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Preface

The private international law of intellectual property is currently much
debated worldwide. Art. 8 of the European “Rome II” Regulation of 2007,
which codifies a territorial approach for the infringement of intellectual
property, has provoked an intensive discussion in Europe whether the /ex
loci protectionis is still appropriate for intellectual property litigation in
the age of worldwide networks. A condensed outcome of this debate is
summarized in the “Principles for Conflict of Laws in Intellectual Prop-
erty” (CLIP Principles) drafted by the European Max Planck Group on
Conflict of Laws in Intellectual Property (CLIP). The First Preliminary
Draft of the CLIP Principles has been published on April 8, 2009, the
Second Preliminary Draft on June 6, 2009. The CLIP Principles are sche-
duled to be finalized in 2011.

In the United States, the American Law Institute’s “Intellectual Prop-
erty: Principles Governing Jurisdiction, Choice of Law, and Judgments in
Transnational Disputes” of 2007 (ALI Principles) are the focal point of the
debate. Both the CLIP and the ALI Principles are designed for the inter-
pretation and gap-filling of international and domestic law and as models
for national and international legislators.

The Japanese Transparency Proposal, a product of the Transparency
Project which provides information on Japanese law related to inter-
national business in English, has been finalized in 2009. Inspired by the
ALI and the CLIP Principles, the Japanese Transparency Proposal aims to
facilitate legal development of Japanese domestic private international law.
Namely, the Transparency Proposal echoes to the 2006 Japanese private
international law statute which did not establish any specific conflicts rules
for intellectual property matters. Further, the Transparency Proposal aims
to guide the ongoing modernization of domestic international jurisdiction
legislation by highlighting intellectual property-related problems and
putting forward possible solutions.

The volume provides a comparative analysis of the ALI Principles, the
CLIP Principles and the Transparency Proposal. It compiles papers
presented at an international conference held in Tokyo on May 8 and 9,
2009. The Annex of the volume collects the black letter version of the ALI
Principles of 2007, the Second Preliminary Draft of the CLIP Principles,
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which has been taken into account although published shortly after the
conference, and the Transparency Proposal. The “Principles on Private
International Law on Intellectual Property (Japanese Proposal)” prepared
by the WASEDA University Global-COE Project' have only been pub-
lished after the submission of the papers and could therefore not be taken
systematically into consideration.

The editors would like to thank the American Law Institute, especially
Ms. Nina Amster and the reporters of the project, Prof. Frangois
Dessemontet, Prof. Rochelle Dreyfus and Prof. Jane Ginsburg, for the per-
mission of reprint. Likewise, we are grateful to the members of the CLIP
group for their permission to publish the Second Preliminary Draft of the
CLIP Principles. The editors would also like to thank Ms. Ingeborg Stahl
for the editing of the book, Dr. Jan Asmus Bischoff, LL.M. (NYU) for the
preparation of the register, Mr. Paul Jurcys, LL.M. (Kyushu) and Mr.
Simon Vande Walle, LL.M. (Kyushu and Georgetown) for summarizing
the discussions and useful comments, and our publisher Mohr Siebeck for
the production of the book. The organization of the conference and the
contributions of the Japanese authors became possible due to the support
by KAKENHI (Grant in-Aid for Scientific Research on Priority Areas) of
the Ministry of Education, Culture, Sports, Science and Technology, Ja-
pan.

Hamburg, Fukuoka and Hannover, May 2010

Jiirgen Basedow Toshiyuki Kono Axel Metzger

' Kigyé to h6séz6 [Quarterly Review of Corporation Law and Society] Vol.15 (2009),
p- 250, English translation available at <www.globalcoe-waseda-law-commerce.org/
activity/pdf/19/21.pdf>.
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Foundations of Private International Law
in Intellectual Property

JURGEN BASEDOW

INErOAUCHION ..o
Intellectual Property: An Oscillating Concept.
Territoriality
Globalization and Intellectual Property.
Intellectual Property and Neighboring Categories of Law ..
A Survey of Choice-of-Law Principles
1. Lex loci protectionis
2. Lex originis
3. Lex contractus ..
4. Lex fori...
Initial Ownership..
1. Positive Law.....
2. Inconvenience of the lex loci protectionis.....
3. The Solution: The lex contractus or Party Autonomy

1. Basic Principle: lex loci protectionis
2. Unitary IP Rights
3. Ubiquitous Infringements
CONCIUSION. ...

I. Introduction

Intellectual property and the conflict of laws have developed as two sepa-
rate bodies of law. Their mutual relation has been the object of occasional
— though increasingly frequent — academic contributions,' but not very

' See dlois Troller, Das internationale Privat- und Zivilprozessrecht im gewerblichen

Rechtsschutz und Urheberrecht, 1952; Eugen Ulmer, Die Immaterialgiiterrechte im inter-
nationalen Privatrecht, 1975; Ulrich Drobnig, Bernd von Hoffmann, Dieter Martiny and
Paul Heinrich Neuhaus, Die Immaterialgiiterrechte im kiinftigen internationalen Privat-
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often of statutory regulation. Only in recent times have conflict legislators
given an eye to intellectual property: the Austrian Act on Private Inter-
national Law of 1978 contains special provisions on rights in intangibles,’
and so do inter alia the Swiss Act of 1987,° the Italian Act of 1995,* the
Korean Act of 2001,% and the Belgian Act of 2004.° In 2007, the European

recht der Européischen Gemeinschaften, RabelsZ 40 (1976) 189-230; Haimo Schack, Zur
Ankniipfung des Urheberrechts im IPR, 1979; Jacques Raynard, Droit d’auteur et conflits
de lois, 1990; Kamen Troller, Industrial and Intellectual Property, in: International
Encylopedia of Comparative Law vol. 3 ch. 22 (1994); Jane Ginsburg, The Private Inter-
national Law of Copyright in an Era of Technological Change, Recueil des cours 273
(1998) 239 seq.; James Fawcett, Paul Torremans, Intellectual Property and the Conflict
of Laws, 1998; Marta Pertegds Sender, Cross-Border Enforcement of Patent Rights,
2002; Frangois Dessemontet, International Private Law of Intellectual Property, YB PIL
6 (2004) 70-84; Jiirgen Basedow/Josef Drexl/Annette Kur/Axel Metzger (eds.), Intel-
lectual Property in the Conflict of Laws, 2005; Ddrio Moura Vicente, A tutela inter-
nacional da propriedade intelectual, 2008.

% See sect. 34 of the Federal Law of 15 June 1978 (Austrian Bundesgesetzblatt 304)
on Private International Law (IPR-Gesetz): “(1) Das Entstehen, der Inhalt und das Er-
16schen von Immaterialgiiterrechten sind nach dem Recht des Staates zu beurteilen, in
dem eine Beniitzungs- oder Verletzungshandlung gesetzt wird. (2) Fiir Immaterialgiiter-
rechte, die mit der Titigkeit eines Arbeitnehmers im Rahmen seines Arbeitsverhiltnisses
zusammenhingen, ist fiir das Verhiltnis zwischen dem Arbeitgeber und dem Arbeit-
nehmer die fiir das Arbeitsverhiltnis geltende Verweisungsnorm (§ 44) mafigebend”.

3 See Art. 110 of the Federal Law on Private International Law of 18 December 1987,
Bundesblatt 1988 1, 5, English translation in Am.J.Comp.L. 37 (1989) 193: “(1) Intel-
lectual property rights shall be governed by the law of the State in which protection of
the intellectual property is sought. (2) In the case of claims arising out of infringement of
intellectual property rights, the parties may agree, after the act causing damage has
occurred, that the law of the forum shall be applicable. (3) Contracts concerning intel-
lectual property rights shall be governed by the provisions of this Code concerning the
law applicable to contracts (Art. 122).” For rights in intangibles flowing from employ-
ment relations, Art. 122 (3) refers to the law applicable to the employment contract.

* See Art. 54 of the Law of 31 May 1995, no. 218 — Reform of the Italian System of
Private International Law (Gazzetta Ufficiale Supplemento Ordinario al no. 128 of 3 June
1995, p. 5-18): “I diritti su beni immateriali sono regolati dalla legge dello Stato di
utilizzazione”.

5 See § 24 of the Act no. 6465 of 7 April 2001, German translation in RabelsZ 70
(2006) 342, 346; English translation in YB PIL 5 (2003) 315, 321: “The protection of
intellectual property rights shall be subject to the law where the right was infringed”.

© See Arts. 93 seq. of the Law of 16 July 2004 holding the Code of Private Inter-
national Law, Moniteur Belge of 27 July 2004, English translation in RabelsZ 70 (2006)
358, 384. — Art. 93: “(1) Intellectual property rights are governed by the law of the State
for the territory of which the protection of the intellectual property is sought. (2) Never-
theless, the determination of the original owner of the industrial property right is
governed by the law of the state with which the intellectual activity has the closest
connections. If the activity takes place within a framework of contractual relations, that
State is presumed to be the State of which the law applies to these contractual relations,
until proof to the contrary is brought.” — Art. 94 § 1: “The law applicable by virtue of this
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Union dealt with the infringement of intellectual property rights (IP rights)
in Article 8 of its Rome II Regulation on the law applicable to non-con-
tractual obligations.’

Rule-making activities have also occurred outside state legislatures: in
2007, the American Law Institute adopted principles in this field (ALI
Principles),® and in Europe, a group of scholars from several countries is
still discussing a similar set of principles on conflict of laws in intellectual
property (CLIP Principles).” The ongoing work of two Japanese groups
gives evidence of the worldwide interest in, and the momentum of, the
subject.'”

The following remarks are meant to shed some light on the basic con-
siderations underlying the development of conflict rules in the field of IP
rights. They will focus on choice-of-law issues, leaving jurisdiction and
the recognition of judgments to other contributions.

II. Intellectual Property: An Oscillating Concept

The notion of intellectual property rights commonly used at present sug-
gests two things: first, the existence of an overall concept that is, second,

section determines notably: 1. Whether an asset is movable or immovable; 2. the exis-
tence, nature, content and scope of the rights in rem that can affect an asset, as well as of
intellectual property rights; 3. the holders of such rights; 4. the possibility to dispose of
such rights; 5. the manner of constitution, modification, transfer and extinction of those
rights; 6. the effects of the rights in property vis-a-vis third parties. § 2. ...”.

7 See Art. 8 of Regulation (EC) No 864/2007 of the European Parliament and of the
Council of 11 July 2007 on the law applicable to non-contractual obligations (Rome II),
0J 2007 L 199/40: “(1) The law applicable to a non-contractual obligation arising from
an infringement of an intellectual property right shall be the law of the country for which
protection is claimed. (2) In the case of a non-contractual obligation arising from an
infringement of a unitary Community intellectual property right, the law applicable shall,
for any question that is not governed by the relevant Community instrument, be the law
of the country in which the act of infringement was committed. (3) The law applicable
under this Article may not be derogated from by an agreement pursuant to Article 14”.

8 The American Law Institute, Intellectual Property: Principles Governing Jurisdic-
tion, Choice of Law, and Judgments in Transnational Disputes, 2007 (see Annex I infra)
(hereinafter cited as ALI Principles).

° See the reproduction of the Secondary Preliminary Draft of the CLIP Principles in
this book in Annex II infra.

19 After this paper had been finalised the Japanese Transparency Group adopted its
Proposal which is reproduced below in Annex III to this book. Even more recently, the
Waseda Research Group published its Principles on Private International Law on Intel-
lectual Property — Waseda University Global-COE Project 2008.12.15, see the English
translation in Global Center of Excellence, Waseda University for Corporation Law and
Society, The Quarterly Review of Corporation Law and Society 2009, 250-257.
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close or similar to that of property in tangibles. Both assumptions are
wrong, or at least misleading. While there is a general belief that the prod-
uct of the human mind — i.e., an individual’s ideas — deserves protection,
this is not more than the philosophical basis for intellectual property rights.
There is not a single jurisdiction that defines intellectual property as a
general concept.

Instead, the law grants protection only to specific results spawned by
human creativity, such as technical innovations, works of music or litera-
ture, or certain designs.'' Accordingly, the Stockholm Convention estab-
lishing WIPO defines intellectual property by an enumerative list that
“includes rights relating to literary, artistic, and scientific works; perform-
ances of performing artists, phonograms and broadcasts; inventions in all
fields of human endeavour; scientific discoveries; industrial designs; trade-
marks, service marks, and commercial names and designations; protection
against unfair competition; and all other rights resulting from intellectual
activity in the industrial, scientific, literary and artistic fields.”'?

Nor is the comparison of intellectual property with property in tangibles
appropriate. Both differ in a basic quality: While the use and consumption
of corporeal goods is characterized by rivalry and exclusion, it is not in
regard to intangibles. The latter can be used by an unlimited number of
persons at the same time; this may reduce their commercial value, but it
will in no way affect their substance and qualities. Thus, intellectual prop-
erty receives its exclusive character by the sole operation of law, while the
use and consumption of tangible property is exclusive by its very nature.
As a consequence, property rights in tangibles must be protected to avoid
conflicts and even social unrest, whereas the protection of intellectual
property rights is rather a matter of maximizing social welfare.

These differences in nature explain why authors in some countries have
preferred other concepts like the “law of intangibles” (Immaterialgiiter-

"' Cf. Alexander Peukert, Geistiges Eigentum (allgemein), in: Jiirgen Basedow/Klaus
Hopt/Reinhard Zimmermann (eds.), Handwérterbuch des Europdischen Privatrechts, vol.
I, 11, 2009, p. 648 seq.

"2 See Art. 2 (viii) of the Convention Establishing the World Intellectual Property
Organization, done at Stockholm on 14 July 1967, 828 UNTS 3; a similar enumerative
definition of intellectual property is laid down in Art. 1 para. 2 of the Agreement on
Trade-Related Aspects of Intellectual Property (TRIPS) which is Annex 1C of the Agree-
ment Establishing the World Trade Organization, signed at Marrakesh on 15 April 1994,
1867 UNTS 154, OJ 1994 L 336/214: “For the purposes of this Agreement, the term
‘intellectual property’ refers to all categories of intellectual property that are the subject
of Sections 1 through 7 of Part IT”.
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recht) to that of intellectual property.” Dubious as it may appear at the
level of substantive law, however, the latter concept is more suited for the
needs of private international law.

The peculiar technique employed by this discipline is to bundle up a
large number of legal issues relating to one and the same area of the law,
in one category, e.g., non-contractual liability, marriage, unfair competi-
tion, succession, securities in movables — or intellectual property. As a
consequence, the single issues arising in the legal analysis of a conflict
will then have to be classified, i.e., attributed to one of the more compre-
hensive categories (or statuta). This characteristic method of private inter-
national law allows the conception of categories or statuta that encompass
rather heterogeneous legal institutions, such as, e.g., companies that are
basically subject to the same conflict rule irrespective of whether they are
partnerships, private limited companies, or large corporations whose shares
are traded at the stock exchange. The same approach is appropriate in
regard to intellectual property, although the various rights differ consid-
erably regarding their coming into existence, extent, protection, and ex-
tinction. The unitary or holistic approach does not exclude, and even
necessitates, a more differentiated analysis when it comes to the single
conflict rules that may relate to the specific types of intellectual property
rights.

III. Territoriality

The differences between property in tangibles and in intangibles are
reflected by differences in legal history. While we do not know of any
legal system in ancient times that did not in one way or the other deal with
the attribution of property rights in corporeal objects, intellectual property
rights have been acknowledged only fairly recently. Initially they were
granted by seigneurs and princes on an individual basis for the promotion
of their own wealth; they would accord the exclusive right to print a book
or to produce items based on a given technology in order to participate in
the profit made, by the extraction of royalties. For similar utility consid-
erations it could also occur that such rights were withdrawn at a later
stage. Under the philosophical influence of the Enlightenment, the claim
for more stability and for independence from individual concessions was
made. But the first statutes ensuring legal security in this respect were only

" See Peukert (supra note 11); Louis Pahlow, Geistiges Eigentum, in: Albrecht
Cordes/Heiner Liick/Dieter Werkmiiller (eds.), Handworterbuch zur deutschen Rechtsge-
schichte, vol. I, 2" ed. 2008, col. 2010 seq.
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enacted after the French Revolution." They replaced the prince’s discre-
tion in according the right by a list of statutory prerequisites for the recog-
nition of such rights; their administration was left to special authorities
under the control of the court system.

The evolution from the system of seigneurial privileges to the statutory
system in the course of the nineteenth century did not lead to a thorough
reconsideration of the nature of intellectual property rights. Apart from
moral rights in copyrighted works, they were still considered as flowing
from the powers of the respective sovereign who had simply ceded and
bound the exercise of its discretion by the enactment of statutes on patents,
copyright, etc. At the end of this process, intellectual property rights are
still artifacts of positive law or, as the European Court of Justice once put
it in regard to companies, “creatures of national law. They exist only by
virtue of the varying national legislation which determines their ... func-
tioning.”" In this view, the private law remedies provided in the case of
infringements are nothing more than annexes to the public law relation
between the right holder and the respective state.

As a consequence, intellectual property rights have always been consid-
ered as being confined to the territory ruled by the respective sovereign. In
the words of the ALI Principles: “It has simply been assumed that each
State’s rules apply to anything transpiring within its borders, and no
further.”'® Since legislation on IP rights, just like the previous system of
privileges, pursued mercantilistic objectives, national governments were
preoccupied by two concerns: the risk that foreign states might grant pro-
tection to inventions and copyrighted works only at a very low level or not
at all, and the risk that they would discriminate against foreign inventors
and authors.

' See Helmut Coing, Europiisches Privatrecht 1800-1914, vol. II, 1989, p. 152 seq.
referring to French decrees of 1791 and 1793 as the first legislative acts espousing the
principle of intellectual property; for industrial property, see Ulrich Loewenheim, Ge-
werblicher Rechtsschutz, in: Adalbert Erler, Ekkehard Kaufmann, eds., Handworterbuch
zur Deutschen Rechtsgeschichte, vol. I, 1971, col. 1652, 1653; for copyright statutes
enacted in the numerous German states throughout the 19" century, see Vogel, in:
Schricker (ed.), Urheberrecht. Kommentar, 3" ed. 2006, Einleitung, nos. 67 seq. Some-
times, the English Statute of Anne, 8 Ann. ch. 21, also referred to as the Copyright Act,
1710, is considered to be the first copyright act; see William Cornish/David Llewelyn,
Intellectual Property: Patents, Copyright, Trademark and Allied Rights, 5" ed. 2003,
nos. 1-14 and 9-02 seq. But protection under that act was still dependent on a registration
of the right by the guild of stationers, Eugen Ulmer, Urheber- und Verlagsrecht, 3" ed.
1980, p. 55.

'3 ECJ 27 September 1988, case 81/87 (ex parte Daily Mail plc), [1988] E.C.R. 5483
para. 19.

' See ALI Principles (supra note 8), p. 193.
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It is due to these apprehensions that international conventions on these
matters were agreed at an early stage in the development of uniform law:
In fact, the Paris Convention for the Protection of Industrial Property of
1883'7 and the Berne Convention for the Protection of Literary and Artistic
Works of 1886'% were the first uniform law conventions agreed on the
eastern side of the Atlantic. Both conventions implicitly acknowledge that
each contracting state has its own legislation on intellectual property
rights. On this basis, they endorse two principles: (1) the adoption of
certain minimum standards of substantive law to be implemented by each
contracting state; and (2) national treatment for foreign inventors and
creators, i.e., the prohibition of any discrimination of foreign originators.

The rules setting forth these principles are not drafted very clearly.
From a present-day reading, in particular Article 5(2) of the Berne Con-
vention may be interpreted as containing a choice-of-law rule, too. After
stating that the enjoyment of the creator’s rights “shall be independent of
the existence of protection in the country of origin of the work,” this provi-
sion prescribes that “the extent of protection, as well as the means of
redress afforded to the author to protect his rights, shall be governed
exclusively by the laws of the country where protection is claimed.”

In light of the historical public law background of IP rights outlined
above, it is not very likely that this provision was meant to designate the
law applicable to the protection of copyright by contract or tort.'” But there
is little doubt that the commitment to national treatment contained in that
provision limits the discretion of the national legislature when it comes to

17 Paris Convention for the Protection of Industrial Property, done on 20 March 1883,
828 UNTS 305.

'® The Berne Convention for the Protection of Literary and Artistic Works, done on
9 September 1886, 1161 UNTS 3.

' For the debate on the interpretation of Art. 5 para. 2 of the Berne Convention as a
choice-of-law rule, see Bernd von Hoffimann in Staudinger, Kommentar zum Biirgerli-
chen Gesetzbuch mit Einfithrungsgesetz und Nebengesetzen. Einfithrungsgesetz zum
Biirgerlichen Gesetzbuch/IPR Art. 38-42, Neubearbeitung 2001, Art. 40 EGBGB no.
375. See also S.J. Schaafsma, Rome II: intellectuele eigendom en oneerlijke con-
currentie, Weekblad voor Privaatrecht, Notariaat en Registratiec (WPNR) 2008, 998,999
who advocates the interpretation of that provision as both a prohibition of discrimination
and a choice-of-law rule. As a consequence, he claims Art. 5 para. 2 of the Berne Con-
vention to prevail over Art. 8 Rome II in accordance with Art. 28 para. 1 of the
Regulation; see p. 1000. For an opposite view on Art. 5 para. 2 Berne Convention, see
Nerina Boschiero, Infringement of Intellectual Property Rights — A Commentary on
Article 8 of the Rome II Regulation, YB PIL 9 (2007) 87, 97 seq.; Haimo Schack, Das
auf (formlose) Immaterialgiiterrechte anwendbare Recht nach Rom II, in: Dietmar
Baetge/Jan von Hein/Michael von Hinden (eds.), Die richtige Ordnung — Festschrift fiir
Kropholler, 2008, p. 651, 661. In light of this debate, the unequivocal reference of Art. 8
Rome II to the lex loci protectionis cannot be regarded as redundant.
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the adoption of choice-of-law rules for infringement proceedings. National
conflict rules that subject the damages claims of foreign authors to rules
that differ from those governing the damages claims of domestic authors
would hardly be in line with Article 5(2), since they do not ensure national
treatment to foreign authors. A different result could only be inferred in
regard to the parties’ agreement on the choice of a foreign law, since in
that case the difference in treatment between domestic and foreign authors
would not follow from state action but from private agreement not ad-
dressed by the national treatment provisions of the Paris and Berne con-
ventions. Apart from party autonomy, the territoriality principle, meaning
the application of the law of the state for which protection is sought, would
however indirectly follow from the commitment to national treatment
under international law.

IV. Globalization and Intellectual Property

New developments relating to the production, exploitation, and infringe-
ment of intellectual property rights have brought about far-reaching
changes and exposed the territorial principle to increasing doubts.

In present times, the acquisition of intellectual property rights — instead
of being merely the consequence of human creativity that occurs naturally —
is the direct objective of strategically planned business activities. Research
and development are key factors for the productivity of enterprises; the IP
rights often are their major assets. The respective activities form the object
of strategic planning, e.g., of cooperation agreements, mergers, and out-
sourcing. The division of labor at the national and/or international level
has become a common occurrence in the field of research, too.

The resulting difficulties for the IP system may be illustrated by the
following example. Where the laboratories of a major drug maker have
developed a new pharmaceutical agent, long series of experiments will be
needed before new drugs containing that agent can be put on the market.
Often, the drug maker will not carry out these experiments in-house but
will commission another — domestic or foreign — company to do that.
When checking the reactions and compatibility of the patented agent with
other substances, new compounds may be discovered that are also eligible
for patents. As to the owner of such patents, the national laws of the com-
panies involved may provide different answers.

Similar divergences may arise in the context of international coopera-
tion arrangements concerning the development of software, the production
of movies, or the creation of advertising strategies. In all these cooperative
endeavors, the international division of labor is favored by the progressive
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opening of national markets for services as laid out in the General Agree-
ment on Trade and Services (GATS)* and by the revolution in commu-
nication technology. If applied to such international cooperation relations,
the territorial principle might lead to the recognition of different persons as
originators and right holders in different countries with regard to one and
the same object of intellectual property.

The fundamental changes in communication technology, in particular
the digitalization and satellite transmission of information, also affect the
exploitation and the infringement of IP rights. Thus, software licenses,
music, or trademarks are spread worldwide within seconds; users resident
anywhere in the world may gain unauthorized access to copyrighted mate-
rials or may upload data that infringe trademarks protected in many coun-
tries. Multi-state distribution of intellectual property and multi-state in-
fringements are corollaries of the worldwide web. It goes without saying
that the territorial principle makes the protection of intellectual property
rights increasingly difficult where infringements, due to the communica-
tion techniques used, are inherently ubiquitous.

V. Intellectual Property and Neighboring Categories of Law

As pointed out above (supra I1.), the mechanism of private international
law includes the classification of legal issues as being part of a category of
law — in this case, of IP law. Classification may raise problems where
neighboring categories of law governed by different choice-of-law rules
suggest themselves as alternatives to intellectual property.

As far as the rights covered by the concept of intellectual property are
concerned, recital 26 of the Rome II Regulation points out that “for in-
stance, copyright, related rights, the sui generis right for the protection of
data bases and industrial property rights” are meant and subject to the
principle of the lex loci protectionis.*' The list is not conclusive; in accor-
dance with the ALI Principles, moral rights might be added.*

It is doubtful, however, whether also the right of publicity, i.e., the right
to one’s image or voice, can be classified as an IP right. The ALI Prin-
ciples consider infringements of this right as a matter of unfair competition
pinpointing the economic exploitation of, instead of the intrusion into,
other people’s private life.* In Germany, invasions of the right of publicity

* General Agreement on Trade in Services, done at Marrakesh on 15 April 1994, OJ
1994 L 336.

2! See supra note 7.

2 ALI Principles (supra note 8), § 301 Comment f., p. 203.

3 ALI Principles (supra note 8), § 301 Comment e., p. 203.
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have traditionally been characterized as infringements of a general right of
personality subject to the general choice-of-law rule on torts.”* A signifi-
cant practical difference concerns agreements on the applicable law: While
Rome II excludes the free choice of law by the parties for infringements of
IP rights and generally also for unfair competition, such choice is permit-
ted in relation to the general conflicts rule.”

This takes us to another overlap of categories of the law: the infringe-
ment of IP rights and unfair competition. The unauthorized use of IP
rights, in particular trademarks, will often be sanctioned under both IP law
and the law of unfair competition. The respective claims may therefore be
classified under both headings. In cross-border cases this will not often
give rise to inconveniences, since the law applicable to unfair competition
is the law of the country whose market is affected; it is in this country
where the respective IP rights will generally be infringed. Exceptionally,
however, the general choice-of-law rule on torts will apply under Rome 11
where an act of unfair competition affects exclusively the interests of a
specific competitor; in that case, the common origin of the companies
involved may prevail over the law of the market affected, and the parties
may also be allowed to choose the applicable law.*®

Apart from the situations outlined above, the law applicable to IP rights
may get into conflict with the law chosen by the parties in the field of
transfer and license agreements. Like all other contracts, such agreements
are primarily subject to the law chosen by the parties (see infra V1.), and
that may be a law that differs from the lex /oci protectionis. It is up to a
fine-tuning of the relevant choice-of-law rules to find out which aspects of
a contract are subject to the law chosen by the parties and which not.

VI. A Survey of Choice-of-Law Principles

In intellectual property, three choice-of-law principles claim application to
different aspects of a litigation: the /ex loci protectionis, the lex contractus,
and the /lex fori.

1. Lex loci protectionis

The lex loci protectionis is the law of the country for which protection is
sought, not the law of the country where protection is sought. The two ex-

** yon Hoffmann (supra note 19), Art. 40 EGBGB, no. 53 seq.
3 See Articles 4, 6 para. 4, 8 para. 3 and 14 Rome 11, supra note 7.
% Compare Article 6 para. 2 with Articles 4 and 14 Rome II, supra note 7.
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pressions are sometimes confounded, but must be clearly distinguished.”’
The latter could be interpreted as referring to the country of the court
where a claim for protection is pending; in this case it would simply be
synonymous to the /ex fori and would indirectly refer to the rules on juris-
diction. Where legal action is taken in the courts of the country of protec-
tion, lex fori and lex loci protectionis would be identical. But there may
also be a competent court outside that country, and such court should not
apply its own law, but the law of the country for which protection is
sought, which would be a foreign law in that case.

Except for the Belgian Code on Private International Law, the statutory
materials listed in the introduction (supra 1.) do not contain much infor-
mation on the substantive scope of the lex loci protectionis. Following the
Belgian law,”® both the ALI Principles® and the CLIP Principles® are
more detailed in this respect. Under these instruments there is unanimity
that the existence of IP rights, including the formal and substantive re-
quirements for their constitution, are subject to the lex loci protectionis,
which also governs their validity, their scope and possible limitations or
exceptions, their duration including the extinction, their transferability and
the manner and formal requirements of transfer, licenses and security
interests in IP rights, co-ownership and the transferability of shares, as
well as the infringement of IP rights.

At first sight, the ALI Principles appear to take a different approach,
allowing the parties to agree at any time on the designation of a law that
will govern their dispute.’’ However, the seemingly wide party autonomy
is narrowed by a large number of exceptions that reflect the IP aspects
listed above.”” The comments and illustrations for party autonomy pro-
vided by the ALI appear to be limited to purely obligatory — i.e., inter
partes — effects, in particular to infringement, and explicitly state that an
“agreement cannot create intellectual property protection in jurisdictions
where none exists.”> While the differences between the national laws and
principles are not as significant as it might appear at first sight, marked
differences can be ascertained regarding the law applicable to infringe-

" See Boschiero, above at fn. 18, YB PIL 9 (2007) 98 seq.; see also Jiirgen Basedow,
Axel Metzger, Lex loci protectionis europea, in: Alexander Trunk (ed.) Russland im
Kontext der internationalen Entwicklung: Internationales Privatrecht, Kulturgiiterschutz,
Geistiges Eigentum, Rechtsvereinheitlichung — Festschrift fiir Boguslavskij, 2004,
p. 153, 159 seq.

2 See Article 94 § 1 of the Belgian Act (supra note 6).

See ALI Principles (supra note 8), § 301.

See various provisions of the CLIP Principles (supra note 9), part 3.

1 ALI Principles (supra note 8), § 302.

32" ALI Principles (supra note 8), § 302 (2).

33 See ALI Principles (supra note 8), § 302, Comment a., Illustration, p. 213.
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ments (see below 8) and to initial ownership (see below 7); in both areas
the ALI Principles give room to party autonomy.

