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1. Introduction

1. Apparently motivated by adesire to benefit the rurd economy in the EC — particularly in
“less favoured or remote” areas' — by increasing the income of farmers and retaining the rural
population in these areas, the EC has established what it believes to be a powerful system for
protecting geographical indications for agricultural products and foodstuffs produced in the EC.
Thisisasystem of protection that, according to the EC itself, bestows significant competitive
and commercial benefits on those persons and products able to qudify for protection: it increases
the prices of qualifying products and increases the income for persons producing and selling
those products.

2. Unfortunately, this substantial benefit to the EC rural economy —and the EC’s
agricultural products and farmers — comes at the expense of non-EC products and persons, which
face substantial barriers to accessing this system of protection; it also comes at the expense of
trademark right-holders, whose trademark rights, guaranteed under the TRIPS Agreement, are
severely curtailed. Consequently, the instrument of this benefit —the EC Gl Regulatior? —is
inconsistent with a number of fundamental obligations of the TRIPS Agreement and the GATT
1994 — including obligations with respect to national treatment, most favored nation treatment
(“MFN”") and trademark rights, among others — as set forth in the first written submission of the
United States.?

3. At this point in the proceeding, the issues have been somewhat narrowed and sharpened,
and this second submission will reflect that fact. Notably, as discussed further below, the EC has
decided not to defend the GI Regulation’ s requirements that third countries adopt the EC Gl
protection system and offer reciprocd protection to EC agricultural products as a condition to
obtaining protection in the EC for its Gls. Apparently conceding that any such requirement is
contrary to national treatment and most favored nation (“MFN”) obligations, the EC has, instead,
denied that these requirements apply to WTO Members. Consequently, the only real issue for the
Panel to decide is whether these requirements do apply to WTO Members.

4. Therefore, this submission will first address, in section 11 below, the fact that these WTO-
inconsistent obligations do apply to WTO Members, and the U.S. concerns — heightened by the
EC’ s response to the Panel questions— that the European Court of Justice (“ECJ’) would, if
presented with this question, so find. This submission will then address, in sections I11 through
VI, the other aspects of the EC GI Regulation —i.e., those agpects that the EC admits apply to
WTO Members — that are inconsistent with the national treatment and MFN obligations of the
EC under the TRIPS Agreement, the Paris Convention, and the GATT 1994. Section VII will
then discuss how, in light of the U.S. arguments and the EC’ s responses, the GI Regulation
denies trademark ownersthe rights that they are required to have under Article 16.1 of the TRIPS

Y Ecal Regulation, second “whereas” clause.

2 I.e., the measure at issue in this dispute: Council Regulation (EEC) No. 2081/92 of July 14, 1992, on the
protection of geographical indications of origin for agricultural products and foodstuffs, asamended, and its related
implementing and enforcement measures. In this submission, as in the first submission, references to particular
provisions of the Gl Regulation are references to Regulation 2081/92 itself, as most recently amended, provided as
Exhibit COMP-1-b.

3 Submitted April 23, 2004 (“U.S. First Written Submission”).
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Agreement to prevent all confusing uses of identical or similar sgns. Section VIII will discuss
the GI Regulation’s falure to make required legal means available to interested parties to prevent
misleading uses with respect to geographical indications, as required by Article 22.2 of the
TRIPS Agreement. Finally, section IX will discussthe EC Gl Regulation’s denia of the
enforcement procedures and remedies required by the TRIPS Agreement.

I1. “Reciprocity” and “Equivalence” Requirements of Article 12(1) of the EC GI
Regulation

5. In this section the United States discusses briefly the reciprocity and equivalence
requirements imposed under Article 12(1) of the EC GI Regulation on all third countries whose
nationals hope to gain access to the EC Gl registration system. Asthe United States explained in
its first written submission,* these conditions are inconsistent with the EC’ s national treatment
and MFN obligations under the TRIPS Agreement, the Paris Convention, and the GATT 1994,
The sections that follow below will separately discuss the other aspects of the EC Gl Regulation
that are inconsistent with these obligations. The reason for this division isthat, unlike other
aspects of the EC Gl Regulation, the EC does not appear to contest that the conditions of
reciprocity and equivalencein Article 12(1)of the Gl Regulation, if imposed on WTO Members,
would be inconsistent with the EC’s national treatment and MFN obligations. Also unlike the
other aspects of the Gl Regulation that are inconsistent with the EC’ s national treatment and
MFN obligations, the EC denies that the Article 12(1) reciprocity and equivalence conditions are
applicable to WTO Members. Therefore, the only open question with respect to these
equivalence and reciprocity requirements appears to be whether the EC Gl Regulation, in fact,
imposes these requirements on WTO Members.> While the United States would be delighted to
find that these requirements are not applicable to WTO Members, we do not see how the EC’s
clamsin this proceeding can be reconciled with the text of the EC measure nor with the EC’s
position prior to this proceeding.

6. Regardless of the Panel’ s findings on thisissue, however, it would assist in the resolution
of this dispute to review and make separate findings on whether, in addition to the Article 12(1)
reciprocity and equivalence conditions, other aspects of the Gl Regulation, detailed further in the

4 U.S. Firgt Written Submission, paras. 33-129.

® The United States has presented substantial information and arguments that the equivalence and
reciprocity conditions that are imposed on all third countries seeking to have their Gls registered and protected in the
EC (or whose nationals seek to object to a Gl registration) are inconsistent with the national treatment and MFN
obligations of the TRIPS Agreement, the Paris Convention, and the GATT 1994. The EC’s only response has been
to deny that the EC G| Regulation imposes any such obligation on WTO Members “because WTO Members have to
protect Gls under the TRIPS Agreement.” First Written Submission of the European Communities, submitted May
25, 2004 (“EC First Written Submission”), para. 116. The EC has presented no information or arguments to rebut
the U.S. argument that such conditions are inconsistent with those Agreements. To the contrary, the EC argues only
that those conditions are inapplicable to WTO Members because of the requirements of the TRIPS Agreement. The
United States recalls that these conditions apply both with respect to the ability to register and protect Gls, and with
respect to the ability to object to the registration of Gls, although the exact text of the GI Regulation is different with
respect to registrations, on the one hand, and objections, on the other. Therefore, separate findings with respect to
each may be appropriate.
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sections that follow, are inconsistent with the national treatment and MFN obligations of the EC
under the TRIPS Agreement, the Paris Convention, and the GATT 1994. Therefore, the United
States will not discuss the substance of the Article 12(1) conditions of reciprocity and
equivalence further in the sections that follow, but simply refers back to its first submission and
its oral statement at the first Panel meeting.

7. Before discussing the inconsistency with national treatment and MFN obligations of other
aspects of the Gl Regulation, however, the United States would like to emphasize that the EC’s
answers to the Panel’ s questions following the first meeting make it even more clear that these
conditions of reciprocity and equivalence are, in fact, imposed on all third countries, including
WTO Members.®

8. Notably, in response to the Pand’ s second question, the EC confirmed that the
registration proceduresin Articles 5 and 6 goply only to geographical areasin the EC, and that
they apply with respect to geographical areas outside the EC only to the extent that there are
“references to specific sections of Article5 and 6" in Articles 12a and 12b (concerning
registration of and objection to third country Gls, respectively).” The only such referencein
Article 12a (third country registration) is to the ability of legal persons referred to in Article 5(1)
and (2) to register aGl “in the case provided for in Article 12(3).” The only “case” provided for
in Article 12(3) is where the Commission determines affirmatively that the equivalence
conditions and guarantees required of third countries under 12(1) are satisfied. Therefore, either
the Commission does make such a determination for WTO Members, in which case Article 12a
applies, or it doesnot make such a determination, in which case there is no procedure for
registration available for products from other WTO Members. Plainly, the absence of any
procedures whatsoever to register and protect Glslocated in the territory of WTO Members
provides even acdearer case of less favorable treatment than imposing conditions of reciprocity
and equivalence. Either way, thereisaviolation of national treatment and MFN obligations.

9. Further, it is significant that the EC avoided the Panel’ s question 20 concerning whether
the Article 12(1) conditions, if applied to WTO Members, would be inconsistent with the TRIPS
Agreement or the GATT 1994.2 If the EC’s position is that these conditions are not inconsistent
with these agreements, then it is simply not possible to read the language “without prejudice to
international agreements’ as exempting WTO Members from the conditionsin Article 12(1). If
it isthe EC’s position that these conditions areinconsistent with the WTO agreements, the EC
should say so.

10.  Other aspects of the EC’ s responses to the Panel’ s questions reinforce the U.S. concerns

® The United States recalls that this reading of the EC Gl Regulation is supported by the text of the
Regulation in light of EC law, and was, in fact, the EC’s consistent reading of this Regulation, up until its first
written submission in this proceeding. See U.S. First Written Submission, paras. 32-129, U.S. Responsesto Panel
Questions, paras. 1-39, U.S. Ora Statement of the United States at the First Substantive Meeting of the Panel (“U.S.
Oral Statement”), paras 7-16, and Australia’s First Written Submission, Responses to Panel Questions.

" EC Responses to Panel Questions, para. 9.
8 EC Responses to Panel Questions, para. 49.
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that, under the EC GI Regulation, the conditions of equivalence and reciprocity apply to WTO
Members, and that the ECJ would so read the Regulation.

11. First, the EC itself admits that its interpretation in this dispute lacks legal force. Indeed,
the Commission goes so far asto state that the Commission’s "intention is not to create new legal
obligationsin public international or in Community law."® The significance of its sSatements,
according to the EC is that they are "public" and "it is not conceivable ... that [the Commission]
would, in the interpretation or application of the Regulation, take a different approach to the one
it has set out before the Panel."*°

12. But the EC’ s argument responds to only part of the concern. Asthe United States has
explained, the Commission's statement does not prevent the Council, the 25 member States or
individuals from contesting the Commission's application of the Regulation, in granting Gl
staus, before the Community courts under Article 230 of the Treaty.™ For thisreason, itis
misleading to assert that "the individual views of the EC Members [sic] States are [not] relevant
for the interpretation of Regulation 2081/92."*2 Under Article 230 of the Treaty, each member
State has aright to challenge any legal act of the Commission. Thiswould include the act of
registering a Gl for a product originating in a"third country" which has not received approval
from the Commission pursuant to Article 12(3) of the Regulation.

13.  The EC refersthe Panel to the ECJjudgment in Petrotub for the proposition that the ECJ
“may take account of statements which the Commission has made on behalf of the European
Community inthe WTO.”*® The Petrotub case is both instructive and worrisome, for two
reasons. Firgt, inthat case, which involved the imposition of antidumping duties on imports—a
measure that is subject to the disciplines of the WTO Anti-Dumping Agreement, the
Commission argued that it was not required under EC antidumping rules to state the reasons for
discarding a particular method of calculaing antidumping duties.** In propounding this
interpretation of the EC antidumping rules, however, the Commission was directly contradicting
an earlier communication to the WTO Anti-Dumping Committee, in which it explained to WTO
Membersthat such explanations would be provided.™

° EC Responses to Panel Questions, para. 30.
0 ec Responses to Panel Questions, para. 31.
Hyus Responses to Panel Questions, para. 14.
2 gc Responses to Panel Questions para. 173.

B EC Response to Panel Questions, para. 38; Case 76/00 P. Petrowub, judgment of 9 January 2003, para.
15 (Exhibit EC-17).

14 Petrotub, para. 47.

15 communication from the EC Commissi on, dated 15 February 1996, G/ADP/W/301. The
communication was a response to question posed by Hong K ong, China (G/ADP/W/95); Japan (G/ADP/W/88);
Korea (G/ADP/W/132); Singapore (G/ADP/W/145); and, Malaysia (G/ADP/W/107). The thrust of these questions
was an apparent inconsistency between Article 2(11) of the EC basic anti-dumping regulation and Article 2.4.2 of the
Anti-Dumping Agreement on the extent of the requirement to state reasons for the failure to apply symmetrical
methods in calculating dumping margins. Japan expressy asked: "Although no explanation is required under
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14. In other words, in the Petrotub case, the Commission took a position before the ECJ that
directly contradicted the Commission’s assurances to WTO Members on the interpretation and
application of EC law. Furthermore, the Commission and Council opposed efforts by the
appellants to have the ECJ rely on these earlier representations, claiming, inter alia, that they
were “irrelevant.”*® This case, therefore, hardly inspires confidence that the Commission will
consider itself bound to interpretations presented to WTO Members.

15.  Second, although in the Petrotub case, the ECJ held that it could take Commission
statements to WTO Members into account, there are two important caveats relevant to this
proceeding. First, nothing obliges the ECJ to take these statements into account. Further, and
more important, the Commissions statements were not afforded any special statusin EC law.
Rather, the ECJ used the statements only as confirmation of the ECJ sinterpretation of the EC’'s
basic antidumping duty regulation.*’

16. In this connection, an important part of the Commission's argument to the Panel is that
the ECJI will interpret EC law consistently with international law and, therefore, consistently with
the TRIPS Agreement.”® However, the ECJ provides a"consistent interpretation” of EC law and
international law only if that is possible, according to the terms of the EC law in question. Asthe
ECJ has stated repeatedly, "Community legislation must, so far as possible, be interpreted in a
manner that is consistent with international law".* If a consistent interpretation is not "possible’,
the ECJwill apply EC law alone® In that event, the ECJwould disregard any assurances given
by the Commission to a Panel because these assurances would be inconsistent with a proper
interpretation of EC law.

17. In the Petrotub case, for instance, the ECJ had to decide whether a measure imposing an
antidumping duty was required to include a statement of reasons explaining why a particular
method had not been used to calculate a dumping margin. The WTO Anti-Dumping Agreement
explicitly required such an explanation, but the basic EC antidumping regulation did not.
However, Article 253 (formerly Article 190) of the EC Treaty requires that all EC regulations
"shall state the reasons on which they are based". In these circumstances, the ECJ could provide
amutually consistent interpretation of Article 253 of the EC Treaty, the EC basic antidumping
regulaion, and the Anti-Dumping Agreement. The ECJ held that:

Article 2.11 of the [EC] Regulation, can the EC guarantee that it will give an explanation for [using asymmetrical
methods that compare] weighted average normal value with individual export price in accordance with Article 2.4.2
of the [Anti-Dumping Agreement]?" The EC responded that "any departure from the [symmetrical] methods will be
explained both to the parties concerned and in regulations imposing anti-dumping measures." (Emphasis added).

16 Petrotub, para. 48.

1 Petrotub, para. 59.

18 E.g., EC Responsesto Panel Questions, para. 33.

19 Seethe passages quoted from the ECJ in the EC Responses to Panel Questions, paras. 35 and 36.

2 See C-149/96, Portuguese Republic v. Council of the European Union, judgment of 23 November 1999,
paras. 49 — 52. (Exhibit US-32). See also, footnote 14 of the U.S. Responses to Panel Questions.
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Once Article 2.4.2 [of the Anti-Dumping Agreement] is transposed by the
Community, the specific requirement to state reasons laid down by that provision
can be considered to be subsumed under the general requirement imposed by the
Treaty for acts adopted by the institutions to state the reasons on which they are
based.?* (Emphasis added.)

18.  Thus, the consistent interpretation of EC and WTO law involved no more than the
application of generd rules already contained in the EC Treaty.?

19. In the case of Article 12 of the EC GI Regulation, by contrast, a consistent interpretation
of EC and WTO law can only be achieved by disregarding the terms of the Regulation and
applying aregistration procedure that has no legal basisin either EC law or WTO law. Inthese
circumstances, it does not appear "possible”, under EC rules of interpretation, to arrive at the
Commission's reading of the Regulation on the basis of a mutually consistent construction of EC
and WTO law.”

20.  Theplaintext of Articles 12(3) and 12a(1) of the EC GI Regulation statethat the EC is
entitled to register a Gl for a product from athird country only if that country has received
approvd from the Commission pursuant to Article 12(3). Nonethel ess, apparently to comply
with the national treatment obligation in the TRIPS Agreement, the Commission now proposes
to disregard this explicit requirement.

21. But if it does so, thereis no registration procedure at all in the EC GI Regulation for
WTO Members. And the EC cannot rely on the TRIPS Agreement, based on the “without
prejudice to international agreements’ language, because there is no registration procedurein the
TRIPS Agreement that the Commission can apply. The only option for the Commission is to
apply anovel registration procedure to WTO Members that is not laid down in either
international law or Community law — or indeed anywhere else.

22. It does not appear that there is any support in EC law, including the EC GI Regulation,
either for disregarding the express terms of the Regulation or for substituting a registration
procedure for WTO Members that has no legal basis. Therefore, it would not appear "possible’
for the ECJto give effect to the Commission's non-binding assurances concerning the EC Gl
Regulation.

23. In sum, in the absence of convincing legal authority to the contrary, the United States
submits that this Panel should find that the Article 12(1) conditions of reciprocity and
equivalence apply to all third countries, including WTO Members, and that these conditions are

2 Petrotub, para. 58.

22 The Hermes case relied upon by the EC in paragraph 35 of its responses to Panel questions, if anything,
reinforces this position, sinceit emphasized that, in some circumstances, EC member State national rules should be
applied “as far as possible” in light of the TRIPS Agreement. In addition, however, that case did not involve
Community legislation.

23 See, further, U.S. Responses to Panel Questions, paras. 26—32.
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inconsistent with the national treatment and MFN obligations of the TRIPS Agreement, the Paris
Convention, and the GATT 1994.

[1l.  The EC GI Regulation is Inconsistent with the National Treatment Obligations of the
TRIPS Agreement and the Paris Convention.

