] ECR I-2517.
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However, the CJEU also confirmed the
limitations of the law as laid down in Google
France, by stating that the use of a trade mark
as a keyword can only be prevented if it
adversely affects one of the functions of a
trade mark. The court then considered the
impact keyword use could have on the
“essential function,” the “advertising function”
and the” investment function.”

Essential Function

The court held that use of a competitor’s trade
mark as a keyword will only be deemed to
have an adverse effect on the essential
function of guaranteeing the origin of the
goods/services marketed under a trade mark
if an Internet user cannot, or finds it difficult to,
determine from the advert whether the goods
or services are being marketed by the trade
mark proprietor or a third party (e.g. a
competitor). Whether the essential function is
(or is liable to be) adversely affected must be
determined on the facts of each case.

The concept of the “user” means the
“reasonably well-informed and reasonably
observant Internet user.” The court said that it
will not be sufficient for Interflora to show that
only some Internet users would have difficulty
in grasping that there is no economic link
between M&S and Interflora. In assessing
whether the essential function is liable to be
affected, the CJEU said that the High Court
must first consider the user’s general
knowledge (users may know that M&S is not
part of Interflora’s network of florists). Second,
if such fact is not general knowledge, the
national court should consider the impact of
the advertisement itself.

The CJEU noted that the fact that Interflora
operates a large network of retailers of
varying sizes may make it particularly difficult
for users to determine who is behind the
advertisement.

Advertising Function

The court held that the use by a competitor of
a rival’s trade mark as a keyword in an
Internet referencing service may well cause
the mark owner to spend more on its
advertising efforts to maintain its profile (i.e.,
adversely affect the mark’s advertising
function). However, the purpose of trade mark

law was not to protect brand owners from
competition.

The court concluded that the use of a service
like AdWords does not have an adverse effect
on a mark’s advertising function, since it
merely enables competitors to offer
consumers an alternative source from which
they can obtain the same goods and services.

Investment Function

The CJEU said that the investment function of
a trade mark allows its owner to “acquire or
preserve a reputation capable of attracting
consumers and retaining their loyalty.” This
function overlaps with the advertising function.

The investment function will be adversely
affected where a third party uses an identical
sign to a trade mark that already enjoys a
reputation in relation to the same goods or
services and this affects the reputation,
jeopardizing its maintenance.

However, a trade mark owner cannot prevent
third parties from using its mark as a keyword
where the only result is that the owner must
adapt its efforts to acquire or preserve a
reputation, provided the trade mark’s origin
indicating function is respected. The court
also said that trade mark proprietors will not
be able to prove that this function has been
adversely affected simply because
consumers have switched to purchasing the
competitor’s goods or services.

Article 5(2) of the Trade Marks
Directive and Article 9(1)(c) of the
Community Trade Mark Regulation

Under these provisions, owners of trade
marks with a reputation can prevent third
party use in certain situations. The court
explored the types of injury these provisions
are intended to prevent, namely “dilution” and
"free riding” (tarnishment, where third-party
use reduces a mark’s power of attraction, not
being relevant in this case).

Dilution

The court said that “dilution” is where a third
party reduces the distinctive character of a
trademark with a reputation so that
consumers cannot immediately determine the
origin of that mark. For example, if M&S’ use
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of the Interflora mark contributed to it
becoming a generic term for flower delivery
stores; this is dilution. However, use as
keyword is not necessarily dilution.

The court ruled that the national court must
assess whether the essential function
(discussed above) is jeopardized to determine
if there has been dilution. If the user enters a
trade mark as a keyword, as long as they can
determine that the advertisement that appears
is not for the products of the trade mark owner,
there is no dilution.

Free-Riding

The CJEU explained that ”free riding” is when
a third party uses a competitor’s trade mark,
without due cause, to take advantage of the
distinctive character or repute of the trade
mark, to capitalize on the mark’s reputation (to
“ride on the coat-tails”) without paying any
compensation to the mark’s owner. The
competitor will gain a real advantage when
the consumer buys the competitor’s product
instead.

However, as the CJEU has stated before, the
use of a competitor’s trade mark as a keyword
will not be considered “without due cause” or
free-riding if the goods or services are not a
mere imitation of the proprietor’s (but an
alternative), the use does not cause dilution or
tarnishment and it does not adversely affect
any of the functions of the trade mark (as
above). Use of a competitor’s trade mark in
this way is a part of fair competition.

Comment

The ECJ ruling shows an acute awareness of
the need to protect the rights of brand owners,
but only so far as that does not inhibit genuine
competition. Competitors are generally able to
use one another’s trade marks as keywords,
provided they only offer alternative goods and
services (and not mere imitations). However,
new guidance on the investment function of a
trade mark clarifies an alternate means by
which trade mark owners can protect their
reputation.

Nevertheless, if national courts decide that the
reasonably well informed and relevant
Internet user has the wherewithal to recognize
that keyword searches also bring up

competitors’ websites and that those sites are
independent, trade mark owners may find it
hard to protect themselves against keyword
infringement. It will be interesting to see how
competitors react to the ruling.

They are arguably likely to exclude any
registered marks belonging to competitors
from the text of any advertisements so as to
avoid the risk that the essential function of the
mark they are using is jeopardized.

It is perhaps surprising that the CJEU did not
consider the Misleading and Comparative
Advertising Directive, as the Advocate
General had done (briefly). It is unfortunate
that the court has had to deal with such a
great volume of trade mark law since the
original Directive. Brand owners will feel that
they cannot rely on the text of the legislation,
since it seems that all too frequently the court
places a further limiting gloss on the words
that are found there.