2. Lex originis

Before turning to IP contracts, it should be mentioned that non-registered
IP rights, in particular copyrights, are subject in some countries not to the
lex loci protectionis, but to the law of origin, which is sometimes defined
as being the law of first publication of a copyrighted work or, before pub-
lication, the law governing the author’s personal status.** Both connecting
factors appear to promise a universal recognition of the author’s copyright
in accordance with the same law.*

However, as pointed out above, the obligation enshrined in Article 5
para. 2 of the Berne Convention to grant national treatment to foreign
authors does not permit contracting states to enact state legislation that
subjects their copyright to a law that differs from the one governing the
copyright of domestic authors.’® As a consequence, Portugal, where private
international law refers to the lex originis as the law governing copyright,
has to accommodate inland treatment by a reservation for “special legis-
lation” covering also cases governed by the Berne Convention; therefore,
the reference to the lex originis is without significance in practice.’’

3. Lex contractus

A second set of issues related to the transfer and licensing of IP rights is
subject to the lex contractus, i.e., general choice-of-law rules for contracts.
Except for the Swiss Act,®® this rule is not made explicit in any of the
national statutes on private international law listed in the introduction
(supra 1.). But it is nevertheless recognized everywhere as a matter of clas-

** See, e.g., Art. 48 para. 1 of the Portuguese Civil Code: “(1) Without prejudice to
what is laid down in special legislation, the rights of authors are regulated by the law of
the place of first publication and, in the absence of publication, by the author’s personal
law” (my translation, J.B.). A similar rule relating to the existence, content, and extinc-
tion of copyright can be found in Art. 60 of Law no. 105 on the regulation of legal
relations of private international law of Romania of 22 September 1992, original text and
German translation in Wolfgang Riering, ed., IPR-Gesetze in Europa, 1997, p. 132, 154
seq.
¥ See Schack (supra note 1), p. 42 seq. and 53 seq.; id. (supra note 19), p. 663 seq.;
James Fawcett/Paul Torremans, Intellectual Property and Private International Law,
1998, p. 512.

* See the text supra at note 19.

" See Moura Vicente (supra note 19), p. 230, who cites other literature claiming that
because of the need of inland treatment Art. 48 para. 1 of the Civil code is without
practical application.

3 See Article 110 (3) of the Act (supra note 3).
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sification. The report Giuliano/Lagarde on the 1980 Rome Convention on
the law applicable to contractual obligations® is based on the assumption
that the Convention applies to contracts relating to intellectual property to
the extent that contractual issues are at stake.*” The distinction of contrac-
tual and non-contractual issues may sometimes be difficult to carry out,*'
but is inevitable. The European Commission’s proposal for the Rome I
Regulation contained an explicit choice-of-law rule for license agree-
ments*? which was criticized for its excessive simplicity” and therefore
deleted from the final text of the Regulation.* But this does not mean that
license agreements are excluded from the Regulation; rather, its general
choice-of-law rules apply and have to be interpreted in a way that is
appropriate to the type of agreement in question.

The classification of issues as contractual or non-contractual is allevi-
ated by provisions such as Article 94 § 1 of the Belgian Act* which point
out that the possibility to dispose of IP rights, i.e., their transferability and
the manner of transfer, are subject to the lex loci protectionis; similar
provisions are contained in the ALI Principles*® and the CLIP Principles.*’

¥ Rome Convention of 19 June 1980 on the Law Applicable to Contractual Rela-
tions, consolidated version in OJ 2005 C 334.

“ See Mario Giuliano, Paul Lagarde, Report on the Convention on the Law
Applicable to Contractual Obligations, OJ 1980 C 282/1, 10 at para. 2 excluding in rem
rights and rights in intangibles from the scope of the convention, while Article 4 (3) of
the Rome Convention explicitly refers to contracts dealing with in rem rights in real
property, thereby making clear that the exclusion referred to in para. 2 of the report does
not relate to the contractual issues.

4l See the examples given by Paul Torremans, Licences and assignments of intel-
lectual property rights under the Rome I Regulation, Journal of Private International Law
(JPIL) 2008, 397, 398-399.

2 See Article 4 (1) (f) of the Commission Proposal for a regulation of the European
Parliament and the Council on the law applicable to contractual obligations (Rome I),
COM(2005) 650 of 15 December 2005; the rules of the proposal are also published in
Max Planck Institute for Comparative and International Private Law, Comments on the
European Commission’s Proposal for a Regulation of the European Parliament and the
Council on the law applicable to contractual obligations (Rome I), RabelsZ 71 (2007)
225, 254.

# See the CLIP Comments on the European Commission’s Proposal for a Regulation
on the Law Applicable to Contractual Obligations (Rome I) of 15 December 2005 and the
European Parliament Committee on Legal Affairs’ Draft Report on the Proposal of
22 August 2005, 4 January 2007, see <www.cl-ip.eu/>, last accessed on 18 March 2009;
see also the Max Planck Institute, previous note, RabelsZ 71 (2007) 263-265; Torremans
(supra note 41), JPIL 2008, 403 seq.

* See Article 4 of Regulation (EC) no 593/2008 of the European Parliament and of
the Council of 17 June 2008 on the law applicable to contractual obligations (Rome I),
0J 2008 L 177/6.

* See supra note 6.

4 ALI Principles (supra note 8), § 302 (2) (b) and (c).
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They enunciate the general principle that all properties of an IP right which
may become relevant for contracts but which attach to the right as such are
non-contractual in nature. By contrast, all obligations arising between the
parties to an IP-related contract to make use of the right in a certain way or
to abstain from certain ways of using it, are contractual in nature and sub-
ject to the lex contractus.

In the first place, the characterization as contractual opens the gate for
party autonomy. The parties may choose the applicable law* subject to
internationally mandatory provisions, like for example § 32 b of the Ger-
man Copyright Law, which safeguards the author’s right to a reasonable
remuneration even for contracts subject to a foreign law if certain mini-
mum contacts with Germany can be established.*” The effects of choice-of-
law agreements may further be confined by consumer protection legisla-
tion of the consumer’s country of residence under conflict rules such as
Atrticle 6 of the Rome I Regulation;> as an example, the widespread provi-
sions against unfair terms in consumer contracts may be cited.

Where the applicable law has not been chosen by the parties, the owner
of the IP right will generally be considered as the person effecting the
characteristic performance of a transfer or license agreement; conse-
quently, the law of the country where the owner or licensor is habitually
resident would apply under Article 4 para. 2 Rome I Regulation.”' But the
obligations incumbent on the transferee or licensee may be of an equal or
even greater weight.

47 CLIP Principles (supra note 9), § 3:301.

*# See Article 3 of the Rome I Regulation (supra note 44); ALI Principles (supra
note 8), § 315; CLIP Principles (supra note 9), § 3:501.

#§ 32 of the German Copyright Act of 1965 as amended by a law of 10 September
2003, Bundesgesetzblatt I, p. 1774, provides: “(1) For the grant of exploitation rights and
the permission of the use of the work, the author is entitled to claim the remuneration
agreed. Where the amount of the remuneration has not been decided a reasonable
remuneration is deemed to have been agreed. To the extent that the remuneration agreed
is not reasonable the author is entitled to the other party’s approval of an amendment of
the contract that grants a reasonable remuneration to the author. (2)....(3) The other party
may not invoke a contract term which deviates from paras. 1 and 2 to the author’s detri-
ment. The provisions mentioned in the 1% sentence also apply where they are circum-
vented by other arrangements....(4)... .” And § 32 b provides: “§§ 32 and 32 a are of
mandatory application, 1. where the exploitation contract would be subject to German
law in the absence of a choice of law or 2. where significant acts of exploitation to be
committed within the geographical scope of this law are the object of the contract” (my
translation, J.B.).

% See supra note 44.

31 See supra note 44; see also ALI Principles (supra note 8), § 315 (2).
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Suppose that the license forms part of a franchise contract that would be
subject to the law of the franchisee under Article 4 para. 1 ¢) Rome 1.2
The granting of the license on the one hand and the franchisee’s distribu-
tion duties appear to outweigh each other to the effect that no characteristic
performance can be ascertained and the law of the closest connection
would be applicable under Article 4 para. 4 Rome I. But even where the
licensor’s performance can be considered to be characteristic, the licensee
may have undertaken other commitments, e.g., the printing of a certain
number of copies or the issue of a soft cover edition, etc., that may create a
closer connection with a country different from that of the licensor.

In order to cope with these and other complex contractual arrangements,
the European CLIP group proposes to balance, in determining the appli-
cable law, a number of factors that may have greater or lesser significance
from case to case.” This balancing test may lead to the determination of a
performance different from that of the licensor as being characteristic, to
the negation of a characteristic performance (Article 4 para. 4 Rome I), or
to the operation of the escape clause (Article 4 para. 3 Rome I).>* As a con-
sequence, the CLIP Principles have abandoned the concept of characteris-
tic performance and instead instruct the court to look for the closest con-
nection of the contract with any one state. Contrary to some critics,”
Article 4 Rome I appears to be sufficiently flexible to allow for appropriate
solutions and to accommodate the balancing test proposed by the CLIP

group.

4. Lex fori

A third choice-of-law principle that has to be taken into account in IP law,
as in other areas, is the /ex fori for procedural issues. This principle is gen-
erally acknowledged; however, the classification of single issues as being
substantive or procedural in nature varies.”® While the ALI Principles have

52 See supra note 44.

33 See the CLIP Comments (supra note 43); CLIP Principles (supra note 9), § 3:502;
Torremans (supra note 41), JPIL 2008, 403 seq.; see also Pedro de Miguel Asensio,
Applicable Law in the Absence of Choice to Contracts Relating to Intellectual or
Industrial Property Rights, YB PIL 10 (2008) 199, 207 seq.

% Cf. Dieter Martiny, in Minchener Kommentar zum Biirgerlichen Gesetzbuch,
vol. 10, 3™ ed. 1998, Art. 28 EGBGB nos. 262 seq.

> See the criticism by Nerina Boschiero, Spunti critici sulla nuova disciplina comu-
nitaria della legge applicabile ai contratti relative alla proprieta intellettuale in mancanza
di scelta ad opera delle parti, in: Gabriella Venturini/Stefania Bariatti (eds.), Nuovi
strumenti del diritto internazionale privato — Liber Fausto Pocar, 2009, p. 141, 152 seq.

% This is particularly noteworthy between common law and civil law jurisdictions;
see Martin Illmer, Neutrality Matters — Some Thoughts about the Rome Regulations and
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not tackled this problem, the European CLIP Principles closely follow the
Rome I and Rome II Regulations.

Unlike the common law, both EU instruments classify prescription as
substantive, not as procedural.”’ Likewise and contrary to common law
perceptions, the assessment of damages is governed, under the Rome
Regulations, by the lex contractus or lex delicti, and not by the lex fori.”®
By the same token, the burden of proof cannot be considered as being pro-
cedural;59 instead, the pertinent provisions contain substantive rules on the
outcome in the case of uncertainty about the relevant facts. The applicable
law would therefore be the lex loci protectionis, in particular in cases of
infringement, or the lex contractus where facts relevant for contractual
issues have to be ascertained.

VII. Initial Ownership

1. Positive Law

As pointed out before, the division of labor in the production of IP rights
makes it sometimes difficult to determine the initial owner of such a right.
The Rome II Regulation has been criticized for not having tackled this
problem.®® But this issue is simply outside the scope of an instrument on
non-contractual liability; in the terms of the general part of private inter-
national law, it is a preliminary question to the issue of infringement.®' The
existence and ownership of IP rights are a matter for the general — national
and international — choice-of-law rules on intellectual property which have
not been harmonized by EC law so far and actually contain some pertinent
provisions.

Where the inventor is an employee, the European Patent Convention of
1973 deals with this problem and refers to the law of the country in which
the employee is mainly employed. When that country cannot be deter-
mined, the law of the country where the employer has his place of business

the so-called Dichotomy of Substance and Procedure in European Private International
Law, Civil Justice Quarterly (C.J.Q.) 28 (2009), 237, 241 seq.

5T See Article 12 (1) (d) Rome I (supra note 44), and Article 15 (h) Rome 11 (supra
note 7); CLIP Principles (supra note 9), § 3:506 (1) (d) in regard to contractual claims; a
corresponding provision on non-contractual claims is § 3:604(4).

% See Art. 12 (1) (¢) Rome I (supra note 44), making however a reservation for
limits imposed by the law of procedure, and Art. 15 (¢) Rome II (supra note 7); cf.
1llmer, above at fn. 53, C.J.Q. 28 (2009) 242.

¥ See Article 18 (1) Rome I (supra note 44), and Article 22 (1) Rome II (supra
note 7); the CLIP Principles contain a corresponding general rule in Article 3:806.

0 See Boschiero (supra note 19), YB PIL 9 (2007) 102.

1 See Schack (supra note 19), p. 652 — 653.
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to which the employee is attached shall apply.*®® In general, therefore, the
lex loci protectionis is excluded in these cases to the extent that the right to
a patent before registration is at issue; it regains its unfettered significance
after registration. Some of the conflict statutes listed in the introduction
(supra 1.) contain similar rules. They allow for choice-of-law agreements
either directly or indirectly by the contractual determination of the main
working place.

The Belgian Act of 2004 extends this rule to other cases where indus-
trial (sic!) property results from contractual relations, and establishes a
rebuttable presumption that the lex contractus, as the law of the closest
connection, governs initial ownership.® Analogous rules can be found in
the ALI Principles for registered rights,* for non-registered trademarks,*
and — in a rather complex rule — also for other rights that do not arise out
of registration, in particular copyrights.5

2. Inconvenience of the lex loci protectionis

An assessment of these rules must take into account that the universal and
unambiguous identification of the initial owner of an IP right is of the
utmost significance for the operation of the whole system. In fact, the
application of the lex loci protectionis to issues such as transferability and
formal validity of transfer is hinged upon a clear and uniform identification
of the initial owner. Where national rules differ in regard to the initial
acquisition of IP rights resulting from cooperative research or production,
the economic surplus flowing from the exploitation of such rights will by
necessity be suboptimal because owner A in country X and owner B in
country Y will get into permanent conflicts, not only in their respective
countries of origin, but also on third markets where either A or B will pre-
vail, depending on who is considered as being the initial owner by the
national IP law.

© See Article 60 (1) of the Convention on the Grant of European Patents of
5 October 1973, 1065 UNTS 199: “(1) The right to a European patent shall belong to the
inventor or his successor in title. If the inventor is an employee the right to the European
patent shall be determined in accordance with the law of the State in which the employee
is mainly employed; if the State in which the employee is mainly employed cannot be
determined the law to be applied shall be that of the State in which the employer has his
place of business to which the employee is attached. (2)....”.

% See Article 93 (2) of the Belgian Act (supra note 6); for a commentary, see Marta
Pertegas, in: J. Erauw et al., eds., Het Wetboek Internationaal Privaatrecht Becommen-
tarieerd — Le Code de droit international privé commenté, 2006, p. 477.

® ALI Principles (supra note 8), § 311.

% ALI Principles (supra note 8), § 312.

% ALI Principles (supra note 8), § 313.



20 Jiirgen Basedow

The resulting situation will be one of split ownership, similar to the one
resulting from expropriations that occurred, e.g., after World War II in
East Germany and that led to a rather troublesome coexistence of two cor-
responding trademarks in East and West where the expropriation, because
of its territorial confinement, was not recognized.®” A conflict rule that
would leave the determination of the initial owner to the lex loci protec-
tionis would likely generate similar problems in many cases of a coopera-
tive production of IP rights involving originators from different countries.
In the light of the increasing frequency of such arrangements, such a
choice-of-law approach would be archaic and would impair the produc-
tivity gains to be expected from those forms of cross-border cooperation.

The CLIP Principles take account of these considerations by allowing
choice of law regarding the right to claim a registered right.*® But they
stick to the lex loci protectionis as far as copyright and the entitlement to
IP rights arising out of registration is concerned.® This conflict rule is,
however, toned down by the right granted to the judge to give effect to
work-made-for-hire provisions’™ of the law of another state that has a close
connection with the situation.”! When that requirement is met, the judge
may construe the parties’ relationship under the law applicable, i.e., the lex
loci protectionis, as involving a transfer or exclusive license of all eco-
nomic rights in the work.

With regard to non-registered IP rights, the CLIP proposal is insuffi-
cient and inconsistent in several respects. First, it leaves the matter to the
discretion of the judge instead of providing for a clear-cut and binding
conflict rule; there are no criteria for the exercise of that discretion. More-
over, experience shows that judges who have to apply their own law under
the relevant conflict rule are reluctant to make use of such discretion in
favor of a foreign law.”* Second, the CLIP proposal emerges from the basic

" Bundesgerichtshof (BGH, German Federal Court) 15. January 1957, Gewerblicher
Rechtsschutz und Urheberrecht (GRUR) 59 (1957), 352 = IPRspr. 1956-57, Nr. 165
(Pertussin); BGH 24 July 1957, GRUR 1958, 189, 194 (Zeiss) with a note by Hefermehl
= IPRspr. 1956-57 Nr. 170.

® See CLIP Principles (supra note 9), § 3:201(3).

% See CLIP Principles (supra note 9), § 3:201 (1).

™ See, for example, for the United States 17 U.S.C. § 201 (b): “In the case of a work
made for hire, the employer or other person for whom the work was prepared is con-
sidered the author for purposes of this title, and, unless the parties have expressly agreed
otherwise in a written instrument signed by them, owns all of the rights comprised in the
copyright.” The concept of “work made for hire” is the object of a lengthy definition in
17 U.S.C. § 101.

"' See CLIP Principles (supra note 9), § 3:201 (2).

" A solution similar to the CLIP proposal is contained, in favor of overriding
mandatory provisions of a foreign law, in Article 7 (1) of the Rome Convention (supra
note 39). The reported decisions do not indicate that judges tend to disregard their own
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notion of an inalienable core of moral rights that would be exposed to the
risk of derogation if deviations from the lex loci protectionis were allowed;
but why should the courts of a country whose substantive law subjects ini-
tial ownership of an IP right arising from cooperation to the agreement of
the parties accept a conflict rule which basically excludes party autonomy
and freedom of contract? The pertinent CLIP Principle cannot claim to
result from a universal perspective. Third, while the CLIP proposal is
driven by considerations of mandatory protection of the author, it allows a
derogation in favor of foreign dispositive rules on work made for hire,
which is contradictory. Fourth, it interferes with the operation of the sub-
stantive law of the /ex causae instead of qualifying the basic conflict rule
at the level of private international law. But if the rules of substantive law
on the construction of contracts are deemed to be accessible to the inter-
ference by the CLIP group, why is the existence of an inalienable core of
moral rights being treated as an unshakeable creed that determines the
basic approach in private international law and does not admit any restric-
tions? All in all, the acceptance of this proposal in international judicial
practice appears rather unlikely.

3. The Solution: The lex contractus or Party Autonomy

This unsatisfactory situation could be avoided by the unification of sub-
stantive law on this matter, in particular a rule that would leave it to the
parties’ agreement to decide on the initial owner. The worldwide accep-
tance of such a rule does not appear very likely, however, and it would
have to be supplemented anyway by a default rule applying in the absence
of such agreement. Given the great variety of possible forms of coopera-
tion with different contributions made by the partners, such a default rule
could hardly cover all cases in a satisfactory way. A choice-of-law rule,
therefore, appears to be inevitable for the time being, and an international
agreement on a choice-of-law rule is perhaps easier to achieve than a uni-
fication of substantive law. Again the great diversity of forms of inter-
national cooperation in the field of research, development, and production

law applicable under the relevant conflict rule in favor of a foreign law; for Belgium, see
Tribunal de commerce de Mons 2 November 2000, Revue de droit commercial belge
2001, 617, 619 seq.; see also the survey of the judicial practice by Dieter Martiny,
Européisches Internationales Vertragsrecht vor der Reform, Zeitschrift fiir Europaisches
Privatrecht (ZEuP) 2003, 590, 616, stating that the effect of foreign overriding manda-
tory provisions is hardly ever a matter of judicial disputes; in a similar vein id., Neue
Impulse im Europdischen Internationalen Vertragsrecht, ZEuP 2006, 60, 91 seq. If the
courts do not set aside their own law in favor of foreign mandatory provisions, it is
difficult to see why they should give a greater weight to foreign default rules like the
work-made-for-hire provisions.
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of IP rights would favor party autonomy, since the parties have a better
knowledge of their own cooperation scheme and also of the relative ad-
vantages of the national legal systems involved.

On the other hand, the admission of party autonomy in this field would
certainly accentuate or even strengthen pre-existing asymmetries between
the parties. In a short-term view, the large producers of IP rights estab-
lished in the United States, the European Union, and Japan would impose
the choice of their own laws on their respective contracting partners. But in
the long run, other countries may engage in a regulatory competition for IP
laws that are attractive for IP producers and trigger a shift of choice-of-law
clauses to the new statutes. One could object that the choice-of-law
mechanism would expose the smaller parties to international cooperation
agreements to foreign laws, depriving them of the benefits that would flow
from their activities under their own laws. One might even argue that free
choice of law, where applied to initial ownership, would broaden the brain
drain from developing and threshold countries to the industrialized world.

But this outcome is not very likely. First, the information produced by
Third World originators will improve their own situation and that of their
respective national economies, even if some of the work product will be
owned by their partners from industrialized countries under the respective
cooperation agreements. Second, the legal security afforded by the recog-
nition of party autonomy in this field will encourage investment in the
respective areas in Third World countries. And third, where a national
government of a developing or threshold state, in weighing the pros and
cons, feels a need to protect domestic originators, it may enact interna-
tionally mandatory rules to that effect which will prevail over the parties’
choice-of-law agreement.

It is submitted, therefore, that the law governing the contract underlying
the cooperative production of IP rights should determine the identity of the
initial owner in cases of cross-border cooperation arrangements. Oppo-
nents to this proposition argue that it cannot be applied to copyright
because a person who would acquire, under the lex loci protectionis, a
copyright including certain inalienable moral rights, might be deprived of
these entitlements by virtue of a contractual choice of law; this is said to
conflict with the mandatory character of their inalienability, which some
believe to be rooted in constitutional guarantees of fundamental rights.

It is doubtful whether the assumptions underlying this argument in sub-
stantive law are correct; comparative investigations point instead to a far-
reaching although not complete freedom of contract in regard to moral
rights.”” Moreover, it is questionable whether the whole system of private

3 See Axel Metzger, Rechtsgeschifte iiber das Droit moral im deutschen und franzs-
sischen Urheberrecht, 2002, suggesting throughout the book that the dogma of inalien-
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international law relating to copyright, which is essentially an economic
right, should be determined by the existence of some marginal entitlements
of a moral and mandatory character; they could be coped with by escape
clauses for mandatory provisions where the decision of a case actually
turns on them. It should finally be recalled that our proposition advocates
not abandoning the lex loci protectionis as such, but restricting it with
regard to cases where intellectual property rights result from cross-border
cooperation; in such cases it will sometimes be unclear who is the holder
of the right under the lex loci protectionis, and the laws of the countries
may also differ in identifying that right holder. Application of the various
leges locorum protectionis may therefore be of little avail, and the cer-
tainty about the identity of the initial owner gained by the parties’ choice
of the applicable law will outweigh the remaining inconveniences.

Some support for the view explained above is given by the judgment of
the European Court of Justice in Duijnstee v. Goderbauer,” which dealt
with the exclusive competence for proceedings under what is now Art. 22
no. 4 of the Brussels I Regulation” in patent cases. Referring to the tra-
vaux préparatoires, the Court confirmed the “restrictive nature of the pro-
vision” which should apply only to disputes about the existence, validity,
and lapse of a patent, but not to a litigation about the entitlement to a
patent which has to be decided on the basis of the legal relation between
the parties.”® Since jurisdiction for such disputes has to be decided in
accordance with the general rules of the Brussels I Regulation, it follows
that choice-of-forum agreements are possible under Art. 23. This would
appear to apply to copyright, too, which is not even mentioned in Art. 22
no. 4. If agreements can determine the competent courts for proceedings
about initial ownership, it is difficult to see why they should be completely
excluded with regard to the applicable law.

As pointed out before, the preceding proposition concerns only the
identification of the initial owner in cases of contractual arrangements of a
cross-border cooperation that lead to the production of IP rights. After the
determination of the initial owner has been made, the lex loci protectionis
will come into play again and apply to issues relating to the further devel-
opment of the IP right in question.

ability is subject to a large number of exceptions and restrictions in both German and
French law.

™ ECJ 15 November 1983, case 288/82 (Duijnstee v. Goderbauer), [1983] E.C.R.
3663.

7 Council Regulation (EC) no. 44/2001 of 22 December 2000 on jurisdiction, and the
recognition and enforcement of judgments in civil and commercial matters, OJ 2001 L
12/1.

" ECJ (supra note 74), paras. 23-26.
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VIII. Multi-State Infringements

1. Basic Principle: lex loci protectionis

As a matter of principle, the infringement of IP rights must be governed by
the lex loci protectionis. It would be contradictory to subject the existence
and content of these rights to the law of the country for which protection is
sought and to apply a different law when the owner actually seeks pro-
tection. Since IP rights are nothing but creatures of positive law, their
existence and scope is tantamount to the description of what constitutes an
infringement and of the remedies available. Applying a different law to
infringement would inevitably change the content of the IP right as laid out
in the /ex loci protectionis. This inherent link has explicitly been acknowl-
edged by the more recent national statutes listed in the introduction (supra
I.), in particular the laws of Belgium, Korea, and Switzerland. Without
dealing with the basic issues of IP rights like existence, ownership, or
validity, Article 8 of the Rome II Regulation equally refers to the /ex loci
protectionis for all issues relating to the infringement of such rights.

These considerations also conflict with the authorization of the parties
to agree on the law applicable to infringements. Nevertheless, the free
choice of law is permitted by § 302 of the ALI Principles, whereas the
statutory provisions cited in the introduction (supra 1.) are silent in this
respect and thereby exclude the parties’ choice of the applicable law. The
only exception is Article 110 para. 2 of the Swiss Act, which allows the
parties to agree, after the occurrence of the infringement, on the lex fori as
the applicable law.”” While the free choice of law is also permitted, as a
general rule, by Article 14 of the Rome II Regulation, Article 8 para. 3 ex-
plicitly excludes such agreements in regard to the infringement of IP
rights.”

Choice-of-law agreements may bring about strange situations indeed.
Suppose, for example, an IP right granted by a country where infringers
get very low compensation or no compensation at all under the national
law of torts. If license agreements concerning such IP rights are subject, by
standardized choice-of-law clauses, to the law of contracts and torts of the
U.S., the infringing licensee might be confronted with very high damages
claims, including even punitive damages. It goes without saying that the
very character of the IP right in question changes if such an exorbitant
protection is granted as a matter of general practice. This assessment might
differ for individual choice-of-law agreements made after the occurrence
of the infringement, which explains the Swiss rule mentioned above.

7 See supra note 3.
™ See supra note 7.
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The application of the /ex loci contractus to infringement cases is how-
ever hinged upon two assumptions: First, it presupposes that the reference
to the locus protectionis is unequivocal in the sense that there is only one
legal system dealing with the consequences of infringements for the whole
territory where the IP right is in force. Second, the operation of any
choice-of-law rule must lead to a selection of one or more applicable laws
out of the very large number of legal systems in the world. These prerequi-
sites may be absent in some cases.

2. Unitary IP Rights

As to the first condition, difficulties may arise in federal entities if the IP
right covers several jurisdictions without being supplemented by sanctions
applicable in the case of infringement. This does not concern the U.S.
since the various federal acts establishing IP rights contain provisions
dealing with the compensation of losses resulting from the breach of those
IP rights. While American law in general does not recognize a federal
common law, leaving the law of torts in particular to the single states,” the
situation differs regarding the infringement of IP rights because of federal
statutory provisions.*

Different consequences must be drawn, however, in regard to the Euro-
pean Union. Here, two types of IP rights exist: The single member states
grant and administer national IP rights which, although harmonized in sub-
stance to a large extent by EC Directives adopted under Article 95 EC,
have a purely territorial scope limited to the respective member state. Next
to these national IP rights the Community has created Community IP rights
by regulations issued under what is now Article 308 EC. They owe their
existence not to national sovereignty, but to the sovereignty of the Euro-
pean Community; they have been created by regulations which are directly
applicable under Article 249 EC and will therefore prevail over any
national enactment that might be adopted for their amendment. Their geo-
graphical scope is not the sum of the 27 national territories of the member
states, but ipso iure extends to the whole of the Community. According to
its wording, the legislative basis of the underlying regulations, i.e., Article
308 EC, is subsidiary to other provisions of the Treaty that provide the
necessary powers; therefore, given the Community powers under Article

" Erie R.R.Co. v. Tompkins, 304 U.S. 64, 78 (1938); for choice-of-law, see Klaxon
Co. v. Stentor Electric Manufacturing Co., 313 U.S. 487, 496 (1941).

% For copyright infringements, see 17 U.S.C. § 501 seq.; for patent infringements,
see 35 U.S.C. § 271 seq., 281 seq.; for trademark infringements, see 15 U.S.C. § 1114
seq.
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95 EC, no approximation or unification of national laws is possible on the
basis of Article 308.%!

As compared with the national IP rights, the Community IP rights are
therefore sui generis as it is clearly spelled out in recitals 2 and 3 of the
Community Trademark Regulation:™
Whereas the principle of unitary character of the Community trademark...will apply
unless otherwise provided for in this Regulation; whereas the barrier of territoriality of
the rights conferred on proprietors of trademarks by the laws of the Member States can-
not be removed by approximation of laws; whereas in order to open up unrestricted eco-
nomic activity in the whole of the Common Market for the benefit of undertakings,

trademarks need to be created which are governed by a uniform Community law directly
applicable in all Member States.

Contrary to what has been argued by a commentator of the Rome II Regu-
lation,® the locus protectionis of a unitary Community IP right is therefore
always the whole of the Community.* As a consequence, the reference to
the lex loci protectionis is made to Community law as such, i.e., to said
regulations. To the extent that they do not contain rules on the liability for
infringements, an additional conflict rule would be needed to designate the
law of the country which applies to that liability (sub-designation, Unter-
ankniipfung). This is the background of Article 8 para. 2 Rome II which
refers to the law of the country where the act of infringement was com-
mitted. Because of the universal application of the Rome II Regulation, the
applicable law under Article 8 para. 2 could be the law of a third country —
for example, Japanese law — if a content provider has uploaded, in Japan,
information that infringes a Community trademark.®

81 See Ivo Schwartz, in Hans von der Groeben, Juirgen Schwarze, eds., Kommentar
zum Vertrag iiber die Europédische Union und zur Griindung der Europdischen Gemein-
schaft, vol. 4, 6™ ed. 2004, Artikel 308 EG no. 65 with many references.