24.  Apart from denying that the Article 12(1) conditions of reciprocity and equivalence apply
to WTO Members, discussed immediately above, the EC has several specific responses to the
U.S. arguments tha the EC Gl Regulation provides less favorable treatment to non-EC nationds
than it does to EC nationals with regard to the protection of intellectual property rights. Each
section below identifies a U.S. argument with respect to the national treatment obligations of the
TRIPS Agreement and the Paris Convention, and then specifically responds to the EC position
with respect to that argument.

A. The EC GI Regulation discriminates based on nationality

25.  The EC admitsthat there are separate registration procedures —i.e., two different “tracks’
—under the GI Regulation for producers and processors producing or obtaining productsin the
EC, on the one hand (i.e., Articles 5 and 6 of the GI Regulation) and producers and processors
producing or obtaining products outside the EC, on the other (i.e., Articles 12 and 12a of the GlI
Regulation).® (Similarly, there are two tracks for objecting to registrations, depending on
whether the objector isa*natural or legal person . . . from aWTO Member or athird country
recognized under the procedure provided for in Article 12(3)” (Article 12d), or whether, by
contrast, the objector resides or is established in an EC member State.) The EC argues, however,
that these two different tracks are based on the location of the GI, and not the nationality of the
Gl rightholder.® According to the EC, this distinction concerns the origin of the product but
“has nothing to do with the nationality of the producer”?® so the GI Regulation does not
discriminate between EC and non-EC nationals, and is therefore not inconsistent with the
national treatment obligations of the TRIPS Agreement and the Paris Convention.

26.  Asthevarious submissions of the complainants and all of the third parties suggest, there
are many reasons that the EC’ s facile distinction between “national” and “location” does not
withstand scrutiny. In the case of geographicd indications, it is simply not possible or redistic to
ignore the close relationship between the geographical areathat givesrise to the Gl right and the
nationality of the rightholder. Itisclear from the design, structure and architecture of the GI
Regulation that the EC provides | ess favorable treatment to nationals of non-EC Members than to
EC nationas.

2 See, e.g., EC First Written Submission, paras. 56-78 (Sections headed “D. The registration of
geographical indications relating to an area located in the EC; E. The registration of geographical indications relating
to an area located outside the EC; F. Objections from persons resident or established in the EC; and G. Objections
from persons resident or established outside the EC."”)

% E.g., EC First Written Submission, para. 125.
% EC Oral Statement, para. 47.
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27. First, under both the TRIPS Agreement and the Paris Convention there is a connection
between where aperson isdomiciled or established and its nationality.?” Article 1.3, footnote 1,
states, for instance that, for purposes of the TRIPS Agreement, “nationals’ of a separate customs
territory Member of the WTO means “persons, natural or legd, who are domiciled or who have a
real and effective indugtrial or commercid establishment in tha customs territory.” It would
appear, then, that this provision would apply to the EC, among other WTO Members. As applied
to the EC, for instance, this would mean that the EC’ s obligation under Article 3.1 of the TRIPS
Agreement isto accord to nationals of other Members treatment no less favorable than it accords
to persons who are domiciled or who have ared and effective industrial or commercial
establishment in the EC. An initial question, therefore, is whether, in the GI Regulation, a
distinction is being made between persons that have areal and effective industrial or commercial
establishment in the EC (or who are domiciled there), and persons who do not —e.g., persons
whose commercial establishment or domicile isin another WTO Member. If so, the EC Gl
Regulation is, in fact, making a distinction between nationals of the EC, on the one hand, and
nationals of other WTO Members, on the other.

28.  Asmentioned above, the EC admits that there are two different tracks under the Gl
Regulation for producers and processors producing or obtaining products in the EC, on the one
hand, and producers and processors producing or obtaining products outside the EC, on the other.
Given that, to qualify for Gl registration, a product must satisfy strict requirements linking
quality, reputation, or other characteristics of the product to the geographic area, any producer or
processor producing or obtaining such a product in the EC would, under any reasonable
definition, have to have a“real and effective commercial establishment” in the EC.

29.  Thus, thedistinct “tracks’ for Gl registration provided in the Gl Regulation do, in fact,
provide for different treatment for EC nationals compared to non-EC nationals. The only way for
aperson who is anon-EC national by virtue of areal and effective commercid establishment in
another WTO Member to register for a Gl under Articles 5 and 6 of the Gl Regulation —the
domestic track —is for that person to establish areal and effective industrial or commercial
establishment that produces or obtains products in a geographic areain the EC, In other words,
the only way for a non-EC national to receive treatment no less favorable than EC nationalsis, in
effect, to become an EC national within the meaning of the TRIPS Agreement.

30.  Therefore, it appears that, by definition, the only persons who can apply for Gl
registration under Articles 5 and 6 of the Gl Regulation — the domestic track — are EC nationals,
and that the solution for any non-EC national who wishes to take advantage of the domestic track
is, in effect, to become an EC national. Plainly, the two separate tracks for registering Glsin the
Gl Regulation aredirectly linked to the nationality of the person seeking the registration and Gl
protection afforded by that registration.

31. Thenational treatment problem is equally apparent when viewed from the point of view
of nationals of non-EC WTO Members. Such persons may well be nationals of those non-EC

2l See U.S. Response to Panel Questions, para. 49.
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WTO Members purely because of their commercial establishment there, producing agricultural
products® Such persons—who are nationals of anon-EC WTO Member by virtue of their
establishment in that Member producing agriculturd products — are obviously rdegated to the
“foreign” track of Gl Registration by virtue of that nationdity.

32. In addition, any legal person producing or obtaining agricultural products and foodstuffs
in acountry will, as a practical and perhaps legal matter, become ajuridical person of that
country. Any such legal person established in anon-EC WTO Member producing agricultural
products and foodstuffs in that Member is also relegated to the “foreign track” for Gl
registrations. And heisrelegated to that foreign track because of where he has set up alegal
status to enable him to produce such products, and therefore dueto his status as a national of a
non-EC WTO Member. Plainly, in this sense, the EC Gl Regulation discriminates according to
whether a producer of a Gl product is an EC nationd or not.

33. Second, Article 1.3 of the TRIPS Agreement provides that “the nationals of other
Members shall be understood as those natural or legd persons that would meet the criteriafor
eligibility for protection provided in the Paris Convention (1967).” Asthe U.S. discussed in its
first written submission, in the context of protection against falseindications of source, Article
10 of the Paris Convention provides that “an interested party” includes any producer engaged in
production of goods that is established in the locality falsely indicated as the source of goods.
This underscores the strong linkage between the persons claming protection and the territoriesin
which the geographicd indications are established.

34. Moreover, Paris Convention Article 3 provides that national s outside the Paris Union

shall be treated as nationals of countries of the Union if they “are domiciled or who have real and
effective industrial or commercial establishmentsin the territory of one of the countries of the
Union.” Therefore, even anon-WTO Member national who has areal and effective industrial or
commercial establishment in aWTO Member must be treated as national of that WTO Member,
and provided no less favorable treatment than EC nationals. The EC Gl Regulation also creates a
separate track for Gl registrations for any such person with areal and effective industrial or
commercial establishment producing Gl productsin a non-EC WTO Member.

35.  Inall of these respects, the EC Gl Regulation creates separate tracks for the registration
and protection of Glsthat isintimately intertwined with the nationality of the person seeking the
protection.

36. Finally, it is obvious that any regulation that provides for separate tracks for registering
and protecting Gl s tha refer to regions outside the EC, on the one hand, and those that refer to
regions in the EC, on the other, is creating distinct tracks for non-EC nationals and EC nationals.
Thisis particularly true in the agricultural sector, where nationalsinvolved in agricultural
production — particularly of products that have developed over many generations a special
reputation and characteristics linked to the region — overwhelmingly have an interest in Glsin the

2 For example, at least in cases covered by Article 1.3, fn 1.
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country of their nationality.”® A significant part of the value of a Gl isits strong link to the region
and history of the producersin that region: the attraction of French GI CHAOURCE for cheese,
for instance, isthat it takes its name from the market town of Chaource and is allegedly the most
famous artisanal cheese from the Champagne region of France. It has been produced by local
farmers since the 14th century, who still use traditional techniquestoday. Similar considerations
would apply to for products in the United States or elsewhere. Asthe EC itself has noted,
"geographicd indications are the common patrimony of all the producers of a certain area, and
ultimately of the entire population of that area."* Similarly, EC Trade Commissioner Lamy, in a
speech last year, described the benefits of geographical indication protection as follows:

the geographical indication is akind of collective "mark” of the farmers and
craftsmen of aregion. It guarantees that the use of a name will remain attached to
aregion and to the community that saw its birth.>

Similarly, as mentioned before, the preamble to the EC Gl Regulation cites the “considerable”
benefit to the rural economy by “improving the incomes of farmersand by retaining the rural
population in these areas.”

37. In thislight, dlaiming that distinctions based on location of the geographicd region in
guestion has no relation to the nationality of the person producing the product, in the context of
geographical indications, ssimply fails to recognize the reality of geographical indications.

38.  TheUnited Statesrecallsthat the U.S. — Section 337 panel specifically considered and
rejected an argument that is similar to that presented by the EC in thisdispute. In that dispute,
the panel was reviewing whether the section 337 “procedures’ for determining patent
infringement with respect to imported products fell within the scope of Article 111:4 of the GATT,
i.e., laws, regulations and requirements affecting the internal sale of imported products.** The
panel considered whether these procedures, which applied to “persons’, not to “goods’,
nevertheless fdl within the scope of the Article I11:4 prohibitions on discrimination against
imported goods. Interestingly, the EC itself argued in that case that “[t]here was no justification
in the wording of Articlell1:4 for exempting from its application the rules of procedures of
tribunals. Any such interpretation would enable contracting parties to take away, by openly
discriminatory procedural rules applied to imports, almost all the benefits conferred by GATT.”
The pand agreed, reasoning that:

Nor could the applicability of Article 111:4 be denied on the ground that most of
the procedures in the case before the Panel are applied to persons rather than

2 See, e.g., U.S. Response to Panel Questions, para. 57, and Exhibit US-43, indicating that nationals
generally have an interest in Gls referring to the territories of their nationality.

%0 First Written Submission of the EC, paragraph 307, 4th bullet point.

3l SPEECH/03/292 Pascal Lamy EU Trade Commissioner Creation of the Organisation Geographical
Indications Network (ORIGIN) Brussels, June 11, 2003 (emphasis added). Exhibit US-49.

%2 U.S. - Section 337, para. 5.10.
8 U.S. - Section 337, para. 3.10.
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products, since the factor determining whether persons might be susceptible to
Section 337 proceedings or federd district court procedures is the source of the
challenged products, that is whether they are of United States origin or imported.®

39.  Of course, thisdispute, unlike U.S. — Section 337, includes claims of discrimination as to
nationals under the TRIPS Agreement as well as claims of discrimination as to goods under the
GATT 1994. But nothing in U.S. — Section 337 would suggest that the GI Regulation should not
be found to be incons stent with both sets of obligations. Indeed, in that case, even though
GATT Articlelll:4 addresses discriminatory treatment of products, the Section 337 panel stated
that “most of the procedures. . . are applied to persons rather than to products’, acknowledging
that those procedures involving goods directly concerned, for the most part, persons.

40.  Oneshould also consider, as apparently did the panel in United States — Section 337, the
consequences of finding that a regulation that does not literally and specifically discriminate
purely according to nationality does not violate the national treatment obligations of the TRIPS
Agreement and the Paris Convention. A WTO Member could discriminate against certain patent
applications, based on where the gpplication was first filed — for instance, subjecting dl patents
first filed abroad to higher fees. One should therefore beware of the EC’s narrow interpretation
of the national treatment obligation under the TRIPS Agreement and the Paris Convention, which
could have the effect of rendering of little value an obligation that the Appellate Body has called
“afundamental principle of the world trading system”*

41.  The EC has suggested in its responses to the Panel’ s questions that somehow the fact that
thereisanationa treatment obligation under GATT 1994 with respect to goods means that the
national treatment obligation under the TRIPS Agreement should be more narrowly interpreted
than it would be in the absence of such an obligation.*® For instance, the EC cautions against
“systematic overlap.”® Similarly, the EC implies that, since the GI Regulation does not literally
and specifically provide for different treatment according to the “nationality” of the rightholder,
the Panel should focus on whether the formulation actually used in the GI Regulation was an
attempt to “circumvent” the national treatment obligation.*® Specifically, the EC contends that,
because Articlelll of the GATT 1994 covers discrimination based on a product’s origin, thereis
no issue of “circumvention” in this case, implying that this meansthat only alitera, express
discrimination against other WTO nationals would violate the national treatment obligations
under the TRIPS Agreement and the Paris Convention. These arguments are wrong.

42.  First, the obligations under Article 111:4 of the GATT 1994 are separate from those of
Article 3.1 of the TRIPS Agreement and Article 2 of the Paris Convention, and the EC has an
obligation to satisfy both sets of obligations. If thereisaviolation of national treatment under

U.S. — Section 337, para. 5.10.

Appellate Body Report, U.S. — Section 211, para. 233.
EC Responses to Panel Questions, paras. 72-74.

EC Responses to Panel Questions, para. 73.

EC Responses to Panel Questions, para. 73.
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Articlelll:4 of the GATT 1994 — and the United States contends that there is — this does not
mean that there isnot also aviolation of the national treatment obligations under the TRIPS
Agreement and the Paris Convention. Indeed, in thiscase, there isaviolation of both
obligations. Further, the existence of an obligation under Article I11:4 of the GATT 1994 does
not automatically mean that the scope of the obligation under the TRIPS Agreement is narrower
than it otherwise would be, and the EC has offered no bass for such aposition. Finaly, while
attemptsto “circumvent” the national treatment obligation may be relevant to whether a
provision isinconsistent with that obligation, the issue in this dispute is not “circumvention”, but
rather, regardless of whether or not the Gl Regulation literally uses the term “national”, whether
the Gl Regulation accords less favorable treatment to non-EC nationals. In short, thereis no
basis for adopting a narrow interpretation of this fundamental TRIPS Agreement obligation.

43. TheEC aso statesin its first written submission that the panel in Indonesia — Autos
“cautioned against reading Article 3.1 TRIPS so as to apply to matters not directly related to the
equal treatment of nationals.”* But in that dispute, the panel was considering whether any
measures of support not related to intellectual property — such as subsidies or customs tariffs —
might give rise to ade facto violation of Article 3.1 of the TRIPS Agreement. This dispute, by
contrast, concerns an intellectual property measure that does not provide the same access to the
protection of intellectual property rights to non-EC nationals as it doesto EC nationals. The
issuesin these two disputes are not at all comparable.

44.  The EC GI Regulation makes a similar distinction between those who can object to the
registration of a Gl: Article 7(3) explicitly provides one track for persons who reside or are
established in an EC member States; Article 12d explicitly provides another track for natural or
legal persons of aWTO Member, whose objections are send to the country in which they reside
or are established. Just asin the case of registrations, these two tracks — domestic and foreign —
distinguish between nationals of the EC, on the one hand, and nationals of non-EC WTO
Members, on the other.

45, In sum, despitethe EC’ s overly narrow and base ess interpretation of one of the most
basic and fundamental obligations in the TRIPS Agreement, the Panel should find that the EC Gl
Regulation provides for different treatment for EC nationals, on the one hand, and non-EC
nationals, on the other.

B. The EC GI Regulation accords less favorable treatment to nationals of all
non-EC WTO Members that have not established EC-style inspection
structures

1. Requiring that WTO Member nationals demonstrate the existence of
inspection structures that their governments have not established
accords less favorable treatment to those nationals than to EC
nationals.

% EC First Written Submission, para 109.
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46.  Under Articles 10 and 12a(2)(b) of the Gl Regulaion aWTO Member must establish
specificinspection structuresin its territory in order for its nationals to register and protect their
Glsunder the GI Regulation. The EC argues that the requirement for specific inspection
structures in the country in which the Gl islocated is “equd” not “less favorable” treatment,
because the EC also requires its member States to have those same inspection structures.*® To
paraphrase the panel report in U.S. — Section 337, where there are differencesin the legal
provisions applying to non-EC nationals, on the one hand, and EC nationals, on the other, “given
that the underlying objective is to guarantee equality of treatment,_it isincumbent on the
contracting party applying differential treastment to show that, in spite of such differences, the no
less favourable treatment standard” is met.**

47.  The EC has not shown that this standard is met. To the contrary, the requirement for
specific ingpection structures does not amount to “equa treatment” of non-EC nationals, because
nothing in the TRIPS Agreement or dsewhere requires WTO Members to establish the specific
inspection structures required by the EC. And, indeed, as discussed further below, many WTO
Members, because of the way they choose under the TRIPS Agreement to protect geographical
indications, have no such inspection structures. EC member States, by contrast, are required
under the EC GI Regulaion to establish such structures.”” Therefore, while EC nationals are all
in a position to satisfy the “inspection structure” condition of the GI Regulation and can therefore
register and protect their Gls, non-EC nationals cannot satisfy this condition — at least where the
WTO Member concerned has not established the EC inspection structures — and are precluded
from registering and protecting their Gls.

48. Therefore, requiring that anon-EC national demonstrate that his government has
established the same specific inspection structures as EC member States provides less favorable
treatment to that non-EC national than is provided to EC nationals. Simply stated, the national
from aWTO Member that has not established such inspection structuresis precluded from
registering his Gl in the EC. The United States submitted subgtantial information and arguments
initsfirst written submission showing that aWTO Member cannot, consistent with the TRIPS
Agreement and the Paris Convention, require that another WTO Member establish an equivalent
system of Gl protection as a precondition to granting Gl protection to nationals of that WTO
Member. The EC responded that WTO Members do not have to satisfy that condition,
apparently because such a condition would be contrary to the TRIPS Agreement. But the
requirement for specific inspection structures is merey equivalence by another name, and
therefore also inconsistent with the TRIPS Agreement and the Paris Convention.