Patent Box Draft
Legislation Published

By Andrew Clay

On 6 December 2011 HMRC published its
response to the June 2011 consultation on
patent box together with draft legislation and a
helpful technical note and guide to the draft
legislation.

Under the proposed patent box regime,
worldwide profits, made from the exploitation
of inventions protected by qualifying patents,
will be eligible for a reduced rate of
corporation tax of 10 percent from 1 April
2013. Qualifying income can be license fees,
turnover generated from the sale of products
either embodying the patented invention or
the making of which used a patented process.

The main changes which the government is
proposing to make following the consultation
process follow:-

i. The regime will extend to include
patents issued by other EU national
patent authorities which have
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comparable patentability criteria and
search and examination practices to
the Intellectual Property Office of the
UK (UK IPO) or the European Patent
Office (EPO).

The June 2011 proposals required there to be
grant of a patent either by the UK IPO or by
the EPO. Once this qualifying criteria had
been met then qualifying income could derive
from the worldwide exploitation of the
inventions covered by the UK IPO or EPO
patents and indeed be backdated up to four
years prior to grant. Under the new proposals
providing an approved EU national patent
authority has granted a patent then income
derived from exploitation of the invention on a
global basis will now qualify for the patent box
relief. The look back period for the relief has
also been extended from four to six years
prior to patent grant, but obviously the would-
be patentee still has to wait until grant to be
able to claim the back relief.

ii. The rules relating to exclusive
licensing have been amended so that
groups can qualify where patents are
held centrally but actively owned and
managed in the UK. The aim of this
provision is to avoid the need for
groups to restructure how they hold
and manage patents so as qualify for
patent box relief.

Under the new proposals a company subject
to UK Corporation tax will still qualify for
patent box providing it actively owns and
manages the relevant patents even if they are
in fact owned by another group holding
company.

iii. The proposed development criteria
are being modified to make
compliance easier for innovative
companies.

The patent box regime is not open merely to
those companies which come up with an
invention the subject of a qualifying patent but
is also available to those who subsequently
acquire patents provided that (i) they carry out
an activity of creating or developing the
inventions and their application and (ii) that
the acquired patents are in fact further
developed as a result of such activities.

These development criteria will need to be
satisfied for patents which are either acquired
by purchaser on an asset sale or on a share
sale of the corporate owner of the patent.
Development activities carried out in a
company before a change of ownership will
continue to count towards satisfying the
development criteria providing that the activity
continued for at least 12 months after the
asset transfer.

iv. Reforming the active ownership rules
to more specifically target artificial
profit shifting.

A company claiming the patent box relief must
be actively involved in developing and
managing the invention. HMRC now proposes
that this active ownership test will apply not on
an individual patent basis but rather on a
company level basis: a company will qualify if
it has either developed all or substantially all
of its inventions itself or if it performs a
significant amount of the management
activities relating to such patents.
Management activities mean formulating
plans and making decisions in relation to the
development and exploitation of the
inventions.

v. Reducing the mark-up rate used to
calculate routine profit and excluding
R&D costs from the cost marked up,
meaning that significantly more profit
will be eligible for the reduced patent
box rate.

The full rate of corporation tax is payable on
profits attributable to routine trading activities:
in practice profits from such routine trading
activities are calculated as a markup of certain
defined costs. The June proposals were
criticized for applying a mark-up rate of 15
percent, thus materially reducing the profits
available for the patent box regime. The
government has reduced the market rate on
relevant expenses from 15 to 10 percent.

The government also now proposes to
completely exclude expenses, which would
qualify for R&D tax credits, from the costs
(which are marked up) in order to avoid
creating an incentive for patent box
companies to outsource their R&D activities to
other group companies. The effect of these
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changes will potentially be quite significant
and will materially increase the profits eligible
for the patent box regime.

These two changes will be much welcomed
by patentees.

vi. A new approach has been adopted to
excluding profits attributable to
valuable brands so as to avoid profits
attributable to such brands being
picked up by the patent box regime.

Companies with marketing intangibles that
contribute at least 10 percent of their residual
profit will be required to calculate an arm’s-
length royalty for the use of those marketing
intangibles in generating qualifying income.
That notional royalty, less any actual royalties
paid, will then be taxed at the full Corporation
tax rate. These proposals replace the June
2011 formulaic rules used to allocate the
residual profit between patents and trade
marks.

vii. Improving the level and rate of the
small claims safe harbor for allocating
residual profit between pounds
brands.

The government also proposes to increase
the level of profits eligible for the small claims
safe harbor from £0.5 million to £1 million as
well as increasing the safe harbor allocation
rate from 50 percent of residual profits into
patent box to 75 percent of such profits.
These changes will have the effect of making
a greater proportion of small claim profits
eligible for the patent box relief.

viii. Simplifying the divisionalization rules
which allow companies to allocate
profit more accurately to qualifying
income.

HMRC is now proposing a streaming
approach rather than a full transfer pricing
methodology for determining divisional profits.
Companies will be able to allocate profits to
the income stream they receive on a just and
reasonable basis, including if they so wish, by
the use of a notional royalty income from
process inventions.

The key take home point is that although the
patent box rate of relief remains at 10 percent,
the changes to the way qualifying income is

calculated and the relaxation of certain
qualifying criteria should together now make
the regime a driver of patent filing activity.
That is a step in the right direction for UK plc.

The legislation does, however, contain very
detailed anti-abuse rules, which will make
obtaining patent box relief a challenge for the
uninitiated. Happily HMRC intends to publish
comprehensive guidance on the new regime
in the summer of 2012 and to embark on a
program to educate taxpayers and explain the
patent box regime to both large and small
businesses. Such guidance is going to be
sorely needed.
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