82 Council Regulation (EC) no. 40/94 of 20 December 1993 on the Community trade
mark, OJ 1994 L 11/1, now consolidated in Council Regulation (EC) no. 207/2009 of
26 February 2009, OJ 2009 L 78/1.

8 See Schaafsma (supra note 19), WPNR 2008, 1000 seq. who considers the Com-
munity regulations on unitary IP rights as unifying national law.

% See Hamburg Group for Private International Law, Comments on the European
Commission’s Draft Proposal for a Council Regulation on the Law Applicable to Non-
Contractual Obligations, RabelsZ 67 (2003) 1, 23; Schack (supra note 19), p. 657.

% This possibility is rejected by Schack (supra note 19), p. 659, who alleges that a
right not recognized in a third state cannot be infringed in that country. But the act
committed in the third country leads to an infringement in the EU; while the infringement
occurs in the EU, the act may be committed in a third state. The “act of infringement”
addressed by Article 8 para. 2 Rome II is the physical act that results in an infringement
of the unitary IP right; that infringement is located in the European Union indeed.
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3. Ubiquitous Infringements

The second assumption underlying the lex loci protectionis (or the ap-
proval of any other choice-of-law rule) is the possibility to identify, by its
application, one or several, but in any case a limited number of, applicable
laws. This assumption is no longer justified where the infringing acts are
committed by means of modern communication techniques such as satel-
lite communication or the Internet. In theory, an infringement committed
through the Internet affects corresponding IP rights existing under all
national laws worldwide. The conduct of proceedings in such multi-state
infringement cases becomes impracticable for the right holder, which in
turn would reduce the protection of his rights considerably or even to
naught.

So far, none of the statutory texts listed in the introduction (supra 1.)
has dealt with choice-of-law problems arising from ubiquitous or multi-
state infringements. The solutions proposed in academic writings have not
indicated viable alternatives to the lex loci protectionis.®® Both the ALI
Principles and the CLIP Principles, however, provide for a kind of escape
clause that allows the application of the law of the closest connection to
such infringements;®” the ALI Principles go a step further and declare that
law applicable also to the issues of existence, validity, duration, and attrib-
utes of intellectual property rights.* Both instruments indicate some rele-
vant factors for the determination of the closest connection, in particular
the residence and center of main interest of the parties, the place of per-
formance of the activities giving rise to the infringement, and the principal
markets toward which the parties direct their activities.

This escape clause will most likely have a greater significance in
American courts than in European courts. Article 8 Rome II does not pro-
vide for any exception from the lex loci protectionis, while the lack of
statutory choice-of-law rules in the U.S. gives some latitude to the courts
in choosing the applicable law. Which will be the effect of the escape
clause under such conditions? Where an action for a multi-state infringe-
ment of IP rights is taken to a U.S. court, the court will have, at a first
stage, the possibility of declining its own jurisdiction under the forum non
conveniens doctrine. This procedural device and the escape clause in
choice of law will enable the courts to either accept the case and decide it
under American law or to decline jurisdiction. On the contrary, the prob-
ability of a court accepting jurisdiction and deciding the case under foreign

% For a concise discussion, see Josef Drexl, in Minchener Kommentar zum Biir-
gerlichen Gesetzbuch, vol. 11, 4™ ed. 2006, IntImmGR nos. 206 — 211, p. 890 — 893.

¥ See ALI Principles (supra note 8), §321; CLIP Principles (supra note9),
Art. 3:603.

% See the previous note.
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law would appear rather low. In this perspective, the escape clause which
appears to be a kind of security valve at first sight, may turn out to be
rather a welcome device for courts that want to avoid the application of
foreign law.

In the European Union, the procedural situation differs. According to
the European Court of Justice, most rules on jurisdiction of the Brussels I
Regulation apply only if the defendant is domiciled in the Union and the
plaintiff in a third state.*” Moreover, the Brussels I Regulation excludes the
forum non conveniens doctrine and thereby the judicial discretion in juris-
dictional matters.” For instance, if a Japanese owner of corresponding IP
rights protected in member states and third states sues a European infringer
in a court of an EU member state for a multi-state infringement occurring
inside and outside the European Union, the court will apply the lex loci
protectionis of every country affected, whether a member state or a third
state, in accordance with Articles 3 and 8 Rome II. There is no loophole
for the escape clause designed by the CLIP Principles. In order to avoid
chaos in such a multi-state infringement litigation, however, the court,
under its national rules of civil procedure, may split the whole litigation
into as many separate procedures as there are states involved.

IX. Conclusion

(1) As an overarching concept, intellectual property is appropriate for pri-
vate international law, allowing for, but not imposing, general conflict
rules for all IP rights.

(2) The grant of IP rights pursues objectives of public (economic) policy.
Their structure is shaped by public law; therefore, the point of departure
for choice of law is the principle of territoriality. They generate a kind of
path dependency for the present and future development of international IP
law, although the territorial principle gets into increasing tensions with
globalization, in particular the global dissemination of data through the
worldwide web and with the production of IP rights in international coope-
ration schemes.

(3) The demarcation of IP rights from neighboring areas of the law is less
difficult than it might appear. The article advocates the classification of
moral rights, but not of personality rights, as IP rights.

¥ ECJ 13 July 2000, case C-412/98 (Group Josi Reinsurance Co. ./. Universal
General Insurance Co.), [2000] E.C.R. I-5925, paras. 58—60 with further references.

% ECJ 1 March 2005, case C-281/02 (Owusu ./. Jackson), [2005] E.C.R. 1-1383
paras. 37 seq., 45.
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(4) The territorial principle has to be spelled out as referring to the law of
the country for which protection is sought. This /ex loci protectionis has a
very wide scope. It covers all properties that attach to the IP right as such,
including infringement. The separation of the law governing infringement
from the law relating to the existence, etc., of the IP right — for example,
by allowing choice of law for infringement — may lead to a fundamental
change of the substance of the IP right and is rejected as a matter of prin-
ciple.

(5) Choice-of-law principles governing contracts, in particular party
autonomy, are acknowledged for the contractual transfer and license of IP
rights, too.

(6) As in other fields, the application of choice-of-law rules pursues,
idealistic as that might appear sometimes, the objective of an international
harmony of decisions. In the field of IP rights this objective is hinged upon
an unequivocal determination of the initial owner of corresponding IP
rights. Where only one originator is in question, the matter can be left to
the lex loci protectionis. Where, however, IP rights result from a coope-
ration between two or more partners, the laws of the single countries may
arrive at different conclusions as to the identity of the initial owner. The
choice of the applicable law by the parties can forego such inconveniences.

(7) Infringement is and should basically be subject to the lex loci pro-
tectionis. Where infringement is ubiquitous because of the communication
techniques used, an escape clause is advocated by the ALI Principles and
by the CLIP Principles. However, the results will be very different in the
United States and in Europe.
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I. Introduction

The ALI Principles Governing Jurisdiction, Choice of Law, and Judgments
in Intellectual Property in Transnational Disputes have been published in
August 2008. They are a breakthrough in the area of disputes involving
two or several countries. To present then, we shall focus after a short intro-
duction on the three main Chapters Jurisdiction, Choice of Law and
Recognition of Foreign Judgments.

Each of the 36 Sections is deserving of attention. However, in as many
minutes to introduce them, reason dictates to make choices and to talk only
on highlights, on the most basic or the most innovative solutions. It will be
impossible to comment on each and every provision. We will attempt to
expose the ways in which the ALI Principles propose to remedy the frag-
mentation of legal systems and to simplify multicountry litigation.
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II. History and ambitions

From the inception of intellectual property, that is at the end of the XVth
century for patents, XVIth century for copyright privileges and somewhat
earlier for trademarks, each Sovereign has granted rights according to the
best interests of his State. The aim was to promote industry and commerce
within these national borders and these antique legislations were effective
only within the domestic, often narrow borders. The paradigm changed in
the mid XIXth century. Then great trading States such as England and
France obtained through bilateral negotiations with less powerful partners
like Russia, Belgium or Switzerland an extensive protection for their
authors or inventors, sometimes even trademark owners. !

The system of these conventions created universal protection (in the
main civilized States of the time) for English and French authors. This
protection was premised on the country of origin principle: if someone is
entitled to copyrights in England or France, his entitlement will be recog-
nized and enforced in Russia or Switzerland (sometimes only for the books
written in a foreign language and not for the translation).

However, the system of bilateral protection also led to an unbalance
between French or English authors for example, and domestic authors in
other countries. These domestic authors were not or were little protected
by national legislation, in Russia or Switzerland for example, while foreign
authors enjoyed in the same country the much wider protection which had
been conceded to their mighty country by the tsarist or Swiss government.
In itself, this discrimination in favor of the foreigners was conducive of
much reform in the legislation for the countries which had not felt the need
to protect intellectual property before the conclusion of a bilateral agree-
ment. However, arm-wringing negotiating tactics bring about a bitter taste,
as we can still witness nowadays in the bilateral negotiations between the
US and other countries regarding the alleged inadequacies of the latter’s
intellectual property legislation or practice. This could engulf intellectual
property in any popular rebellion against foreigner friendly government
politics, as is obvious in our days for transgenic seeds in India, for
example.

Therefore, at the end of the XIXth century, enlightened spirits desired to
change the bilateral approach in favor of a multilateral approach. Costa
Rican authors for example would enjoy in every country signatory of the
multinational Convention of Union of Berne of 1886 the benefit of the
legal protection as instituted by the local legislation of that country. The

! See e.g. the conventions between Switzerland and France of 1864, between Switzer-
land and some German States of 1869 and 1881, as well as the German-Swiss Con-
vention of 1892, still effective as of today in the area of trademark use.
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multilateral approach could work in favor of the authors and inventors or
the more developed countries only if a minimum level of protection was
compulsory for each State signatory of the multilateral convention. The
intellectual property became territorial in all respects. It was said that a
Japanese author acquires rights in his work which are distinct in every of
the more than 200 countries of the world: same film, or same mark, or
same invention, yet a bundle of rights all subject to different rules and
regulations. This system prevails today, even under the TRIPs Agreement
of 1994. However, recent case law or legislation abandon in some coun-
tries such as Japan and Switzerland one of the main areas in which the
territorial reasoning was put to practical use, i.e. the national exhaustion
(or first sale) doctrine.

The system is fragmented as to the rights and entitlements which are
given to the authors, designers, performers, inventors and trademark
owners, but the confusion is aggravated by the further fragmentation of the
judiciary. Two hundred countries may be competent for a worldwide in-
fringement case, such as occurs on Internet for example. There is no inter-
national jurisdiction to harmonize the case law and the practice. Until the
institution by the GATT of the Dispute Resolution Board of the World
Trade Organization, there was no recourse for a country observing that the
minimal protection is not granted to its citizens in a another country (with
the exception of bilateral negotiations, which tend to favor only the mighty
and the powerful nations and their authors). Therefore there were innumer-
able conflicts of law and parallel jurisdiction. In a given patent case the
courts of 19 countries could come to adjudicate the essentially identical
issues.

This of course inspired the legal commentators. A Basle PhD thesis
proposed a unification of intellectual property at the beginning of the
XVIIIth century.? Then some French commentators of international private
law such as Battifol and Niboyet proposed a universalist approach. The
German speaking literature was enriched by the treatise of professor Alois
Troller in 1952°, then by the research and proposals presented in 1975 at
the Nymphenburg Colloquium by professor Eugen Ulmer at the request of
the Commission of the European Union.* I also gave a legal opinion in

2 JR. Thurneysen, Juristische Inaugural-Dissertation De Recusione Librorum
Furtiva, zu Teutsch: Vom unerlaubten Biicher-Nachdruck (“On Unauthorized Printing of
Book”), Basle 1725 translated by H. Thieme in: Die Berner Ubereinkunft und die
Schweiz (“The Berne Convention and Switzerland”), Bern 1986, 13—46.

* Das internationale Privat- und Zivilprozessrecht im gewerblichen Rechtsschutz und
Urheberecht, Basle 1952.

* E. Ulmer, Die Immaterialgiiterrechte im internationalen Privatrecht (“Intellectual
Property in Conflicts of Laws”), Kéln, Berlin etc. 1975, translated as Intellectual
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1976 to the Hague Conference of International Private Law on choice of
law for licensing of intellectual property assets, following which the choice
of law of transfer of technology agreements remained on the agenda there
for 15 years, without notable progress. In 1996, professor Jane Ginsburg of
Columbia University and I presented a common proposal for conflicts of
law in Internet related intellectual property cases.” Professor Rochelle
Dreyfuss of New York University published in 2000 a seminal article on
jurisdictional issues taking into account the likely failure of the Hague
Convention to reach a consensus on the recognition of foreign judgment
generally. In 2001 the American Law Institute appointed 3 reporters (Prof.
Dreyfuss, Ginsburg and myself) and a panel of 26 advisors (13 from the
US, 13 from the rest of the world, among which one of the most distin-
guished scholars was professor Toshiyuki Kono of Japan). After the usual
preparation of drafts, discussion among the panel members, examination
by the Executive Committee and the floor, the American Law Institute
approved the Principles on 14 May 2007 and published them in September
2008. This has made our draft one of the quickest ever to reach comple-
tion, and yet we fulfilled our ambitions.

We ambitioned to set up a set of Principles which would be non binding
and helpful for the courts, the practitioners and the scholars. We ambi-
tioned to facilitate the international trade and the cultural life while
respecting the needs of the economy worldwide. We hoped to harmonize
the particular regime of choice of law and choice of jurisdiction for intel-
lectual property rights with the general rules applicable to conflicts. We
wanted the Principles to be compatible with all major legal traditions. And
finally, we hoped to coordinate the rules applicable to each different set of
IP rights, such as copyrights, patents, designs, trademarks and unfair com-
petition with each other.

Did we succeed? Other, more qualified scholars will pass judgment on
that. We have been told that already a dozen PhD dissertations are being
prepared on these Principles. Hopefully these younger learned minds will
viciously attack some of the solutions and gallantly defend most of the
Principles (or the other way round...). I should like to stress that each of
you may examine the solutions I will sketch today under the four view-
points of practicality, respect of other rules on conflicts, compatibility with
major legal traditions and consistency within all areas of intellectual prop-
erty.

Property Rights and the Conflict of Laws (1978). See also my treatise Le Droit d’auteur
(“Copyright Law”), Lausanne 1999, 639 seq.

3 See Propositions conjointes, following my article Internet, le droit d’auteur et le
droit international privé, in Revue suisse de jurisprudence 1996, 288 seq.
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III. Jurisdiction

The ALI Principles concerning jurisdiction are premised on the necessary
respect of the requirements of personal jurisdiction over the respondent
and of subject matter jurisdiction over the litigation. They take into
account the party autonomy to a very large extent, as well as The Hague
Convention of Choice of Court Agreements of 30 June 2005.5

There are four tests to determine the State the courts of which are com-
petent to hear a dispute relating to intellectual property rights

1. General forum: habitual residence of respondent

2. Subject matter forum: country of infringement with limitation to that
country’s damages

3. Party autonomy with some limitations for standard form agreements

4. Contractual license for the country of the forum with limitation to the
IP rights in the contract.

1. Personal jurisdiction

The general forum warrants what could be called the “natural judge” for
the respondent: is the judge of his or her country of habitual residence. As
the notion of domicile is much narrower under the English and some other
laws the ALI Principles follow the more modern continental European
codifications of the law of conflict and some international conventions and
they are based only on the notion of habitual residence.” For legal entities,
statutory seat, place of the incorporation, place of the central administra-
tion or principal place of business indicate the natural forum.

There are derogations to the principle of the “natural judge” being the
judge sitting at the habitual residence of the respondent. When the respon-
dent is extending its activities to an important degree outside its country of
residence, as it is organizing itself to take hold on those other markets, it is
only natural that it could be attracted to the courts of those other countries.
Hence the well known test of “doing business” in US practice. However,
within the States of the Union, this test is not uniformly applied. Further,
the test of “doing business” is tricky to apply in an Internet based econ-

® This Convention does not apply to the disputes concerning the validity of industrial
property rights or to disputes involving consumers or employment contracts. Intellectual
property contracts are subject to the convention (see art. 2 (n)(0)). Issues of intellectual
property may be examined by the chosen court on a preliminary basis (art. 3).

7 According to Comment b ad Sec. 313, p. 140, a natural person may not have more
than one habitual residence. It is known that in texts such as the Restatement of the Law
and the Principles, “comments” express the official views of the ALI, while “Reporters’
Notes” air the opinions of the reporters.
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omy, in which it may be said that any person offering goods or services
through Internet is “doing business” in all countries from which the offer
can be viewed, or at least from which the offer can be followed by an
acceptable order. “To be viewed” may sometimes already qualify as
“doing business” if the service is offering something interesting to watch.

Nevertheless, generally speaking, to do business will imply more. For
example, it may imply accepting credit cards issues by the financial insti-
tution of that country, or shipping goods to that country. Sometimes it may
even imply attempting to abide by the laws and regulations of the buyer’s
country of residence or of the country of delivery of the goods if different.
Linguistic filters or other filters may also exclude business coming from a
given country or group of countries. Therefore, the ALI Principles do not
accept the test of “doing business” to determine jurisdiction, but they do
accept the dual test of “substantially acting” in a State or “directing activi-
ties to that State” [Sec. 204 (1) & (2)]. Only in the particular case when the
respondent is not amenable before a “natural judge”, i.e. the court of its
habitual residence, or place of incorporation etc. in a World Trade Organi-
zation country, the ALI Principles allow for some use of the test of “doing
business” in order to accept the jurisdiction of the courts of the country in
which the respondent “solicits or maintains contacts, business, or an audi-
ence... on a regular basis” [Sec. 204 (3)(b)].

As a consequence, respondents that are located in the 50 or so less devel-
oped countries which are not yet part of the WTO and therefore not bound by
the minimal standards of protection of IP rights embedded in the TRIPs
Agreement of 1994 may not argue of their natural judge being outside the
WTO zone in order to escape from the jurisdiction of the courts of WTO
countries when they are doing business in one or more of these WTO coun-
tries. The ALI Principles are premised on the idea that non WTO countries
may be “information havens”. This quasi general WTO related jurisdiction
extends to “claims respecting injuries arising out of conduct outside the
State that relates to the alleged infringement in the State, wherever the inju-
ries occur”. In my view, the damages can be claimed in that forum for all
injuries “wherever they occur”. This formulation would be clearer, but the
actual text of the ALI Principles has been inspired by the Max Planck Insti-
tute project.® The concern was that the intent to benefit from an information
haven should be clearly shown for this quasi general jurisdiction to apply.
Nevertheless, the Max Planck Institute’s observations are not based on prac-
tical experience of the judiciary. Before any court of law, the most difficult
proof is the proof of intention. God only knows about intentions, the judge
has evidence of acts or abstentions. Therefore, a progressive interpretation

8 See MPI Proposal in: Drexl/Kur (eds.), Intellectual Property and Private Inter-
national Law (2005), pp. 309-334.
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of Sec. 204 (3) ALI Principles should conduct courts aware of the difficulty
of evidence relating to intent to accept quasi general jurisdiction on the basis
of ‘regularly doing business” when the respondent resides in a non WTO
country and to the extent that the harm, wherever it occurs, is related to the
infringing acts giving rise to the jurisdiction.

In case of multiple respondents, consolidation before the natural judge
of one of them is possible if there is a risk of inconsistent judgment and if
the forum is closely related to the entire dispute so that there is no other
forum which would appear to be more closely related to the litigation.

Sec. 207 recites the insufficient grounds for jurisdiction in a very classi-
cal approach:

— Presence of tangible property belonging to the respondent in the alleged
forum

— Existence of an IP right belonging to the respondent which is not in-
volved in the litigation

— Nationality of plaintiff or respondent

— Presence of plaintiff in the forum

— Conduct of commercial or other activities by respondent unless the dis-
pute arises out of these activities

— Service of a writ upon the respondent

— Completion of the formalities necessary to execute the agreement in-
volved in the dispute.

The consequence of not abiding by these Principles is that the ensuing
judgment should not be recognized abroad. It will be noted that the Princi-
ples do not mention the forum non conveniens test among the reasons to
reject a jurisdiction.

2. Subject matter jurisdiction

The rules over subject matter jurisdiction determine the ambit of the deci-
sion of the forum which is acceptable under the rules on personal jurisdic-
tion which we just mentioned. These rules supplement national rules on
subject matter jurisdiction but of course do not purport to replace them.

The first and foremost Principle is that a court will not be deemed not to
be competent simply because it should apply foreign law. This stands to
reason, yet for English jurisdiction in particular, it has long been thought
that they were not competent to apply foreign law and should therefore
decline their jurisdiction whenever foreign law is involved.’

? See e.g. Fairchild Semiconductor Corporation vs. 3D Semiconductor, Inc. (D Me
2008) 2008 WL 5179743 at 5 seq. (discussing concerns arising from the application of
foreign intellectual property legislation).
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When the invalidity of a foreign registered intellectual property right is
declared, the judgment will not be opposable to third parties. The idea is
that only the courts of the country of registration of that right can decide
upon the extent of the public domain in that country.'” Otherwise, the
foreign court will be competent for all claims and defenses among the par-
ties, regardless of the territorial source of these claims or defenses, of the
“country of origin” of the right.

The authors of the ALI Principles have given a special attention to the
declaratory actions. These actions are extremely important in the area of
intellectual property, because it may be said that many disputes revolve
about the validity or invalidity of a patent, design or trade mark. Often as
well, the respondent to a possible action for infringement will file some-
where an action claiming that it does not infringe upon an IP right. Further,
license agreements oftentimes bind rather large companies that are ready to
respect their duties when the court has first decided on the exact extent of
these duties. A typical case might be the following: a chemical company
has received a site license for the production according to a certain pat-
ented process. Due to environmental concerns its factory has to be relo-
cated. Will the license allow for the new factory somewhere else to apply
the patented process? Declaratory actions also take up negative contractual
issues, for example does a new development fall under the existing license
or not?

The merit of these declaratory actions may differ in fact, but in interna-
tional litigations, they have in common to allow for delay. If a declaratory
action is introduced in a country the courts of which are known for taking
years and years, if not decades, to definitely decide an issue, the other
actions may be practically crippled, or there is the risk of inconsistent
judgments. This has been known as the “Italian torpedo”: the respondent
to an infringement under a European IP right files a declaratory action and
can expect that the litigation will last ten years at least. For a right limited
in time, this is too long. Some commentators maintain that the system has
changed in Italy for the admissibility of these actions, but this obviously is
a larger problem not limited to the country of Giulietta and Romeo. The
solution of the Principles is to allow declaratory actions claiming that an IP
right is invalid only in the country of registration. Of course it does not
help in Europe since European patents do give rise to national registrations
for all countries where protection is claimed at the European Office for
Patents in Munich. Nevertheless, it may give some relief against declara-
tory actions that would be filed in other countries in which there would be
no registration. All other declaratory actions, for example the actions con-

1% See along the same pattern but with more detailed regulation Art. 2(3) and 10 of
The Hague Convention on choice of court agreements of 30 June 2005.
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cerning licensing agreements, will follow the general rules. So do also the
jurisdiction for provisional measures. The presence of tangible property
related to the IP rights in dispute is sufficient to admit jurisdiction, but if
the goods are only in transit, the ambit of the provisional measures is
restricted to temporary detention while the true owner of the good is iden-
tified and joined to the proceedings. The ALI Principles so take into
account the TRIPs and European Union rules applicable to the detention of
infringing goods at the borders.

3. Consolidation and coordination

In an ideal world, there would be only one court adjudicating the same
claims based on the same facts between the same parties. However, the
territoriality of intellectual property entails that this might often not be the
case. The authors of the ALI Principles are courageously attempting to
propose rules for the coordination in the larger meaning of the word of the
multiple litigations which bear on identical or similar allegations in
numerous countries before several courts.

The authority of the court first seized to examine coordination and con-
solidation of the claims will be noticed, as well as the general favor towards
consolidation rather than coordination in the stricter meaning of the word,
i.e. the cooperation between courts that independently proceed towards the
resolution of parallel cases in different countries. Coordination is an
awkward undertaking, since each and every step, be it an order or perhaps
even a letter by one court to the other etc. could become the subject matter of
an appeal, thus effectively impeding the efficient unfurling of the pro-
ceedings. If consolidation can take place, it is wished that it will happen
before a court which has expertise in the IP area. It is also desirable that this
court decides to apply one law to all aspects of the dispute, with the
exception that if a party can prove that in a given country, the consequences
of the application of that country’s law are different, the party may request
the consolidating court to take these differences into account.

If consolidation takes place and if the court applies one law to the entire
litigation, the IP rights holders will find it much easier to pursue piracy.
Conversely, the respondents may find it difficult because the whole world
market may be closed to their products. The proper answer to the risks
inhering in such consolidated proceedings is a very decided respect of the
“ordre public” (=“public policy”) provisions of each and every country.
However, it is a decisive advantage of the ALI Principles that they
squarely favor the energetic pursuit of IP rights compliance throughout the
world. In a global village, the financial crisis of 2008—2009 has shown, it
is not less or more regulations that matter much, but the more effective
enforcement of norms that already exist.
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IV. Applicable Law

1. Territoriality

The court which is competent will in most cases apply its own laws,
because the judges and counsel know them best. However, the experience
in small countries such as Switzerland whose courts are often chosen by
commercial parties shows that national courts are able and willing to apply
foreign law if so directed by their rules on conflicts of laws.

The ALI Principles are premised on party autonomy in jurisdictional
matters. Therefore, it may be hoped that parties often designate as exclu-
sively competent one court which will know of their dispute wherever the
infringement or violation of the license agreement takes place. Further, the
consolidation of parallel proceeding also leads the consolidating court to
examine all facts of the case independently of the country where these
facts are alleged to happen, and to embrace all legal questions between
parties independently of the legal order which applies to the solution of the
dispute. As a result, courts may have to apply foreign law and, more par-
ticularly, foreign legislation on intellectual property.

Nevertheless, the question of applicable law should not be understood
too broadly. A good many issues are governed by laws that are not ame-
nable to the choice of the parties, such as public law restrictions con-
cerning currency control, taxation, governmental approval, registration and
procedures before the Registrar, as well as procedures before customs
authorities, certification of the origin of goods, etc.. When the ALI Prin-
ciples refer to the applicable law, it is not to these public laws, but to the
private law aspects of the case, and the main requirements of the legisla-
tion on the validity of IP rights as well as their transferability. In the same
fashion, party autonomy regarding licensing transactions exists but with
more or less narrow boundaries. Further, as is obvious, there is a need for
the court to choose a specific law only when the parties did not agree,
expressly or impliedly (for example by both pleading the same law), that a
given law should apply. The ALI Principles recognize that some issues
escape party autonomy, because of the national public interest (for
example in defining public domain and cultural policies). So there is no
party autonomy for the validity and maintenance of IP rights, the existence
and the extent of the protection, as well as the transferability and duration
of rights or the remedies afforded to aggrieved IP rights owners. In the
same manner, there is no party autonomy for the formal recordation of
transfers and licenses. Finally, party autonomy in standard form agree-
ments is limited to a reasonable choice in view of the nexus between the
parties, the subject matter of the agreement and the State the law of which
is chosen. It is in my view reasonable to opt for the law of the State the
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courts of which are chosen for the adjudication of any dispute between the
parties, even if this choice of court is the only reason to apply that law.
The court having to decide on the reasonableness of the parties’ choice
will take into account the residence of the parties and their resources, as
well as the sophistication of the non drafting party. Of course, the capacity
of the parties cannot be governed by the law which they chose. It will be
governed by the law of the habitual residence of the party whose capacity
is at issue.

Most IP legislations are territorial in nature. Territoriality means that
registered rights are submitted to the law of the State of the registration of
the IP right. For unregistered rights territoriality means the application of
the law of the State for which protection is sought, as Art. 5 (2) of the
Berne Convention already stated in 1886. For unfair competition claims,
territoriality means the application of the law of the State in which the
damage arises. Once again, the territorial law will apply to determine the
existence, validity, duration, attributes and infringement of intellectual
property rights and the remedies for their infringement (Sec. 301 (1)). The
same rule applies to the right of publicity, which is no longer deemed to be
a right of privacy [i.e. “the right to be left alone”], but a commercial right
[i.e. “the right to sell or license one’s own image”].

Territoriality also means that the legislations on intellectual property
usually apply and are intended to apply only within the confines of a given
country. Nevertheless, some legislations and mainly recent cases provide
for an extraterritorial reach of important provisions. Internet has greatly
accelerated the understanding that the very purpose of national copyright
and trademark law could be defeated if the effect of IP legislation would
stop at the border.

Moreover, there are three areas where the territoriality principle seems
practically inadequate in a world of 200 countries: Who is entitled to a
given IP asset? On which basis should damages be awarded: only domestic
damage or also harm occurring in foreign countries? Should licensing
agreements providing for worldwide licenses or licenses granted for
several countries be subject to a different law in each and every country
where they apply? In these three areas, it does not seem reasonable to have
two hundred possible solutions to one and the same legal issue. For exam-
ple, was it really reasonable that the trademark Hag would belong to one
company in Belgium (by reason of post world war II confiscation) and to
another company in the rest of Europe? Entitlement to any given IP asset
should be uniform throughout the world, as is for example the title to mov-
able property (the owner of a car in Japan will have his property recog-
nized by Korean courts on the basis of his property rights under Japanese
law if he takes his car by ferry to Korea). Besides, in the correct view



42 Frangois Dessemontet

entitlement to IP rights is based on the human dignity (and not only on the
ancillary doctrines of reward or contract between the inventor and So-
ciety). This allows for example women as well as men to be characterized
as authors even if some countries might decide otherwise under their posi-
tive law. It is the effect of the overriding value of human rights as embed-
ded in the Universal Declaration of Human Rights of 1948 [a non binding
text], the European Convention on Human Rights of 1949, the United
Nations Pact on the Economic, Social and Cultural Rights of 1966, that all
enumerate intellectual property as being guaranteed to all human beings.
No positive anchoring of the intellectual property in domestic statutes
could suffice to explain the real extent of the entitlement to copyright or
protection for inventions.

Therefore, the ALI Principles, while recognizing the territoriality of
intellectual property legislation, take into account the necessity of uniform
solutions in the three areas of entitlement, monetary remedies and licen-
sing agreements. In a case of multiterritorial infringement, for example, the
adjudicating court may select one law to apply to the entire case. None-
theless, a party always enjoys the right to prove that for one of the States
involved in the dispute, its law is different, and to request that this be taken
into account for the scope of liability and the remedies.

2. Title to IP rights

Prof. Jane Ginsburg'' and Prof. G. Koumantos'? as well as a host of other
distinguished commentators'® have maintained that one law and one law
only should apply to the title to IP right, at least in the area of copyright.
The ALI Principles follow the views of these distinguished scholars and
operate a distinction between registered rights and unregistered rights.