2. The EC inspection structure requirements are highly prescriptive,

40 E.g., EC First Written Submission, para. 121.

L United States — Section 33 7, para5.11 (emphasis added). That panel report was discussing the no less
favorable treatment standard of Article 111 of the GATT, but the same principle would apply to the no less favorable
standard of the TRIPS Agreement.

2 Article 10 of the EC GI Regulation.
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and go beyond simply assuring that the GI products meet the
specifications

49, During the first Panel meeting, the EC suggested that the requirements for the inspection
structures under Articles 10 and 12a of the EC GI Regulation were not unduly prescriptive, and
the EC complained several times that complainants had not specified which particular aspects of
the inspection structures were objectionable. The pertinent issue, however, is not which aspects
of the EC-mandated inspection systems are objectionable, but rather whether the EC can,
consistent with the TRIPS Agreement, demand of WTO Members the establishment of the same
particular inspection structures that the EC has chosen for itself as aprecondition for granting
TRIPS rights to that Member’s nationals.”® It cannot, because to do so is to accord less favorable
treatment to nationals of WTO Members who have the right to choose the gppropriate method of
implementing its TRIPS obligations, and have not chosen such particular inspection systems to
implement their obligations with respect to Gls.

50.  The United States does not disagree that the EC can require, as a condition of registration,
that a Gl applicant assurethat heisin a position to control the use of the Gl, ensuring that
products bearing the Gl are entitled to it. Many countries require such assurances. If, once
registered, the owner of the collective or certification mark is unable to control the use of the
mark, the mark is subject to cancellation.** Similarly, as WIPO has noted, some WTO Members
protect geographica indications through collective marks, in which a group of producers, for
instance, in a particular geographical area, jointly own the mark and are entitled to use it.*
Indeed, the EC hasiitself likened Gl protection to protection offered by collective marks* The
requirements for registering a collective mark commonly include submitting the names of the
persons entitled to use the mark, the conditions for membership in the organization, and the
conditions for using the mark.*’

3 The United States wonders if the EC would take the same position with respect to other intellectual
property rights. For example, would the EC agree that a Member could require the EC to adopt specific inspection
or other controls procedures before the M ember would protect a trademark, copyright, or patent of an EC national?

4 E.g., UK Trade Marks Act of 1994, Schedule 2, Article 6 reads: "(1) An applicant for registration of a
certification mark must file with the registrar regulations governing the use of the mark. (2) The regulations must
indicate who is authorised to use the mark, the characteristics to be certified by the mark, how the certifying body is
to test those characteristics and to supervise the use of the mark, the fees (if any) to be paid in connection with the
operation of the mark and the procedures for resolving disputes. Further requirements with which they regulations
have to comply may beimposed by rules." Exhibit US-50.

4 WIPO Document SCT/8/4 (Exhibit US-5) and WIPO Document SCT/9/4 (Exhibit COM P-16).

4% “The geographical indication is a kind of collective ‘mark’ of the farmers and craftsmen of aregion.”

SPEECH/03/292 Pascal Lamy EU Trade Commissioner Creation of the Organisation Geographical Indications
Network (ORIGIN) Brussels, June 11, 2003. Exhibit US-49.

4 E.g., EC Regulation 40/94, Article 64(2) "In derogation from Article 7(1)(c), signs or indications which
may serve, in trade, to designate the geographical origin of the goods or services may constitute Community
collective marks within the meaning of paragraph 1.” OHIM Examination Guidelines on Community Collective
Marks, Section 11.5.1 "An applicant for a collective mark must submit regulations governing itsuse." Section
11.5.2 "The regulations must specify: a) the name of the applicant's organisation and the address of its office; b) the
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51.  Theserequirements for registering certification marks and collective marks appropriately
reflect that intellectual property rights are private rights® and that the owner of those rights arein
the best position to ensure that the marks are used in a manner consistent with their
specifications. More important, these are requirements that the person seeking protectionisin a
position to satisfy, unlike the EC GI Regulation’ s requirement that the government, not the
person seeking protection, establish and be responsible for particular inspection structures. Such
requirements that are within the power of the rightholder himself to satisfy do not present the
same problems as requirements imposed, not on the rightholder, but on his government.

52.  The EC has suggested in its responses to the Panel’ s questions that the specific
requirements for inspection structures are flexible. But the EC has overstated this flexibility.
First, the EC states at paragraph 129 of its responses to the Panel’ s questions that “[t]he EC
merely requires that the conditions of Regulation 2081/92 regarding product specifications and
Inspections are met as regards the specific product for which protection is sought.” Thisimplies
that an inspection structure that is limited to ensuring compliance with the particular
specifications for the individual Gl for which registration is sought satisfies the Article 12a(2)
requirement. Thisimpression is encouraged by the EC’ s further response to the Panel at
paragraph 131 that “it is not excluded” that the holder of a certification mark outside the EC
could function as an inspection structure “[i]f the holder is not itself a producer or processor, and
isindependent of them. . . Otherwise, it would be necessary to establish an independent
inspection structure which offers the necessary guarantees of independence and impartiality.”

53.  Thisresponseignorestwo facts. First, Article 12a(2) specifically requires a declaration by
the WTO Member that the “ structures provided for in Article 10 are established in its territory”.
The structures provided for in Article 10 require inspection structures that ensure that agricultural
products and foodstuffs bearing aprotected name meet the requirements laid down in
specifications. Thisisarequirement for a broad inspection structure capable of performing this
function for all agricultural products and foodstuffs. A certification or collective mark holder, by
contrast, would only ensure compliance with his particular mark. Second, Article 10 requires
much more than a general “ guarantee of independence and impartiality.” Rather it imposes
specific requirements that go far beyond what is necessary to assure the integrity of the
geographical indication. It requires that the inspection authority have qualified staff and resources
“permanently at their disposal” to carry out inspections. The inspection authority must be ableto
take steps “ necessary to ensure that [the GI Regulation] is complied with;”*° if the inspection

object of the organisation; c) the bodies authorized to represent the organisation; d) conditions for membership; €)
the persons authorized to use the mark; f) if there are conditions for use of the mark, including sanctions, these must
be included; and g) if the mark designates the geographical origin of the goods or services, authorization for any
person whose goods or services originate in the geographical area concerned to become a member of the
organization." See discussion above for relevant U.S. regulations.

 TRIPS Agreement preamble, third “Recognizing” clause.

4 Thisisabroader responsibility than simply ensuring that the products meet the specifications, and would
appear to include the enforcement of the GI rights provided for in Article 13 of the EC Gl Regulation.
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authority is a private body, it must fulfill the requirements of a European standard for inspection
authorities (standard EN 45011), and must “continue to be responsible vis-a-vis the EC member
State™ for all inspections.”

54, In sum, and contrary to the EC’ s responses to the Panel, it does not appear that, under the
Gl Regulation, a certification mark holder would satisfy the requirements for an inspection
structure under the EC GI Regulation. And yet, as discussed above, that certification mark holder
would satisfy the requirements imposed upon it by aWTO Member that protects geographical
indications through a certification mark system.

55. But even if certain certification mark holders might qualify as inspection authorities under
the EC GI Regulation, the requirement that the WTO Members establish the EC inspection
structures still provides |less favorable treatment to non-EC nationals, for two reasons.

56. First, the EC Gl Regulation does not merely require assurances that the specificationsin
the GI application will be complied with and that there are rules to ensure that compliance.™
Rather, it requires that the government of the WTO Member itself assure that compliance. Thisis
clear from the GI Regulation’ s requirement, under Articles 10 and 123, that it isthe WTO
Member concerned that must declare to the EC that the Article 10 inspection structures are
established in its territory, and from the requirement that private inspection bodies continue to be
responsible to the WTO Member for all inspections.® But other WTO Members may not have a
system where they are directly involved in the inspections, or where the private inspection
authorities are “responsible’ vis-a-vis the government for al inspections. Rather, as noted above,
some WTO Members rely on asystem in which the certification or collective mark holders
themselves ensure that a certification or collective mark is being used in conformity with the
terms of itsissuance. The nationals of any such WTO Members are thus unable, under the Gl
Regulation, to register and protect their Glsin the EC.

57. Second, although an inspection authority that is completely independent of the producers
and directly responsible to the government is one way assure that the specifications for the Gl are
met, but it is not the only way. The EC’ s recent response that certification mark owners might
qualify as Article 10 inspection authorities — because they themselves do not produce the subject
product —would appear to exclude other Gl rightholders who are able to assure the integrity of
their GI. One example is collective mark owners, who may both own amark protecting a
geographical indication, and police compliance with that mark.>® Collective marks can be owned

0 A requirement that the United States assumes should be read as a reference to the relevant WTO
Member.

1 As discussed above, such arequirement iscommon with respect to applications for certification and
collective marks, both in the United States and in the EC.

2 Article 10(3) of the EC GI Regulation.

53 |n the United States, for instance, the Lanham Act providesthat the owner of a certification mark cannot
use the mark on goods, but only for advertising (anti-use by owner rule). In contrast, the owner of a collective mark
is not barred from using the collective mark as a trademark for goods. "...[T]he collective itself may also use the
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collectively by al producersin a particular region, and so are a good fit for protecting
geographicd indications.> Under the EC’s own analysis, however, it would appear that, in the
absence of a separate additional inspection structure as to the specific product, directly responsible
to the U.S. Government, collective owners of a Gl in the United Stateswould not be able to
register their Gl inthe EC. Y et collective mark owners have as much of an interest in protecting
the integrity of their mark as certification mark owners. While collective mark owners may not
have a separate and independent inspection structure responsible to the government, they do
generally have arules for admission to the collective organization, the members of which are then
authorized to use the mark upon admission (and compliance with the rules for the use of the
mark). Thereis no reason that such a system should be considered a priori inadequate to qualify
for an EC GI Registration.

58.  Further, the United Statesis not alone in its requirements for collective marks. TheEC
Trademark Directive allows the registration by EC member States of terms that designate the
geographicd origin of the goods as both guarantee or certification marks and as collective
marks.>® In addition, since the Paris Convention requires the protection of collective marks, and
since, as WIPO has noted, many WTO Members protect Gls through collective marks, it would
appear that the same requirements that ensure the integrity of collective marks should assure the
integrity of registered Gls. In other words, it should be sufficient under the EC GI Regulation that
the owner of the collective mark can show that the product meets the definition of Gl in Article 2
of the EC Gl Regulation and can give appropriate assurances that he exercises control over the use
of the mark of the goods produced to ensure compliance with the standards of the collective.

59. Nor are the examples of certification and collective marks exhaustive. In the United States
and other WTO Members, common law Gl owners — that is, those owners that have acquired
rightsin Glsthrough use, as well as those Gl owners protecting their Gls through unfair trade
statutes — may also have their own internal quality control system that ensures adequate control
over the use of the GI.

60. In sum, the EC cannot require a WTO Member to establish and enforce an EC-style
inspection structure as a precondition to that WTO Member’ s nationals being able to register and
protect Glsin Europe. Such arequirement is inconsistent with the EC’s WTO obligation to
provide non-EC national s treetment no |ess favorable than that accorded its own naionals, and is
at odds with the status of Gls as private rights.

61. It isworth highlighting tha the United States is not challenging in this dispute the EC

same mark as a trademark for the goods covered by the collective trademark or service mark. See TM EP 1305. The
"anti-use by owner" rule of 84 of the Trademark Act, 15 U.S.C. §1054 does not apply to collective marks. TMEP
1303.01.

> See Footnote 43, SPEECH/03/292 Pascal Lamy EU Trade Commissioner Creation of the Organisation
Geographical Indications Network (ORIGIN) Brussels, June 11, 2003.

5 Article 15 of the First Council Directive of 21 December 1988 to approximate the laws of the Member
Statesrelating to registered trademarks (89/104/EEC), OJ L 40, February 2, 1989, p. 1. Exhibit COMP-7.a.
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basic standard for what constitutesa Gl. The U.S. position isthat if a product meets that standard
—i.e.,isan agricultural product or foodstuff originating in aregion outside the EC which
possesses a specific quality, reputation or other characteristics attributable to that geographic
origin —the non-EC national should be able to register and protect it in the EC under the Gl
Regulation, regardless of whether his home government has established the same inspection
structures as the EC member States.

62. In brief, the EC’ s requirement that the United States establish EC-style inspection
structures to enforce Gls is ssmply equiva ence by another name: the EC will not protect the Gls
of U.S. nationals unless the United States establishes the same inspection structures, with the
same responsibilities and resources, that are required of EC member States. But other WTO
Members have the freedom under the TRIPS Agreement to set up a system that is different from
the EC’sfor protecting Gls, and the EC cannot make protection of Gls conditional on other
Members' adopting an EC-style system. The United States, for one, has not adopted the EC’'s
approach to protecting Gls, and does not require an EC-style inspection structure. This fact,
however, should not prevent U.S. nationals from obtaining Gl protectionin the EC on the same
basis as EC nationals.

C. The EC GI Regulation accords less favorable treatment to nationals of all
other WTO Members that do not or cannot evaluate and process EC GI
registration applications or objections and advocate to the EC on behalf of its
nationals

63.  Two things have become apparent in connection with the EC Gl Regulation’ s requirement
that only WTO Members, and not their nationals, are able to submit Gl registration applications
and objectionsto the EC. (Thisisin contrast to the situation for EC nationals, for whom the GI
Regulation provides a direct means to submit applications and objections). First, this requirement
imposes a significant burden on the WTO Member involved — aburden that many may be unable
to assume— resulting in alack of accessto the EC Gl sysem by their nationals. Second, this
reguirement for national government intervention is both unwarranted and unnecessary. The result
isthat nationals of non-EC WTO Members are unnecessarily denied the same access to the EC Gl
system that EC nationals have.

1. The EC GI Regulation imposes a significant burden on other WTO
Members to administer and enforce the Regulation

64.  With respect to the first point, it is plain that, under the GI Regulation, WTO Members
must play a substantial and active rolein trying to convince the EC to accept the Gl registration
applications and objections of its nationals, submitting themselves to the EC’ s authority and
committing themselves to administer and enforce the EC GI Regulation in their territory. With
respect to Gl registration applications, Article 12a(2) of the Gl Regulation would require the
United States to (1) make a determination that the requirements of the Gl Regulation are satisfied,;
(2) provide adescription of the legal provisions and usage on the basis of which the geographical
indication is protected or established in the United States; (3) make a declaration that the full
inspection structures for agricultural products and foodstuffs are established in the United States



EC — Protection of Trademarks and Geographical Indications U.S. Second Submission
for Agricultural Products and Foodstuffs (WT/DS174 and 290) July 22, 2004 — Page 19

(i.e., the same inspection structures required of EC member States); and (4) submit other
documentation that would support the gpplication. The United States notes that thisis not asimple
matter, because it is not even clear on what basis a U.S. government authority would bein a
position to assess whether the application meets the requirements of the EC GI Regulation.

65. Nevertheless, in response to the Panel’ s question, the EC made clear that this obligatory
evaluation of an EC Gl registration application by the WTO Member would require substantial
work and expertise. In explaining why the EC Gl Regulation required that WTO Members
evaluate the EC Gl applications, the EC stated:

80.  Firgt, the evaluation of whether a name fulfils the conditions for protection
as a geographica indication requires familiarity with a host of geographical, natural,
climatic and cultural factors specific to the geographical areain question. Moreover,
knowledge of the market conditionsin the country of origin may also be required,
e.g. in order to establish whether the product in question has aparticular reputation.
Likein the case of applications from Member State, it is the third country's
authorities which are best placed to evaluate such factors. . . .

81l.  Second, the evaluation of the application may require the assessment of legal
questions arising under the law of the country where the areaislocated. In
particular, Article 12a of the Regulation requires the application to be accompanied
by adescription of the legal provisions and the usage on the basis of which the
geographical indication is protected or established in the third country. The
Commission cannot unilaterally resolve such issues pertaining to the law of athird
country, which therefore necessarily require the implication of the authorities of the

third country.

82.  Third, theinvolvement of the third country government appears called for
also out of respect for the sovereignty of the third country. The assessment of
whether an application meets the requirements of the Regulation, in particular
concerning the link with the geographical area, requires in-depth knowledge of the
conditions related to this area, as well as the possibility to verify on the spot the
relevant claims made in the application. It would not be possible for the European
Commission to carry out such inspections on the territory of the third country
without the agreement or invol vement of the third country.

83. Fourth, the involvement of the third country government also facilitates the
cooperation of the authorities of the Community and of the third country throughout
the registration process. If doubts or question arise during the registration process,
the European Commission may need a contact point in the third country to which it
can address itsdf. Moreover, the Regul ation foresees tha the third country which
has transmitted the application must be consulted at certain stages of the procedure
before the Commission can take adecision (cf. Articles 12b [1] [b]; 12b[3]).