1" Conflits de loi et titularité initiale du droit d’auteur (“Conflicts of laws and initial
entitlement to copyright”), Cahiers droit d’auteur Nr 18 (July—August 1989) 1 seq. Mrs
Ginsburg later changed her opinion, for example see Jurisclasseur périodique [JCP] 1992
IT 21780 at 4 seq. and JCP 1994, 1, 3774; International Law of Copyright in an Era of
Technological Changes, Rec. Cours of The Hague Academy of International Private Law,
t. 273, 239 seq.; and now Chapter 20 of J.Ginsburg & S. Ricketson, International
Copyright and Neighbouring Rights: The Berne Convention and Beyond, 2 vols., Oxford
2006.

"2 Le droit international privé et la Convention de Berne (“Law of Conflicts and
Berne Convention”). Droit d’auteur 1988, at 439 seq.

3 See Prof. Desbois, Niboyet, Battifol and Bartin cited by M. Josselin-Gall, Les
contrats d’exploitation du droit de propriété littéraire et artistique (“Contracts to Use
Copyright”), Paris 1995, at 254 fn 92 and 284 fn 171. See also D. Moura Vicente, La
propriété intellectuelle en droit international privé, Rec. Cours La Haye t. 335 (2008), at
261 and fn 428.
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The initial title to registered rights is governed by the law of each State
of registration, unless there has been a preexisting relationship between or
among the parties. In that case, the initial title is governed by the law of
the preexisting relationship [Sec. 311].

The initial title to unregistered rights in the nature of common law
trademarks, trade dress, and commercial names is governed by the law of
the State in which the trademark or trade dress or commercial name
identifies the source of the goods or services.

The initial title to copyright is governed by the law of the creator’s State
of residence at the time of the creation of the subject matter of the copy-
right. Only one law will govern throughout the world. There will be no
discrepancy between the status of author throughout the world. It gives a
needed safety to the parties contracting with the author, for example the
publishers, the broadcast organizations and other distributors of the work,
wherever they are active. This solution favors exploitation of the copy-
righted work across the globe.

If there are several authors to the same work, for example a movie, they
can select the law governing the title. When they did not opt for a specific
law, the governing law will be the law of the State of residence of the
majority of the authors. No distinction should be drawn here between
“main authors” and “ancillary authors” (such as are the designers of the
set, the costume designer, the cutter in the creation of a movie).

If these tests do not lead to determination of the applicable law, the ALI
Principles declare applicable the law of the State in which the work was
exploited for the first time'* or the law governing the employment of the
authors.

3. Transfers and licenses

The ALI Principles declare applicable for the issue of transferability the
law of each State for which the rights are transferred, as well as the recor-
dation rules relating to the transfer. The wisdom of subjecting the validity
of transfer to more than 200 laws for worldwide licenses and transfer may
be doubted. However, the question is rather: which other law could apply ?
In my own view, the possibility to transfer an IP right should be made de-
pendant on the country of origin of the IP right, such as has been decided
in the ALI Principles for the sole category of unregistered rights. At least

'* See Art. 5(4) of the Berne Convention. The place of first publication of a work is
the “country of origin” for the purpose of determining applicability of the Berne
Convention. The “first publication” under the Berne Convention may be very limited as
can be the “first exploitation” under the ALI Principles, so that these two notions should
be regarded as equivalent. See ALI Principles Sec. 313, Reporters’ Note 4 at 145
(Annex I infra).
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the same solution should have prevailed for unregistered rights. For the
registered rights, nevertheless, the common dogma is that they separately
arise from registration in each and ever country which registers them.
Therefore, there might be some apparent justification in the view that the
possibility of transferring a right is just another of the “attributes” of that
right.

The transferability is not subject to party autonomy. The parties cannot
change the rules on transferability. The idea is that each State has manda-
tory provisions on transferability, for example as regards the moral rights
of the authors, or the protection of employed authors or inventors. This
should be examined more closely, as some countries, for example Swit-
zerland, have few if any rules on transferability. Other countries are much
more concerned with limiting transferability, for example France or Ger-
many for authors. The result of the application of the ALI Principles will
be a piecemeal validity of the transfer which parties have endeavored but
may not have been able to attain under all legal orders at stake. Nothing is
worse than before adoption of the Ali Principles, but nothing is better
either. It shows that further efforts should be launched to reach more prac-
tical solutions, for example within the framework of the Max Planck
Institute ongoing project on Intellectual Property and Conflicts of law.

As to the transfer and license under the rights that are transferable or
licensable, the ALI Principles are premised on the widest recognition of
the party autonomy. It is said that approximately 80 % of all international
commercial contracts have a choice of law clause. It is only justice to
recognize the agreement of the parties in this regard once they have
reached it. Of course, as for the applicable law generally, the contractual
choice of law is determinative only for areas and issues which are left to
the parties’ common will and intent, and it does not extend to public law
matters such as currency exchange, taxation, governmental approval of all
kinds etc. It is worth noticing that no nexus must exist between the law
chosen by the parties and the subject matter of the contract. It is therefore
open to the parties to opt for a neutral law, as they do all the time in inter-
national arbitration cases.

In this regard, it will be noted that the ALI Principles do not deal at all
with arbitration, as the world of arbitration requires case to case tailored
solutions rather than general rules applicable independently of the common
intention of the parties. Further, the chapters on Jurisdiction and recog-
nition of foreign judgments are obviously devoid of application in arbitral
matters, for which the New York Convention of 1958 on the Recognition
and Enforcement of Foreign Arbitral Awards provides a sufficient basis.
Only the chapter on the applicable law may inspire counsel and arbitrators
if they have to resolve a similar difficulty in an arbitral case.
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The only limitations that the ALI Principles propose to party autonomy
are designed to protect the weaker party against the choice of law which a
standard form agreement would impose.

If no provision of the agreement selects the law applicable to disputes
arising under that agreement, the usual test of the closest connection shall
apply: the contract is presumed to be most closely connected to the State in
which the assignor or the licensor resided at the time of the execution of
the contract, and the law of that State will apply.

The doctrine of the so called characteristic performance has been gen-
eralized and refined by A.F. Schnitzer, a German scholar who as a refugee
in Switzerland was able to publish in my country and thus to influence
Swiss case law. The Swiss Federal Tribunal adopted it in the 50’s, and our
draft Bill on private Law of 1979 was based on it, while the rest of Europe
followed the same principle as enshrined in the Rome Convention on the
Law applicable to contractual obligations of 1980.

Some years ago a frequent misconception was to believe that the place
of performance of the characteristic obligation would provide the closest
connection allowing to determine the law applicable to the contract. There-
fore, many authors maintained that the license agreement should be gov-
erned by the law of the country in which the IP right was due to be
exploited, which in practice is often the law of the licensee. At least they
proposed the law of the exclusive licensee to apply, since they considered
the exclusive licensee to be more interested in the fate of the IP asset than
the licensor. However, both Art. 122 of the Swiss law on international pri-
vate law of 1987 and the ALI Principles Sec. 315 (2)(2d phrase) correctly
make the law of the assignor or of the licensor applicable to the contract.
These provisions so attain a consistency between the law of the license and
the law governing in the country for which the technology or the work has
been designed, where the IP assets were first marketed and to which
environment the whole organization of the debtor of the characteristic has
been geared. The rules on contracts will be governed by the same law as
the liability deriving from contract, the enforcement of judgments and
possible arrest and forced sale of property in order to recover monetary
awards.

Further, there should be little doubt that from a natural justice point of
view, the IP assets are more closely connected to the place in which they
have been created than to the place or places in which the license agree-
ment will allow the licensee or one of the licensees to work them. Who
made the “characteristic performance” in the first place? The author, the
inventor or the company which invested in R & D operations.

Furthermore, a policy consideration should not be overlooked. Technol-
ogy transfer is so common that we tend to ignore the difficulties which
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parties coming from different regions of the world face when their person-
nel has to cooperate towards the successful introduction of a new technol-
ogy. Yet license agreements very often lead to costly and protracted litiga-
tions. For example, licensing is the third most often arbitrated issue under
the rules of arbitration of the International Chamber of Commerce in Paris,
after sale and contract for work. In my view, making the licensor’s law
applicable is a very promising tool to instill confidence to small and
medium enterprises that might otherwise reject any idea of sharing their IP
assets with companies of different continents.

It is worth mentioning the existence of other rules on the law applicable
to security interests for example to guarantee a loan, and involuntary trans-
fers, such as those following a bankruptcy. The law of the State of regis-
tration will apply, or if the IP right is not registered, the law of the country
where protection is sought will be applicable. It is not the law governing
the loan or the bankruptcy.

Finally, the consolidation before a single court may lead this court to
apply a single law, for example its own law. However, the ALI Principles
reserve the right of a party to request application of a different law for the
infringement or other issues arising in a different country, to the extent that
this party may prove the contents of that other law, for example through
legal opinions or the filing of judgments.

In all cases, public policy of the forum and mandatory rules of third
countries (so called lois de police or lois d’application immédiate) must be
respected by the adjudicating court. As most recent conventions and
domestic laws, the ALI Principles do not accept the renvoi.'> This means
that when the ALI Principles declare the law of a given State to be appli-
cable, the rules on conflicts of that law will not be applied with the result
that the law of a third State should apply.

V. Recognition and enforcement of foreign judgments

As most other recent codifications of international private law, starting
with the Swiss Act on international private law of 1987, the ALI Principles
devote a chapter to the recognition and enforcement of foreign judgments.
In fact, this chapter has been at the core of the early efforts to restate the
principles applicable to IP rights, because the oncoming and already pre-
dictable failure of nations to agree on the draft The Hague Convention on

"> With the exception of Sec. 202 (3)(a) declaring that “a choice-of-court agreement
is valid as to form and substance if it valid under the entire law of the designated forum
State, including its conflicts rules” (emphasis is ours).
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Enforcement of Judgments had left IP rights holders very exposed to the
fragmentation of their rights and difficulties in enforcing foreign decisions.

The chapter on enforcement also provides an indirect incentive to apply
the rules on jurisdiction and applicable law, since the respect of those rules
should facilitate the recognition of foreign awards.

The ALI Principles make themselves applicable only if the rendering
court has applied the ALI Principles regarding jurisdiction or applicable
law. Of course no one can prohibit the following scenario: the rendering
court did not apply the ALI Principles, yet the enforcing court will look at
the ALI Principles to decide whether the foreign judgment should be rec-
ognized. However, some grounds for not enforcing the judgment will then
be irrelevant, most notably the grounds taken from a mistaken application
of the ALI principles on jurisdiction and from an erroneous choice of law
under the ALI Principles.

It will be noted that generally, the enforcing court will not look at the
correct application of the law of the State of the rendering court regarding
personal jurisdiction, contrary to the domestic tradition of some countries,
e.g. France. Nevertheless, if the respondent did not appear in court, then
there is a heightened danger of insufficient application of that law, and the
rendering court will have to reexamine application of the law of the ren-
dering State on personal jurisdiction in this particular case of default.

The Ali Principles have a limitative listing of grounds not to enforce
foreign judgments:

1. Mandatory grounds to refuse recognition and enforcement

— Lack of procedural fairness, lack of integrity, missing timely notice

— Fraud on the rendering court

— Contrariety with public policy of the enforcement State

— Lack of jurisdiction of the rendering court under ALI Principles on
court selection and insufficient ground to affirm jurisdiction, or under
its own rules.

2. Optional grounds to refuse recognition and enforcement

— Inconsistency with other jurisdictional rules of the ALI Principles
— Erroneous choice of law

— Lis pendens between the parties

— Inconsistency with the Rules on consolidation or coordination

The enforcing court will make its own determinations of fact ands law
whenever, lack of procedural fairness, doubts at to the integrity of the ren-
dering court’s judges, or fraud is at stake. Otherwise it will defer to the
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facts as established by the rendering court, unless the judgment has been
rendered in default of appearance.

For remedies, the ALI Principles endeavor a nuanced solution, in view
of the generally unfavorable view that foreign jurisdiction entertain on the
US judgments awarding punitive damages and the converse enmity of
some Anglo-American jurisdiction to specific performance:

— For compensatory damages and attorney’s fees and costs, their award
should be fully enforceable

— Punitive damages will be enforced only inasmuch as could have been
awarded by the courts of the enforcement State

— Injunctions will be enforced only if they could have been ordered by
the courts of the enforcement State

— As to declaratory judgments, they will be fully enforceable between the
Parties, but not against third parties.

VI. Conclusion

The ALI Principles have one merit: they exist, they have been approved
after a wide ranging review by judges, practicing lawyers and academics
within the American Law Institute and a thorough examination by advisors
from the five continents.

From a methodological point of view, the ALI Principles combine the
European approach to conflicts — i.e. giving solutions as to the applicable
law by general rules defining whole categories of cases and assuring pre-
dictability — and the practical American approach to jurisdiction, however
without the full extraterritorial “long arm” statutory basis of “doing busi-
ness” and all the ensuing uncertainties. They foster an innovative coordi-
nation between parallel courts and favor the consolidation of international
cases of intellectual property before the most competent judges.

They encompass the whole area of intellectual property, including less
traveled fields of intellectual property such as trade secrets or right of
publicity, and unfair competition generally.

The ALI Principles are the first set of transnational soft law rules to take
into account the importance of Internet and the need to sustain the growth
of the world economy by forging avenues to facilitating the administration
of worldwide IP rights portfolios. Cultural life will also be favored to the
extent authors and producers, as well as publishers, are now in a position
better to contract over their rights knowing which law is applicable and
where a litigation could be bought to bar if a dispute should arise.
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Summary of Discussion on Foundations
by Paulius Jurcys and Simon Vande Walle

Prof. Metzger commented on the present-day justification for the principle
of territoriality of intellectual property rights. He mentioned that the
historical background given in Prof. Basedow’s paper explains the prin-
ciple’s development, but does not justify it. He suggested that the principle
of territoriality could be considered as a corollary of each State’s right to
conduct its own trade policy, i.e. the State’s right to set the market rules
for its own national economy. This is probably the most suitable present-
day justification. As long as the justification for the principle of territo-
riality is not clarified, it is difficult to determine in which areas of the law
territoriality should prevail.

Prof. Basedow responded that, if the intellectual property framework
could be designed from scratch, the principle of territoriality would
probably not be the starting point. However, the current situation should be
understood in terms of path-dependency: a number of international intel-
lectual property treaties have been adopted and ratified by the vast
majority of independent States. Instead of sacrificing the existing inter-
national treaties and rejecting the principle of territoriality, the existing
intellectual property system should be adjusted to the needs of a globalized
world and to new methods of communication.

Prof. Dessemontet expressed doubts that the principle of territoriality
could be replaced by a framework based on the principle of universality.
He stressed the fact that intellectual property cases with an international
element, although increasingly frequent, still constitute only a very small
fraction of all cases. In the large majority of cases that do not raise private
international law issues, the territoriality principle still works very well.
Moreover, it is doubtful that universality would work in cross-border
situations because of the diversity of courts. On the other hand, univer-
sality may be achieved gradually through party autonomy in those areas
where it is possible. Indeed, under the ALI Principles, CLIP Principles and
the proposal drafted by the “Transparency of Japanese Law Project”
(hereinafter the “Japanese Proposal”), there is party autonomy with respect
to jurisdiction and applicable law. In addition, there are rules which allow
for the consolidation of multi-state infringement cases and rules that allow
the court to apply a single law to certain multi-state infringements (§321
ALI Principles; Art. 302 Japanese Proposal; Art. 3:603 CLIP Principles).
The combination of these rules results in quite a universal approach. These
provisions illustrate the point made by Prof. Basedow: the principle of
territoriality is a given but we can adjust and modify it where necessary.
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This way, universality can be achieved step-by-step, under close scrutiny
and only in the areas that really warrant a universal approach.

Prof. Basedow addressed the choice-of-law rules in the recently adopted
Rome I and Rome II Regulations. He expressed the view that Rome I pro-
vides for sufficiently flexible choice-of-law rules for licensing and transfer
agreements. As for the applicable law to non-contractual obligations, Prof.
Basedow recalled that the preliminary draft proposal of the Rome II
Regulation' contained no specific choice-of-law rule for intellectual prop-
erty infringements. As a result, the general choice-of-law rule referring to
the law of place where the loss was sustained would have been applicable
(Art. 3(1) of the Proposal). However, if the plaintiff and the defendant are
from the same country, the law of that country would be the applicable law
even in case of an infringement of intellectual property rights. In its com-
ments to this Preliminary Draft, the Hamburg Max Planck Institute pointed
out that there should be a specific rule for intellectual property rights
which takes into account the principle of territoriality.? The final text of
the Rome II Regulation addresses this concern and contains a specific con-
flict rule for intellectual property rights (Art. 8 Rome II Regulation).

A member of the audience presented the facts of the Card Reader case®
decided by the Japanese Supreme Court. The case concerned a Japanese
plaintiff who held a patent registered in the U.S. The plaintiff brought an
infringement suit before the Japanese courts against a defendant located in
Japan. One of the questions in the Card Reader case was whether the Japa-
nese court could apply U.S. law to the case. The Supreme Court ruled that the
application of U.S. patent law would be contrary to the public policy of Japan.
The audience member asked whether this solution reached by the Supreme
Court would be in line with the ALI Principles and CLIP Principles.

Prof. Basedow replied that, in his opinion, the principle of territoriality
refers to the territorial scope of the intellectual property rights. The prin-
ciple of territoriality does not mean that only U.S. courts can apply U.S.
patent law. Prof. Basedow indicated that, based on the facts presented to
him, both ALI Principles and CLIP Principles would lead to the applica-
tion of the lex loci protectionis (i.e. U.S. law).

! Preliminary Draft Proposal for a Council Regulation on the Law Applicable to Non-
Contractual Obligations (3 May 2002), available at <http://ec.europa.eu/justice_home/
news/consulting_public/rome_ii/news hearing rome2 en.htm>.

> Hamburg Group for Private International Law, Comments on the European Com-
mission’s Draft Proposal for a Council Regulation on the Law Applicable to Non-
contractual Obligations, at 22, available at <www.mpipriv.de/de/data/pdf/comments
hamburggroup.pdf>.

3 Supreme Court, 26 September 2002, 56 Minshu 1551, English translation available
at <www.courts.go.jp/english/judgments/text/2002.9.26-2000.-Ju-.No..580.html>.
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I. Introduction

Jurisdiction for intellectual property disputes is a subject that has been
extensively discussed in the recent past. Still, it remains highly topical: In
April 2009, the European Commission adopted a green paper on the review
of Council Regulation (EC) No 44/2001 on jurisdiction and the recognition
and enforcement of judgments in civil and commercial matters' which
explicitly asked for appropriate solutions to enhance the enforcement of
industrial property rights.” The following text will try to contribute to this

' COM (2009) 175 final; see also the corresponding Report from the Commission to
the European Parliament, the Council and the European Economic and Social Committee
on the application of Council Regulation (EC) No 44/2001 on jurisdiction and the
recognition and enforcement of judgments in civil and commercial matters COM (2009)
174 final.

2 COM (2009) 175 final, question 4.
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debate by giving a first insight into the work of the European Max Planck
Group for Conflict of Laws in Intellectual Property (hereafter abbreviated
as “CLIP”)’ in the field of jurisdiction®. Before that, a few introductory
remarks on the development in Europe shall illustrate the context of our
work.

II. The past: Strict territoriality of intellectual property litigation

Turning to the past, we have seen that a public-law-inspired territoriality
approach has traditionally governed intellectual property law.’ For juris-
diction, the consequence of this strict territoriality concept has been that
intellectual property, the most flexible and incorporeal form of property,
has been treated essentially in the same manner as land, the most inflexible
and corporeal form of property.® In essence, each state claimed exclusive
jurisdiction for disputes concerning its own intellectual property rights and
declined any jurisdiction over foreign intellectual property rights.’

III. The present: Rise and fall of cross-border enforcement
under the Brussels regime

This strict territorial approach to jurisdiction was gradually abandoned in
Europe® after World War II and finally came to an end with the Brussels

* CLIP is a group of European scholars in the fields of intellectual property and
private international law that is funded by the Max Planck Society. It was established in
2004 and meets regularly to discuss issues of intellectual property, private international
law and jurisdiction. The group’s goal is to draft a collection of principles for conflict of
laws in intellectual property and to provide independent advice to legislators. A
preliminary draft of the CLIP Principles is available under <www.cl-ip.eu>.

* As the work of CLIP is not finished, some of the solutions presented here may be
subject to change in later debates.

3 Cf. the contribution of Jiirgen Basedow in this volume p. 3 seq.

© This is most apparent in English case law where the Mogambique-rule developed in
British South Africa Co. v Companhia de Mogambique [1893] A.C. 602, 621 for actions
in trespass over foreign land was extended to foreign intellectual property; cf. Pearce v
Ove Arup Partnership Ltd (Jurisdiction) [2000] Ch. 403, 433 seq.; Lucasfilm v Ainsworth
[2009] EWCA Civ 1328 paras. 174 seq.; TS Production LLC v Drew Pictures Pty Ltd
[2008] FCAFC 194 paras. 14 seq. (Australia).

’ For Germany Reichsgericht 18 June 1890, JW 1890, 280, 281 — Lampen; for France
CA Douai 20 March 1967, Rev. crit DIP 57 (1968) 691, 692; TGI Paris 4 May 1971,
Rev. crit. DIP 63 (1974) 110, 111; for the Netherlands Rechtbank Amsterdam 25 January
1926, reported in GRUR 1928, 25, 26.

® For Germany starting as carly as the 1930s and 1950s, Reichsgericht 8 July 1930,
RGZ 129, 385, 388 — Vacuum Oil; Bundesgerichtshof 2 October 1956, BGHZ 22, 1, 13 —
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Convention in 1973. Under the Brussels Convention® and its successor, the
Brussels Regulation (hereafter abbreviated as “BR”),'® exclusive jurisdic-
tion for intellectual property disputes is limited to “proceedings concerned
with the registration or validity of patents, trade marks, designs, or other
similar rights required to be deposited or registered” (Article 22 No. 4
BR). For all other disputes, in particular infringement disputes, the general
rules of the Brussels Regulation apply,'' which may establish jurisdiction
in the courts of a state different from the country of protection.'? As a
result, a practice of cross-border enforcement of intellectual property rights
has begun to emerge since the 1990s, in particular in Dutch and German
courts."”

However, even if the Brussels regime in theory allows for cross-border
enforcement of intellectual property rights, it has its drawbacks. On the
one hand, the rules of the Brussels Regulation are not tailored to the spe-
cific needs of intellectual property disputes, which may lead to uncertain-
ties in their interpretation and application in such disputes. An example is
the jurisdiction “in matters relating to tort, delict or quasi-delict” which
Article 5 No. 3 BR establishes “in the courts for the place where the
harmful event occurred or may occur.” While it is settled case law that the
expression “place where the harmful event occurred” must be understood

Flava Erdgolt; Bundesgerichtshof 30 January 1969, GRUR 1969, 373, 375 — Multoplane;
OLG Diisseldorf 25 March 1966, GRUR Int. 1968, 100, 101 — Kunststofflacke; LG
Diisseldorf 18 March 1958, GRUR Ausl. 1958, 430, 430 seq. — Hohlkérper; LG Diissel-
dorf 27 October 1966, GRUR Int. 1968, 101, 102 — Frauenthermometer. In the United
States, the courts seem to be more reluctant to pursue adjudication of foreign infringe-
ment actions; cf. Voda v Cordis, 476 F.3d 887 (Fed. Cir. 2007). For a comparison
between U.S. and European law, Schauwecker GRUR Int. 2008, 96.

° Brussels Convention on jurisdiction and the enforcement of judgments in civil and
commercial matters, OJ L 299, 31 December 1972, p. 32, consolidated version in OJ C
27,26 January 1998, p. 1.

1% Council Regulation (EC) No 44/2001 of 22 December 2000 on jurisdiction and the
recognition and enforcement of judgments in civil and commercial matters, OJ L 12,
16 January 2001, p. 1.

" With a caveat for the special rules for unitary Community rights in Article 94 seq.
Council Regulation (EC) No 207/2009 of 26 February 2009 on the Community trade
mark (codified version), OJ L 78, 24 March 2009, p. 1, Article 79 seq. Council Regu-
lation (EC) No 6/2002 of 12 December 2001 on Community designs, OJ L 3, 5 January
2002, p. 1 and Article 101 Council Regulation (EC) No 2100/94 of 27 July 1994 on Com-
munity plant variety rights, OJ L 227, 1 September 1994, p. 1.

2 Jenard Report OJ C 59, 5 March 1979, p. 36.

" For references, see CLIP, Exclusive Jurisdiction and Cross-Border IP (Patent)
Infringement — Suggestions for Amendment of the Brussels I Regulation, <www.ip.mpg.
de/shared/data/pdf/clip_brussels_i_dec_06_final.pdf> p. 3; for the English position under
the Brussels Convention, see Pearce v Ove Arup Partnership Ltd (Jurisdiction) [2000] Ch.
403, 445.



56 Christian Heinze

as being intended to cover both the place where the damage occurred and
the place of the event giving rise to it,"* it is unclear how this distinction
may be applied to intellectual property infringements. "

On the other hand, and much more problematic, the European Court of
Justice (ECJ) has severely limited the possibilities of cross-border en-
forcement of intellectual property rights in two famous decisions of
13 July 2006, GAT/LuK and Roche Nederland. In these decisions, the ECJ
gave a broad interpretation to the exclusive jurisdiction provision of Ar-
ticle 22 No. 4 BR (GAT/LuK) and (almost) ruled out the possibility of a
consolidation of claims against multiple defendants if parallel rights in
different jurisdictions are infringed (Roche Nederland). In effect, the Euro-
pean Court of Justice advocated a renaissance of the territorial, country-by-
country enforcement of (registered) intellectual property rights that seemed
to be overcome by the Brussels Convention and is in no way mandated by
the letter, the spirit, or the history of the Brussels regime.

Both decisions have led to widespread criticism by academics and prac-
ticing lawyers in the field."® Aside from doctrinal objections, the re-
territorialization of intellectual property litigation is questionable because
it disregards both the reality and the necessity of international enforcement
of intellectual property rights. Right holders typically hold parallel rights
in different countries concerning the same invention, trademark, or literary
work. A consolidation of enforcement actions for several countries allows
a cost-efficient concentration of disputes and reduces the risk of diverging
judgments; unsurprisingly, it lies in the interest of stakeholders in the
field."” Furthermore, already today more than 90% of patent litigation in
Europe (probably less so in trademarks and copyright) takes place in just
four member states of the European Union, namely Germany, France, the
United Kingdom, and the Netherlands.'® As this number does not corres-

' See infra note 49.

'3 See infira text at note 53.

' See inter alia Heinze/Roffael, GRUR Int. 2006, 787, 790 seq.; Kur, IIC 2006, 844,
847 seq.; Luginbiihl/Stauder, sic! 2006, 876, 878 seq.; Wittwer, European Law Reporter
2006, 391, 393; Adolphsen, IPRax 2007, 15, 17 seq.; Bukow, Festschrift Schilling, 2007,
59, 64-68; Gottschalk, JZ 2007, 300, 302 seq.; Kubis, Mitt. 2007, 220, 223 seq.; CLIP,
Exclusive Jurisdiction and cross border IP (patent) infringement — suggestions for
amendment of the Brussels I Regulation, <www.ip.mpg.de/shared/data/pdf/clip_brussels
_i_dec_06_final.pdf>.

'7 Recommendation from the Commission to the Council to authorise the Commis-
sion to open negotiations for the adoption of an Agreement creating a Unified Patent Liti-
gation System, SEC (2009) 330 final, p. 3: “Stakeholders have repeatedly reported that
(...) [multi-forum litigation] involves considerable cost, complexity and legal insecurity
resulting from the risk of contradicting court decisions”.

'8 Communication from the Commission to the European Parliament and the Council
— Enhancing the patent system in Europe, COM (2007) 165 final, p. 7.



The CLIP Principles on Jurisdiction 57

pond with the overall distribution of patents in Europe,” it seems to sug-
gest that some jurisdictions are preferred over others as venues for patent
infringement disputes. An explanation for this observation could be that
these “model” or “test” jurisdictions guide the parties’ decision about
settlement of their international patent disputes. Finally, and this is an
aspect which is sometimes overlooked,? cross-border enforcement and the
possibility of consolidation of actions creates competition between natio-
nal courts to provide the best service at the best price. A few numbers from
a European Commission paper may illustrate this aspect: While an average
patent dispute in Germany normally costs around €140,000 for two in-
stances, the price tag is €100,000 to €350,000 in the Netherlands, €90,000
to €350,000 in France, and €300,000 to €2,500,000 in the United King-
dom.?' Against these considerations, it is no surprise that the European
Commission expressed discomfort with the present state of affairs in its
recent proposal to reform the Brussels Regulation: “Pending the creation of
the unified patent litigation system, certain shortcomings of the current
system may be identified and addressed in the context of Regulation (EC)
No 44/2001.7*

IV. A (possible) future: The CLIP Principles

As a proposal for future reform, the CLIP Principles™ try to promote
cross-border litigation by limiting exclusive jurisdiction to those situations
in which truly the public law nature of the intellectual property right and
the regulatory interests of the country of protection are concerned. For all
other situations, the CLIP Principles aim at an intellectual property-spe-

' There are countries for which patents are requested in a significant number of EPO
applications (Spain, Italy) which seem to attract less patent infringement litigation than
their share in applications would suggest, <http://documents.epo.org/projects/babylon/
eponet.nsf/0/95912970A38DFA51C12575A00056E74A/$File/patents_granted by country
~2008.pdf>.

2 For a detailed analysis, de Miguel Asensio, Annali italiani del diritto d’autore, della
cultura e dello spettacolo (AIDA) 2007, 3.

! Communication from the Commission to the European Parliament and the Council
— Enhancing the patent system in Europe, COM (2007) 165 final, p. 8.

22 Green paper on the review of Council Regulation (EC) No 44/2001 on jurisdiction
and the recognition and enforcement of judgments in civil and commercial matters, COM
(2009) 175 final, question 4, p. 7.

# The CLIP Principles are not meant as a proposal for reform of the Brussels Regu-
lation in general, but rather were drafted as a specific instrument for intellectual property
disputes, including questions of choice of law. The second preliminary draft can be found
in the Annex II to this volume.
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cific evolution of the Brussels system of procedural fairness®* in order to
avoid uncertainties in its interpretation and better address questions spe-
cific to intellectual property litigation. This dual purpose can best be illus-
trated by a comparison between some of the rules of the Brussels Regula-
tion and the CLIP Principles, with some side notes on the corresponding
proposals of the American Law Institute (ALI Principles).