84. Fifth, the involvement of the third country authorities should also be
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beneficia to the applicant. Regulation 2081/92 effectively enables the applicant to
discuss, prepare, file, and where necessary refine and amend his application directly
with the authorities where the geographical areaislocated. Since these authorities
are more familiar with the areain question, this should help speed up the
registration process. Moreover, frequently these authorities may be geographically
closer to the applicant and may speak the applicant's language, which may dso be a
further benefit to the applicant.*®

66. By its own admission, the EC is placing a substantial burden on other WTO Membersto
administer and enforce the EC’s GI Regulation — and the EC will not register the Gl of any national
whose home government does not agree to shoulder this burden. Indeed, it would appear that the
EC isenvisioning not so much the transmission of an application asit is an in-depth analysis of
whether the EC Gl Regulations requirements are met — including on-site verificalions — and,
significantly, on-going discussions or negotiations with the EC throughout the process concerning
whether the registration applications would be accepted. The EC made a similar point with respect
to the need for WTO Members to process objections to Gl registrations on behalf of its nationals.”’

67.  Thisprocess resembles more the submission of one government to another government’s
unilateral assertion of authority it does an application for protection, or an objection, from a private
Gl rightholder. Itisaso very different from EC and member State rules concerning the filing of
applications for collective and certification marks, which do not require any government
involvement at all on behalf of the applicant.>®

68. In any case, anational from aWTO Member that does not have amechanism for
undertaking al that the EC is requiring with respect to applications and objections does not have
access to the EC registration system for protecting Gls or for objecting to Gls. By contrast, an EC
national seeking to have his home-based GI protected or to object to a Gl registration has a pre-
established mechanism for doing so through the EC GI Regulation, which requires EC member
States to process such applications and objections.

69. In sum, the EC GI Regulation accords |ess favorable treatment to non-EC nationals than it
accords to EC nationals with respect to the protection of geographical indications.

70.  The EC has responded that thisis equal treatment, not |ess favorable treatment, because EC
nationals also have to send registration applications and objections through their member States.>®
The United States recalls again that it is up to the EC to demonstrate that different procedures
applied to non-EC nationals as compared to EC nationals do not amount to “less favorable
treatment.”® In fact, the EC’s assertion of “equality” isincorrect, because, just asin the case of

% gc Responses to Questions of the Panel, paras. 82 - 84.
> EC Response to Questions of the Panel, para. 87.

8 See discussion under section 111.B.2 above.

9 E.g., EC First Written Submission, para. 129.

0 See U.S. - Section 337, para. 5.11.
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inspection structures, EC member States are required by the Gl Regulation to process the
applications and the objections, and so EC nationals are directly provided the ability to register
their Gls and object to the registration of Gls. Other WTO Members have no such obligation —
under the TRIPS Agreement or elsewhere — and therefore the Gl Regulation accords lessfavorable
treatment for the nationals of those Members that do not “comply” with the EC GI Regulation.

71.  The EC has aso responded that any WTO Member’s “unwillingness’ to “ cooperate” means
that any resulting less favorable treatment is due to “their own attitude”, and not to the Gl
Regulation.® With all due respect, the EC has provided the direct meansfor its own nationds to
apply for the registration of Gls and to achieve EC-wide protection of those Gls. It has also
provided the direct means for its nationals to object to the registration of Gls. It has provided none
of thisfor non-EC nationals. To the contrary, it has erected enormous barriers to those nationals —
effectively requiring unilaterally that other WTO Members administer and enforce the EC Gl
Regulation which, the EC’ s protestations notwithstanding® impose a considerable burden on those
WTO Members, and is not required by any WTO Agreement.

72.  Thenational treatment violation is, therefore, not due to the U.S. “attitude”, or the
“attitude” of all other WTO Members that have not “complied” with the unilaterd requirements of
the EC, but rather to the barriers erected against non-EC WTO Member nationasin the GI
Regulation.

2. The GI Regulation’s requirement for extensive WTO Member
involvement is unwarranted and unnecessary

73.  With respect to the second point noted above, it is ssimply untrue that the extensive
involvement of WTO Members is necessary or even appropriate in the process of either registering
a Gl or objecting to the registration of a Gl. In the case of the United States, where Glsfor
agricultural products and foodstuffs are protected through collective marks and certification marks,
the U.S. government does not have any specialized knowledge or expertise that would render it
better qualified than the rightholder, or, indeed, the EC, to make representations as to whether the
specifications submitted by the rightholder meet the requirements of the EC GI Regulation.

Indeed, to the contrary, it would seem that the EC, and not the United States Government, would
be in a position to make that determination, particularly, for instance, with respect to whether a
U.S. Gl has areputation in the EC market. The GI applicant in the United States knows best the
characteristics of his product that render it eligible for protection under the Gl Regulation, and
knows best what specifications under Article 4 of the Gl Regulation his product meets. The EC
should assess whether those specifications submitted by the applicant meet the EC’s GI Regulation
reguirements on their own merits, without the intercession or intermediation of the United States
Government. Indeed, thisis precisely what the United States does in considering whether to
register acertification or collective mark referring to a geographic area—including, significantly,
registration applications received from EC nationals referring to areasin the EC. The USPTO

o Ec Response to Questions of the Panel, para. 55.
62 E.g., EC First Written Submission, para. 130.
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relies on the declarations and representations of the certification or collective mark holder and
relies on competitors in the marketplace to chalenge the registration if the owner failsto uphold
the standards provided for in the registration.®® Thisis also the practice of other jurisdictions
which accept certification marks and collective marks for registration and which protect
geographical indications through such marks.

74.  Insum, itisnether appropriate nor necessary for the EC Gl Regulation to require that other
WTO Members administer and enforce the Gl Regulation, and the condition that those Members
do so resultsin less favorable treatment being accorded to their nationals than to the national's of
the EC.

D. The requirement that non-EC geographical indications — but not EC
geographical indications — bear a country of origin marking provides less
favorable treatment to non-EC nationals than to EC nationals with regard to
the protection of geographical indications.

75.  The United States has argued that Article 12(2) of the EC GI Regulation imposes a specia
rule that non-EC Gl names can be authorized only if the country of originisvisibly indicated on
thelabel. The EC stwo responses and the U.S. rebuttals are as follows.

76. First, the EC argues that this requirement applies only where athird country name is
identical to an EC name.** The United States notes, however, that this requirement for a country of
origin indication, although it appearsin Article 12(2) after adiscussion of identical names, is set
apart as a separate, albeit unnumbered, paragraph under Article 12, which addresses third country
Glsin general. Thus, it appearsto relate to al third country Gls, and not just to third country Gls
that areidentical to EC Gls.

77.  Second, the EC claimsthat this rule applies to both EC and non-EC products equally. The
United States notes, however, that the provision at issue falls under Article 12, which reatesto the
conditions of registration of non-EC Gls, not of EC Gls. The United States notes further that there
appears to be no support in the text of the Regulation for the EC’ s assertion that the country of
origin requirement appliesto whichever Gl — EC or third country —isregistered later in time. That
provision appears, rather, to be directed solely at the authorization of third country Gls. Therefore,
if athird country Gl isregistered first, and then an application for an identical EC name is received,
it is not clear on what basis the EC authorities would refer to Article 12 at al to determine under
what conditions the EC name can be authorized.

8 For example, the U.S. Trademark Act providesthat “any person who believes that he is or will be
damaged...by the registration of a mark” may file a petition to cancel the registration of a mark. A certification mark
registration may be challenged on the “ground that the registrant (A) does not control, or is not able legitimately to
exercise control over, the use of such mark, or (B) engagesin the production or marketing of any goods or services
to which the certification mark is applied, or (C) permits the use of the certification mark for purposes other than to
certify, or (D) discriminately refuses to certify or to continue to certify the goods or services of any person who
maintains the standards or conditions which such mark certifies.” 15 U.S.C. Section 1064(5).

64 E.g., EC First Written Submission, para. 133.
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78.  Consequently, the requirement that non-EC geographical indications — but not EC
geographical indications — bear a country of origin marking results in less favorable treatment of
non-EC nationals than of EC nationals with regard to the protection of geographical indications

E. The EC GI Regulation requires domicile or establishment in the EC as a
condition for the enjoyment of GI rights, contrary to the obligation of Article
2(3) of the Paris Convention

79. For those nationals from WTO Members who do not comply with the requirements of the
EC GI Regulaion, the only way to enjoy their intellectual property rights with respect to
geographical indicationsis to become established or domiciled in the EC, and therefore to qualify
directly to object to the registration of Gls under Article 7(3) of the GI Regulation, or to produce
or obtain the products (for which they seek Gl protection) inthe EC. Thisis contrary to its Paris
Convention obligation under Article 2(2) not to impose any requirement as to domicile or
establishment in the EC “for the enjoyment of industrial property rights.” The EC has two
responses. first, atechnical one that this plain violation is outside the Panel’ s terms of reference,
so the Pand cannot consider it.*° Second, that a requirement that alegal person produce or
obtain a product in the EC is not arequirement of “establishment” in the EC. Further, the EC
apparently argues — somewhat surprisingly — that the requirement that, in order for a person to
object to aregistration under Article 7 of the Gl Regulation, he must apply to the member State
in which he “resides or is established”® is also not a requirement of “domicile or
establishment.”®” Both of these arguments are basel ess.

1. Article 2(2) of the Paris Convention is within the Panel’s terms of
reference

80. TheU.S. panel request contained both a statement that the Gl Regulation failed to accord
national treatment to non-EC nationals and a specific referenceto Article 2 of the Paris
Convention, areference that plainly includes both paragraphs 1 and 2 of Article 2. Neither
paragraph uses the precise term “national treatment”, but both together define that obligation.
The non-establishment requirement of Article 2(2) follows immediately after Article 2(1), linked
by the word *“however”, which indicates that what follows is connected to and part of the
obligation in Article 2(1). Article 2(1) specificdly provides that the same advantages must be
provided to other nationals as to one’s own nationals; and Article 2(2) specifies that a Member
may not require domicile or establishment as a condition for the enjoyment of industrial property
rights.

81l.  Thelink between these two paragrgphs and their importance to “ national treatment” is
emphasized by this very proceeding. Asthe United States argued in its first submission,

8 EC First Written Submission, para. 42.

% ecal Regulation, Article 7(3).

57 EC First Written Submission, paras. 188-189.
%8 \WT/DS174/20, August 19, 2003.
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requiring an effective establishment in the EC as a precondition to obtaining Gl protection is
tantamount to a requirement that, in order to receive national treatment, alegal person must, in
effect, become an EC national. In other words, the Gl Regulation’s requirement for a
commercial establishment in Europe as a precondition to claiming the samerights as nationasis
simply another aspect of its denial of national treatment to nationals of other WTO Members, a
claim clearly within this Panel’ s terms of reference.

82. In addition, the United States notes that the entirety of Article 2 of the Paris Convention —
not just Article 2(1) —is provided an annotated title “National Treatment for Nationals of the
Countries of the Union” in the WIPO-published versions of the Convention. Finally, one of the
main thrusts of the U.S. complaint against the EC Gl Regulation isthat, to receive Gl protection
under the Regulation, persons haveto set up alegal entity producing or obtaning productsin the
EC. Legal entities producing or obtaining products outside the EC are denied access to this
system (barring compliance with substantial requirements by the WTO Member concerned). It
can hardly be a surprise to the EC that the United Statesis claiming, as one aspect of its violation
of national treatment obligations, that the EC is requiring establishment in the EC, in violation of
Article 2(2) of the Paris Convention.

83. In short, because both the narrative description and the specific citation to Paris Convention
Article 2 inthe U.S. Panel request include the obligationsin Article 2(2), and because the EC
clearly was aware of the nature of the U.S. complaint, and could not have suffered any prejudice,
the U.S. claims under Article 2(2) are entirely within this Panel’ s terms of reference.

2. Nationals of WTO Members who do not comply with the EC GI
Regulation’s requirements must be domiciled or established in the EC in
order to enjoy the GI rights provided under the EC GI Regulation.

84. TheEC sresponses to this argument miss the mark. With respect to eligibility for
registering Gls, the EC’s primary argument is to claim, with no analysis or conclusion, that the
“business establishment” in the EC, inter alia, growing agricultural productsin the EC, would not
“appear to constitute * an establishment’ within the meaning of Article 2.2 of the Paris
Convention.”® The United States submits that, to the contrary, and the EC’ s unsupported assertion
notwithstanding, arequirement to establish a business producing or obtaining agricultural products
and foodstuffsin the EC is arequirement of “establishment” in the EC. Indeed, as discussed above
in section I1.A (“The EC GI Regulation discriminates based on nationality”), the EC’ s requirement
appears to be tantamount to a requirement that the non-EC national —with areal and effective
commercia establishment producing agricultural productsin anon-EC WTO Member — set up a
real and effective commercial establishment in the EC as a condition for taking advantage of the
“domestic” track for Gl Registration.

85. TheEC also claimsthat the U.S. isin effect arguing that geographical indications should be

% EC First Written Submission, para. 181.
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protected even if the products in question do not originate in the areain question.” Thisis untrue.
What the United Statesis arguing is that the EC cannot require that the geographical areato be
protected be in the EC. Y et, for any national from aWTO Member that does not comply with the
Gl Regulation’s requirements, that is precisely what the EC is requiring.

86. Finally, with respect to the right of objection, the EC claims that the GI Regulation simply
allows persons from other WTO Members to object to registrations.” This response misses the
point. Nationalsfrom WTO Memberswho do not assess objections from their nationals for
compliance with the GI Regulation must reside or become established in the EC in order to object
under the Article 7 objection procedures.”” Thisis plainly arequirement of domicile of
establishment in the EC for the enjoyment of an industria property right.

F. The EC GI Regulation imposes additional requirements on non-EC nationals
desiring to object to the registration of a GI that are more burdensome than
those imposed on EC nationals.

87. In addition to the above inconsistencies with the EC’ s national treatment obligations, the
U.S. first written submission explained that, while non-EC nationals must have a “legitimate
interest” under Article 12d in order to object to the registration of an EC-based Gl, an EC national
wishing to object under Article 7(3) may do so if it is merely “legitimately concerned”.”® In
addition, because the Gl Regulation accords more favorable trestment to EC nationals than to non-
EC nationas with respect to the registration and protection of Gls, it is harder for non-EC nationals
than EC naionalsto have a“legitimate interest” or a “legitimate economic interest” that would
serve as grounds for objection under 12d.

88. TheEC'ssoleresponse to this claim™ isthat there is no difference between the two
standards. The United States submits, however, that a person may be “concerned’ without his
concern rising to the level of a*“legitimate interest”. An “interest”, as anoun, generally implies
some right to property or to a use or benefit relating to property. “Concerned” by contrad, is
broader, and encompasses “interested, involved, troubled, anxious, showing concern.””® The
“legitimate interest” standard for non-EC nationals was introduced in April 2003. If the standard
were the same as “legitimately concerned” it would have been logical to usethe samewords to
describe it, instead of words that state a morerestrictive standard. In the face of thisplain
difference in language, the EC has not sustained its burden of rebutting the presumption that this
amounts to |less favorabl e treatment of non-EC nationals.

EC First Written Submission, para. 186.
EC First Written Submission, para. 189.
EC GI Regulation, Article 7(3).

U.S. First Written Submission, para. 93-94.
EC First Written Submission, para. 151.

New Shorter Oxford English Dictionary (Fourth Edition, 1993), pp. 467 (“concerned”) and 1393
(“interest”).
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IV.  The EC GI Regulation is Inconsistent with the National Treatment Obligations of the
GATT 1994.

A. The EC GI Regulation’s requirements that other WTO Members establish
specific inspection structures and become active participants and advocates in
prosecuting its nationals’ GI registrations and objections accords less favorable
treatment to non-EC products than it does to EC products.

89. Initsfirst written submission, the United States showed that the EC GI Regulation was
inconsistent with the EC’ s obligation under Articlelll:4 of the GATT 1994 to accord no less
favorable treatment to products originating in the territory of other Members than it accords to like
products of national origin. The EC does not contest that the imported products are“like” domestic
products,” and does not contest that the EC GI Regulation is a measure that falls within the scope of
Article 111:4.” The only issue, therefore, is whether the EC GI Regulation accords imported
products “less favorable treatment” than that accorded to the like domestic products.™

90. The EC contends tha it does not, for the same reasons that it does not accord “less favorable
treatment” to nationals of other WTO Members under the TRIPS Agreement: (1) thereisno
reciprocity and equivalence requirement for WTO Members; and (2) the requirement for inspection
structures and the requirement that WTO Members themselves process Gl registration applications
and objections constitutes “equal” not “less favorable” treatment for products of non-EC origin.”
Thefirst of these arguments has been addressed above, and will not be addressed separately here.

91. The EC sargument that the treatment accorded non-EC productsis “equal” to that accorded
EC productsis not correct. First, that the EC has chosen to establish particular inspection structures
in the EC in order to ensure that EC producers comply with the EC Gl Regulation does not mean
that it is*“equal treatment” of like products to impose the requirement for the same inspection
structures on other WTO Members. To the contrary; to do so is to condition the granting of GATT
1994 Article 111:4 rights on the WTO Member in question adopting the same compliance structure
asthe EC. Thisis precisely the “reciprocity” and “equivalence’ conditionality that the national
treatment obligation was designed to avoid.

92. A product from the United States that meets the requirements of the Gl Regulation —that is,
an agriculturd product or foodstuff originating in aregion of the United States which possesses a
specific quality, reputation or other characterigtics attributable to that geographic origin — must,
under Article I11:4 of the GATT 1994, be accorded no less favorabl e treatment than an EC product
that meets those requirements. But under the Gl Regulation, an EC product that qualifies for
protection due to characteristics attributable to its origin can be registered and protected under the
EC GI system. By contrast, aU.S. product that similarly qualifies for registration and protection

® EC First Written Submission, para. 195.

T EC First Written Submission, para. 194.

B See Appellate Body Report, Korea — Various Measures on Beef, para. 133.

” See EC First Written Submission, para. 207; First Oral Statement, paras. 71 and 45.
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due to characteristics attributableto its origin is denied regigration and protection in the EC. This
is not because the product itself does not possess the necessary characteristics related to its origin.
Rather, it is because the United States has not established the EC-mandated inspection structures.

93. In other words, a qualifying EC-origin product can be registered and protected under the EC
Gl Regulation, while aU.S. product that is“like” that EC product in every respect is denied access
to that system. And, of course, the consequence of registration and protection — denied the U.S.
product but granted the EC like product —is all of the competitive advantages and benefits bestowed
on Gl products under the EC system.®°

94.  The United States submits that this amounts to treatment of non-EC products that is
significantly less favorable than treatment accorded EC products, contrary to Article I11:4 of the
GATT 1994.

95. Second, and similarly, the requirement that WTO Members themsel ves become active
participants and advocates for their nationals in analyzing and submitting Gl registration
applications and objections also amounts to less favorable treatment of non-EC products. Asjust
discussed, a U.S. product that meets the requirements of the EC GI Regulation should be eligible to
be registered and protected under that Regulation. The requirement that the WTO Member have
substantial participation in this process — a requirement imposed unilaterally by the EC and not
otherwise required by any WTO agreement — is both burdensome and unnecessary, and acts as an
additional barrier to non-EC goods seeking access to the EC GI system. Thisisnot abarrier faced
by EC goods, becausethe EC Gl Regulation itself mandates authorities in the EC to process
applications and objections.

B. The requirement that non-EC products be encumbered by a country of origin
indication on the label is inconsistent with the national treatment obligations of
the GATT 1994

96.  The United States has argued that Article 12(2) of the EC Gl Regulation imposes a specia
rule that non-EC Gl names can be authorized only if the country of originisvisibly indicated on the
label. The EC’ s three responses and the U.S. rebuttals are as follows.

97. First, the EC argues that this requirement applies only where athird country name is
identical to an EC name.®* As above, the United States notes, however, that this requirement for a
country of origin indication, although it appearsin Article 12(2) below a discussion of identicd
names, is set apart as a separate, albeit unnumbered, paragraph under Article 12, which addresses
third country Glsin general. Thus, it appearsto relate to a!/l third country Gls, and not just to third
country Glsthat are identical to EC Gls.

98.  Second, the EC claims that this rule applies to both EC and non-EC products equally.

80 These benefits were detailed in the U.S. First Written Submission, e.g., at paras. 28-30 and 61-62, and
will not be repeated here.

81 EC First Written Submission, para. 137.
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Again, as above, the United States notes that the provision at issue falls under Article 12, which
relates to the conditions of registration of non-EC Gls, not of EC Gls. The United States notes
further that there appears to be no support in the text of the Regulation for the EC’ s assertion that
the country of origin requirement applies to whichever Gl — EC or third country —isregistered later
intime. That provision appears, rather, to be directed solely at the authorization of third country
Gls, regardless. If athird country Gl isregistered first, and then an application for an identical EC
name isreceived, it is not clear on what basis the EC authorities would refer to Article 12 to
determine under what conditions the EC name can be authorized.

99. Finally, the EC argues, in effect, that a special country of origin labeling requirement cannot
be inconsistent with national treatment obligations, because Article IX:1 of the GATT 1994
containsonly an MFN obligation, and not aspecific national treatment obligation, with respect to
“marking requirements’. But the EC’s argument ignores the fact that the EC GI Regulation does
not contain a general “marking requirement” for goods. Rather, it isaspecid rule that istriggered
by the fact that a third country product is being authorized to use a protected Gl name, and is
intended to encumber the non-EC GI, while not so encumbering the EC GI. The United States does
not believe that, under these circumstances, the EC is exempt from its obligation to provide no less
favorable treatment to non-EC products.

C. The EC has presented no information whatsoever that the inconsistencies with
GATT 1994 Article II1:4 are excused by Article XX(d) of the GATT 1994

100. The United States presented information and arguments showing that the EC GI Regulation
isinconsistent with the EC’ s national treatment obligations under Article 111:4 of the GATT 1994.
In addition to its general denidsthat thereis less favorable treatment of non-EC products, the EC
has al so suggested, in a conclusory fashion, that any such inconsistency would be excused by
Article XX (d) of the GATT 1994.% Asthe party asserting that its Gl Regulation falls within the
scope of the Article XX exceptions, it isthe EC, as the party asserting the defense, that bears the
burden of proof. Asthe Appellate Body noted in Japan — Apples, “athough the complaining party
bears the burden of proving its case, the responding party must provethe caseit seeksto makein
response.”® The Appellate Body also noted in United States — Shirts and Blouses, page 14, that:

the burden of proof rests upon the party, whether complaining or defending, who
asserts the affirmative of a particular daim or defence. If that party adduces evidence
sufficient to raise a presumption that what is clamed is true, the burden then shiftsto
the other party, who will fail unlessit adduces sufficient evidence to rebut the
presumption.” (footnotes omitted)

101. The EC' sentire submission to this Panel with respect to Artidle XX(d) is that

The requirements at issue are necessary in order to ensure that only those products
which conform to the definition of geographical indications contained in Article

82 EC First Written Submission, para. 226.
8 Appellate Body Report, para. 154.
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12(2) of Regulation 2081/92, which isitself fully consistent with the GATT, benefit
from the protection afforded to geographical indications by Regulation 2081/92.%

102. But thisislittle more than an imprecise paraphrasing of Article XX(d) itself. Thereisno
explanation of, or information concerning, how the WTO Member’ s significant involvement in the
Gl Registration application process — including the declarations that the WTO Member must make
to the EC — or itsinvolvement in the “objection” processis “necessary” to “secure compliance” with
WTO-consistent laws or regulations, which is the limited basis on which Article XX (d) permits an
exception to GATT 1994 obligations. Nor has the EC explained how the particular inspection
structures it is requiring as a precondition to the registration of non-EC Gls are “necessary to ensure
[such] compliance”. Successfully proving the entitlement to this exception to GATT 1994
obligations involves much more than a conclusory statement, which provides neither the United
States nor the Panel a foundation on which to base any analysis whatsoever of the EC’ s affirmative
defenseto aGATT violation.

103. The United States does not see anything in Article XX (d) that would excuse the EC from its
GATT 1994 obligations, and the EC has not provided any information or evidence that it does.
Therefore, this Panel should find that the EC Gl Regulation’ sinconsistency with the GATT 1994 is
not excused by Article XX (d) of the GATT 1994.

V. The EC GI Regulation is Inconsistent with the MFN Obligations of the TRIPS
Agreement and the Paris Convention

A. MEFN obligations with respect to the nationals of non-EC WTO Members

104. The United States argued in its first written submission that the EC Gl Regulation’s
inconsistencies with the MFN obligations of the TRIPS Agreement and the Paris Convention
derived from the same conditions for GI protection imposed on WTO Membersthat giveriseto
inconsistencies with the national treatment obligation under the TRIPS Agreement and the Paris
Convention. That is, the nationals of any country that satisfies the Gl Regul ations requirements
with respect to

- reciprocity and equivalence
- specified inspection structures, and

- the substantial participation in administering and enforcing the EC Gl Regulation on
behalf of its nationals

can register and protect their home-based Gls and can object to the registration of Gls. Any national
of aWTO that does not satisfy these requirements, by contrast, cannot do so. Consequently, the EC
Gl Regulation does not “immediately and unconditionally” accord to nationals of all WTO
Membersthe advantages, favors, privileges, or immunities accorded to EC nationals. In addition to
the arguments refuted in the “national trestment” section above, the EC protests that it has not yet

84 EC First Written Submission, para. 226.
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applied this Regulation to benefit the nationals of qualifying countries.®

105. But the lack of third country Gl registrations under the Gl Regulation does not mean that it
isimmune from challenge. The EC cites several disputes in which there was a discriminatory
application of alaw, implying that thisis a requirement to challenge a measure on MFN grounds™
but ignores that there are, equally, disputes in which a discriminatory measure had not yet been
applied, but was nonethel ess found inconsistent with obligations. In one such dispute, United States
— Superfund, the pand explained that the obligationsin that dispute:

are not only to protect current trade but also to create the predictability needed to
plan future trade. That objective could not be attained if contracting parties could
not challenge existing legislation mandating actions at variance with the General
Agreement until the administrative acts implementing it had actually been applied to
thelr trade.

The United States has not, in fact, challenged any particular application of the GI Regulation on
MFN grounds; rather it is challenging this aspect of the EC Gl Regulation on its face.

106. Thefact isthat the conditions for protection described above — conditions that are
necessarily determined on a country-by-country basis — reward nationals of those individual
countries that agree to adopt EC structures and systems for protecting geographical indications and
that agree to administer and enforce the EC GI Regulation in their territory. Nationds from those
countries receive as favorable treatment as EC naionals. Nationals from countries that do not so
agree are precluded from accessing the EC Gl Regulation protection system.?” In this connection,
the EC’ s quotation of the Canada — Autos panel report,® discussing why not all non-product-rel ated
condition are per se inconsistent with Article I:1 of the GATT 1994 is not relevant.

107. Thereisno room under the EC Gl Regulation for the Commission to determine that all
WTO Members satisfy the conditions of the Gl Regulation. Some WTO Members may have the
EC-style inspection structures, others do not; some WTO Members might be able to prosecute Gl
registration gpplications successfully on behalf of their nationals, and others cannot. Thereis
nothing that the EC can do in administering the EC GI Regulation that will treat nationals of all
WTO Members as favorably as each other and as favorably as EC nationals.

108. In other words, any application of the EC Gl Regulation to athird country would result in a
failure to accord MFN treatment to nationals of al third country WTO Members. The Commission
has no ability to avoid this result under the Regulation. And, of course, the refusal to apply the Gl
Regulation to other third countries at all —which is theoretically one way of assuring equal

8 EC First Written Submission, paras. 239 - 245.

8 EC First Written Submissi on, para. 242, citing EEC — Imports of Beef from Canada and Belgian Family
Allowances.

87 Asdiscussed above in the context of “national treatment” , the GI Regulation discriminates on the basis
of nationality. See Section I11.A above.

8 EC Firg Written Submission, para. 237.
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treatment among nationals of all third country WTO Members —would be inconsistent with the
national treatment obligation. In any case, the GI Regulation does not appear to permit the
Commission to refuse to apply the Gl Regulation to all third countries.

109. Accordingly, even in the absence of a specific gpplication to any third country, the EC Gl
Regulation is inconsistent with the MFN obligations of the GI Regulation.

B. MEFN obligations of EC member States with respect to nationals of all other
non-EC WTO Members

110. The United States also argued that, since each of the EC member Statesisalso aWTO
Member in its own right, each member State has an obligation to accord to non-EC nationals the
same advantages, favors, privileges, and immunities accorded to nationals of other EC member
States. That is, any benefits France provides to German nationals must also be provided to U.S.
nationals. By requiring that, for instance, France accord advantages to German nationals that it does
not accord to U.S. nationals, the EC GI Regulation is inconsistent with the MFN obligation under
the TRIPS Agreement. The Gl Regulation does this, for instance, by requiring that France
recognize and enforce Gls that are registered by German nationals, but does not require, or even
permit, France to provide the same recognition to U.S. Gls, since they cannot be registered under
the GI Regulation in the first place.

111. The EC’ sresponse to this argument, aside from responses already addressed in the context
of national treatment, is not clear.®® The EC appears to be arguing that, in requiring its member
States to accord advantages to nationals of other EC member States that they do not accord to
nationals of other WTO Members, the EC itself'is not according advantages to “any other country”,
and so the EC member States are exempted from the MFN obligation. The EC also states that the
measure at issue is an EC measure, not a member State measure.®

112. But the EC ignores two important facts. First, in this dispute, the United States defined the
measure — the EC Gl Regulation — as Regulation 2081/92 and its related implementation and
enforcement measures.** Therefore, any related implementation and enforcement measures —
including those of EC member States — are included within the Panel’ s terms of reference.
Consequently, the Pand can and should review whether the measures that EC member States must
take to implement and enforce the EC GI Regulation — measures that accord advantages, favors,
privileges and immunities to naionals of other EC member States — accord those same advantages,
favors, privileges, and immunitiesto WTO Members that are not EC member States.

113. Second, the EC cannot reasonably claim that whether an EC member State is complying
with its MFN obligations depends on whether or not it isimplementing EC regulations or its own.
The only question under Article 4 of the TRIPS Agreement is whether the WTO Member concerned
is granting the same advantages, favors, privileges and immunities to other WTO Members as it

8 See EC First Written Submission, paras. 252 - 256.
9 EC First Written Submission, para. 255.
%1 WT/DS174/20.



EC — Protection of Trademarks and Geographical Indications U.S. Second Submission
for Agricultural Products and Foodstuffs (WT/DS174 and 290) July 22, 2004 — Page 32

grantsto its own nationals. If not, thereisaviolation of the MFN obligation, and it does not matter
why or pursuant to what requirement the WTO Member is discriminating against nationals of other
WTO Members. An EC member State cannot avoid its MFN obligations simply by daiming that it
is discriminating pursuant to an EC regulation.

VI.  The EC GI Regulation is Inconsistent with the MFN Obligations of the GATT 1994.

114. Initsfirst written submission, the United States argued that the EC Gl Regulation was
inconsistent with Article I:1 of the GATT 1994, because, in a manner similar to that presented in
Belgian Family Allowances, the Gl Regulation introduces a discrimination between countries
having a given system of Gl protection and having the ability to successfully advocate on behalf of
their nationals with respect to the registration of Gls and objections to GIs.”? The EC’ s responsesto
this argument are the same as those presented in connection with other issues described above: (1)
There is no condition of reciprocity and equivalence for WTO Members; (2) The conditions for
registration are not discriminatory; and (3) The Gl Regulation has not yet been applied to products
from third countries.®®

115. Asthe United States has already responded to these arguments above, it will not repeat those
arguments here.

116. Finally, asisthe case with its response to the national treatment claim with respect to goods,
the EC hasfailed to present any explanation whatsoever of how Article XX (d) of the GATT 1994
might excuse this inconsistency with the Article 1:1 MFN obligation.

VII. The EC GI Regulation is Inconsistent with the EC’s Obligations under Article 16.1 of
the TRIPS Agreement.

A. Introduction.

117. Asthe United States has shown in its first written submission and oral statement, Article
16.1 of the TRIPS Agreement requires that owners of registered trademarks be given the exclusive
right to prevent a// third parties from using similar or identical signs, including geographical
indications, for identical or similar goods, where such use would result in alikelihood of
confusion.** The United States has also shown that the EC Gl Regulation is inconsistent with this
obligation because, as the EC acknowledges,”® even if the owner of aprior valid registered
trademark can prove that use of an identicad or similar registered geographical indication raises a
likelihood of confusion, it cannot prevent that use.

118. Specifically, as Artide 14(2) of the EC Gl Regulation demonstrates, even in cases where use
of aregistered geographical indication givesrise to alikelihood of confusion within the meaning of
Article 16.1 of the TRIPS Agreement, the product that is marketed and |abeled with that

9 U.s. First written Submission, paras. 127-129.
% EC First written submission, paras. 260-264.

9 U.s. First Written Submission, paras. 130-170; US Oral Statement, paras. 40-75.

% EC First Written Submission, paras. 302-307; EC Responses to Questions, para. 141.
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geographical indication can be sold alongside a similar or the same product that has been marketed
and labeled with an identical or similar valid prior registered trademark. The owner of the
trademark will have no ability to exercise its Article 16.1 rights to prevent any confusing use by the
later-registered geographical indication. Asthe United States has emphasized in its previous
submissionsto the Pand, the “exclusiveright . . .to prevent” confusng usesin Article16.1is
critical to trademark owners. Without this right to exclude a!/l others from confusing uses, owning a
trademark would mean practically nothing, since the purpose and value of atrademark isto be able
to distinguish one company’ s goods from the goods of other companies. Without the ability to stop
confusing uses, this value is eliminated.

119. At this stage of the proceedings, and contrary to the EC’'s arguments, it should be clear that
under the U.S. interpretation of the relevant provisions of the TRIPS Agreement, no one form of
intellectual property right is superior to another. The EC position appears to be that a Gl will
always take precedence over atrademark. By contrast, the U.S. interpretation does not require any
“hierarchy” between trademarks and geographica indications. Rather, under the U.S.
interpretation, each TRIPS Agreement provision is given its full scope, and both trademarks and
geographical indications are granted their respective spheres of exclusivity. Under Article 16.1 of
the TRIPS Agreement, atrademark owner is given the exclusive right to exclude uses by al others
of similar or identical signs that are likely to confuse consumers within a given territory. Under
Article 22.2 and 22.3 of the TRIPS Agreement, interested parties in geographical indications are
granted the right to prevent the use of signs that mislead consumers within a given territory about
the origin of goods. Thereisno “conflict” between these provisions. The provisions are not
mutually exclusive; “simultaneous compliance with the obligations” of these provisionsis not
“impossible” in any sense.®

120. The ECissimply wrong that under the U.S. interpretation, trademarks that “lack . . .
distinctiveness,”®” or trademarks that constitute “illegitimate uses” of geographical indications, will
prevail over geographical indications. The United States has made it clear that if atrademark is not
distinctive, or if it is“illegitimate’ because it misleads consumersin a particular country about the
origin of goods, then the TRIPS Agreement and the Paris Convention provide that it should not be
registered.®® If for some reason it isregistered, it is subject to invalidation.®

96_ Panel Report, Turkey — Textiles, para. 9.92. See also Panel Report, Indonesia — Autos, para. 14.28
(“[1]n public international’ law there is a presumption against conflict,” which is'“especially rélevant in the WTO

context sinceall WTO agreements . . . were negotiated at the same time, by the same Members and in the same
forum.” (footnotes omitted)).