1. General jurisdiction

The starting point for any jurisdiction system is the rule of general juris-
diction. The Brussels Regulation attributes general jurisdiction to the
courts of domicile: According to Article 2 BR, “persons domiciled in a
Member State shall, whatever their nationality, be sued in the courts of that
Member State.” For the definition of domicile, the Regulation distin-
guishes between legal and natural persons: Whereas for companies and
other associations the place of domicile is defined either as its statutory
seat, its central administration, or its principal place of business (Article 60
BR), the domicile of natural persons is determined by the forum’s internal
law (Article 59 BR). Subject to the rules on exclusive jurisdiction, the
courts of the defendant’s domicile have jurisdiction for all claims against
the defendant.?

In general, the CLIP Principles follow the model of Brussels I (Article
2:102(1) CLIP). They do, however, propose a change in terminology, using
the term “habitual residence” instead of “domicile.”®’ This proposal is in
line with younger European regulations in civil procedure®® and avoids
misunderstandings about the meaning of “domicile,” in particular in com-
mon law countries where the notion of domicile under the Brussels Regu-

2 Cf. ECJ 10 June 2004, Case C-168/02, Rudolf Kronhofer v Marianne Maier and
Others [2004] ECR 1-6009 paras. 15, 18.

% American Law Institute, Intellectual Property — Principles governing jurisdiction,
choice of law and judgments in transnational disputes, 2008. The text of the ALI Prin-
ciples can be found in the Annex I to this volume. For a comparison Kur/Ubertazzi, The
ALI Principles and the CLIP Project: A Comparison, in: Stefania Barriatti (ed.), Litiga-
tion Intellectual Property Rights Disputes Cross-Border: EU Regulations, ALI Principles,
CLIP Project, Milan 2010, p. 89.

% ECJ 7 March 1995, Case C-68/93, Fiona Shevill, Ixora Trading Inc., Chequepoint
SARL and Chequepoint International Ltd v Presse Alliance SA [1995] 1-415 para. 32.

" For the distinction between residence and domicile, see Kono 30 [2005] Brooklyn
Journal of International Law 865, 870.

# E.g., Article 3(1) Council Regulation (EC) No 2201/2003 of 27 November 2003
concerning jurisdiction and the recognition and enforcement of judgments in matrimonial
matters and the matters of parental responsibility, repealing Regulation (EC) No 1347/
2000, OJ L 338, 23 December 2003, p. 1.
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lation is different from the domestic concept.”’ A similar solution is found
in § 201 ALI Principles, which also prefer the concept of residence™ (with
some minor differences, e.g., an additional residence of companies in the
country of incorporation or formation, § 201(3)(b) ALI Principles) to the
concept of domicile. For the definition of habitual residence of legal per-
sons, the CLIP Principles follow (with slight modifications) the model of
Article 60 BR (Article 2:102(3) CLIP). In addition, Article 2:102(2) CLIP
defines the principal place of business as the habitual residence of natural
persons acting in the course of a business activity, thus following the
model of Rome I and Rome II*' and streamlining (to a certain extent) the
habitual residence for legal and natural persons®. A more general defini-
tion of habitual residence for all natural persons (including those not acting
in the course of a business activity) was considered to be difficult to define
in the abstract. As it would probably not add much in content to the natural
understanding of the term,” the CLIP group decided to leave this to the
judge. However, a need was felt to clarify that the term “principal place of
business” in Article 2:102 CLIP is not to be understood as a “doing busi-
ness” rule, but rather follows the model of Article 60 BR. This clarification
is found in Article 2:102(4) CLIP.

2. Exclusive jurisdiction

Under the Brussels Regulation, questions of exclusive jurisdiction are
relevant in intellectual property disputes only in proceedings concerned
with the registration or validity of registered intellectual property rights, in

# Cf. the special definition of domicile in ss. 41 seq. Civil Jurisdiction and Judg-
ments Act 1982, ch. 27.

% With the word “residence” the ALI Principles incorporate the same notion as
“habitual residence;” American Law Institute, Intellectual Property — Principles gover-
ning jurisdiction, choice of law and judgments in transnational disputes, 2008, comment
a.to § 201 ALI Principles.

31 Article 19(1) Regulation (EC) No 593/2008 of the European Parliament and of the
Council of 17 June 2008 on the law applicable to contractual obligations (Rome I), OJ L
177, 4 July 2008, p. 6; Article 23(2) Regulation (EC) No 864/2007 of the European
Parliament and of the Council of 11 July 2007 on the law applicable to non-contractual
obligations (Rome II), OJ L 199, 31 July 2007, p. 40.

3 In the further discussions of the CLIP group, it will be considered whether a
natural person acting in the course of a business activity should be subject to general
jurisdiction both in the courts of the principal place of business and (private) habitual
residence, thereby mirroring the distinction made for legal persons in Article 2:102(3) lit.
a and lit. ¢ CLIP. This could be implemented by amending Article 2:102(2) CLIP.

33 For such a definition, see § 201(2) ALI Principles.
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particular patents and registered trademarks.** Until the GAT/LuK decision
of the European Court of Justice, the different national courts in Europe
disputed whether the exclusive jurisdiction under Article 22 No. 4 BR
applies also if invalidity of the intellectual property right is raised merely
as a defense in an infringement action.”> In GAT/LuK, an action between
two German companies over the infringement of a French patent, the
European Court of Justice favored a broad interpretation, holding that “ex-
clusive jurisdiction provided for by Article 22 No. 4 BR should apply
whatever the form of proceedings in which the issue of a patent’s validity
is raised, be it by way of an action or a plea in objection, at the time the
case is brought or at a later stage in the proceeding.”*® As a result, any
infringement proceedings in which the defendant contests the validity of
the registered right falls under the exclusive jurisdiction of the country of
registration, thus making it highly unattractive to litigate registered rights
outside the country of protection because any infringement action runs the
risk of being thwarted by a plea of invalidity (even if unfounded or abu-
sive).”’

The decision GAT/LuK is unsatisfactory in many ways and should
therefore not serve as a model for rules on exclusive jurisdiction.*® First, it
is unsatisfactory from a doctrinal point of view because it makes the juris-
diction of the infringement court dependent on the later plea of invalidity
on the part of the defendant, a concept alien to settled notions of proce-
dural law and incompatible with other jurisprudence of the European Court
of Justice.” Further, it is unsatisfactory from a practical point of view
because it makes it much harder to litigate parallel patents in a single

* Exclusive jurisdiction may also result from a jurisdiction agreement (Article 23(5)
BR), but this form of exclusive jurisdiction is different from exclusive jurisdiction
established by law because it is subject to the parties’ agreement.

* For references, see CLIP, Exclusive Jurisdiction and Cross-Border IP (Patent)
Infringement — Suggestions for Amendment of the Brussels I Regulation, <www.ip.mpg.
de/shared/data/pdf/clip_brussels i dec 06 final.pdf> p. 3.

36 BCJ 13 July 2006, Case C-4/03, Gesellschaft fiir Antriebstechnik mbH & Co. KG v
Lamellen und Kupplungsbau Beteiligungs KG [2006] ECR I-6509 para. 25.

37 There is some debate on the consequences (stay or dismissal of the infringement
action) and the limits of the GAT/LuK decision, in particular in case of abuse; see
Opinion of Mr Advocate General Geelhoed delivered on 16 September 2004, Gesell-
schaft fiir Antriebstechnik mbH & Co. KG v Lamellen und Kupplungsbau Beteiligungs
KG [2006] ECR 1-6509 para. 46.

*® Moura Vicente, La propriété intellectuelle en droit international privé, 2009,
p. 400. See also § 211(1) ALI Principles, which permits adjudication of claims and
defenses arising under foreign IP rights and contracts which are related to these rights.

* ECJ 8 May 2003, Case C-111/01, Gantner Electronic GmbH v Basch Exploitatie
Maatschappij BV [2003] 1-4207 para. 26, 31 seq.; ECJ 14 October 2004, Case C-39/02,
Meersk Olie & Gas A/S v Firma M. de Haan en W. de Boer [2004] 1-9657 para. 36.
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forum, even in the courts of the country where both claimant and defen-
dant are established. Finally, it is unsatisfactory from a policy point of
view because its justification — the necessary involvement of the national
administrative authorities to issue the registered right*® — holds true only
for disputes which concern the grant or withdrawal of the registered right,
not its enforcement between two private parties in an action for infringe-
ment where the question of validity is raised only incidentally without
becoming part of the res judicata of the final judgment.

For these reasons, the CLIP Principles propose a more balanced
approach. The exclusive jurisdiction of the state granting the registered
right*! is respected (Article 2:401(1) CLIP), but it is limited: It does not
apply to disputes where validity or registration arises in a context other
than by principal claim or counterclaim (Article 2:401(2) CLIP). On the
other hand, the decisions resulting from disputes where validity or regis-
tration arises in a context other than by principal claim or counterclaim do
not affect the validity or registration of those rights as against third parties
(Article 2:401(2) CLIP)*. A similar solution is proposed in § 211 ALI
Principles: § 211(1) ALI Principles permits an adjudication of claims and
defenses arising under foreign intellectual property laws, but grants effec-
tiveness to the adjudication of the validity of registered rights only to
resolve the dispute among the parties to the action (§ 211(2) ALI Princi-
ples).”® Finally, for those ownership disputes which do not fall under Ar-

“ ECJ 13 July 2006, Case C-4/03, Gesellschaft fiir Antriebstechnik mbH & Co. KG v
Lamellen und Kupplungsbau Beteiligungs KG [2006] ECR 1-6509 para. 23.

I From a policy point of view, it could be asked whether the restriction of exclusive
jurisdiction to registered rights is not based on an antiquated “act of state” understanding
of exclusive jurisdiction for validity disputes which does not fully reflect the more
modern justification for exclusive jurisdiction, namely the respect for the economic
policy decisions of the state granting the monopoly (IP) right. Based on an “economic
policy justification”, it could be asked whether exclusive jurisdiction for erga omnes
validity decisions should be extended to unregistered rights (e.g. the unregistered Com-
munity design, Article 24(3) Community Design Regulation 6/2002). For the time being,
the CLIP group has decided against an extension of exclusive jurisdiction to unregistered
rights because of considerations of judicial efficiency and tradition under the Brussels
regime, but it recognises the policy objections against the distinction between registered
and unregistered rights.

2 For unitary IP rights such as the Community Trademark or a possible future Com-
munity Patent, it might be considered to go beyond Article 2:401 CLIP and allow an erga
omnes invalidation of the right in any state which is member of the supranational orga-
nisation granting the unitary right (Article 100 Community Trademark Regulation 207/
2009, Article 86 Community Design Regulation 6/2002). However, in view of the judi-
cial reluctance towards any form of validity decision outside the country of registration,
such an approach seems too bold for the time being.

# See also § 213(2) and (3) ALI Principles for proceedings to obtain a declaration of
invalidity.
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ticle 2:401 CLIP,* Article 2:205 CLIP establishes a special (optional)
jurisdiction in the country where the right exists* or for which an applica-
tion is pending.

3. Special jurisdiction

The rules of special jurisdiction offer an alternative to the rule of general
jurisdiction, leaving the plaintiff the choice where to sue. The following
presentation will focus on jurisdiction for infringement actions, contractual
disputes, and multiple defendants, leaving aside the less intellectual prop-
erty-specific jurisdiction for civil claims arising out of criminal proceed-
ings (Article 5 No. 4 BR, Article 2:204 CLIP), for disputes arising out of
the operations of a branch (Article 5 No. 5 BR, Article 2:207 CLIP), for
indemnification (Article 6 No. 2 BR, Article 2:208 CLIP), and for counter-
claims (Article 6 No. 3 BR, Article 2:209 CLIP). It may just briefly be
mentioned that Article 2:210 CLIP clarifies* that an action for a declara-
tory judgment may be based on the same ground of jurisdiction as a corre-
sponding action seeking substantive relief."’

a) Infringement

Probably the most important special jurisdiction for intellectual property
disputes is the jurisdiction for infringement actions. Under the Brussels
regime, infringement actions fall under the jurisdiction rule for “matters
relating to a tort, delict or quasi-delict” in Article 5 No. 3 BR.*® Such ac-
tions may be brought “in the courts for the place where the harmful event
occurred or may occur.” The “place where the harmful event occurred or

“ An example would be ECJ 15 November 1983, Case 288/82, Ferdinand M.J.J.
Duijnstee v Lodewijk Goderbauer [1983] ECR 3663 paras. 25-26.

* The word “exists” shall not deny the existence of foreign IP rights outside their
relevant country of protection.

* For the debate, Gardella, Torpedoes and Actions for Negative Declarations in
International IP Law Litigation, in: Nuyts (ed.), International Litigation in Intellectual
Property and Information Technology, 2008, 181, 197 seq.

7 This seems to be the position of Japanese law as well as a result of the Coral
Powder Case, Kono 30 [2005] Brooklyn Journal of International Law 865, 870. It is also
the position of the ALI Principles, § 213(1) ALI Principles.

* The concept of “matters relating to tort, delict and quasi-delict” in Article 5 No. 3
BR covers all actions which seek to establish the liability of a defendant and which are
not related to a “contract” within the meaning of Article 5 No. 1 BR, ECJ 27 Sep-
tember 1988, Case 189/87, Athanasios Kalfelis v Bankhaus Schréder, Minchmeyer,
Hengst and Co. and others [1988] ECR 5565 para. 17. A contract in the meaning of
Article 5 No. 1 BR is an “obligation freely assumed by one party towards another”, ECJ
17 June 1992, Case C-26/91, Jakob Handte & Co. GmbH v Traitements Mécano-
chimiques des Surfaces SA [1992] ECR 1-3967 para. 15.
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may occur” has been understood by the European Court of Justice to
comprise both the place where the damage occurred and the place of the
event giving rise to it.*? At the heart of this interpretation lies the under-
standing that liability in tort can arise only if a causal connection can be
established between the damage and the event in which that damage orig-
inates.”® However, it seems doubtful whether this distinction between the
place of damage and the place of the event giving rise to the damage can
be applied to the infringement of intellectual property rights. Whereas the
traditional tort distinguishes between act, causation, and damage, the
infringement of an intellectual property right requires only that the defen-
dant committed an act which falls in the scope of the absolute right of the
right holder.”' For example, it is sufficient to find for trademark infringe-
ment if the defendant used a trademark in the course of trade without the
right holder’s consent in a manner which the law attributes to the exclusive
domain of the trademark owner.*? Unlike the traditional triad of act, causa-
tion, and damage, intellectual property delicts focus on the act of infringe-
ment which is be prohibited per se. The (pecuniary) damage caused by the
infringement may be relevant for the award, but it is not necessary to find
for damage to establish infringement. In addition, there is another impor-
tant difference between intellectual property infringements and other torts:
Whereas in the law of delict it normally does not matter where the act
giving rise to the damage was committed, this is not true for intellectual
property infringements. Due to their territorial nature, intellectual property
rights of state A can only penalize conduct engaged in within the territory
of A.** Acts committed outside the national territory of A in country B will

4 ECJ 30 November 1976, Case 21/76, Handelskwekerij G. J. Bier BV v Mines de
potasse d’Alsace SA [1976] ECR 1735 para. 19; ECJ 1 October 2002, Case C-167/00,
Verein fiir Konsumenteninformation v Karl Heinz Henkel [2002] ECR 1-8111 para. 44;
ECJ 5 February 2004, Case C-18/02, Danmarks Rederiforening, acting on behalf of
DFDS Torline A/S v LO Landsorganisationen i Sverige, acting on behalf of SEKO Sjéfolk
Facket for Service och Kommunikation [2004] ECR I-1417 para. 40; ECJ 10 June 2004,
Case C-168/02, Rudolf Kronhofer v Marianne Maier and Others [2004] ECR 1-6009
para. 16; ECJ 16 July 2009, Case C-189/08, Zuid-Chemie BV v Philippo’s Mineralen-
fabriek NV/SA para. 23 (not yet reported).

% ECJ 30 November 1976, Case 21/76, Handelskwekerij G. J. Bier BV v Mines de
potasse d’Alsace SA [1976] ECR 1735 para. 16.

3! Metzger, Jurisdiction in Cases Concerning Intellectual Property Infringements on
the Internet, Brussels I Regulation, ALI Principles and Max Planck Proposals, in: Leible/
Ohly, Intellectual Property and Private International Law, 2009, 251, 258.

2 Article 5(1) Directive 2008/95/EC of the European Parliament and of the Council
of 22 October 2008 to approximate the laws of the Member States relating to trade marks
(Codified version), OJ L 12, 16 January 2001, p. 1.

53 ECJ 22 June 1994, Case C-9/93, IHT Internationale Heiztechnik GmbH and Uwe
Danzinger v Ideal-Standard GmbH and Wabco Standard GmbH [1994] ECR 1-2789 para.
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not constitute an infringement of A’s intellectual property rights and are
legal if no comparable protection exists at the place of action in B.** This
holds particularly true in the case of registered rights: If patent protection
exists only in country A and the act of infringement, e.g., downloading
patented software, occurs in country B, the courts of B cannot base juris-
diction on infringement because the patent is not even protected there.”
Territoriality and the act-based conception of intellectual property
infringements are the traditional points which distinguish intellectual prop-
erty infringements from other wrongs. In the world of ubiquitous commu-
nication, they need to be complemented by concerns for two other intel-
lectual property-specific problems of the forum delicti: First, a focus only
on the action of the alleged infringer would be an invitation for him to hide
in jurisdictions inaccessible for efficient enforcement and distribute in-
fringing material via the Internet. We must therefore accept that the place
of direction or effect of his conduct may also be sufficient to establish
jurisdiction based on infringement.”® Here again it is necessary to strike a
balance between the interests of plaintiff and defendant: not any form of
accessibility of an Internet website in any country should suffice to estab-
lish jurisdiction,” but only qualified conduct. Finally, an intellectual prop-
erty-specific rule for jurisdiction in tort must take into consideration the
possibility of widespread or even ubiquitous infringement via electronic
media such as the Internet. It must therefore provide for restrictions to pre-
vent a worldwide ground for special jurisdiction based on the mere acces-
sibility of a website which would in effect lead to a plaintiff’s forum.™

22; ECJ 14 July 2005, Case C-192/04, Lagardeére Active Broadcast v Société pour la per-
ception de la rémunération équitable (SPRE) and Gesellschaft zur Verwertung von Leis-
tungsschutzrechten mbH (GVL) [2005] ECR 1-7199 para. 46.

> If the intellectual property law of A exceptionally provides for its extraterritorial
application, this might lead to infringement of the intellectual property law of A, but this
infringement occurs in state A, not at the place of action in B.

3 Metzger (supra note 51), 258.

% See also Kono 30 [2005] Brooklyn Journal of International Law 865 (871 seq.)
who points out that the emphasize on “acts” instead of “effects” in the ALI Principles
might be regarded as too narrow from a Japanese point of view.

57 This seems, however, to be the position of the French courts, Cass. civ. 9 De-
cember2003, Castellblanch ./. Roederer, Rev. crit. DIP 2004, 632, 633 f.; for a possible
limitation Cass. com. 20 March2007, F P+B, Société HSM Schuhmarketing GmbH ./.
Société Gep Industries, La Semaine Juridique — Edition générale n® 20-21, II 10088, 29:
“la cour d’appel a exactement retenu sa compétence deés lors que les faits allégués de
commercialisation de ces produits sur le territoire national seraient susceptibles de
causer un prejudice;” Diederichsen, RIW 2008, 52, 56.

% For skepticism concerning worldwide grounds for special jurisdiction (in the
context of contractual jurisdiction) ECJ 19 February 2002, Case C-256/00, Besix SA v
Wasserreinigungsbau Alfred Kretzschmar GmbH & Co. KG (WABAG) and Planungs-
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Such a restriction of the forum delicti appears compatible with the Brussels
Regulation as it is one of their objectives “that the jurisdictional rules [be]
interpreted in such a way as to enable a normally well-informed defendant
reasonably to predict before which courts, other than those of the State in
which he is domiciled, he may be sued.”

In light of these considerations, the CLIP Principles design the rule for
jurisdiction in tort around an intellectual property-specific concept of tort,
the infringement (Article 2:202(1) CLIP). As a result of the concept of
territoriality, infringement can — as in substantive law — occur only in a
state where the IP right exists (Article 2:202(2) CLIP).®® Actions occurring
in places where no intellectual property right exists might constitute an
infringement in foreign countries as a result of extraterritorial application
of their intellectual property laws, but do not constitute an infringement in
the place of action and therefore cannot open jurisdiction based on in-
fringement in the state of action.’ In this regard, the proposal of CLIP
differs from the ALI Principles which allow a person to be sued “in any
State in which that person has substantially acted, or taken substantial pre-
paratory acts, to initiate or to further an alleged infringement,” extending
this court’s jurisdiction “to claims respecting all injuries arising out of the
conduct within the State that initiates or furthers the alleged infringement,
wherever the injuries occur” (§ 204(1) ALI Principles). The more restric-
tive approach of CLIP is founded not only on the concept of territoriality,
but also on procedural considerations: The forum delicti

und Forschungsgesellschaft Dipl. Ing. W. Kretzschmar GmbH & KG (Plafog) [2002]
ECR 1-1699 para. 49 seq.; see also ECJ 10 June 2004, Case C-168/02, Rudolf Kronhofer
v Marianne Maier and Others [2004] ECR 1-6009 para. 20.

¥ ECJ 17 June 1992, Case C-26/91, Jakob Handte & Co. GmbH v Traitements
Meécano-chimiques des Surfaces SA [1992] ECR 1-3967 para. 18. See also pending Case
C-509/09, referring decision BGH 10 November 2009, GRUR 2010, 261.

0 ECJ 22 June 1994, Case C-9/93, IHT Internationale Heiztechnik GmbH and Uwe
Danzinger v Ideal-Standard GmbH and Wabco Standard GmbH [1994] ECR 1-2789 para.
22; ECJ 14 July 2005, Case C-192/04, Lagardere Active Broadcast v Société pour la
perception de la rémunération équitable (SPRE) and Gesellschaft zur Verwertung von
Leistungsschutzrechten mbH (GVL) [2005] ECR 1-7199 para. 46: “Those rights [copy-
right] are therefore of a territorial nature and, moreover, domestic law can only penalise
conduct engaged in within national territory”.

" The question whether the forum delicti may be outside the country of protection is
subject to debate in the interpretation of Article 5 No. 3 BR; for a detailed and recent
analysis including case law in the member states, Schauwecker, Extraterritoriale Patent-
verletzungsjurisdiktion, 2009, p. 100 seq.; see also Nuyts, Suing at the Place of Infringe-
ment: The Application of Article 5(3) of Regulation 44/2001 to IP Matters and Internet
Disputes, in: Nuyts (ed.), International Litigation in Intellectual Property and Information
Technology, 2008, 105, 116 seq. (arguing against a limitation of the forum delicti to the
country of protection).
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is based on the existence of a particularly close connecting factor between the dispute
and the courts of the place where the harmful event occurred, which justifies the attribu-
tion of jurisdiction to those courts for reasons relating to the sound administration of
justice and the efficacious conduct of proceedings. The courts for the place where the
harmful event occurred are usually the most appropriate for deciding the case, in par-
ticular on the grounds of proximity and ease of taking evidence.*

If we apply this rationale to intellectual property infringements, it becomes
clear that actions taken outside the country of protection should normally®
be irrelevant for a finding of infringement because they are not prohibited
by the territorial right. If actions outside the country of protection are
irrelevant to establish infringement, it is difficult to see what relevant evi-
dence for the proof of infringement could be found outside the country of
protection. Rather, actions outside the country of protection should be
regarded as being outside the elements which give rise to liability and thus
cannot justify conferring jurisdiction to the courts at the place of action.**
Furthermore, it should not be forgotten that a universal jurisdiction at the
place of action for all infringements arising from this action irrespective of
the country of protection would be open not only to the right holder, but
also to the infringer to seek a negative declaration denying infringement
for all countries where the injury may occur (Article 2:210 CLIP). The
understandable desire to seek immediate redress at the place of action can
be dealt with adequately in interim proceedings (Article 2:501 CLIP),
leaving the decision in substance to the courts of the defendant’s domicile
or to the courts of the country of protection where the injury (infringe-
ment) occurs.

In addition to the general requirement that the intellectual property right
exists, the definition of infringement in Article 2:202 CLIP (in the June
2009 version) requires one of two other possible elements: On the one

2 ECJ 16 July 2009, Case C-189/08, Zuid-Chemie BV v Philippo’s Mineralenfabriek
NV/SA para. 24 (not yet reported).

% An exception might be considered if a process is the subject matter of the patent.
As such, a patent extends to products obtained directly by the patented process (Article
28(1) lit. b TRIPS) irrespective of the place of production; relevant evidence might be
found outside the country of protection to ascertain whether the products were obtained
directly by the patented process. However, this exception seems to be too limited to
justify a general forum delicti outside the country of protection, Grabinski, GRUR Int.
2001, 199, 204 N. 64.

® The reasoning of ECJ 10 June 2004, Case C-168/02, Rudolf Kronhofer v Marianne
Maier and Others [2004] ECR 1-6009 para 18 could be applied by analogy: “There is
nothing (...) to justify conferring jurisdiction to the courts of a Contracting State other
than that on whose territory the event which resulted in the damage occurred and the
damage was sustained, that is to say all of the elements which give rise to liability. To
confer jurisdiction in that way would not meet any objective need as regards evidence or
the conduct of the proceedings” (emphasis added).



The CLIP Principles on Jurisdiction 67

hand, infringement occurs on the basis of the traditional “act-based”
concept of infringement in a state where the defendant has acted to initiate
or further the infringement (Article 2:202(2)(a) CLIP 2009).65 On the other
hand, and this is the result of the more “effects-oriented” approach, in-
fringement occurs also in those countries to which the activity is directed®®
or in which the activity has substantial effect (Article 2:202(2)(b) CLIP
2009).°” With these criteria (action, direction, substantial effect), the CLIP
Principles define the “qualified conduct” necessary to open jurisdiction at
the place of infringement. In choosing these criteria, the CLIP Principles
try to implement both the “directed to” test which has been advocated by
courts in trademark law® and the requirement of “commercial effect”
which has been proposed by the WIPO Joint Recommendation Concerning
Provisions on the Protection of Marks, and Other Industrial Property
Rights in Signs, on the Internet.”” The requirement of substantiality was
included to serve as a filter to sort out minor infractions of intellectual
property rights which should be concentrated in the defendant’s forum.
Against the approach of Article 2:202(2) CLIP 2009, it has been
objected that the right holder might in many cases only find a single
infringing article in the jurisdiction. In such a situation, the right holder
will want to obtain information about the extent of the infringement by
applying for a search and/or information order at the place of infringement,
possibly combined with an (interlocutory) injunction stopping further in-
fringement”. If infringement jurisdiction can only be established by
proving substantial activities or substantial harm within the jurisdiction,
this could be too burdensome for an effective enforcement of intellectual
property rights. In view of these arguments, the group has reconsidered

% A similar provision is found in § 204(1) ALI Principles, however (apparently)
without the restriction to those countries in which the IP right exists and with a more
extensive scope of jurisdiction which extends to “claims respecting all injuries arising
out of the conduct within the State that initiates or furthers the alleged infringement,
wherever the injuries occur” (§ 204 (1) 2™ sentence ALI Principles), while Article 2:202
(1) CLIP limits infringement jurisdiction outside ubiquitous media to infringements that
occur or may occur within the territory of the State in which that court is situated.

® This element could also be regarded as an extension of the “act-based” concept of
infringement.

" Infringement jurisdiction in the country of “direction” (limited to injuries occur-
ring in that state) is also established by § 204 (2) ALI Principles: “A person may be sued
in any State in which its activities give rise to an infringement claim, if it reasonably can
be seen as having directed those activities to that state”.

% BGH 13 October 2004, NJW 2005, 1435, 1436 — hotel-maritime.dk.

% Available under <www.wipo.int/about-ip/en/development_iplaw/pub845.htm>. For
an explanation, Kur, IIC 2002, 41; Kur, in: Basedow/Drexl/Metzger/Kur (ed.), Intel-
lectual Property in the Conflict of Laws, 2005, 175, 177 seq.

0 Cf. Articles 7, 8, 9(1)(a) Directive 2004/48/EC; Article 47, 50(1)(a) and (b) TRIPS.
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Article 2:202 CLIP in its most recent draft (February 2010) to find a better
criterion to balance the legitimate interests of right holders to effectively
enforce their (information) rights with the interests of third parties not to
be exposed to a world-wide forum delicti which is based on the mere
accessibility of a website or other minor and unintended spill-over effects.
In order to strike such a balance, the CLIP group will probably preserve
the general concept of infringement jurisdiction based on “qualified
conduct” of the alleged infringer in Article 2:202 CLIP,” but drop the
requirement of substantiality on the jurisdiction level’? and shift the burden
of proof to challenge infringement jurisdiction to the alleged infringer.

A presentation of the forum delicti would not be complete without some
words on the extent of jurisdiction. Under the Brussels Regulation, most
commentators agree that jurisdiction based on infringement is limited to
those infringements that occurred in the forum state (“mosaic approach™).”
Some’ justify this by an application of the Shevill decision of the Euro-
pean Court of Justice” on intellectual property law; others come (more
convincingly) to the same conclusion by pointing to the fact that infringe-
ment occurs in the forum state only with regard to domestic intellectual
property rights, which necessarily leads to jurisdiction being restricted to
the infringement of domestic rights.”® Irrespective of its doctrinal justifica-
tion, the “mosaic approach” places a substantial burden on the plaintiff to
litigate worldwide infringements. In most cases this can be justified by the
possibility to sue either for all infringements in the place of the defen-
dant’s residence’” or to sue only in those places of infringement where the
lion’s share of the sales are found, expecting that losing these markets will
make it unattractive for the infringer to continue his conduct. For these

' Article 2:202 CLIP in its most recent wording reads: “In disputes concerned with
infringement of an intellectual property right, a person may be sued in the courts of the
State where the alleged infringement occurs or may occur, unless the alleged infringer
has not acted in that State to initiate or further the infringement and his/her activity
cannot reasonably be seen as having been directed to that State”.

2 For applicable law see Article 3:602 CLIP.

3 Metzger (supra note 51), 260.

™ Cass. Civ. 16 July 1997, RIDA 176 (1998), 403, 405 — Wegmann.

> BCJ 7 March 1995, Case C-68/93, Fiona Shevill, Ixora Trading Inc., Chequepoint
SARL and Chequepoint International Ltd v Presse Alliance SA [1995] ECR 1-415 paras.
25, 30, 32 seq.

* OLG Diisseldorf, IPRax 2001, 336, 336 seq. — Schussfadengreifer; (Swiss) Bun-
desgericht 23 October2006, GRUR Int. 2007, 534, 536 — Internationale Zustiindigkeit in
Patentsachen I; Grabinski, GRUR Int. 2001, 199, 204 seq.; Heinze, Einstweiliger Rechts-
schutz im europdischen Immaterialgiiterrecht, 2007, 231, 234.

7 This is possible under the CLIP Principles due to limited exclusive jurisdiction but
more problematic under the Brussels Regulation as far as registered rights are concerned
due to the extensive interpretation of Article 22 No. 4 BR; see above IV 4.
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reasons, Article 2:203(1) of the CLIP Principles adheres in principle to a
strict “territorialization” of infringement jurisdiction: the provision limits
the scope of jurisdiction to infringements that occur or may occur within
the territory of the state in which that court is situated. However, the terri-
torial fragmentation of infringement jurisdiction appears unsatisfactory if
the infringement is carried out through ubiquitous media such as the Inter-
net, and a concentration of all claims in the state of the infringer’s resi-
dence seems inappropriate because this state has, for lack of substantial
effect, no interest in litigating the worldwide infringement.” In such a
situation in which the infringer directs almost all his activities to states
other than his home state (which might be a copyright haven), Ar-
ticle 2:203(2) CLIP makes a worldwide concentration of all infringement
actions in one forum (other than the infringer’s residence) possible, pro-
vided that substantial activities in furtherance of the infringement in its
entirety have been carried out within the territory of the state in which the
court is situated, or’ the harm caused by the infringement in the state
where the court is situated is substantial in relation to the infringement in
its entirety.80

b) Contractual claims

Less intellectual property-specific but still relevant for intellectual prop-
erty disputes is the jurisdiction at the place of performance of a contract
(Article 5 No. 1 BR). The Brussels Regulation establishes jurisdiction at
the place of performance and offers two different solutions to define this
place: If the contract concerns the sale of goods or the provision of ser-
vices, Article 5 No. 1 lit. b defines a uniform place of performance for all
obligations flowing from the contract: The uniform place of performance
where all actions relating to this contract may be brought is the place
where the goods were delivered or the services were provided. For all
other contracts, the jurisdiction for contractual claims is determined by the

™ Or if the home state of the defendant has a low level of IP protection (“information
haven”), Metzger (supra note 51), 260 seq.

™ See also Metzger (supra note 51), 264 who argues in favor of an extension of an
earlier, more restrictive version of Article 2:203(2) CLIP.

% The ALI Principles, by contrast, provide a different (probably more generous) rule
for unrestricted infringement jurisdiction in § 204(3): “A person who cannot be sued in a
WTO-member State through the application of §§ 201-204(1) may be sued in any State
in which its activities give rise to an infringement claim if: (a) it reasonably can be seen
as having directed those activities to that State, and (b) it solicits or maintains contacts,
business, or an audience in that State on a regular basis, whether or not such activity
initiates or furthers the infringing activity. The court’s jurisdiction extends to claims
respecting injuries arising out of conduct outside the State that relates to the alleged
infringement in the State, wherever the injuries occur”.
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obligation which arises under the contract and the non-performance of
which is relied upon in support of the action (the so-called “obligation in
question”). The place of performance of this obligation is determined by
the law applicable to the contract by virtue of the private international law
of the forum (Article 5 No. 1 lit. a, ¢ BR).* As a license contract does not
qualify as a contract for the provision of services within the meaning of
Article 5 No. 1 lit. b BR,* the place of performance of such a contract has
to be determined for any single obligation in question separately by appli-
cation of the lex contractus. Thus, there is no uniform (let alone single)
place of performance for license contracts, but rather the place of perform-
ance and the jurisdiction for matters relating to license contracts depends
on the law applicable to the contract.

The CLIP Principles try to remedy this lack of uniformity for the im-
portant field of license (and transfer) contracts®®. To this end, the CLIP
Principles adhere to the general concept of jurisdiction at the place of per-
formance of the obligation in question (Article 2:201(1) CLIP), but
provide for an autonomous and uniform definition for all contractual obli-
gations arising from contracts having as their main object the transfer or
license of an intellectual property right. For such contracts, the state where
the obligation in question is to be performed is defined as the state for
which the license is granted or the right is transferred (Article 2:201(2)
CLIP). To avoid a concentration of all contractual claims in one forum
(which should — in the case of license or assignment contracts — only be
possible in the defendant’s habitual residence or in a court agreed by juris-

81" See, respectively, with regard to the concept of “obligation” referred to in Article 5
No. 1 of the Brussels Convention, ECJ 6 October 1976, Case 14/76, A. De Bloos, SPRL v
Société en commandite par actions Bouyer [1976] ECR 1497 para. 13; ECJ 15 January
1987, Case 266/85, Hassan Shenavai v Klaus Kreischer [1987] ECR 239 para. 9; ECJ
29 June 1994, Case C-288/92, Custom Made Commercial Ltd v Stawa Metallbau GmbH
[1994] ECR 1-2913 para. 23; ECJ 5 October 1999, Case C-420/97, Leathertex Divisione
Sintetici SpA v Bodetex BVBA [1999] ECR 1-6747 para. 31; ECJ 19 February 2002, Case
C-256/00, Besix SA v Wasserreinigungsbau Alfred Kretzschmar GmbH & Co. KG
(WABAG) and Planungs- und Forschungsgesellschaft Dipl. Ing. W. Kretzschmar GmbH
& KG (Plafog) [2002] ECR 1-1699 para. 44, and with regard to the place of performance
of that obligation within the meaning of Article 5 No. 1 of the Brussels Convention ECJ
6 October 1976, Case 12/76, Industrie Tessili Italiana Como v Dunlop AG [1976] ECR
1473 para. 13; Custom Made Commercial (above) para. 26; ECJ 28 September 1999,
Case C-440/97, GIE Groupe Concorde and Others v The Master of the vessel
“Suhadiwarno Panjan” and Others [1999] ECR 1-6307 para. 32; Leathertex (above)
para. 33, Besix (above) paras. 33, 36.

82 BCJ 23 April 2009, Case C-533/07, Falco Privatstiftung and Rabitsch v Gisela
Weller-Lindhorst (not yet reported) para. 44.

$ See also Brinkmann, IPRax 2009, 487, 492 who argues in favor of a legislative
amendment of Article 5 No. 1 Brussels Regulation.
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diction agreement), Article 2:201(2) CLIP clarifies that jurisdiction under
Article 2:201(2) is limited to activities relating to the license or transfer of
the intellectual property right for that particular state. Finally, Ar-
ticle 2:201(3) CLIP deviates from the case law of the European Court of
Justice under the Brussels Regulation® in permitting a concentration of
contractual and delictual claims in the same court™. The corresponding
provision in § 205 ALI Principles® will probably lead to similar results as
Article 2:201 CLIP in most cases, but has no answer for intellectual
property contracts other than license and assignment and is less adapted to
the traditional European “place of performance” concept of contractual
jurisdiction.

¢) Multiple defendants

The last rule of special jurisdiction which shall be presented in this paper
is jurisdiction for multiple defendants. According to Article 6 No. 1 BR, a
person domiciled in a member state which is one of a number of defen-
dants may also be sued in the courts for the place where any one of the
defendants is domiciled, provided that the claims are so closely connected
that it is expedient to hear and determine them together to avoid the risk of
irreconcilable judgments resulting from separate proceedings. The impli-
cations of this rule for intellectual property disputes can only be fully
understood with the case law of the European Court of Justice in mind, in
particular the decision in Roche Nederland.’” In this case, two American
patent holders sued Roche Nederland and a number of its subsidiaries for
violation of parallel European patents in several countries. The European
Court of Justice rejected the possibility of consolidation in the Netherlands
where the parent company was resident, stressing that no connection
“could ... be established between actions for infringement of the same
European patent where each action was brought against a company estab-
lished in a different Contracting State in respect of acts which it had com-

% BCJ 27 September 1988, Case 189/87, Athanasios Kalfelis v Bankhaus Schrider,
Miinchmeyer, Hengst and Co. and Others [1988] ECR 5565 para. 19 (decided in the
context of an action based on Article 5 No. 3, not Article 5 No. 1 BR).

% For license and assignment contracts, Article 2:201(2) CLIP and Article 2:202(1)
CLIP should almost always point to the same forum anyway. The concentration may be
relevant for actions under Article 2:201(1) CLIP.

8 «A person may be sued in a State with respect to any claim alleging the breach of
an agreement transferring or licensing intellectual property rights for exploitation in that
State. When this section offers the sole basis of jurisdiction, the defendant may be sued
only with respect to those intellectual property rights provided by that State and related
to the agreement”.

8 ECJ 13 July 2006, Case C-539/03, Roche Nederland BV and Others v Frederick
Primus and Milton Goldenberg [2006] ECR 1-6535.
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mitted in that State.”® As a result, actions based on different national intel-
lectual property rights can (almost) never be consolidated on the basis of
Article 6 No. 1 BR, even if the defendants are closely related (parent and
subsidiaries) and the intellectual property rights are subject to European or
international harmonization.

Here again, the European Court advocates a “re-territorialization” of
intellectual property litigation even if the right claimed to be infringed is
subject to (partial) harmonization such as the European patent by the
European Patent Convention (EPC). While it is accepted that the European
Patent Convention only provides for partial harmonization, it should not be
neglected that the enforcement directive 2004/48/EC and Article 41 seq.
TRIPS have also led to a certain minimum harmonization in the field of
sanctions, at least within the European Union. In light of these suprana-
tional instruments, it seems inappropriate and even counter-productive to
substantive law harmonization efforts to treat harmonized or even uni-
form® intellectual property rights as completely national entities which
exist fully independent in each country of protection.” Therefore, the
CLIP Principles try to moderate the restrictive interpretation of Article 6
No. 1 BR by letting it suffice for a risk of irreconcilable judgments that the
disputes against several defendants involve “essentially” the same legal
and factual situation. This more moderate wording shall make it possible to
consolidate different infringement actions based on intellectual property
rights which are subject to international harmonization in their require-
ments and scope (such as the European patent or national trademarks in the
different member states of the European Union) in a single forum. Instead
of excluding a consolidation of such claims from the outset, the CLIP
Principles propose a further requirement for consolidation of infringement
actions against several defendants in a single forum, namely that the de-
fendant habitually resident in the state where the claims are brought has
coordinated the activities leading to the infringements or is otherwise most

¥ ECJ 13 July 2006, Case C-539/03, Roche Nederland BV and Others v Frederick
Primus and Milton Goldenberg [2006] ECR 1-6535 para. 33.

% Such as the European Community Trade Mark, see Article 1(2) of Council Regu-
lation (EC) No 40/94 of 20 December 1993 on the Community trade mark, OJ L 11,
14 January 1994, p. 1; the Community Design, see Article 1(3) of Council Regulation
(EC) No 6/2002 of 12 December 2001 on Community designs, OJ L 3, 5 January 2002,
p. 1; or the Community plant variety right, see Article 2 of the Council Regulation (EC)
No 2100/94 of 27 July 1994 on Community plant variety rights, OJ L 227, 1 Sep-
tember 1994, p. 1. The effect of the Roche Nederland decision on unitary rights is un-
clear.

% Kur, IIC 2006, 844, 850; Gonzalez Beifuss, Jurisdiction over Co-Defendants after
Roche Nederland, in: Nuyts (ed.), International Litigation in Intellectual Property and
Information Technology, 2008, 79, 84 seq.
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closely connected with the dispute in its entirety (Article 2:206(2) CLIP).
These criteria try to identify the center of parallel infringement activities at
the residence of the coordinator of the activities (e.g., the parent company
of several subsidiaries) where a consolidation of all actions seems appro-
priate.”’ In its future work, the CLIP group will try to elaborate these
concepts further, possibly by providing definitions for “the same legal and
factual situation” (Article 2:206(1) CLIP) and for the “center of activities”
where a consolidation appears appropriate (Article 2:206(2) CLIP).

4. Prorogation of jurisdiction

As most other international instruments,” the CLIP Principles accept the
parties’ autonomy to choose a forum for their dispute before or after the
dispute arises. The court chosen by the parties will normally have jurisdic-
tion to decide on all disputes between the parties irrespective of the place
of infringement,” subject only to the rules on exclusive jurisdiction and
specific rules of the forum protecting consumers and employees (Article
23(5) BR, Article 2:101 CLIP). Given the general acceptance of jurisdic-
tion clauses, the CLIP Principles follow existing provisions, in particular
Article 23 Brussels Regulation, but propose certain clarifications regarding
the scope of jurisdiction agreements (Article 2:301(1) CLIP: jurisdiction is
deemed to be exclusive and to comprise all contractual and non-contractual
obligations and all other claims arising from that legal relationship), the
rules determining the validity of such agreements (Article 2:301(2), (3)
CLIP), the exception for exclusive jurisdiction (Article 2:301(4) CLIP),
and the doctrine of severability of jurisdiction agreements (Article 2:301(5)
CLIP).

5. Provisional measures

Another — often neglected — field of particular practical importance in
intellectual property litigation is provisional measures. The Brussels Regu-
lation does not provide a positive rule for these measures but rather an
“opening clause” in Article 31 BR which opens the mandatory and con-

! A broader provision on multiple defendants is found in § 206 ALI Principles.
Article 2:206 CLIP is modeled more closely on Article 6 No. 1 BR, but leaves certain
leeway by relying on the “most closely connected” criterion in Article 2:206(2) CLIP
(which is also found in § 206(1)(b) ALI Principles). It might be subject to further debate
in the CLIP group whether the “most closely connected” criterion could be further
elaborated to enhance legal certainty.

2 See also §§ 202, 203 ALI Principles.

% See also §§ 202, 211 ALI Principles; Peukert, Contractual Jurisdiction Clauses and
Intellectual Property, in: Drexl/Kur (eds.), Intellectual Property and Private International
Law, 2005, 55, 57 seq.
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clusive system of jurisdiction rules for the different national rules on pro-
visional measures. As a result, the Brussels Regulation establishes a two-
tier system: Jurisdiction for provisional measures can either be based on
the jurisdiction rules of the Brussels Regulation itself (a court having
jurisdiction as to the substance of a case in accordance with Articles 2 and
5 to 24 of the Regulation also has jurisdiction to order any provisional or
protective measures which may prove necessary’’) or it can be based on
Article 31 Brussels Regulation in connection with the different national
rules on jurisdiction for provisional measures. This system, in particular
the jurisdiction based on Article 31 BR and the national rules, is dangerous
for the uniformity of the European law because national courts might grant
very far-reaching “provisional” measures’ which effectively pre-empt the
decision on the substance of the case and make it possible to circumvent
the mandatory and conclusive rules of jurisdiction laid down in Article 2-
24 BR. Therefore, the European Court of Justice has subjected provisional
measures based on Article 31 BR in connection with national rules of
jurisdiction to additional requirements, namely (a) the existence of a real
connecting link between the subject matter of the measures sought and the
territorial jurisdiction of the member state of the court before which those
measures are soughtg6 and (b) an autonomous Regulation definition of
provisional measures which includes interim payment orders only if, first,
repayment to the defendant of the sum awarded is guaranteed in case the
plaintiff is unsuccessful regarding the substance of his claim and, second,
the measure sought relates only to specific assets of the defendant located
or to be located within the confines of the territorial jurisdiction of the
court to which application is made.” In light of these developments, the
text of Article 31 BR is incomplete and cannot serve as a model for inter-
national rule-making.

The CLIP Principles take the two-tier system of the Brussels Regulation
as a starting point to propose a number of amendments and clarifications.
First, it is expressly clarified by Article 2:501(1) CLIP that a court having
jurisdiction as to the substance of a case in accordance with Articles 2:102
to Article 2:401 also has jurisdiction to order any provisional or protective

* ECJ 17 November 1998, Case C-391/95, Van Uden Maritime BV, trading as Van
Uden Africa Line v Kommanditgesellschaft in Firma Deco-Line and Another [1998] ECR
1-7091 para. 19.

% Such as the Dutch kort geding or the French référé-provision.

% ECJ 17 November 1998, Case C-391/95, Van Uden Maritime BV, trading as Van
Uden Africa Line v Kommanditgesellschaft in Firma Deco-Line and Another [1998] ECR
[-7091 para. 40.

9 ECJ 17 November 1998, Case C-391/95, Van Uden Maritime BV, trading as Van
Uden Africa Line v Kommanditgesellschaft in Firma Deco-Line and Another [1998] ECR
1-7091 para. 47.
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measures which may prove necessary,” without that jurisdiction being
subject to any further conditions.”” This clarification mirrors the case law
of the European Court of Justice and might prove useful for a better under-
standing of the provision. Further, Article 2:501(2) CLIP opens a second
avenue for provisional relief in either the state where the measure is to be
enforced (Article 2:501(2) lit. a CLIP) or the state for which protection is
sought (Article 2:501(2) lit. b CLIP).'® The additional jurisdiction at the
place of enforcement (Article 2:501(2) lit. a) is justified by the particular
need for a quick enforcement of provisional measures. This need can be
best met if the court where the measure can be enforced has jurisdiction to
grant immediate relief, thus avoiding lengthy proceedings to enforce
foreign judgments. The justification for Article 2:501(2) lit. b CLIP, the
additional jurisdiction in the country of protection, is less obvious, in
particular as Article 2:202 CLIP will normally provide for jurisdiction at
the place of infringement anyhow. However, in limited circumstances
(e.g., as a result of a jurisdiction or arbitration agreement), jurisdiction
under Article 2:202 CLIP might be excluded. For such a situation, Article
2:501(2) lit. b CLIP clarifies that provisional measures shall be available in
the country of protection even if there is no jurisdiction for the substance
of the case. While Article 2:501(2) CLIP expands jurisdiction for provi-
sional measures to the benefit of the plaintiff, Article 4:301(1) CLIP tries
to balance this advantage on the recognition and enforcement level by ex-
cluding measures based solely on Article 2:501(2) from the liberal recog-
nition and enforcement regime of Part 3 of the CLIP Principles, thereby
limiting the effect of measures based on Article 2:501(2) CLIP to the
country in which they were granted. A further safeguard for the rights of
the defense is Article 4:301(2) CLIP, which excludes provisional measures
adopted without prior hearing of the adverse party and enforceable without

% ECJ 17 November 1998, Case C-391/95, Van Uden Maritime BV, trading as Van
Uden Africa Line v Kommanditgesellschaft in Firma Deco-Line and Another [1998] ECR
1-7091 para. 19.

% ECJ 17 November 1998, Case C-391/95, Van Uden Maritime BV, trading as Van
Uden Africa Line v Kommanditgesellschaft in Firma Deco-Line and Another [1998] ECR
1-7091 para. 22. A similar provision is found in § 214(1) ALI Principles.

190§ 214(2) ALI Principles opens additional jurisdiction for provisional measures for
the “courts of any States in which the intellectual property is registered or in which the
tangible property is located,” if the measure is limited to the territory of that state. This
provision will probably come to similar results as Article 2:501 CLIP, but (apparently)
restricts “enforcement jurisdiction” (Article 2:501(2)(a) CLIP) to tangible property and
“country of protection” jurisdiction (Article 2:501(2)(b) CLIP) to registered rights.
§ 214(3) ALI Principles clarifies that a non-infringer may be subject to an action for
temporary detention of the goods. This provision seems to deal more with a specific
remedy than with jurisdiction stricto sensu and was therefore left out of the jurisdiction
section of the CLIP Principles.
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prior service to that party from recognition and enforcement.'”’ The
accumulation of possible venues under the first two paragraphs of Article
2:501 CLIP may lead to coordination problems which Article 2:501(3)
CLIP'™ tries to solve by according a “coordination competence” to
the court deciding on the substance of the case. Finally, Article 2:501(4)
CLIP provides an intellectual property-specific definition of provisional
measures which is inspired by Article 50(1) TRIPS. Given the different
national notions of provisional measure, a specific definition is needed to
clarify the scope of Article 2:501 CLIP and avoid a possible circumvention
of the jurisdiction rules for the substance of the case by resorting to interim
payment orders which are available in certain jurisdictions.

V. Conclusion

All in all, the CLIP Principles are evolutionary rather than revolutionary in
nature: They aim not at fundamental reconstruction of the rules of interna-
tional jurisdiction, but rather at their evolutionary adaption to the specific
needs of intellectual property litigation. To this end, they take more than
30 years of experience under the Brussels rules of jurisdiction as a starting
point and adjust its provisions to correct the overly territorial and tradi-
tional understanding of intellectual property litigation expressed in the
GAT/LuK and Roche Nederland judgments of the European Court of Jus-
tice. The cautious approach of the CLIP Principles might be criticized.
However, also on the jurisdiction level it should not be forgotten that the
attribution of adjudicatory competence is not only a matter of procedural
fairness and efficacy, but also a powerful tool to safeguard legitimate
national conceptions of economic and cultural policy which lie at the heart
of the differences in substantive intellectual property law and the principle
of territoriality itself.

! This provision is inspired by ECJ 21 May 1980, Case 125/79, Bernard Denilauler
v SNC Couchet Fréres [1980] 1553 para. 18. Article 4:301(2) CLIP does not affect more
liberal regional enforcement rules (Article 4:103 CLIP) such as currently debated in
Europe COM (2009) 175 final, question 4; Heinze, 120 [2007] ZZP 303, 312.

2 The provision might be relocated to the section on coordination of proceedings
(Article 2:705(3) CLIP) and amended to reflect that only the court first seized, in
accordance with the CLIP Principles, with the substance of the matter, shall enjoy
coordination authority. In addition, it may be clarified that the “coordinating court”
cannot directly modify foreign provisional measures, but rather has to ask the foreign
court to do so.
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I. Introduction

The exercise of international jurisdiction by domestic courts is one of the
cornerstone issues in cross-border intellectual property litigation. Juris-
dictional issues are even more complicated given the fact that certain
aspects such as registration and validity of intellectual property rights
might be subject to exclusive jurisdiction of the courts of a granting
country. The Legislative Proposal of the Transparency Project (hereinafter
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referred to as “the Transparency Proposal”) tries to strike the balance
between the sovereignty considerations and efficient IP dispute resolution.
This article provides for a closer analysis of issues that are peculiar to
adjudication of cross-border intellectual property disputes. In particular,
legal issues pertaining to international jurisdiction concerning existence,
registration, validity, ownership, IP contracts, infringements of intellectual
property rights, joinder of claims, and parallel proceedings are elaborated
in the following sections.

II. International Jurisdiction Concerning Existence, Registration,
Validity, and Ownership of Intellectual Property Rights

1. General Remarks

Article 103 provides for international jurisdiction over actions concerning
the existence, registration, validity, or ownership of IP rights.' This article
is divided into cases where an IP right is granted under Japanese law and
cases where it is granted under foreign law. In the former case, the inter-
national jurisdiction of Japanese courts is affirmed without another basis
for international jurisdiction (Paragraph 1). In the latter case, the inter-
national jurisdiction of Japanese courts is affirmed where there is a basis
for international jurisdiction in Japanese courts, such as a defendant’s
domicile in Japan (Paragraph 2).

As explained below, it is generally thought, in Japan as well as in for-
eign countries, that the courts of the country of registration have exclusive
jurisdiction over actions concerning the registration or validity of IP rights
that arise from registration, such as patent rights. However, the Trans-
parency Proposal does not adopt this thinking, and recognizes that there
are cases in which the jurisdiction of Japanese courts should be affirmed
even where the IP right was granted under foreign law. However, a judg-
ment invalidating an IP right granted under foreign law should not be
effective against third parties, but only effective between the parties to the
action (Paragraph 3).

Intellectual property rights granted under Japanese law that arise from
registration, such as patent rights, cannot be invalidated in a civil action. In
order to invalidate a Japanese patent right, it is necessary to request an
administrative adjudication of invalidity in the Patent Office (Art. 123 of
the Japanese Patent Act).

! See Article 103 of the Transparency Proposal, Annex III infra.
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2. The Current State of Japanese Law
a) Actions Concerning Validity of IP Rights

There are no cases in Japan in which the validity of an IP right granted
under the laws of a foreign country has been directly contested. However,
in Sango Suna’ case, in which the plaintiff seeked a declaration of the non-
existence of a right to bring a claim for an injunction against the infringe-
ment of a U.S. patent right, Tokyo District Court stated in obiter dicta that
“it is generally understood that the country of registration of a patent right
has exclusive jurisdiction over actions seeking a judgment negating the
establishment of a patent right or invalidating a patent right.” The pre-
vailing academic opinion is that the courts of the country of registration
have exclusive jurisdiction over actions concerning the validity of IP rights
arising from registration. On the other hand, for actions concerning copy-
rights that do not require registration to be established, academic opinion is
virtually unanimous that there is no country with exclusive jurisdiction.’

Also in its report® the International Jurisdiction Study Group, which was
commissioned by the Ministry of Justice to study international jurisdiction,
made the following statement about actions concerning the validity of IP
rights:

Where a foreign country is the place of registration, the international jurisdiction of
Japanese courts is not given for actions concerning the validity of IP rights that arise by
registration of their establishment, even where there is a basis for international juris-
diction in Japanese courts.

The reason given was this:

Concerning actions related to validity of foreign patents, patents and similar rights are
granted by administrative dispositions of each country, and the nature of such rights is
such that their validity can best be judged by the registering country. Moreover, if a
country other than the registering country issues a declaration of the invalidity of a
patent, it will only be effective as between the parties, and it is highly unlikely that the
registering country will recognize the judgment and that registration will be invalidated.
Considering the above points, it could be proper for the courts of the registering country

2 Tokyo District Court, 16 October 2003, Hanrei Jiho No.1874, p. 23.

3 Makiko Takabe, Shégaiteki chosakuken soshé no ronten [Issues in International
Copyright Cases], in: Saito Hiroshi Sensei gotaishoku kinen, gendai shakai to chosa-
kukenhé [In Honor of Professor Hiroshi Saito’s Retirement: The Modern Society and
Copyright Law] (Kébundo, 2008), p. 125, 126-127; Yasuto Komada, Chosakuken wo
meguru kokusai saiban kankatsu oyobi junkyohd ni tsuite [International Jurisdiction and
Applicable Law Concerning Copyright], Kokusai shihé nenpé [Japanese Yearbook of
Private International Law], No.6, p. 63, 64—66 (2004).

* This report is reprinted in NBL No. 883 to No. 888 (2008).
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to have exclusive jurisdiction, even where the international jurisdiction of Japanese
courts is affirmed under general forum provisions.’

On the other hand, where the issue of the validity of the IP right granted
under foreign law may be presented as an incidental issue, such as where
the issue is raised as a defense in an infringement action (it is generally
thought that an infringement action involving foreign IP rights is not sub-
ject to the exclusive jurisdiction of the country of registration), academic
opinion is not unanimous over how Japanese courts can deal with the
issue. Some say that courts of Japan can decide the issue.® Others say that
it is improper for a court to decide the validity of an administrative dispo-
sition in another country, and that when there is a litigation in the country
of registration to invalidate a right, a Japanese court can stay the pro-
ceedings pursuant to Article 168(2) of the Patent Act.” In the above Sango
Suna case, the Tokyo District Court adopted the first view, stating that
even if the defense of patent invalidity may be presented in a claim for
injunction,

the decision of invalidity of the patent has only effect as a decision within the reasoning

of a judgment in the action seeking injunction, and does not invalidate the patent right as
against third parties. Therefore, allowing to present this defense should not be a reason to

> The Interim Draft prepared by the International Jurisdiction Legislative Committee
of Japan’s Legislative Council (herein after referred to as “the Interim Draft”) (published
in July 2009) also provides that “Actions related with validity and effects of intellectual
property rights which are subject to registration (as they are defined in Art. 2(2) of the
Basic Intellectual Property Law) can be brought only before Japanese courts if the place
of registration is in Japan”. This Interim Draft was further elaborated as a part of the
Minji Sosho Ho oyobi Minji Hozen Ho no Ichibu wo Kaisei suru Horitsu (the Draft for
Amendment of a Part of the Code of Civil Procedure and Civil Provisional Remedies
Act) and, on March 2, 2010, was submitted to the Diet. The text of this final Draft is
available at <www.moj.go.jp/HOUAN/SAIBANKANY/refer02.html> (last visited on
28 March 2010).

® For example, Shigeki Chaen, Gaikoku tokkyo shingai jiken no kokusai saiban
kankatsu [International Jurisdiction over Foreign Patent Infringement Case], Nikon kégyo
shoytikenhé gakkai nenpé [Annual of Japanese Industrial Property Law Association],
No. 21 (1997), p. 59, 75.

7 For example, Makiko Takabe, Tokkyoken shingai soshé to kokusai saiban kankatsu
[Patent Infringement Action and International Jurisdiction], in: Nobuhiro Nakayama
(ed.), Chiteki zaisan hé to gendai shakai — Makino Toshiaki hanji taikan kinen [Intel-
lectual Property and Modern Society: In Honor of the Retirement of Judge Toshiaki
Makino] (Shinzansha, 1999), p. 125, 135. Miho Shin, Chiteki zaisanken shingai soshé ni
kansuru kokusai saiban kankatsu ni tsuite (2) [International Jurisdiction over Intellectual
Property Infringement Actions (2)], Hégakuronso Vol. 155, No. 5, p. 55, 71 (2004) says
that courts can exceptionally decide the invalidity that is effective between the parties to
the action only where the existence of a basis for invalidity is clear. See also Masaki
Sugiura, Shégai mondai [International Problems], in: Toshiaki Iimura/Ryuichi Sagara
(eds.), Chiteki zaisan kankei soshé [Intellectual-Property-Related Litigation] (Seirin
Shoin, 2008), p. 273, 283-284.
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reject the international jurisdiction of a country other than the country of registration, and
even if the defending party in an action seeking injunction raises the defense of patent
invalidity, that should not be a barrier to hearing the action in a court of a country other
than the country of registration.®

b) Actions Concerning Registration of IP Rights

The report of the International Jurisdiction Study Group makes the fol-
lowing statement about actions concerning the registration of IP rights:’
“Where Japan is the place of registration, courts of Japan shall have exclu-
sive jurisdiction over actions concerning the registration of IP rights that
arise by registration of establishment.” The reason for this is given as fol-
lows:

In actions concerning registration of patents and similar rights, even if international
jurisdiction could be exercised in a country other than the country of registration of the
IP right, in order to make registration and other things in accordance with this judgment,
procedures will have to be taken in the country of registration anyway. Therefore, it is
proper for the courts of the registering country to have exclusive jurisdiction.'