" EC Firg Written Statement, paras. 289, 291.
% TRIPS Articles 22.3, 15.1; Paris Convention Article 6quinquiesB.

% TRI PS Article 22.3; Paris Convention Article Gguin uiesB. For this reason, the EC is wrong to argue, at
paragraph 307 of itsfirst written submission, that the United Statesis proposing “rigid application of thefirst-in-tim

rule.” As previously noted, the United States is concerned in this dispute with the rights accorded only to prior valid
registered trademarks. Assuming that the trademark registration is valid, the United States finds it curious that the
EC, also in paragraph 307, argues that priority is not appropriate “to resolve conflicts . . . between trademarks and
geographical indications, because they are distinct intellectual property rights, each with itsown characteristics.”
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121. The ECisaso wrong to argue that under the U.S. interpretation, the exclusivity of
trademarks is valued over the exclusivity of geographical indications,'® that the United Statesis
supporting the “superiority of trademarks over geographical indications,”*°* and that, in the United
States' view, trademarks “ must prevail over later geographical indications.”*® The United States
accepts — and nothing in its interpretation suggests otherwise — that in any given case, atrademark
owner bringing an infringement claim against the user of a geographical indication might not
succeed on the merits. For example, the trademark owner might not be able to prove that the
particular use of the geographical indication would result in alikelihood of confusion. Or the
interested party in the geographical indication might be able to show that the trademark is subject to
invalidation.

122.  Under the EC GI Regulation, however, even if the owner of aprior valid registered
trademark can prove, consistent with TRIPS Article 16.1, that use of an identical or similar
registered geographical indication confuses consumers, and even if the interested party in the
geographical indication fals to show, consistent with TRIPS Article 22.3, that the trademark
misleads consumers with respect to origin, the trademark owner still cannot prevent the continued
use of that geographicd indication in amanner that results in alikelihood of confusion. The very
best that the trademark owner can hope for in this situation is the ability to continue selling products
with its trademark affixed, but deprived of its ability to distinguish the goods of the trademark
owner. The trademark owner cannot exercise its right to prevent confusing use of the geographical
indication.

123. Thisisinconsistent with Article 16.1. In United States — Section 211, the Appellate Body
emphasized the importance of the exclusive nature of trademark rights, finding that Article 16.1
confers on the owners of “registered trademarks an internationally agreed minimum level of
‘exclusiverights' that all WTO Members must guarantee in their domestic legislation” — rights that
“protect the owner against infringement of the registered trademark by unauthorized third
parties.”*®

See also EC Oral Statement, para. 15. The ECJ appears to disagree. Advocate General Tizzano recently issued an
opinion stating that “[le] principe de laprimauté du titre antérieur d’exclusivité . . . représente un des fondements du
droit des marques et, d’ une facon plus générale, de tout le droit de la propriété industrielle.” (“[The] principle of the
priority of a preceding exclusiveright . . . is one of the basic principles of trademark law and, more generally, of all
intellectual property law.”) The Advocate General concluded (at paragraphs 102 and 119 of his Opinion) that the
principle of priority should be applied to resolve conflicts between trademarks and trade names and that trade or
commercial names, like geographical indications, are “distinct” from trademarks. Advocate General Tizzano’s
Opinion in Case C-245/02, Anheuser-Busch Inc. v. Budejovicky Budvar, narodni podnik, delivered 29 June 2004.
Exhibit US-51 includes official versions of the Opinion in French and Finnish, along with an unofficial English
translation (from the Finnish).

100 Ec First Written Submission, paras. 271, 274; EC Responses to Questions, para. 215.

EC First Written Submission, para. 295.
102 EC First Written Submission, para. 297.
108 Appellate Body Report, United States — Section 211, para. 186.

101
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124. In contrast, the EC arguesin this dispute that “[t]he fact that the owner of aregistered
trademark cannot prevent the use of the same or asimilar sign by the right holders of a geographical
indication does not mean that the registration of the trademark is, for that reason alone, ‘set aside’,
or ‘overthrown’ or that it is without ‘legal strength’ or ‘efficacy’.”*** But even the EC jurisprudence
recognizes that the core of atrademark right is the right of an owner of atrademark to prevent the
use of asimilar or identical sign that would result in alikelihood of confusion.’®®

125. The EC iscorrect that “ co-existence” — meaning the ability of a trademark owner to do
nothing more than to continue selling products with its trademark affixed, without the Article 16.1
right to prevent infringing uses of similar or identical signs—“may not be a perfect solution to
resolve conflicts between different types of intellectual property rights.”'*® More significarnt,
however, it isasolution that isinconsistent with Article 16.1. It presumes that the simultaneous
compliance with the obligationsin Articles 16.1, 22.2 and 22.3 isimpossible, and as such reads a
conflict into complementary provisions of the TRIPS Agreement where there is none.

B. Article 14(3) of the EC GI Regulation does not satisfy the EC’s obligations
under Article 16.1 of the TRIPS Agreement

126. The EC argues, in effect, that owners of registered trademarksin the EC or its member
States do not need the Article 16.1 right to prevent all uses of similar or identicad geographical
indicationsthat raise alikelihood of confusion, because Article 14(3) of the GI Regulation “says
that the registration of a geographical indication shall be refused if it islikely to lead to confusion
with atrademark.”*” (At other points, however, the EC argues that the TRIPS Agreement does not
provide for the exclusivity of prior vaid trademarks with respect to conflicting geographical
indications.'*)

127.  Article 14(3) provides that:

A designation of origin or geographicd indication shall not be registered where, in
the light of atrade mark’s reputation and renown and the length of time it has been
used, registration isliable to mislead the consumer as to the true origin of the
product.

128. Article 14(3) does not satisfy the EC’s obligations under Article 16.1 of the TRIPS

104 gc Responses to Questions, para. 204.

105 oo Advocate General Jacobs Opinion in Case C-10/89, S4 CNL-Sucal NV v. HAG GF.
delivered 13 March 1990 [1990] ECR 1-3711, para. 19 (Exhibit US-8) (*A trademark can only fulfil that roIe [i.e.,

to identify the manufacturer and to guarantee quality] if it is exclusive. Once the proprietor is forced to share the
mark with the competitor, he loses control over the goodwill associated with the mark. The reputation of his own
goods will be harmed if the competitor sells inferior goods. From the consumers’ point of view, equally undesirable
consequences will ensue, because the clarity of the signal transmitted by the trademark will be impaired. The
consumer will be confused and misled.”).

196 EC First Written Submission, para. 307.
7 gc Responses to Questions, para. 155.

108 gc Responses to Questions, paras. 200-221.
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Agreement, for at least two reasons. Fird, even if, for the sake of argument, this Pand wereto
accept the reading of Article 14(3) offered by the EC, the* protection” offered trademark ownersis
not sufficient to satisfy Article 16.1 of the TRIPS Agreement. Article 16.1 requiresthat registered
trademark owners be given the right to prevent confusing uses of identical or similar signs, and not
just that government authorities be given the authority to prevent the registration of confusing
signs. Second, Article 14(3) does not permit the EC to refuse registration of all geographical
indications that rase alikeihood of confusion with any similar or identicd trademark. Asis
evident from the text of Article 14(3), it appliesonly with respect to a certain subset of vaid
registered trademarks — trademarks with a certain reputation, renown, and that have been used for a
certain length of time.

129. The United States addresses these two reasons in turn, below.

1. Even if the EC’s reading of Article 14(3) of the EC GI Regulation were
correct, Article 14(3) is not a substitute for the rights accorded
trademark owners under Article 16.1 of the TRIPS Agreement

130. The EC assertsthat Article 14(3) requires the EC to reject registration of a geographical
indication if the registration islikely to lead to confusion with atrademark. Article 16.1 requires
that the owner of aregistered trademark have the exclusive right to prevent all uses of identical or
similar signs that result in alikelihood of confusion. Even if the EC’ sreading of Artidle 14(3) is
accurate, it does not satisfy Article 16.1 of the TRIPS Agreement, in two ways.

a. TRIPS Article 16.1 addresses uses, while Article 14(3) of
the EC Regulation addresses only registration

131. Even according to the EC’ s reading, Article 14(3) does not afford a trademark owner the
right to ensure that no uses of a geographica indication, once registered, will result in alikelihood
of confusion. Thisisan important distinction, because atrademark owner is not necessarily able to
know, from the registration of a geographical indication alone, whether use of the registered
geographical indication will raise alikelihood of confusion. Thisis because atrademark owner
cannot know, from the registered name on its own, precisely how it will be used. For example, a
registered geographical indication may be used in ways that cannot be anticipated, such asin a
trademark-like manner or in tranglaion, in a manner that causesa likelihood of confusion with
respect to aregistered trademark. The scope of permitted uses of aname registered as a
geographical indication may be broader than the name, as such, that is registered.

132.  Inan apparent attempt to diffuse this concern, the EC states that

atrademark owner may use its trademark rightsin order to prevent the
right holders of ageographical indication from usng confusingly any
other names or other signs (€.g. graphic signs) in conjunction with, or
in place of, the name registered as a geographicd indication. In other
words, the right holders of a geographical indication only have a
positive right to use the name registered as a geographica
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indication.®

133. But thisdistinction is not as straightforward as the EC suggests. The United States attaches
as Exhibit US-52 four pictorial depictions of the packaging for products sold under geographicd
indications registered in the EC, and the accompanying product specifications. It should be noted
that the product specifications do not limit the way in which the geographical indications are used,
and the pictoria depictions demonstrate that the name is often used in a trademark-like fashion.
Determining what exactly will congtitute use of “the name registered,” therefore, is not always
evident from the name that is registered alone. To know whether “the name registered” raises a
likelihood of confusion, in many cases, atrademark owner needs to see the registered namein
Use.llo

134. Theissueof trandations also raises the question of wha limits areimposed on, and what is
encompassed by, use of “the name registered.” The United States has referred to two examples.
The United States has noted three registered geographical indications set out in the Czech
Republic's Act of Accession: Budegjovické pivo, Ceskobudg ovické pivo and Budejovicky

mest’ ansky var.'*! In trademark infringement proceedings pending before the Swedish courts, a
Czech brewer has argued that registration grants the right to use these three names in tranglation.
Specificaly, it asserts that the German trandlation of the three registered geographicd indications
include “Budweiser Budvar,” “Budweis,” and “ Budbrau.”*** The United States has also cited to the
registered geographical indication “Bayerisches Bier,” which the Commission decided to register
despite concerns raised under Article 14(3) that if used in trandation, it could confuse the consumer
in relation to the “Bavaria’ trademark in Holland.™® (“Bayer,” theroot of “Bayerisches,” is
trandated into English as “Bavaria’ — the suffix “isches’ is the adjective form of “bayer”.)

135. Thetext of Article 16.1 is clear —the owner of aregistered trademark must be granted the
right to prevent uses of similar or identical signs that raise alikelihood of confusion. The practical
reason behind thisrequirement is equally clear from the examples cited above— in many cases,
unless or until the registered geographical identification is actually used, neither the EC authorities
nor the trademark owner will always know whether thereis alikelihood of confusion. Even
accepting the EC’ s reading of Article 14(3) on its face, the trademark owner is not afforded the right

122 EC Responses to Questions, para. 142 (emphasis added).

Thisis not to say, however, that a geographical indication cannot be found confusingly similar to a prior
valid trademark at the time of registration, for instance, in cases where both the signs and the goods are identical. In
such cases, Article 16.1 of the TRIPS Agreement requires that the likelihood of confusion be presumed. However,
not all confusing uses can be foreseen at the time of registration; therefore, the trademark owner must be provided
the right to prevent confusing uses in the market as they arise.

ML Exhibit COM P-3.c (Annex |1, para. 18).

2 Copies of the Czech brewer's brief to the Swedish court, in Swedish and as unofficially translated to
English, are included in Exhibit US-53. The relevant passage is at paragraphs 4-6 of Section 3.2 The EC has not
indicated in these proceedings, or in the Swedish domestic court proceedings discussed above, whether use of a
registered Gl in translation constitutes a permitted use of that Gl.

18 y.s. ora Statement, para. 55.
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guaranteed under Article 16.1

b. TRIPS Article 16.1 grants rights to trademark owners, while
Article 14(3) of the EC Regulation empowers the EC authorities

136. Even under the EC’ sreading, Article 14(3) does not provide the trademark owner with the
right to prevent confusing uses, asisrequired by Article 16.1 of the TRIPS Agreement. According
to the EC, it merely requires the EC authorities to decline registration of a geographical indication
in some circumstances. The trademark owner does not control this process—afactor critical to an
owner’s Article 16.1 rights. As stated in the preamble to the TRIPS Agreement, “intellectual
property rights are private rights,” and control over them by private ownersiscrucid.

137. The EC suggests that the trademark owner has two ways of asserting itsArticle 16.1 rights
in the registration process. First, the EC refersto the “right” of atrademark owner to object to the
registration of a geographical indication, pursuant to Article 7(4) of the EC GI Regulation."'* This
so-called “right” isinsufficient to implement the Article 16.1 obligations. The United States has
shown that, in fact, U.S. nationals do not enjoy the “right” to object to registration of a geographical
indication on a non-discriminatory basis. Moreover, even if they did, it is apparently the EC’s own
view that the right of objection isnot part of the Article 16.1 right to prevent confusing uses.® In
addition, as the United States noted in its responses to questions, nearly 80 percent of the
geographical indications registered in the EC to date, including, most recently, names registered via
accession protocols, were exempt from the objection procedures included in the EC Gl
Regulation.™*® In these circumstances, trademark owners will find no comfort in the EC’ s assertion
of the “right” of objection as a sufficient substitute for Article 16.1 rights.

138. Second, the EC notes that if atrademark owner considers that the Commission has
registered a geographical indication that raises alikelihood of confusion, the owner can challenge
the Commission’s failure properly to apply Article 14(3) before the “courts.”**’ The United States
presumes that the EC is referring to a chdlenge to the validity of aregistration before the EU courts.
Under Article 230 of the EC Treaty,*'® anaturd or legal person that is“directly and individually
concerned” by aregistration can challenge the validity of the registration before the Court of First

. _114 The EC states that a statement of objection “shall” be admissible if it demonstrates that “‘the
registration of the name proposed would jeopardize the existence of a mark.”” EC Responses to Questions, para.

160, quoting the EC Gl Regulation, Article 7(4).

. 15 EC Firg Written Submission, Earas. 326 (“Article 16.1 does not confer aright of objection.”), 327
(Article 16.1 does not grant to the trademark owners aright to formulate objections in the framework of a’procedure

for the acquisition of another intellectual property right, whether itis a trademark or a different right such as
geographical indication.”), and 427 (“[T]he EC considers that the right to formulate objectionsto the registration of
another intellectual property rights is not inherent in the exclusive rights conferred to trademark rights holders by
Article 16.1.”).

116
117

U.S. Responses to Questions, para. 68.
EC Responses to Questions, paras. 153, 181.

18 Exhibit US-26.
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Instance (“CH ™), with an apped to the European Court of Justice (“ECJ’).*** The very important
qualification, however, isthat under Article 230, the case must be brought within two months of
publication of the registration.*”

139. But actual confusing uses may not become apparent within two months, and Article 16.1
permits no such “expiration” of the Article 16.1 rights. Indeed, aware of this two-month window, a
potential user of aregistered geographical indication would be well-advised to preserve the
registration from challenge by waiting until the two-month period has tolled to begin particular uses
of the geographicd indication that would arguably raise alikelihood of confusion with respect to a
registered trademark.

140. At that stage, after the two-month period has expired, the trademark owner’s only option
would be to bring an infringement challenge against confusing use of the identicd or similar
geographical indication.’?* But as the EC has confirmed,*? even if the owner of a prior valid
registered trademark can prove that use of an identical or similar geographical indicationraises a
likelihood of confusion, it will not be able to prevent use of the geographical indication. The most
the trademark owner can hope for is the continued ability to sell products with its trademark affixed,
without the ability to prevent confusing use of the geographicd indication.

141. For al of these reasons, the ability to challenge the registration of ageographical indication
is no substitute for Article 16.1 rights. Article 16.1 of the TRIPS Agreement grants rightsto
trademark owners to prevent particular uses of identical or similar signs, and imposes no
two-month time limit on the exercise of that right. For aslong as the trademark is valid and
registered, Article 16.1 grants the owner the right to prevent uses of identical or similar signs that
raise alikelihood of confusion.

2. Article 14(3) of the EC GI Regulation neither requires nor
permits the EC authorities to deny registration of all confusing
geographical indications.

142. The EC assertsthat Article 14(3) “says that the registration of ageographica indication shall

. 19 Tpe concept of “directly and individuallcy concerned” is narrowl)éaﬁpli_ed as confirmed recently by the
ECJin C-50/00, Union de Pequenos Agricultores v Council (25 July 2002). Exhibit US-54.

120 This deadline has been enforced strictly. See, e.g., Case T-85/97, Horeca-Wallonie v. Commission,
order of 20 November 1997 (Exhibit US-55); Case T-12/90, Bayer AG v. Commission, Case C-195/91 P, Bayer
A.G. v Commission [1994] ECR 1-5619 (Exhibit US-56).

121 1e United States will later in this submission rebut assertions by the EC (EC Responses to Questions,
para. 31) that the interpretation of Article 14(3) it offers to the Panel is the same interpretation that it has adopted and

will continue to support in proceedings before the ECJ. At this point, the United States merely observes that once
the two-month period to challenge the validity of the geographical indication registration expires, the Commission
will no longer be there, and its allegedly helpful interpretation of Article 14(3) will no longer be relevant, to help
trademark owners as they turn to national courts to resolve infringement claims regarding confusing uses of the
registered geographical indications.