% In the Interim Draft, no special jurisdiction rules for claims related to intellectual
property rights’ infringement are provided. Regarding the treatment of invalidity defense,
it is explained as follows: The question whether an invalidity defense is possible in cases
related to infringements of foreign patent rights is not an issue to be dealt at the time
when international jurisdiction issue is decided, but is a problem of substantive law. The
question of validity should be decided under the applicable patent law of the registering
country. Therefore, for example, if an action is brought with regard to infringement of an
American patent, the question is whether an invalidity defense shall be decided under the
American law or not. Nevertheless, some more investigation is necessary regarding
pending infringement and validity proceedings, namely whether infringement pro-
ceedings should be ceased until another court of a foreign country has decided the
validity issue (see Art. 168(2) of the Japanese Patent Act).

° An example given is the case where the actual inventor files a claim for the transfer
of the name in which a patent is registered against a usurping applicant who was granted
registration claiming to be the actual inventor. However, actions related to the ownership
of intellectual property rights are not subject to exclusive jurisdiction rules. This issue is
clearly illustrated in the Interim Draft where it is stated that actions related with initial
title to intellectual property rights are related to the substance of these rights, and only
very seldom require special or technical skills.

' The Interim Draft provides that “actions concerning a registry or registration shall
be brought only to Japanese courts when the registry or a place where registration should
occur is in Japan.” In the Interim Draft, claims related to registration of intellectual
property rights fall under the notion of “actions related to registry or registration.”
Furthermore, this provision comprises not only registered intellectual property rights, but
also copyright-related issues that are subject to registration.
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Looking at the precedents, the court in the Inositol Manufacturing Method
case'' viewed the plaintiff’s claim for the return of a patent right as a claim
for transfer of registration, and stated that

Patent #3 in this case is a United States patent, so an action involving registration of a
United States patent is entirely a problem of the ownership of a patent right in that coun-
try, and there is no room for exercising the international jurisdiction of Japanese courts.

On the other hand, a different view was possibly adopted in the Card
Reader case'?, which involved a United States patent for an invention that
Y, a former employee of A company, made as an employee. X filed a
claim against Y, based on the argument that A company had assigned the
patent right to X, that Y should register the assignment of it to X with the
United States Patent Office. Tokyo District Court admitted X’s claim with-
out questioning an issue of international jurisdiction, stating: “It can be
inferred that Y understood that after he applied for the patent in his own
name, obtained the patent right, and registered it, Y would as a matter of
course assign the patent right to A company.” The appeals court decision'®
dismissed X’s claim with prejudice for the reason that it could not find an
implied agreement for Y to assign the patent right to A company, but here,
too, international jurisdiction was not questioned. In the Fujika Trademark
case', the plaintiff demanded that the defendant should bring procedures
to cancel the registration of the transfer of a Jordanian trademark in the
defendant’s name because the plaintiff had cancelled a contract for transfer
of the trademark from plaintiff to defendant, and here again Tokyo District
Court issued its judgment without questioning its international jurisdiction.
The appeals court decision'” was the same.

3. International Situation

In other countries, it is also generally thought that courts of the country of
registration have exclusive jurisdiction over actions concerning the regis-
tration or validity of IP rights that arise from registration. Article 22(4) of
the Brussels I Regulation'® provides that

in proceedings concerned with the registration or validity of patents, trade marks,

designs, or other similar rights required to be deposited or registered, the courts of the
Member States in which the deposit or registration has been applied for, has taken place

" Tokyo District Court, 26 September 2003, Case No. 14128 (wa) of 2003.
2 Tokyo District Court, 22 October 1993, Chizaishu Vol. 26 No. 2, p.729.
* Tokyo High Court, 20 July 1994, Chizaishu Vol. 26 No. 2, p.717.
* Tokyo District Court, 4 March 2004, Case No. 4044 (wa) of 2001.
> Tokyo High Court, 9 August 2004, Case No. 1627 (ne) of 2004.
1® Council Regulation (EC) No.44/2001 of 22 December 2000 on jurisdiction and the
recognition and enforcement of judgments in civil and commercial matters, OJ L12,
16.1.2001, p.1.
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or is under the terms of a Community instrument or an international convention deemed
to have taken place

have exclusive jurisdiction. As a basis, with regard to Article 16(4) of the
Brussels Convention'”, similar to Article 22(4) of the Brussels I Regula-
tion, the official report of this Convention noted that “[b]ecause the grant
of the domestic patent is exercise of national sovereignty, Article 16(4)
provides the exclusive jurisdiction in proceedings concerned with the
validity of the patent.”'® The European Court of Justice also held, with
regard to Article 16(4) of the Convention, that

the exclusive jurisdiction in proceedings concerned with the registration or validity of
patents conferred upon the courts of the Contracting State in which the deposit or
registration has been applied for is justified by the fact that those courts are best placed
to adjudicate upon cases in which the dispute itself concerns with the validity of patents
or the existence of the deposit or the registration. '

In the process of making the Convention on Jurisdiction and Foreign Judg-
ments in Civil and Commercial Matters at the Hague Conference on Pri-
vate International Law, the Special Commission on the Jurisdiction and
Foreign Judgments in Civil and Commercial Matters adopted a Draft Con-
vention in 1999 (hereinafter referred to as “the Hague Draft Convention on
Jurisdiction and Foreign Judgments”). Article 12(4) of the Draft Conven-
tion also provided that

[i]n proceedings which have as their object the registration, validity [or] nullity [, or
revocation or infringement,] of patents, trade marks, designs or other similar rights
required to be deposited or registered, the Contracting State in which the deposit of
registration has been applied for, has taken place or, under the terms of an international
convention, is deemed to have taken place, have exclusive jurisdiction. This shall not
apply to copyright or any neighbouring rights, even though registration or deposit of such
right is possible.

In the drafting process of the above Convention, there were divisions of
opinion on whether the infringement action should be subject to the exclu-
sive jurisdiction of the country of registration, or whether courts of a
country other than the country of registration can decide the validity of the
IP right raised as a defense.

Under the Brussels I Regulation or the Brussels Convention, an in-
fringement action of patents or other rights is thought to be subject not to
the exclusive jurisdiction, but to the general jurisdiction rule. And con-

'7 Convention on Jurisdiction and the Enforcement of Judgments in Civil and Com-
mercial Matters (signed at Brussels, 27 September 1968).

'8 Paul Jenard, Report on the Convention on the Jurisdiction and the Enforcement of
Judgments in Civil and Commercial Matters (signed at Brussels, 27 September 1968), OJ
C59, 5 March 1979, p. 35.

1% Case 288/82, Duijnstee v. Goderbauer [1983] ECR 3663, para. 22.
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cerning a defense of invalidity, the European Court of Justice held, in GAT
v. LuK,* that even though the issue of validity of a patent was not raised
by way of an action but as a defense, the rule of the exclusive jurisdiction
provided in Article 16(4) of the Brussels Convention applies. ?' In
opposition to this decision, Article 2:401 of the Second Preliminary Draft
of Principles for Conflict of Laws in Intellectual Property,* prepared by
CLIP (European Max Planck Group on Conflict of Laws in Intellectual
Property) (hereinafter referred to as “the CLIP Principles”) in 2009,
provides, while recognizing the exclusive jurisdiction of courts of the
country of registration over disputes having as their object a judgment on
the registration or validity of a patent or any other IP right protected on the
basis of registration in Paragraph 1, that “Paragraph 1 does not apply
where validity or registration arises in a context other than by principal
claim or counterclaim. The decisions resulting from such disputes do not
affect the validity or registration of those rights as against third parties.”
On the other hand, American Law Institute’s Intellectual Property: Prin-
ciples Governing Jurisdiction, Choice of Law, and Judgments in Trans-
national Disputes (hereinafter referred to as “the ALI Principles”) in 2008,
eases the exclusive jurisdiction over actions concerned with the validity of
rights. § 213(2) and (3), while making it a rule that an action to obtain a
declaration of the invalidity of a registered right may be brought only in the
state of registration, make an exception for an action to declare the invalidity
of the rights registered in two or more states, and provides as follows:
(2) Except as provided in subsection (3), an action to obtain a declaration of the invalidity of a

registered right may be brought only in the State of registration. (3) An action to declare the
invalidity of the right in two or more States may be brought in the State or States in which the

2 Case C-4/03, GAT v. LuK [2006] ECR 1-6509.

2l Under the influence of this case, Article 22(4) of the Lugano Convention, which
had been the same as Article 16(4) of the Brussels Convention, was amended as follows:

The following courts shall have exclusive jurisdiction, regardless of domicile:

4 in proceedings concerned with the registration or validity of patents, trade marks,
designs, or other similar rights required to be deposited or registered, irrespective of
whether the issue is raised by way of an action or as a defence, the court of the State
bound by this Convention in which the deposit or registration has been applied for, has
taken place or is, under the terms of a Community instrument or an international con-
vention, deemed to have taken place.

Without prejudice to the jurisdiction of the European Patent Office under the Con-
vention on the grant of European patents, signed at Munich on 5 October 1973, the courts
of each State bound by this Convention shall have exclusive jurisdiction, regardless of
domicile, in proceedings concerned with the registration or validity of any European
patent granted for that State irrespective of whether the issue is raised by way of an
action or as a defence.

2 <www.cl-ip.eu>.
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defendant is resident, but the judgment will be effective only to resolve the dispute between
oramong the parties to the action.

This rule is explained as a compromise between the reluctance to examine the
acts of foreign public authorities and efficiency gains.

4. International Jurisdiction over Actions Concerning the Validity or
Existence of IP Rights

a) Actions Concerning the Validity of IP Rights

As shown above, both in Japan and internationally there is a strong school
of thought that the courts of the country of registration have exclusive
jurisdiction over actions concerning the validity of IP rights that arise by
registration. As a result, even if a Japanese court were to reject this
thinking and render a judgment concerning the validity of an IP right regis-
tered in a foreign country, there is little possibility that this judgment
would be recognized in other countries. Nevertheless, our study group is of
the opinion that there are cases in which Japanese courts should have inter-
national jurisdiction over actions concerning the validity of foreign IP
rights for two reasons discussed below. I mention here that the Trans-
parency Proposal does not provide for exclusive jurisdiction in the country
of registration for IP right infringement lawsuits, and recognizes that the
validity of a foreign IP right can be decided where it is raised as an inci-
dental issue in an action pertaining to a foreign IP right.

The first reason is that rejecting the exclusive jurisdiction of the country
of registration would contribute to adequate dispute resolution. When the
only substantive issue in a dispute involving an IP right is its validity, a
ruling on validity will be the best solution to the dispute. The rule of ex-
clusive jurisdiction thus impedes definite resolution of the dispute between
the parties, because a defendant in an infringement action brought in a
country other than the country of registration is not able to counterclaim
concerning validity, and jurisdiction by a choice-of-court agreement would
also not be permitted under the rule of exclusive jurisdiction. Further, the
rule likely also precludes the parties to the dispute from referring the valid-
ity of the right to arbitration. Even if a judgment by a court of a country
other than the country of registration is not recognized in other countries, it
is possible that the parties will voluntarily comply with the judgment,
particularly in the case of jurisdiction by a choice-of-court agreement or
agreed arbitration. Accordingly, actions concerning the validity of an IP

» The American Law Institute, Intellectual Property: Principles Governing Juris-
diction, Choice of Law, and Judgments in Transnational Disputes (2008), § 213, com-
ment c.
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right registered in a foreign country should be allowed to be brought in
Japanese courts in some cases.

The following problem might be raised in response. Adopting a rule
negating exclusive jurisdiction in the country of registration will result in
cases in which foreign courts have jurisdiction over actions concerning the
validity of Japanese IP rights. This will result in the possibility that per-
sons faced with allegations that they are violating a Japanese IP right will
adopt a strategy of delaying dispute settlement by bringing actions con-
cerning the validity of this right in foreign courts where legal proceedings
are slow. If this strategy were to succeed, it would impair the effectiveness
of Japanese IP right protection.

However, the success of such a strategy would hinge on the effect that
an action in a foreign court would have upon the right holder bringing an
infringement action in a Japanese court. The Transparency Proposal ad-
dresses this problem of concurrent international litigations in Article 201
as follows:

In cases where a suit is pending in a court in a foreign country and is based on the same
cause of action as or the cause of action related to that in a lawsuit in front of the Japa-
nese court, when the primary obligation should be or should have been performed in that
foreign country, or the primary facts occurred or should occur in that foreign country, in
the absence of special circumstances, the claim shall be dismissed.

In the above case, the “primary facts” occurred or should occur in Japan.
Thus the right holder would not be foreclosed from filing an infringement
action in Japanese court. The suspected infringer’s strategy would not suc-
ceed.

There could be cases where a foreign court has international jurisdiction
over actions concerning the validity of Japanese IP rights and invalidates
those rights. But the Transparency Proposal provides, as a requirement of
the recognition and enforcement of a foreign judgment, that “[t]he content
of the judgment and the court proceedings are not contrary to the public
policy in Japan” in Article 402(3), and it is understood that non-application
of absolutely mandatory statutes, the inconsistency of the rights situation
with the country of registration, or the non-guaranteeing of an opportunity
to pursue a claim about the validity and scope of rights may be contrary to
public policy.

The second reason is that the bases for recognizing the exclusive juris-
diction of the country of registration over actions concerning the validity
of a right are not necessarily firm. One of the bases given is that the coun-
try of registration can best judge the validity of a right. Although correct in
itself, this alone cannot justify exclusive jurisdiction that would, for exam-
ple, preclude the international jurisdiction of the court of the country
where the defendant is domiciled. This would also prevent the validity of a
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right from being raised as an incidental issue, including as a defense to an
infringement suit.

Another basis given for exclusive jurisdiction is that an IP right arises
from registration, which is an administrative disposition, giving it an
aspect of the act of state. In other words, it would be improper for the court
of one country to judge the validity of a state action of another country.
Certainly, a judgment invalidating an foreign IP right that is effective
against third parties would likely be considered interference with the
national sovereignty of this foreign country. However, where such a
judgment is only effective between and among the parties to the action, the
problem of interference with national sovereignty does not arise. As seen
in the above-described Sango Suna decision®’, the understanding that the
validity of a foreign IP right may be judged when asserted as a defense in
an infringement suit is based on this very fact that the decision is only
effective between the parties to the lawsuit. If the defense of invalidity is
allowed in this way in an action for infringement of a foreign IP right, then
in the same way, a judgment invalidating a foreign IP right that is effective
only between the parties to the lawsuit should also be allowed.

As stated above, § 213(2) and (3) of the ALI Principles provide that
where a right has been registered in multiple countries, an action seeking a
declaration of invalidity of a registered right may be brought in the country
where the defendant resides. The ALI Principles and the Transparency
Proposal are in agreement on this point of departure from the rule of
exclusive jurisdiction of the country of registration. However, the
prerequisites set by the ALI Principles — multiplicity of rights and suit in
defendant’s country of residence — are not relevant to the question of
whether such an action may be filed in a country other than the country of
registration. Therefore, this Transparency Proposal does not provide such
prerequisites.

b) Actions Concerning the Existence of IP Rights

An action concerning the “existence” of an IP right, as set forth in Article
103(1) and (2), refers to an action for a declaration of the existence of a
copyright or other IP right that does not require registration to be
established. An action pertaining to such an IP right does not require that
any country have exclusive jurisdiction. The inclusion in Paragraph 1 of
the term “existence” is instead to allow a lawsuit for a declaration of the
existence of a copyright or other such right to be filed in the courts of the
country that granted the right. The courts of the country that granted the
copyright or other such right can best decide whether such a right exists. It

* Supra note 2.
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follows that the international jurisdiction of Japanese courts should be
recognized for actions disputing the existence of a copyright or other such
rights that were granted under Japanese law, even where there is no other
basis for the international jurisdiction of the Japanese courts.”

In the Tsuburaya Production case™, a claim for a declaration that the
appellee on final appeal did not hold a copyright over the work in question,
the Supreme Court affirmed the international jurisdiction of Japanese
courts, stating “the property that is the purpose of the claim exists in Japan,
and therefore it is clear that the venue of the place of the assets, as
provided for in Japan’s Code of Civil Procedure (Art. 5(4);*’ former Code
of Civil Procedure, Art. 8), is in Japan.” The issue argued in this case was
not whether a copyright over the work in question exited in Japan, but
whether the appellee on final appeal owned an existent copyright. That is,
in this case, the issue was not the existence of a copyright, but the
ownership of a copyright. However, Article 103 treats actions concerning
the existence of IP rights and actions concerning the ownership equally, so
Japanese courts have international jurisdiction over actions seeking to hold
that the opposite party doesn’t own a copyright in Japan, according to
Paragraph 1.

5. International Jurisdiction over Actions Concerning the Registration or
Ownership of IP Rights

a) Actions Concerning the Registration of IP Rights

The Transparency Proposal also rejects exclusive jurisdiction in the
country of registration for actions concerning the registration of IP rights.
With the exception of registration that establishes a right, as in the case of
IP rights that are created by registration, the registration of IP rights is
generally conducted for the purpose of publication, and is only conducted
based on the substantive rights, and therefore has only a weak relationship

» The existence of Japanese copyright and other such rights is often disputed in cases
where a dispute has arisen between the parties concerning matters such as infringement
and there is jurisdiction in Japan on a basis such as that of the place where the tort was
committed. In such a case, the joinder jurisdiction of Japan is recognized for an action
seeking a declaration of the existence of the copyright or other right. Therefore, as a
practical matter, there would probably not be much of a difference if “existence” were
not included in Article 103 (1) of the Transparency Proposal.

% Supreme Court, 8 June 2001, Minshii Vol. 55 No. 4, p.727.

" Article 5(4) of the Code of Civil Procedure provides as follows: “An action on a
property right against a person who has no domicile (in the case of a juridical person,
business office or other office; hereinafter the same shall apply in this item) in Japan or
whose domicile is unknown” can be filed in the court with jurisdiction over “[t]he
location of the subject matter of the claim or security thereof or of any seizable property
of the defendant.”
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with the state. For that reason, a court of a country other than the country
of registration would not likely be considered to have interfered with the
national sovereignty of the country of registration by rendering a judgment
in an action concerning the registration. Even if it would be difficult to say
that there is no intervention in national sovereignty, it is clear that it would
be to a much lower degree than in the case of an action concerning the
validity of a right. As introduced above, the Card Reader case™ decided on
the merits a claim for the registration of an assignment of a United States
patent, and the Fujika Trademark case® decided, on the merits, a demand
for procedures to register the cancellation of a previously registered trans-
fer of a Jordanian trademark. It is likely that international jurisdiction was
not questioned in these decisions because the courts considered the above
points.

Therefore, even if registration in accordance with a judgment requires
some procedure in the country of registration, there should be no need for
exclusive jurisdiction in the country of registration. In response, an oppo-
sing view could be that there should be exclusive registration in the coun-
try of registration because even if international jurisdiction over actions
concerning the registration of IP rights were affirmed, some procedure
would have been taken in the country of registration to recognize the judg-
ment or other measures in order to conduct a registration in accordance
with the judgment, and this would be a roundabout way of doing things.*
However, if one considers the nature of the registration of IP rights as
described above, it is reasonable to expect the registration agency in the
country of registration to conduct a registration based on the judgment of
the Japanese court, without requiring the country to recognize the judg-
ment or take some other such procedure.

b) Actions Concerning the Ownership of IP Rights

The Japanese Patent Act provides that a transfer of a patent right shall not
be effective unless it is registered (Patent Act Art. 98(1)(i)). In this way,
there are cases in which ownership of an IP right is linked to registration.
In other cases, there is no reason to require that the country of registration
that grants the right have exclusive jurisdiction over actions concerning the
ownership of an IP right. On the other hand, the question of who owns an
Japanese IP right has great effect on the exploitation in Japan of an IP

2 Supra note 12.

» Supra note 14.

* This thinking is given as a reason for the following statement in the report of the
International Jurisdiction Study Group: “[T]he exclusive jurisdiction of Japanese courts
shall be recognized in actions concerning a registry or registration, when the registry or a
place where registration should occur is in Japan”.
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right, so an action concerning this issue should be allowed to be brought in
Japan. For the above reason, the Transparency Proposal affirms the inter-
national jurisdiction of the Japanese courts over actions concerning the
ownership of Japanese IP rights, even where there is no other basis for
international jurisdiction of Japanese courts.

III. International Jurisdiction over Actions Concerning
Intellectual Property Contracts

1. General Remarks

Article 104 provides for international jurisdiction over actions concerning
contracts related to IP rights.>’ Where the object of the contract is an IP
right granted under Japanese law, the jurisdiction of Japanese courts
should be affirmed. Contracts related to IP rights include contracts on the
transfer of rights, license contracts, and so on. The main focus of this
Article is the license contract. Meanwhile, Article 103 of the Transparency
Proposal confers international jurisdiction upon Japanese courts in disputes
which have as their object registration or ownership of Japanese IP rights.

2. The Current State of Japanese Law

There are no cases in Japan in which international jurisdiction for actions
concerning IP right contracts has been disputed, and there has been almost
no debate on this issue.

Article 5(1) of the Code of Civil Procedure provides that actions on
property rights are to be brought in the court having jurisdiction over the
place of performance of the obligation. There is an influential view among
commentators concerning international jurisdiction that jurisdiction based
on the place of performance of the obligation is recognized only for con-
tract actions.”

The report of the International Jurisdiction Study Group states as follows
about jurisdiction based on place of performance of the obligation:

1. Japanese courts shall have international jurisdiction over actions involving claims
related to contracts:

i. When the contract unambiguously provides for the place of performance, and that
place of performance is in Japan; or

31 See Article 104 of the Transparency Proposal, Annex 11 infi-a.

2 See Satoshi Watanabe/Mari Nagata, Gimu rikchi no kankatsuken [Jurisdiction
Based on Place of Performance of the Obligation], in: Akira Takakuwa/Masato Dogauchi
(eds.), Kokusai minji soshohé (Zaisanhé kankei) [International Civil Procedure Law
(Related to Property Law)] (Seirin Shoin, 2002), p. 74.
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ii. When the place of performance is in Japan according to the governing law un-
ambiguously chosen in the contract.
2. Where international jurisdiction is recognized, under the rule in 1 above, for an action
involving the primary obligation in a contract, the international jurisdiction of Japanese
courts shall also be recognized for actions involving claims for damages for failure to
perform that obligation.”

3. International Situation

In many foreign countries, international jurisdiction over actions concer-
ning contracts is affirmed in courts in the place of performance of the obli-
gation. Article 5(1)(a) of the Brussels I Regulation also provides that “[a]
person domiciled in a Member State may, in another Member State, be
sued ... in matters relating to a contract, in the courts for the place of per-
formance of the obligation in question.”

Article 2:201 of the CLIP Principles has the same provision. And,
concerning contracts having as their main object the transfer or license of
an IP right, the state where the obligation in question is to be performed is
provided to be in principle the state for which the license is granted or the
right is transferred. Also, § 205 of the ALI Principles provides that a
person may be sued in a State with respect to any claim alleging the breach
of an agreement transferring or licensing IP rights for exploitation in that
State.

4. International Jurisdiction over Actions Concerning Contracts Relating
to IP Rights in the Transparency Proposal

The general trend in Japan and foreign countries for actions concerning
contracts is to affirm international jurisdiction in the courts of the place of
performance of the obligation. However, it is unclear how the place of per-
formance of the obligation is to be determined for jurisdictional purposes.
On this point, the above report of the International Jurisdiction Study
Group has attempted to protect foreseeability for the parties by limiting

* The Interim Draft provides:

1) Actions related with performance of contractual obligations can be brought before
Japanese courts if:

a) the place of performance of the obligation is in Japan; or

b) the applicable law which was chosen by the parties provides that the place of
performance of obligation shall be in Japan.

2) Actions related with negotiorum gestio, unjust enrichment or damages which arise
because of non-performance of contractual obligations or other action related with claims
which are concerned with contractual obligations (except actions covered by paragraph 1
above), can be brought before Japanese courts if actions related with performance of such
obligations can be brought before Japanese courts according to the rules a) and b) of the
preceding paragraph.
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this to situations where the contract unambiguously provides for the place
of performance of the obligation, or where the place of performance is
determined in accordance with the applicable law that is unambiguously
chosen in the contract.

Our study group also thought that the place of performance of the obli-
gation must be clearly determined in order to ensure foreseeability for the
parties. We decided that the place of performance of the obligation should
be the country of registration or the country that grants the right, for the
following reason. License contracts for IP rights include an obligation of
the licensor to not seek an injunction or damages for the exploitation of the
IP right by the licensee, so it is clear that the place of performance of this
main obligation is the country of registration or the country that grants the
right. Concerning contracts on transfer, this point is clearer. For that
reason, an action concerning contracts for Japanese IP rights in Japanese
courts would not conflict with the need for foreseeability for the parties. In
addition, a contract for Japanese IP rights concerns the exploitation of the
IP rights in Japan, so it is appropriate for an action concerning such a
contract to be brought in a Japanese court.

Where the place of performance of the obligation is unambiguously pro-
vided (for example, in a license contract, the place to pay royalties is
unambiguously provided), it could be said that affirming international
jurisdiction in a court in that place doesn’t injure the foreseeability for the
parties. It could therefore be thought that international jurisdiction is
affirmed also in courts in the place unambiguously provided for. However,
our study group rejected this thought because the country of registration or
the country that grants the right is clearly the place of performance of the
main obligation, and if suing in a court of another country is desired, a
choice-of-court agreement can be made between parties.

Where a contract covers the IP rights of multiple countries including
Japan, actions that could be brought in Japanese court under this Article
are limited to a portion of the contract related to Japanese IP rights. Article
2:201(2) of the CLIP Principles and § 205 of ALI Principles are the same
on this point. However, if in such a contract the portion related to Japanese
IP rights are the main part, because “the primary obligation was to be
performed in Japan”(Art. 110(1) of the Transparency Proposal), the inter-
national jurisdiction of Japanese courts is affirmed over claims involving
the portion related to IP rights of another country, through “objective
joinder” jurisdiction.
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IV. International Jurisdiction and IP Infringement Claims

1. Status Quo

In order to establish the rules of the international jurisdiction over the
claims on the infringement of intellectual property rights, two questions
should be answered. The one is if the infringement of intellectual property
rights granted by a foreign country should exclusively fall under the juris-
diction of that country, or if such exclusive nature of the jurisdiction
should be rejected. The other is if special rules of international jurisdiction
for the infringement of intellectual property rights should be established,
or if general jurisdictional rules on tort should be applied to the infringe-
ment of intellectual property rights.

The English court has been negatively answering the first question®* and
refused to exercise its jurisdiction over foreign intellectual property rights,
without differentiating such intellectual property rights that can be estab-
lished without registration® and those that need registration.* However,
the English court has recently relaxed its negative stance as far as the
infringement of copyright is concerned, due to the lack of registration to
establish copyrights, and affirmed its jurisdiction over a claim on the
infringement of a U.S. copyright.”’

In the context of U.S. law, claims on patents and copyrights are exclu-
sively subject to the subject matter jurisdiction of the federal courts (Judi-
ciary and Judicial Procedure, 28 USC § 1338(a)38). However, since this
provision applies only to U.S. patents and copyrights, other provisions
must be examined for the infringement of foreign intellectual property
rights to be subject to the jurisdiction of the U.S. federal courts.”” Ameri-
can courts have refused to extend the scope of Judiciary and Judicial Pro-

* Potter v. Broken Hill Pty. Co Ltd., [1906] 3CLR 479. See also Plastus Kreativ AB
v. Minnesota Mining and Manufacturing Co., [1995] RPC 438.

3 Tyburn Production Ltd. v. Conan Doyle, [1991] Ch 75.

% Coin Controls Ltd. v. Suzo International (UK) Ltd., [1999] Ch 33.

1 Lucasfilm Ltd. v. Andrew Ainsworth, [2008] EWHC 1878 (Ch). Also, see Pearce v.
Ove Arup Partnership Ltd., [2000] Ch 403; R Griggs Group Limited v. Evans, [2004]
EWHC 1088 (Ch); Satyam Computer Services Ltd. v. Upaid Systems Ltd., [2008] EWHC
31 (Com).

¥ § 1338 Patents, plant variety protection, copyrights, mask works, designs, trade-
marks, and unfair competition (a) The district courts shall have original jurisdiction of
any civil action arising under any Act of Congress relating to patents, plant variety
protection, copyrights and trademarks. Such jurisdiction shall be exclusive of the courts
of the states in patent, plant variety protection, and copyright cases.

3% This has been declared in Armstrong v. Virgin Records, Ltd., 91 F. Supp. 2™ 628
(2000).
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cedure, 28 USC § 1338(b),***! while § 1332(a)* may be a basis for the
federal courts’ jurisdiction.43 § 1367(a)* has been denied as a basis to
exercise the jurisdiction of the federal courts over foreign patents.*

On the other hand, the Japanese Supreme Court has never raised the
issue of the exclusiveness of the jurisdiction in the cases on the infringe-
ment of foreign intellectual property rights.***” Some lower courts did not
question it either.**

4§ 1338, (b) The district courts shall have original jurisdiction of any civil action

asserting a claim of unfair competition when joined with a substantial and related claim
under the copyright, patent, plant variety protection, or trademark laws.

Mars Inc. v. Kabushiki-Kaisha Nippon Conlux, 24 F.3d 1368 (Fed. Cir. 1994).
Also see SRAM Corp. v. SunRace Roots Enter. Co., 390 F. Supp.2d 781 (2005).

2§ 1332 Diversity of citizenship; amount in controversy; costs

(a) The district courts shall have original jurisdiction of all civil actions where the
matter in controversy exceeds the sum or value of § 75,000, exclusive of interest and
costs, and is between—

(1) Citizens of different states;

(2) citizens of a state and citizens or subjects of a foreign state;

(3) citizens of different states and in which citizens or subjects of a foreign state are
additional parties; and

(4) a foreign state, defined in section 1603(a) of this title, as plaintiff and citizens of a
state or of different states.

For the purposes of this section, section 1335, and section 1441, an alien admitted to
the United States for permanent residence shall be deemed a citizen of the state in which
such alien is domiciled.

 Baker-Bauman v. Walk, 2007 U.S. Dist. LEXIS 23080; London Film Prods. Lid. v.
Intercontinental Communications, Inc., 580 F.Supp. 47 (S.D.N.Y. 1984). Cf. Quantitative
Fin. Software v. Infinity Fin. Tech., 47 U.S.P.Q.2d 1764 (S.D.N.Y. 1998).

*§ 1367 Supplemental jurisdiction.

(a) Except as provided in subsections (b) and (c) or as expressly provided otherwise
by federal statute, in any civil action of which the district courts have original juris-
diction, the district courts shall have supplemental jurisdiction over all other claims that
are so related to claims in the action within such original jurisdiction that they form part
of the same case or controversy under Article III of the United States Constitution. Such
supplemental jurisdiction shall include claims that involve the joinder or intervention of
additional parties.

 Mars Inc. v. Kabushiki-Kaisha Nippon Conlux, 24 F.3d 1368 (Fed. Cir. 1994);
Ideal Instruments, Inc. v. Rivard Instruments, Inc., 434 F. Supp.2d 640 (2006); Voda v.
Cordis Corp., 476 F.3rd 887 (2007).

% The Card Reader case, where the U.S. patent was at stake (Supreme Court
decision, 26 September 2002, Minshii Vol. 56, No.7 p. 1551, English translation
available at <www.courts.go.jp/english/judgments/text/2002.9.26-2000.-Ju-.No..580.htm]>
(last visited at 4 October 2009)).

T The Tsuburaya Production case, where a declaratory judgment on the ownership of
Thai copyrights was sought together with other claims. A joinder was admitted by the
Supreme Court (judgment of 8 June 2001, Minshii Vol. 55, No. 4, p. 727, English
translation available at <www.courts.go.jp/english/judgments/text/2001.6.8-2000-O-
No. 929%2C.2000-Ju-No.780.htmI> (last visited 4 October 2009)).
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The Interim Draft for the Legislation on International Jurisdiction of the
International Jurisdiction Legislative Committee of Japan’s Legislative
Council® (hereinafter referred to as “the Interim Draft”), which was pub-
lished in July 2009, takes the same stance, with the following two argu-
ments. First, when a dispute on the infringement of foreign patents has
arisen, if the parties want to proceed in front of a Japanese court, Japanese
court would be a convenient forum for the parties. Second, if the parties
agreed to choose a foreign court as a forum for disputes on Japanese
patents, there is no reason to invalidate such agreement.”’

The situation in Germany seems similar to Japan.’*>* The Brussels I
Regulations Article 22, paragraph 4,°* which stems from Article 16,
paragraph 4, of the Brussels Convention, makes registration and validity
of patents, marks, design, or other similar rights that need submission or
registration exclusively subject to the jurisdiction of the country of
registration. This provision also is understood as not applicable to infringe-

* In the Tetsujin 28 Gou (Ironman No. 28) case on the infringement of a U.S. copy-
right, where Tokyo District Court denied the jurisdiction of a Japanese court without
raising the issue of the exclusiveness of the jurisdiction over a U.S. copyright case.

* In the Sango Suna (Coral Powder) case, where a negative declaratory judgment for
non-existence of injunction claim based on the U.S. Patent Act was sought, Tokyo
District Court affirmed the jurisdiction of Japanese courts (judgment of Tokyo District
Court, 18 November 2002, Hanrei Taimuzu No. 1115, p. 277).

0 Available at <www.moj.go.jp/SHINGI/090710-1-2.pdf> (last visited 31 August
2009). Also see supra note 5.

' The Supplementary Explanation to The Interim Draft for the Legislation on
International Jurisdiction of the International Jurisdiction Legislative Committee of the
Legislative Council in Japan (“the Supplementary Explanation”), p.37, available at
<http://search.e-gov.go.jp/servlet/Public?CLASSNAME=Pcm1030&btnDownload=yes&
hdnSeqno=0000055115> (last visited 30 July 2009).

52 Jens Adolphsen, Europdisches und internationales Zivilverfahrensrecht in Patent-
sachen, (2™ ed., Carl Heymanns, 2009), p. 214 ef seq.

33 German Courts exercised the jurisdiction over foreign marks. E.g., RGZ, 129, 385;
BGH 22, 1.

* Article 22

The following courts shall have exclusive jurisdiction, regardless of domicile:

[...] 4. in proceedings concerned with the registration or validity of patents, trade
marks, designs, or other similar rights required to be deposited or registered, the courts of
the Member State in which the deposit or registration has been applied for, has taken
place or is under the terms of a Community instrument or an international convention
deemed to have taken place.

5 Article 16.

The following courts shall have exclusive jurisdiction, regardless of domicile:

[...] (4) in proceedings concerned with the registration or validity of patents, trade
marks, designs, or other similar rights required to be deposited or registered, the courts of
the Contracting State in which the deposit or registration has been applied for, has taken
place or is under the terms of an international convention deemed to have taken place.
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ment claims.*® Thus, the jurisdiction over the infringement of foreign
intellectual property rights usually is not exclusive.

As for the second question, in most countries general rules of tort juris-
diction are applicable.’” The Interim Draft notes that it will not introduce a
specific provision applicable to the infringement of intellectual property
rights.*®

The ALI Principles,” which were published in 2008, contain a special
provision for the infringement of intellectual property rights, § 204. This
provision primarily focuses on acts of the defendant (paragraph 1). The
jurisdiction of a country may reach the damages occurred in that country,
if defendant’s activities were addressed to that country (paragraph 2). This
provision is explained as the adaptation of the traditional jurisdictional rule
on tort and the jurisdiction of the place of tortuous results, in accordance
with changes and developments of Internet environment.*

The CLIP Principles,®' published in June 2009, contains two provisions
on the infringement of intellectual property rights, i.e., Articles 2:202%% and
2:203.% In the process of drafting these provisions, the following was
taken into consideration. First, while in regular tort cases each factor of a
tort, i.e., act, causation, and damage, should be examined equally, in cases
of intellectual property rights the infringing act should be focused upon,
since other factors have significance only in calculating the amount of
monetary compensation. Second, in cases of the infringement of intel-
lectual property rights due to their territoriality, in contrast to regular tort
cases, it is decisively important where the infringing act was committed.
Hence, jurisdictional rules, which focus on the factor of act, are appro-
priate. On the other hand, the infringement of intellectual property rights
can more easily occur in the Internet environment than regular tortuous
acts. Therefore, although the place of tortuous results or the place to which
tortuous activities are addressed is legitimate as a jurisdictional ground, the
expansion of the jurisdiction must be controlled.®*

% Ulrich Magnus/Peter Mankowski, Brussels I Regulation (Sellier, 2007), p. 362 at
para. 65.

5 In the USA, see Almon A. Heath v. A. B. Dick Company, 253 F.2d 30 (1958), at
p- 34; Ortman v. Stanray, 371 F.2d 154 (1971), at p. 159. For German law, see, for
example, Haimo Schack, Internationales Zivilverfahrensrecht (4'h ed., C.H. Beck, 2006),
para. 306a.

% Also see the Supplementary Explanation (supra note 51) at p. 37.
The American Law Institute, supra note 23.
® The ALI Principles, § 204 Comment (a) (supra note 23) p. 48.
See <www.cl-ip.eu/> (last visited at 31 August 2009).
See Annex I infra.
See Annex I infra.
See Christian Heinze’s contribution in this volume, supra p. 53 seq.
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The Waseda Project Proposal® proposed jurisdiction in the place where
an intellectual property right is registered or deemed to be registered
(intellectual property rights which can be established with registration) or
the place where the intellectual property is protected (intellectual property
rights which do not need registration to be established) (Art. 8). According
to this project, as for ubiquitous infringements, when an intellectual prop-
erty right is the primary object of the infringement, all claims may be
joined to the claim in the country which granted the intellectual property as
the primary object of the infringement (Art. 11).

2. The Transparency Proposal®

As mentioned above, the Interim Draft takes the position that the juris-
diction rule on tort should apply to claims on the infringement of intellec-
tual property. Article 2-6 of the Interim Draft provides that claims on tort
may be brought in the place where the tort occurred, unless Japan is the
only place of the occurrence of results and the occurrence was usually un-
foreseen. A note is added to this provision that “the place where the tort
occurred” includes both the place of tortuous acts and the place of results
of infringing acts.

This is the stance to be welcomed, since it widens the scope of the
jurisdictional rule, but it is not yet satisfactory because the current provi-
sion of the Interim Draft would not allow courts to take preventive actions
against soon-occurring infringing acts. If no preventive measure could be
taken — for example, in cases where infringing actions via Internet or the
flow of pirate products from an off-shore production site are surely fore-
seen — damages could be huge. This is a specificity of the infringement of
intellectual property rights. We are of the opinion that in such cases pre-
ventive measures should be taken. The Transparency Proposal therefore in-
cludes “the place where results of an intellectual property infringement are
to occur” and “an infringing act is to take place.”

The infringement of intellectual property rights as the ubiquitous in-
fringement requires further considerations. “Ubiquitous infringement”
means concurrent multi-territorial infringements evoked by a single act of
operation. In the era of cloud computing, a server as the central point of
infringement is no longer identifiable. It means that identifying an infring-
ing “act” does not make much sense, and the factor of an “act” is losing its
significance as jurisdictional ground in the context of the Internet. Thus, in
contrast to the CLIP Principles, the Transparency Proposal focuses on the

% <www.globalcoe-waseda-law-commerce.org/activity/pdf/19/21.pdf> (last visited,

28 March 2010).
% See Article 105 of the Transparency Proposal, Annex II infra.
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factor of results. On the other hand, since the place of the occurrence of
results can be largely expanded to many countries through the Internet, the
jurisdiction must be concentrated in a limited number of countries. There-
fore, the Transparency Proposal focuses on the country where results are or
to be maximized. Such a country is usually foreseeable to persons who
allegedly infringe or have infringed the intellectual property in question.
Therefore, different from the Interim Draft, this provision of the Trans-
parency Proposal does not contain any exception just to cope with the
foreseeability of concerned parties.

Focusing on results needs further attention in cases of the ubiquitous in-
fringement of copyrights, since the length of the protection period of copy-
right differs from country to country. Suppose that “The Little Prince,”
which is still under the protection of copyright in France, is uploaded on a
website run by a Japanese in Japan. If this website in written only in Japa-
nese and a Japanese translation of the work is uploaded, the website targets
only Japan and hence Japan would be the place “where the results are or to
be maximized” according to the Transparency Proposal. But since the
copyright protection of the work has expired,” to proof the violation of
right would be impossible. Thus the jurisdiction in Japan should be denied.
If, on the other hand, the website is written in French, could the copyright
holder of the work bring a suit for injunction in front of a Japanese court?
The answer is no, since in this case the website targets France and/or
francophone countries and the place “where the results are or to be maxi-
mized” should be France and/or francophone countries. In order for the
copyright holder to bring a suit in Japan, he/she should apply the general
jurisdictions based on the residence or the principal place of business of
the website creator.

The jurisdiction over infringement claims provided for in the Trans-
parency Proposal covers only the intellectual property rights granted by the
forum state. Intellectual property rights granted by other countries do not
fall under the jurisdiction. However, Article 110 of the Transparency Pro-
posal allows Japanese courts to consolidate claims by a joinder, if the
primary obligations should be or should have been performed in Japan, or
the primary facts occurred or should occur in Japan.®® If the joinder of
claims would be allowed, even though these conditions are not satisfied,
the exercise of such a joinder would be taken as exorbitant by courts in
other countries and the judgment rendered based on the joinder could not
be recognized in these countries. Similarly, jurisdiction over infringement

" In Japan, copyright is in principle protected 50 years after the death of the author
(Article 51(2), of the Japanese Copyright Act).

% See Article 110 of the Transparency Proposal and analysis in part VII of this
article.
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claims pursuant to Article 105 should be limited only to the damage sus-
tained in the forum country. This Transparency Proposal takes the view
that the plaintiff could also bring a suit for the compensation of damages
sustained in several countries as a result of multi-state infringement. How-
ever, under this Transparency Proposal only courts of the defendant’s
domicile (Art. 101 and 102) are competent to decide such claims.

V. Choice-of-Court Agreements

1. General Remarks

Choice-of-court agreements are becoming increasingly used in international
commercial transactions. Together with choice-of-law clauses, choice-of-
court agreements are often included in international contracts related to
transfer of rights to use intellectual property assets. Choice-of-court clauses
are also often included in online contracts. However, there is much legal
uncertainty related to the validity and enforceability of choice-of-forum
clauses as well as the scope of what legal disputes can be submitted by the
parties to a specific court. The Transparency Proposal takes a business-
oriented approach which aims to facilitate the enforceability of choice-of-
court clauses related to cross-border intellectual property disputes.

2. Choice-of-Court Agreements in Japan

Article 11 of the Code of Civil Procedure deals with domestic choice-of-
court agreements. In Japan, choice-of-court agreements are usually consid-
ered to be a method for settlement of contractual disputes arising from pre-
existing legal relationships. Choice-of-court agreements can be made in the
proceedings at the court of first instance (Art. 11(1) Code of Civil Pro-
cedure), which in practice means that Japanese courts would enforce
choice-of-court agreements made before the date of the oral arguments.
The parties’ choice-of-court agreement, however, cannot override exclu-
sive jurisdiction provisions.

In order to assure the protection of the interests of the parties and legal
certainty, choice-of-court agreements must be made in writing (Art. 11(2)
Code of Civil Procedure). The written form requirement is also satisfied if
the choice-of-court agreement is concluded by electronic means (Art. 11(3)
Code of Civil Procedure). If a choice-of-court clause is a part of a larger
contract, the nullity of a contract does not render the choice-of-court clause
invalid (“separability doctrine”).®® According to the established case law,

% Cf. T. Mitani, Minji soshé hé kégi [Lectures on Civil Procedure Law] (Seibundd,
2005), p. 42.



Jurisdiction in Intellectual Property Cases 101

choice-of-court agreements do not necessarily have to be in one document
(e.g., offer and acceptance),” nor do the documents have to be signed by
the parties, especially if this is an established commercial practice in a
certain trade area. In addition to this, the written form requirement has
been interpreted as obliging the parties to clearly specify the substance of
the disputes which should fall under the ambit of the choice-of-court
agreement and indicate the court which should decide the dispute.”’
However, parties can only choose courts which are functionally competent
to hear the dispute referred. Japanese law also allows prorogation and
derogation, which means that parties can either designate a specific court
or exclude some courts from hearing the dispute.’” If the parties have
designated a court for the settlement of the dispute but did not specify
whether such designated court has exclusive jurisdiction, the prevailing
opinion is that such agreements are deemed to confer exclusive jurisdiction
upon the designated court.”

Under Japanese law, choice-of-court agreements which are included in
B2C contracts have been interpreted for the benefit of weaker parties who
cannot be deprived of the home court advantage.74 Hence, choice-of-court
agreements that are obviously detrimental to the interests of the defendant
(the weaker party) may not be enforceable.” Similarly, choice-of-court
agreements which prevent the parties from raising any claims with regard
to particular issues might not be enforceable.” More generally, any choice-
of-court agreement must not be contrary to public policy.

Although the Japanese Code of Civil Procedure does not contain any
rules concerning international choice-of-court agreements, such agree-
ments have usually been enforced by Japanese courts.”’ In 1975 the

™ See also Koji Shindd, Shin-minji soshé hé [New Civil Procedure Law] (Kobunda,
2008), p. 111.

' Shindd (supra note 70) p. 111. Seiichi Tanaka, Kokusai gbi kankatsu jyokd ni kan
suru oboegaki [Notes Concerning International Choice-of-Court Clauses], in Gendai
keiyaku ho no tenkai [Development of Current Contract Law] (2000), p. 465.

72 Shindd (supra note 70) p. 110-111.

Mitani (supra note 69) p. 40.
See, e.g., Shind6 (supra note 70) p. 110-111.
Tanaka (supra note 71) p. 464.

% Ibid. p. 464.

7 See, e.g., Osaka District Court, judgment, 23 March 1986, Hanrei Jihé No. 1200,
p. 97, abbreviated English translation available at <http://tomeika.jp/search/content.
php?did=1521>; Tokyo District Court, judgment, 28 February 1994, Hanrei Taimuzu
No. 876, p. 268, abbreviated English translation available at <http://tomeika.jp/search/
content.php?did=1096> (declining jurisdiction on the grounds that parties have con-
cluded choice-of-court agreement designating courts of California as exclusively
competent); Kobe District Court, judgment, 10 November 1997, Hanrei Taimuzu
No. 981, p. 191, abbreviated English translation available at <http://tomeika.jp/search/
content.php?did=1537>; Tokyo High Court, judgment, 28 November 2000, Hanrei Jiho
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Supreme Court of Japan handed down the landmark judgment in the
Chisadane case and upheld the validity of an exclusive choice-of-court
agreement.” In this case, a dispute arose regarding damage to crude sugar
which occurred during its transport from Brazil to Osaka. The question
was whether a choice-of-forum clause included in a bill of lading was
enforceable or not. By and large, the Supreme Court followed the estab-
lished practice under Article 11 of the Code of Civil Procedure and held
that it is sufficient if the parties specify a country where the dispute is to
be resolved. The choice-of-court agreement must be in writing, although
the parties are not obliged to sign the agreement as long as its content is
drafted sufficiently clearly. International choice-of-forum agreements are
valid if they are not contrary to public policy, do not fall under the ex-
clusive jurisdiction of Japan and the designated forum accepts jurisdiction
over the case. In cases where parties refer to a particular court but do not
specify whether the designated court has exclusive jurisdiction, such a
choice-of-court clause is deemed to confer exclusive jurisdiction upon the
chosen court. The Court also stated that the reciprocity requirement which
is one of the conditions for recognizing foreign judgments is not a
necessary condition in determining the validity of a choice-of-court agree-
ment.

The decision of the Supreme Court inspired many discussions in acade-
mia, especially with regard to the law applicable to the validity and effects
of choice-of-court agreements. While some authors argue that the validity
of a choice-of-court agreement should be determined under the law appli-
cable to the whole contract, it seems that the prevailing opinion now is to
apply the law of the forum (lex fori).”

No. 1743, p. 137, abbreviated English translation available at <www.tomeika.jur.kyushu-
u.ac.jp/procedure/E-label/LA1-H12.11.28.pdf> (where the exclusive choice-of-court
clause in employment contract was upheld); Tokyo District Court, judgment, 26 Sep-
tember 2003, Hanrei Taimuzu No. 1153, p. 268, abbreviated English translation available
at <www.tomeika.jur.kyushu-u.ac.jp/procedure/E-label/LA1-H15.09.26HT.pdf> (where
the Tokyo district court enforced parties’ exclusive choice of a Hawaiian court
agreement). Although legal scholars were not unanimous as to whether the legal
requirements applied to domestic choice-of-court agreements could be transposed to
international choice-of-court agreements, see, e.g., Eiji Adachi, Géi, dso, hanso oyobi
heigd ni yoru kokusai saiban kankatsukan [International Jurisdiction Pertaining to Choice
of Courts, Appearance, Counterclaims and Joinder or Claims], in: Kokusai shihé nenpé
[Japanese Annual of Private International Law] (2008), p. 79.

8 Supreme Court, judgment, 28 November 1975, Minshii Vol. 29, No. 10, p. 1554,
abbreviated English translation available at <www.tomeika.jur.kyushu-u.ac.jp/procedure/
E-label/LA1-S50.11.28.pdf>.

" See, e.g., Adachi (supra note 77) pp. 79-80.
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The Interim Draft in principle follows the existing domestic law
regarding choice-of-court agreements.” The parties are not allowed to
contract out of exclusive jurisdiction (Art. 13 of the Code of Civil Pro-
cedure). The choice-of-court agreement shall be deemed invalid when a
designated foreign court cannot exercise jurisdiction over the case. Choice-
of-court agreements are null and void if they are obviously contrary to
public policy. Finally, parties cannot make choice-of-court agreements
concerning matters related to registration or entries in public registries.
According to Article 2-8 of the Interim Draft, claims related to registration
and entries in public registries also cover matters related to the registration
of intellectual property rights. Claims related to existence and validity of
registered intellectual property rights fall under the exclusive jurisdiction
of Japanese courts when the intellectual property rights concerned are
registered in Japan (Art. 4-2 of the Interim Draft).

In cases where the validity or effects of a registered intellectual property
right arises as a preliminary question raised as a counter-defense by the
defendant, the Explanatory Report indicates that the possibility of an inva-
lidity defense depends on the applicable law (e.g., the question of whether
the invalidity of an American patent can be challenged in the proceedings
concerning the infringement of the American patent shall be decided pur-
suant to the applicable American patent law).*! This issue is treated as a
problem of parallel proceedings, which means that a court may decide
whether there is a need to suspend the proceedings until the question of
registration or the validity of the intellectual property right concerned is
resolved. The same reasoning should also apply with regard to disputes
pending at courts chosen by the parties.

3. Foreign Law

a) The 2005 Hague Choice of Court Convention

After prolonged negotiations to adopt a global judgments convention, the
Convention on Choice of Court Agreements (hereinafter referred to as “the

% Article 3-1 of the Interim Draft provides:

1. In the course of first instance proceedings, the parties may agree that claims shall
be made before a court of Japan or another country. However, this rule shall not apply
when a foreign court designated in an exclusive choice of court agreement declines
jurisdiction over the case.

2. Agreements referred to in paragraph 1 above (hereinafter “choice of court
agreements”) shall be based on fixed legal relationships and are invalid unless concluded
in writing.

3. Choice of court agreements saved in electromagnetic records (concluded by means
of electronic computing engines which serve for the processing of data) are deemed to be
made in writing.

8! Supplementary Explanation (supra note 51) p. 38.
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Hague Choice of Court Convention”) was signed on 30 June 2005.
Similarly to the 1958 New York Convention on Recognition and Enforce-
ment of Foreign Arbitral Awards, the Hague Choice of Court Convention
aims to create a comprehensive legal framework that ensures the effec-
tiveness of exclusive choice-of-court agreements. Pursuant to Article 3 of
the Convention, “exclusive choice-of-court agreements” are agreements
concluded in writing or any other alternative means which designate one or
more courts of a contracting state to decide disputes that have arisen or
may arise in connection with a particular legal relationship. Choice-of-
court agreements are deemed to be exclusive unless the parties have
expressly agreed otherwise. Pursuant to Article 5, the court designated in a
choice-of-court agreement shall have jurisdiction over the dispute and shall
not decline jurisdiction on the sole ground that a court of another con-
tracting state is competent to decide the dispute. A judgment given by a
chosen court shall be recognized by the courts of other contracting states
unless certain conditions set out in Article 9 exist.

Cross-border intellectual property matters were one of the major sources
of opposition during the whole Hague negotiation process. The final text of
the Hague Choice of Court Convention excludes a number of matters from
its scope. The Convention shall not be applied inter alia to choice-of-court
agreements pertaining to the validity of intellectual property rights other
than copyrights and related rights (Art. 2(2)(n)) and the infringement of
intellectual property rights other than copyright and related rights, except
where infringement proceedings are brought, or could have been brought
(Art. 2(2)(0)), or for breach of a contract between the parties relating to
such rights. Hence, two issues should be analyzed.

First, the Convention distinguishes between copyrights and related
rights and other (registered) intellectual property rights. Such a distinction
is made mainly on the ground that the existence of copyrights and related
rights does not depend on the registration of such rights; conversely,
patents, designs, and trademarks are created by registering them at the
competent national authorities. Acts of registration are usually considered
to be closely related to the sovereignty of a granting state and depend on
the fulfillment of certain requirements posited in the domestic laws. The
granting of registration, the declaration of the invalidity of a registered
right, and corrections in the registries require the involvement of national
authorities and are made according to prescribed procedural rules. The
Convention exempts choice-of-court agreements pertaining to the registra-
tion and validity of (registered) intellectual property rights in many juris-
dictions fall under the exclusive jurisdiction of the granting country. The
Convention applies to choice-of-court agreements concerning disputes
where the validity of a registered intellectual property right is challenged
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as a defense (e.g., in a dispute for the payment of royalties, where the
licensee raises a claim that the licensed intellectual property right is inva-
1id*?). In such cases, the court can decide upon the validity of the intellec-
tual property right as a preliminary matter, but such a decision would not
be subject to recognition under the Convention.

Second, the Convention does not apply to choice-of-court agreements
which designate a competent court to hear intellectual property infringe-
ment disputes unless such a dispute arises from a pre-existing relationship.
An example of such a pre-existing legal relationship could be a licensing
contract and infringement proceedings related to it. According to the Offi-
cial Commentary, intellectual property “infringement actions are covered,
even if brought in tort, provided they could have been brought in con-
tract.”® On the other hand, copyright-related disputes are fully covered by
the Convention (including infringement disputes and disputes where the
court should decide upon validity, Art. 2(2)(0)).

b) Brussels I Regulation and the CLIP Principles
Article 23(1) of the Brussels I Regulation provides that

if the parties, one or more of whom is domiciled in a Member State, have agreed that a
court or the courts of a Member State are to have jurisdiction to settle any disputes which
have arisen or which may arise in connection with particular legal relationship, that court
or those courts shall have jurisdiction. Such jurisdiction shall be exclusive unless the
parties have agreed otherwise.

This provision applies when at least one of the parties is resident in the
member state; the national law provisions of the forum country are applied
only when neither of the parties have their residence in any of the member
states. The Brussels I Regulation will not apply for purely domestic mat-
ters (e.g., when choice-of-court agreements are made between the parties
who are resident in the same member state and make a choice-of-court
agreement with regard to the court of that member state). The Regulation
would apply, though, when residents of the same member state designate a
court of another member state.

By making choice-of-court agreements, parties can escape from the
application of general and special grounds of jurisdiction, but they cannot
contract out of exclusive jurisdiction (Art. 22(4) of the Regulation). It
means that parties can also agree upon the jurisdiction regarding disputes
related to domestic or foreign intellectual property rights. Nevertheless, in
light of the recent decision of the European Court of Justice (ECJ) in GAT

82 Para. 37, ibid.
8 Para. 39, ibid.
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v. LuK,* the court designated in a choice-of-court agreement which hears a
dispute related to foreign patent rights shall decline jurisdiction if the
validity or existence of a given foreign patent right is challenged. How-
ever, if the court designated in the choice-of-court agreement has exclusive
jurisdiction over the dispute, such a choice-of-forum clause shall be en-
forceable.

The CLIP Principles also uphold broad party autonomy and provide for
some clarifications. Namely, parties are allowed to make a choice-of-court
agreement for their dispute except in matters that fall under exclusive
jurisdiction rules (Art. 2:301(4)). In cases where the invalidity of a regis-
tered intellectual property right has to be decided as a preliminary matter,
the CLIP Principles provide that a court decision upon the validity shall
have only inter partes effects (Art. 2:401(2)).

¢) The ALI Principles

§ 202 of the ALI Principles provides for a detailed set of rules concerning
choice-of-court agreements pertaining to intellectual property. Most of
those provisions are drafted according to the outcomes reached in the
negotiations in the Hague. Parties are also allowed to make a choice-of-
court agreement regarding all disputes; however, the chosen court can hear
the case if it has subject matter jurisdiction over the dispute. Cases whose
object is a declaration that certain registered intellectual property rights are
invalid shall be brought before a court of a registering country. The
novelty of the ALI Principles is that the validity of choice-of-court agree-
ments that are included in standard form agreements is made subject to the
reasonableness criterion (§ 202(4) of the ALI Principles).

4. The Transparency Proposal

Article 107 of the Transparency Proposal® takes this a step further than the
2005 Hague Choice of Court Convention and follows the approach adopted
in the ALI and CLIP Proposals in that it allows the parties to make choice-
of-court agreements with regard to contractual and non-contractual dis-
putes over intellectual property. At the same time, the drafters of the Pro-
posal acknowledge that the possibility of a choice-of-court agreement in an
IP infringement case is less likely. Although Article 107 of the Transpar-
ency Proposal literally resembles the proposed rule on choice-of-court
agreements in the Interim Draft, some further clarifications are necessary.
Under the Transparency Proposal, a designated court can hear all dis-
putes referred to by the parties in a choice-of-court agreement, unless the

8 Case C-4/03, GAT v. LuK, [2006] ECR 1-6509, para. 24.
% See Article 107 of the Transparency Proposal, Annex II infra.
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object of the dispute falls under the exclusive jurisdiction (Art. 103 of the
Transparency Proposal). In cases where a court designated in a choice-of-
court agreement has to decide upon the existence, registration, validity, or
ownership of a foreign intellectual property right as a preliminary matter,
such a decision shall have only inter partes effects. The drafters were also
aware of possible situations where one of the parties to a choice-of-court
agreement might institute proceedings (e.g., for a negative declaratory
judgment) before a court other than the one designated in the choice-of-
court agreement with the aim of hampering the bringing of a suit against it
(so-called “torpedo” claims). In fact, the actual plaintiff would be pre-
empted from filing a suit until the court seized had previously declined
jurisdiction over previously instituted proceedings. Pursuant to Article 201
of the Transparency Proposal, the court second seized, which is also the
designated court, can stay the proceedings until the court first seized
decides on its jurisdiction. At the same time, the court designated in the
choice-of-court agreement may directly contact the court first seized in
order to facilitate the proceedings.

VI. Exceptions Based on Public Interest Policy Considerations

1. Status Quo

In the U.K. and the U.S., the forum non conveniens test has been applied to
intellectual property rights cases in order to refrain from exercising the
jurisdiction, even if the jurisdiction could be affirmed based on the rules of
specific jurisdictions.®® On the other hand, the forum non conveniens is not
accepted in Germany, since it would lead to legal uncertainty.®” The
Brussels I Regulation does not have general exception clause. Under the
scheme of the Brussels I Regulation, cumulative jurisdictions should be
adjusted in the scheme of /is pendens in Section 9 of the Regulation.

In Japan, the case law has developed the so-called “special circum-
stances” test. After the Supreme Court also accepted it,™ this test has
become an integral part of Japanese case law. This influences the ongoing

% For example, Automated Marine Propulsion Systems v. Aalborg Ciserv Inter-
national, 859 F. Supp. 263 (1994); Boosey & Hawkes Music Publishers., Ltd. v. Walt
Disney Co., 934 F. Supp. 119, at 124; Boosey & Hawkes Music Publishers., Ltd. v. Walt
Disney Co., 145 F.3d 481 (1998); Creative Technology v. Aztech Sys. PTE, 61 F.3d 696
(1995); Murray v. BBC, 81 F.3d 287 (1996); Skelton Fibres v. Canas, 96 Civ. 6031
(DLC), 1997 WL 97835, at *4 (S.D.N.Y. Mar. 6, 1997).

87 For example, Schack (supra note 57) at p. 179.

88 Judgment of the Supreme Court, 11 November 1997, Minshii Vol. 51, No. 10,
p. 4055, English translation available at <www.courts.go.jp/english/judgments/text/
1997.11.11-1993-0-No.1660.htmI> (last visited 4 October 2009).
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legislative work.® Hence the Interim Draft adopted the position that the
whole or a part of the claim may be dismissed, taking various factors of the
case into consideration.”

Neither the ALI nor the CLIP Principles contain any general exception
clause that could reverse the results of the application of individual
jurisdiction rules. However, both principles have provisions as a tool to
coordinate several courts, taking various factors into consideration.”’ Since
the Interim Draft is a domestic legislative work, not a set of rules to be
applied world