122 £¢ Firg Written Submission, paras. 302-307; EC Responses to Questions, para. 141.
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be refused if it islikely to lead to confusion with atrademark.”**® But Article 14(3) does not say
this. It saysthat a geographical indication “shall not be registered where, in the light of atrade
mark’ s reputation and renown and the length of time it has been used, registrationisliable to
mislead the consumer as to the true origin of the product.”

143.  Setting aside the point made above that TRIPS Article 16.1 accords trademark owners the
right to prevent uses of identical or similar geographica indications, and not only registration of
such geographical indications, it is clear that Article 14(3) applies criteriathat are different from and
more restrictive than Article 16.1. Article 16.1 rights are not reserved solely to registered
trademarks of a certain reputation or particular renown. Nor isthere any requirement under Article
16.1 that the trademark be used for any length of time. Article 16.1 articulates aright that is owed
under the TRIPS Agreement to the owner of any valid registered trademark.

144. Had the EC wished to adopt a provision that “says that the registration of a geographical
indication shall berefused if it islikely to lead to confusion with a trademark,” it could have done
so. According to the EC, “at the time that Regulation 2081/92 was adopted, the TRIPS Agreement
was in thefinal phases of its negotiation,” and the EC’s“objective” was to track what would
become its TRIPS obligations in the Regulation.*** Why, in those circumstances, did the EC not
simply include the Article 16.1 “likelihood of confusion” language in Article 14(3) of Regulation
2081/92? Why, instead, did it include language in Article 14(3) about a trademark’ s “ reputation
and renown and the length of time it has been used” — language that is not found in Article 16.1 and
that is plainly more restrictive than the Article 16.1 standard?

145. The obvious answer isthat the EC has limited the circumstances in which a geographical
indication will be denied registration to those instances in which atrademark’ s “reputation and
renown and the length of time it has been used” make the geographicd indication “liable to mislead
the consumer as to the true identity of the product.”**® These criteria— “reputation and renown and

12 EC Responses to Questions, para. 155. The EC has alternatively asserted that Article 14(3) merely
“allows the registering authoritiesto refuse the registration of any confusing geographical indications,” and that

under Article 14(3) it is “possible to reject” an application for registration of ageographical indication that
jeopardizes the existence of amark. EC First Written Submission, para. 286 (emphasis added); EC Responses to
Panel Questions, para. 160 (emphasis added). As discussed above, neither of these positionsiscorrect. But the
United States would note that Article 14(3) is an even poorer substitute for Article 16.1 rightsif it permits the
registration of confusing Gls.

24 ec Responses to Panel Questions, para. 12.

125 The EC statesthat since“it would be impossible to evaluate the likelihood of confusion on the basis of
only” the two criterialisted in Article 14(3), the Commission must be able to consider other criteriarelevantto a

determination of likelihood of confusion. See EC Responses to Panel Questions, para. 156. The more logical
implication, however, contrary to the EC’ s statement, isthat Article 14(3) does not embody the “likelihood of
confusion” standard, at least with respect to all but a certain category of marks. Moreover, the EC cites to the
"Bayerisches Bier" example - in which the EC decided to register "Bayerisches Bier" as a geographical indication,
despite objections from the owner of the trademark BAVARIA that the registration would raise a likelihood of
confusion - as " consistent with" the interpretation of Article 14(3) offered in this dispute. EC Responses to
Questions, para. 170. See also EC First Written Submission, para. 288 (footnote 140). But this decision does not, in
fact, confirm the EC'sinterpretation of Article 14(3) for the purposes of this dispute. The Council's decision
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the length of time. . . used” — cannot be threshold prerequisites that the owner of aprior valid
registered trademark must invoke to prevent confusing uses by identical or similar signs. Even
assuming that Article 16.1 can be entirely fulfilled by denying registration of confusing
geographicd indications, Article 14(3) of the Gl Regulation makes the availability of those rights
contingent on the trademark possessing “reputation and renown and . . . use[].” TRIPS Article 16.1,
however, requires only that the trademark be validly registered for the owner to avail itself of its
rights.

146. Article14(3)'s "reputation and renown" language limits the applicability of the provision to
acertain class of trademarks, whereas TRIPS Article 16.1 places no limits on the class of registered
trademarks that are granted the exclusive right to exclude others. In fact, the threshold prerequisites
of reputation, renown, and length of time used are factors generally used to determine the scope of
protection to giveto “well-known” or “famous’ trademarks, under Article 6bis of the Paris
Convention, and Articles 16.2 and 16.3 of the TRIPS Agreement. Article 16.2 refers specifically to
criteria such as “knowledge of the trademark” and knowledge * obtained as a result of the promotion
of the trademark.” The word “knowledge” in Article 16.2 means, among other things, “familiarity
gained by experience.”*?® The “familiarity” part of this definition would appear to encompass the
“reputation and renown” criteria of Article 14(3), while “gained by experience” tracks the “length of
time. .. used” criterionin Article 14(3).

147. Thethreshold prerequisitesincluded in Article 14(3) —“reputation and renown and the
length of time.. . . used” — aso track the factors for determining whether atrademark is well-known
that are recorded in Article 2(1)(b) of the Joint Recommendation Concerning Provisions on the
Protection of Well-Known Marks, adopted by the Paris Union Assembly and the WIPO General
Assembly.** Among the factors to be considered are the “ degree of knowledge or recognition” of
the mark, the “duration” of any “use” of the mark, and the “duration” of any registrations of the
mark. These factors correspond to the prerequisitesincluded in Article 14(3) of the Gl Regulation
The repeated references in the WIPO Joint Recommendation to the “duration” of “use” or of
“registrations’ correspondsto the “length of time. . . used” prerequisitesin Article 14(3).
Similarly, the reference to the “degree of knowledge or recognition” corresponds to the “reputation
and renown” prerequisitesin Article 14(3).

148. Asfurther evidence of the meaning of Article 14(3), in the process of bringing its laws into
conformity with the EC Gl Regulation upon accession to the EU earlier this year, Hungary adopted
amendmentsto its Law on the Protection of Trademarks and Geographical Indications that
demonstrate its understanding that Article 14(3) tracks the factors for determining whether a

(provided as Exhibit EC-9) does not say that the Council took into account factors other than the reputation, renown
and length of use of the trademark in reaching its decision to register the geographical indication. All it saysis that
"[i]n view of the facts and information available, it was. . . considered that registration of the name. .. was not
liable to mislead the consumer as to the true identity of the product.” Thisdoesnot in any way confirm that the EC's
interpretation of Article 14(3) is that applied in practice.

128 New Shorter Oxford English Dictionary (Fourth Ed. 1993), pg. 1503. Exhibit US-57.
127 Exhibit US-58.
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trademark iswell-known. In particular, Section 45(1)(c) of the amended Hungarian law reads as
follows:

ageographica indicator identical with or similar to aprevioustrademark if, with
regard to the awareness, reputation or duration of the presence of the trademark in
the market, the use thereof may result in the misleading of consumersin respect of
the origin of the goods,

shall be excluded from protection.'?®
The statement of ministerial reasoning accompanying Section 45 provides as follows:

The rule on the protection of a prior well-known mark corresponds to the relative
ground for refusal contained in Section 14(3) of EC Regulation 2081/92 on the
protection of geographica indications and designations or origin for agricultural
products and foodstuffs.'*

149. Thus, Hungary, an EC member State that — presumably in consultation and negotiation with
the EC — recently amended its law to make it consistent with the Gl Regulation, also considers that
the prerequisitesin Article 14(3) block the registration of a geographica indication that is confusing
only with respect to an identical or similar well-known trademark.**® Article 14(3) does not extend
the “likelihood of confusion” standard from TRIPS Article 16.1 to a// valid registered trademarks;
rather, it considers only a certain subset of trademarks that appear to correspond to the definition of
well-known marks.

150. Finaly, insight into the meaning of the prerequisitesincluded in Article 14(3) can bedrawn
from use of those criteriain EC law and jurisprudence. “Reputation,” one of the prerequisitesin
Article 14(3), is required by the EC Trademark Regulation and Trademark Directive to secure
heightened protection against uses of confusing identical or similar signs on dissimilar goods.**

128 An English Ianguage version of Section 45 is provided as Exhibit US-59. An English Ian?_uage version
of the predecessor to Section 45 (Section 106), before amendments aimed at implementing EC Regulation 2081/92
were adopted, is provided separately, as Exhibit US-60. The predecessor to section 45 (section 106) appears to have

been consistent with Article 16.1 of the TRIPS Agreement.

129 Emphasis added. An English language version of the ministerial reasoning accompanying the
amendments is included as Exhibit US-61.

130 This evidence also demonstrates that contrary to the EC’ s response to question 70 from the Panel
(paras. 172-174), the EC member States do not agree with the Commission’s submission to the Panel that the terms

of Article 14(3) are sufficient to prevent the registration of all confusing Gls.

131 See Council Regul ation_gEC No 40/94 of 20 December 1993 on the Community trade mark, as
amended, Articles 8(5), 9(1)(c) (Exhibit COM P-7.a); First Council Directive of 21 December 1988 to approximate

the laws of the Member Statesrelating to trade marks (89/104/EEC), as amended, Articles 4(3), 4(4)(a), 5(2)
(Exhibit COM P-6.4). Similarly, Article 14(3) of the EC GI Regulation isnot limited to the denial of registration for
a geographical indication proposed for use on products similar to those associated with a trademark of reputation,
renown and some length of use. Article 14(1) of Regulation 2081/92, for example, includes such a limitation, but
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The requirements for a trademark to be considered as having a“reputation” were set out by the ECJ
in Chevy.*® In Chevy, the ECIheld that “ reputation” requiresthat the trademark satisfy a
knowledge threshold requirement, or in other words that it enjoy a certain degree of knowledge
amongst the public.**®* The Court stated that the degree of knowledge must be considered to be
reached when the trademark is known by asignificant part of the public concerned.** In examining
whether this condition is fulfilled, the Court stated that a national court must take into account, in
particular, the market share held by the trademark, the intensity, geographical extent and duration of
its use, and the size of the investment made by the undertaking promoting it.*®

151. The“duration of use’ required to qualify for status as a trademark of “reputation” under the
ECJ stest in Chevy is particularly rdevant to Article 14(3), which also requires that to secure
refusal of registration of a confusing geographicd indication, atrademark must have been “used’
for some “length of time.”

152.  Although it undertakes a case-by-case analysis, the Office for Harmonization in the Internal
Market (Trade Marks and Designs) (“OHIM™) has found that use of atrademark in the market for
45 years (HOLLYWOOD)™*, 50 years (PLANETA)*¥" or more than 100 years (OLY MPIC)**® offers
astrong indication of reputation. Further guidance on the prerequisite of “length of time. . . used”
in Article 14(3) can be derived from the EC Wine Regulation.”* The Wine Regulation contains a
grandfathering clause for well-known trademarks.** The holder of a well-known registered brand
name for awine may continue to use that brand name if the brand name was registered at |least 25
years before the officia recognition of the geographical name and has been used without
interruption. At the very least, these sources indicate that the prerequisite of “length of time. . .
used” in Article 14(3) of EC Regulaion 2081/92 requires uninterrupted use for aconsiderable
number of years.

153. Thus, even assuming that Article 16.1 can be fulfilled by denying registration of confusing
geographical indications, Article 14(3) of the EC Gl Regulation, by requiring that the trademark
possess “reputation and renown” and “length of time. . . used,” requires considerably more than
that the trademark be validly registered for the owner to avail itself of TRIPS Article 16.1 rights.

Article 14(3) doesnot. Exhibit COMP-1.b.

_ 132 case C-375/97, General Motors Corp. v. Yplon SA (“Chevy”), judgment of 14 September 1999.
Exhibit US-62.

138 4., para. 22.

1d., para. 26.

1d., para. 27.
OHIM Resolution 105/1999 (availablein French only), pgs. 4-5. Exhibit US-63.

OHIM Resolution 2/2000 (available in Spanish only), pg. 11. Exhibit US-64.
OHIM Resolution 81/2000, pg. 8. Exhibit US-65.

Council Regulation No. (EC) 1493/1999 of 17 May 1999 on the common organisation of the market in
wine. See Annexes VII(F)(2) and VIII(H)(2) thereto, in connection with Article 47(2)(e). Exhibit US-66.

140

134

135
136

137
138

139

In Annexes VII1(F)(2) and VI11(H)(2) thereto, in connection with Article 47(2)(e).
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154. Thisisinconsistent with Article 16.1 of the TRIPS Agreement. Article 16.1 accords rights
to all registered trademarks, regardless whether they have acquired a “ reputation and renown,” and
regardless whether they have been “used” for any “length of time” whatsoever. Therefore —and
setting aside the critical point that TRIPS Article 16.1 accords trademark owners the right to prevent
uses of identical or similar geographicd indications, and not only registration of those sgns—
Article 14(3) isinsufficient to satisfy the EC’ s obligations under Article 16.1.

155. Itisaso important to note that — like the EC’ s novel reading of Article 12(1) of its Gl
Regulation — these proceedings mark thefirst time in which the EC has asserted that Article 14(3)
“says that the registration of ageographica indication shall berefused if itislikdy tolead to
confusion” with any registered trademark, and not just trademarks that hold reputation and renown
and have been used for some length of time.* As recently as March 2004, in a“Guide to
Community Regulaions,” the Commission explained Article 14(3) in the following terms:

Asageneral rule, under the EU regime, the registration of aconflicting trademark
does not prevent registration of the geographical name. Only in one circumstance,
referred to in Article 14.3, is the gpplication to register the geographicad name
refused. Thisisif, inthelight of the trademark’s reputation and renown and the
length of time it has been used, registration of a geographical name would be liable
to mislead the consumer as to the true identity of the product. In all other cases, the
name can be registered notwithstanding the existence of the registered trademark.***

156. The United States has added italicized emphasis to demonstrate that outside the context of
these proceedings, the Commission considers that Article 14(3) does not “say[] that the registration
of ageographicd indication shall be refused if it islikely to lead to confusion” with any registered
trademark.**®* Instead, the Commission considers that Article 14(3) will apply and the registration
denied “[0]nly in one circumstance” — where there is atrademark that possesses the requisite
reputation and renown and length of time used. In contrast, “[i]n al other cases,” the registration
will be granted, “ notwithstanding the existence of the registered trademark.”

157. Outside of these proceedings, therefore, the Commission’ s guidance on the EC Gl
Regulation is that the general rule (“all other cases’ apart from “one circumstance”) involving “the
existence of the registered trademark” —i.e., all cases not involving aregistered trademark that
possesses the requisite reputation and renown and length of time used — is tha Article 14(3) will not
apply, and that the registration will be approved “notwithstanding” the registered trademark. Thus,
although the EC here argues that “[i]t is not conceivable to the European Commission that it would,
in the interpretation or application of the Regulation, take a different approach to the oneit has set

141

142 EC Responses to Questions, para. 155.

Guide to Community Regulations, “Protection of Geographical Indications, Designations of Origin and
Certificates of Specific Character for Agricultural Products and Foodstuffs” (Working Document of the Commission
Services issued by the European Commission Directorate-General for Agriculture, March 2004), pg. 23 (emphasis
added). Exhibit US-24.

W EC Responses to Questions, para. 155 (emphasis added).
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out before the Panel,”** it appears that the Commission hasiitself already adopted one interpretation
or application of Article 14(3) before the Pand, and a different interpretation or application (one
that has the merit of being consistent with the text of Article 14(3)) when not before the Panel.

158. Nor isthisdispute uniquein that regard. As discussed abovein section Il, in the Petrotub
case at the ECJ, the Commission’s assertions to the ECJ concerning the requirements of EC law
directly contradicted the assurances it had given WTO Members the year before. Further, as
discussed above, when the appellants sought to rely on those assurances at the ECJ, the
Commission opposed the request, deeming them “irrelevant” *+°

159. Inthelight of what it termed the “irrelevant” assurances given to WTO Members, and the
attempt to exclude the assurances from EC court proceedings, the Commission’ s assurances to this
Pand on the meaning of Article 14(3) of the EC GI Regulation hardly inspire confidence. The text
of Article 14(3) speaks for itself, and, in the absence of specific convincing legal authority to the
contrary, that is the reading the Panel should adopt for the purposes of this dispute.**®

160. The EC also argues that unless Article 14(3) of the EC Gl Regulation is interpreted to
require the EC to refuse registration of any geographical indication that raises alikelihood of
confusion with respect to an identical or similar trademark, Article 7(4) of the Regulation would be
rendered “ pointless.” " Article 7(4) provides that “[a] statement of objection shall be admissible
only if it . . . showsthat the registration of the name proposed would jeopardize the existence of . . .
amark . ..” According to the EC, unless Article 14(3) is read to encompass the likelihood of
confusion standard, the Regulation would admit an objection on grounds that could not ultimately
serve as the basis to refuse registration.

161. To begin, asthe EC notes, Article 7(4) addresses what a trademark owner must esablish to
have its objection admitted. However, even if Article 14(3) wereto be interpreted in light of Article
7(4), asthe EC seems to suggest, the two provisions would still have to be interpreted cumulatively.
Thus, the standard in Article 14(3) (requiring rejection of proposed registrations that are “liable to
mislead” with respect to a well-known mark) would be interpreted in light of the admissibility
standard in Article 7(4) (allowing admissibility of objections to proposed registrations that would
“jeopardize the existence” of amark). Inthe EC sview, together these two standardswould
“encompass]] any instance of likelihood of confusion . . .”**® But to apply this combined Article
7(4)/Article 14(3) standard to all trademarks, as opposed to only those trademarks with “reputation

ﬂg EC Responses to Questions, para. 31.
Case 76/00 P. Petrotub, judgment of 9 January 2003, para 15 (Exhibit EC-17).

146 For example, the panel in US - Section 301 accorded particular credibility to the interpretation given by
the United States to its law because that interpretation was reflected in an authoritative statement of administrative
action ("SAA"), issued by the President prior to the dispute, and approved by the U.S. Congress. See U.S.
Responses to Questions, para. 4, citing Panel Report, US - Section 301 Trade Act, paras. 7.111 and 7.112.

147

148 EC Responses to Questions, para. 160.

EC Responses to Panel Questions, para. 169. The EC simply answersthat the “liable to mislead”
standard and the “jeopardize the existence” standard “encompass[] any instance of likelihood of confusion.”
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and renown” and “use” for some “length of time,” would not amount to a cumulative interpretation
of Articles 7(4) and 14(3). Rather, it would read the phrase “reputation and renown and the length
of time used” limitation out of Article 14(3) altogether. For the Panel to accept such areading
would not amount to an “objective assessment of the facts of the case” asisrequired by Article 11
of the DSU.**

162. Finally, the EC suggests that where the EC member States have been unable to agree on
whether to register a geographicd indication that has been the subject of an objection by a
trademark owner, Article 7(5)(b) of the EC GI Regulation overrides Article 14(3), and calls on the
Commission “to adopt a decision having regard to the ‘likelihood of confusion’ between the
proposed geographicd indication and any other marks.”**® This argument should be rejected, for
two reasons.

163. First, and as noted above with respect to Article 7(4), even under the EC's construction,
Article 7(5)(b) applies cumulatively with Article 14(3). Thus, even if Article 7(5)(b) meansthat in
some instances, the standard in Article 14(3) ("liable to mislead") would be interpreted in light of
the standard in Article 7(5)b ("likelihood of confusion™), the combined standard would not apply for
all trademarks. It would only apply with respect to those trademarks with "reputation and renown"
and "use" Thus, it would not satisfy TRIPS Article 16.1, which extends protection to all
trademarks.

164. Second, even if the EC’ s interpretation regarding the interaction between Articles 7(5)(b)
and 14(3) is correct, Article 7(5)(b), by its own terms, applies only in those situations in which the
EC member States are unable to agree. In all other situations, Article 14(3), which provides for the
refusal of registration only where a trademark meets the criteria of reputation, renown and length of
time used, would apply aone.

165. For al of these reasons, the Panel should reject the EC’ s assertion that the owners of prior
valid registered trademarks do not need the rights guaranteed by Article 16.1 of the TRIPS
Agreement, since Article 14(3) of the GI Regulation “says that the registration of a geographica
indication shall be refused if it islikely to lead to confusion with atrademark.”** Even if Article
14(3) could be interpreted in this way, as noted earlier, it would be insufficient to satisfy the terms
of TRIPS Article 16.1, which grants to trademark owners the right to prevent uses of confusing
identical or similar geographicd indications. In any event, the interpretation of Article 14(3)
offered by the EC in these proceedings is not supported by the text of the provison, and is
irreconcilable with the interpretation of the provison offered by the EC outsde the bounds of this
dispute. Article 14(3) merely empowers the EC authorities to refuse registration of a geographical
indication that, on its face, is misleading with respect to trademarks that enjoy reputation, renown
and use.

149 See U.S. Responses to Questions, para. 1.
150

151 EC Responses to Questions, para. 162.

EC Responses to Questions, para. 155.
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166. Thus, Article 14(3) will not stop registration of a// geographical indications that may be used
in a confusing manner with respect to identical or similar vaid registered trademarks. And use of
those confusing geographical indications that are registered is immune from the reach of TRIPS
Article 16.1. By virtue of the EC GI Regulation, even if the owner of a prior valid registered
trademark can prove that use of an identicd or similar geographical indication that has been
registered raises alikelihood of confusion, it cannot prevent continued use of that geographical
indication in amanner that resultsin alikelihood of confusion. Thisisinconsistent with the
obligations of Article 16.1 of the TRIPS Agreement.

C. The EC’s assertion that few trademarks that contain or consist of a
geographical indication are registrable is incorrect and irrelevant

167. Initsfirst written submission and its responses to the Panel’ s questions, the EC asserts that
few trademarks that contain or consist of a geographical indication will be distinctive and therefore
registrable. According to the EC, it will therefore only be therare occasion in which a conflict
would arise between avalid registered trademark and a registered geographicd indication.™** Asthe
United States noted in its oral statement,™ the United Statesis concerned with those trademarks
that contain or consist of a geogrgphical indication that are in fact registrable and validly registered,
however few their number. The owners of those trademarks must be accorded their Article 16.1
rights.

168. Moreover, the United States does not concede that the number of trademarks containing or
consisting of a geographical indication that are registrable is necessarily small. First, under Article
2(3) of the EC GI Regulation, non-geographical names are subject to registration as geographical
indications. Even if the EC believes that a trademark containing or consisting of a geographical
name would not qualify as distinctive, it presumably cannot easily extend that argument to
trademarks that contain or consist of a non-geographic name.

169. Second, it is simply untrue that valid registered trademarks cannot incorporate certain
“geographical” elements. The United States has cited to the hypothetical example of atrademark
for LUNA, in connection with cheese, and potentid regigtration of a geographicd indication for use
on cheese produced in Luna, Spain.™>* The United States has also cited to the example of FARO, a
registered Community trademark for coffee and tea, and potential registration of a geographical
indication for use on coffee produced in Faro, Portugal .**°

170. Thus, valid registered trademarks containing or consisting of a geographical indication exist,
and there is no evidence whatsoever that they are few in number. Even if the number of such
trademarks were small, however, the owners of all vaid registered trademarks must be granted their
TRIPS Article 16.1 rights. Under the EC GI Regulation, by contrast, the very best these trademark

152 EC First Written Submission, paras. 275, 278-285; EC Responses to Questions, para. 176.

U.S. Oral Statement, para. 49.
154 u.s. oral Statement, para. 50.

153

¥ us. Responses to Questions, para. 79.
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owners can hope for is the ability to continue selling products with their trademarks affixed. The
trademark owners cannot exercise the right to prevent uses of identical or similar geographical
indications, even if those uses confuse consumers.

D. Article 24.5 of the TRIPS Agreement is not an exception to the rights accorded
to trademarks

171. Asadefense against the daim that the Gl Regulation isinconsistent with the EC’s Article
16.1 obligations, the EC assertsthat Article 24.5 of the TRIPS Agreement specifically allows for the
type of “co-existence” of Gls and trademarks established by the GI Regulation.** The United States
has demonstrated that the EC’ sinterpretation is incorrect for multiple reasons, among them that
Article 24.5 is a clearly-labeled exception to the obligation to protect Glsin Part I, Section 3 of the
TRIPS Agreement.™™ An “exception” excepts or “exempts’ something from the “ scope of a
proposition”, which in this case is the scope of protection accorded to geographical indications.**®
The Appellate Body has interpreted provisions based on similar considerations of their place in the
overall structure of the covered agreement at issue, including consideration of the headings or titles
of sections.™*

172.  Accordingly, Article 24.5 provides an exception to the protection of Glsthat shields certain
trademarks; it is not an exception to the trademark obligations under Article 16.1 of the TRIPS
Agreement. The EC acknowledges that “Article 24.5 is not an ‘ exception’ to Article 16.1”*°, but
nevertheless advocates an interpretation of Article 24.5 that placesit in that position. The EC's
reasoning attempts to transform a provision that protects certain grandfathered trademarksinto a
provision that empowers it to prejudice trademarks.

173. Becausethe EC is attempting to use Article 24.5 as an affirmative defense to the violation of
Article 16.1 by the GI Regulation, the EC bears the burden of proof on thisissue.*** Thisfollows
from the Appellate Body' s guidance in Japan-Apples that “ athough the complaining party bears the
burden of proving its case, the responding party must provethe caseit seeksto makein
response.”**? Despite the EC’s implication to the contrary,'®® the fact that the United States referred
to Article 24.5 in its panel request does not change this burden, especially since the United States

156 EC First Written Submission, paras. 294-309; EC Response to Panel Question 76.

157 ys oral Statement, paras. 57-58; US Response to Panel Question 78.

18 seeUs Resgonse to Panel Question 78, at para. 59, citing New Shorter Oxford English Dictionary
(Fourth Ed. 1993), p. 872.

159 See Appellate Body Report, Canada-Dairy, para. 134 (“ A strong presumption arises that the language

which isinscribed in a Member’s Schedule under the heading, ‘ Other terms and Conditions’, has some qualifying or
limiting effect on the substantive content or scope of the concession or commitment.”); US Responses to Panel
Question 78, paras. 111-112.

160 gc Response to Panel Question 75, para. 197.
181 See US Response to Pand Question 75, paras. 91-92.
192 para, 154.

183 gc Response to Panel Question 75, para. 198.
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has made clear through its first written submission that it is not necessary for the Panel to even
consider Article 24.5 to find aviolation of Article 16.1, as Article 24.5 is an exception to Gl
protection, not trademark protection.’** Nevertheless, in light of the EC’ s reliance on Article 24.5
as adefense to the claim that the EC GI Regulation isinconsistent with Article 16.1, the United
States has provided a detailed interpretation of Article 24.5 consistent with the internaional
customary rules of treaty interpretation, considering the ordinary meaning of the provision, its
context, and the object and purpose of the Agreement.'®® This analysis demonstrates that the
statement in Article 24.5 that Members shall not implement the GI section in a manner that
“prejudice[g] . . . the validity of the registration of atrademark” requires that owners of
grandfathered trademarks continue to be accorded their Article 16.1 rights to prevent all others,
including GI right holders, from confusing uses.'®® Specifically, the ordinary meaning of “validity
of the registration of atrademark” refersto the possession of legal authority accorded by virtue of
the entrance of atrademark in aregister. Asthelegal authority accorded by trademark registration
isdefined in Article 16.1, it follows that the validity of atrademark registration will be “ prejudiced”
or damaged if aMember falsto allow the trademark owner to prevent al others from confusing
USES.

174. Moreover, Article 15.1 of the TRIPS Agreement clarifiesthat if asign is not capable of
“distinguishing the goods or services of one undertaking from those of other undertakings’ — either
inherently or through use — then it cannot constitute or function as atrademark, asit is not
considered “protectable subject matter”. The denia of the right to prevent confusing uses of the
trademark prejudices the ability to establish and maintain the trademark’ s ability to distinguish
goods of one enterprise from those of another and thereby prejudices its capability of “constituting
atrademark.”*®” Thisis another way in which depriving atrademark owner of hisright to prevent
confusing uses of similar or identical signswould prejudice the“validity of the registration of a
trademark.”

175. Indeed, the EC adopted this very view when it argued that the grounds for determining the
admissibility of objections to a Gl registration under Article 7(4) of the Gl Regulation — that it
would “jeopardize the existence . . . of amark” —*encompasses any instance of likelihood of

164 See, e.g., US First Written Submission, para. 142.

US Oral Statement, paras. 57-67; US Response to Panel Question 76.

16 y.s. Response to Panel Question 76, paras. 97-99.
167

165

For example, when considering the case of the “SL” trademark owned by M ercedes-Benz, and the
concurrent use by Fiat of that same sign, the German Federa Supreme Court stated that concurrent use by others of
Mercedes “SL” mark could put at risk the very existence of Mercedes' SL mark. Federal Supreme Court
(Bundesgerichtshot), Decision 06.12.1990 — Case No. 1 ZR 297/88 (“SL"), published in 11C 1992 Heft 02, 286. (" Of
more importance is, however, another aspect, which may determine not merely the reputation, but also the very
exigtence of the plaintiff's trademark. . . [I]t could be expected that other vehicle manufacturers might soon follow
the defendant's example [of concurrently using the trademark without permission]. . .. [A]s aresult, . .. the mark SL
would not merely be impaired but its essential function as the distinctive sign of the goods would be threatened, and
in the long term its very existence would be at risk.") Exhibit US-67.
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confusion between the proposed geographical indication and an earlier trademark”.*® If, according
to the EC, allowing confusing uses would “jeopardize the existence . . . of amark”, then allowing
confusing uses, contrary to Article 16.1 of the TRIPS Agreement, would also appear to “prejudice . .
. the vaidity of the registration of atrademark” under Article 24.5. '

176. The United States has also explained that the additional prohibition against “prejudice. . .
[of] the right to use atrademark” refers to the harm or damage to the permitted or forbidden activity
associated with the application of atrademark to its purpose.™ Based on the context of Articles
15.1 and 16.1 of the TRIPS Agreement, the purpose of atrademark isto dlow its owner to
distinguish the owner’ s goods from the goods of others, which requires that trademarks accord their
ownersthe right to prevent all others from uses that would cause alikelihood of confusion.™* Thus,
the “right to use” the trademark for its purposes encompasses the right to exclude others from using
the trademark.

177. The EC would convert an additional restriction on measures to implement the Gl section of
the TRIPS Agreement — that the GI not prejudice the right to use atrademark — into areduction in
the protection of trademarks. For the EC, Article 24.5 means that the measures can prejudice the
basic right of the trademark owner to prevent confusing uses of similar or identical signsthat result
in alikelihood of confusion with respect to the trademark. Thereis simply nothing in Article 24.5
that would support such a conclusion.

178. Evenif one were to resort to the negotiating history (and under the customary rules of
interpretation reflected in the Vienna Convention, one would not normaly have recourse to
negotiating history), as the United States has already noted,'"? the progress made between the

188 ec Response to Panel Question 68, para. 160.

189 |t atrademark is deemed invalid, and removed from aregister in jurisdictions in which ownership is

determined by registration, it can be said that it no longer exists, in particular in the ability of its owner to exclude all
third parties from using it. Moreover, “prejudice” and “jeopardize” have virtually identical meanings. The
definition of “prejudice” is“injury, damage, harm” (New Shorter Oxford English Dictionary (Fourth Ed. 1993), p.
2333.), while the definition of “jeopardize” is “put into jeopardy, endanger, put at risk”, and “jeopardy” refersto
“risk of loss, harm” (New Shorter Oxford English Dictionary (Fourth Ed. 1993), p. 1444.) Exhibit US-68.

0 yus. Response to Panel Question 76, para. 102.

. . 17_1 The Appellate Body in U.S. — Section 211 emphasized the importance of the exclusive nature of these
rights, finding that Article 16.1 confers on the owner of "registered trademarks an internationally agreed minimum

level of ‘exclusive rights' that all WTO M embers must guarantee in their domestic legislation", and that these
exclusive rights " protect the owner against infringement of the registered trademark by unauthorized third parties.”
Appellate Body Report, United States — Section 211, para. 186. See also Advocate General’s Opinion in Case
C-10/89, S4 CNL-Sucal NVv. HAG GFAG, delivered on 13 M arch 1990 [1990] ECR [-3711, at para. 19 (“A
trademark can only fulfil that role [i.e., to identify the manufacturer and to guarantee quality] if it is exclusive. Once
the proprietor is forced to share the mark with the competitor, he loses control over the goodwill associated with the
mark. The reputation of his own goods will be harmed if the competitor sells inferior goods. From the consumer’s
point of view, equally undesirable consequences will ensue, because the clarity of the signal transmitted by the
trademark will be impaired. The consumer will be confused and misled.”). Exhibit US-8.

72 y.s. Responses to Panel Questions, paras. 99, 104; US Oral Statement, paras. 64-65.
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Brussds draft and the Dunkel draft show that the language of Article 24.5 evolved from asimple
prohibition against invalidation or denial of registration (in the Brussels Draft) to a requirement that
Members not even "prejudice” the validity of the registration of the trademark. Further, this
prohibition on prejudice was extended to cover common law trademarks, and a prohibition against
prejudicing the right to use a trademark — on grounds of similarity with a Gl —was added. Nowhere
in this negotiating history — in which the scope of protection for certain trademarks was steadily
increased — is there any indication of an intention to permit the emascul ation of the very heart of the
trademark right.

179. The EC' sVienna Convention analysis of Article 24.5 is serioudy flawed. Starting with the
ordinary meaning, the EC inexplicably begins with the curious statement that “A ‘trademark’ is not
aright”, referring to Article 15.1 of the TRIPS Agreement for support.'”® Apparently, the EC makes
this statement in order to justify its argument that the word “trademark” should be understood
without regard to the trademark’ s inherent rights. But thisisincorrect. Article 15.1 explainsthe
types of “signs’ that are capable of constituting atrademark. In fact, the title of Article 15 is
"Protectable Subject Matter”, indicating what signs may be capable of functioning as trademarks if
they meet the criteriain TRIPS Article 15, i.e., the ability to distinguish goods, as well as any
statutory criteria under national law. Of course, asimple"sign" isnot aright. Theterm APPLE is
merely aword in the public domain that identifies atype of fruit. But once the term APPLE is used
as a source indicator and a quality guarantee for computers, it functions as a trademark.
Furthermore, once asignis registered as atrademark, Article 16.1 specifically states tha a
trademark accords to its owner certain “exclusive rights’. Thus, the EC’s conclusion that “the ‘right
to use atrademark’ istheright to useasign” is unsupported by the ordinary meaning of
“trademark”.

180. The EC attempts to support its “ ordinary meaning” interpretation of the phrase “right to use
atrademark” by reference to a WIPO publication that, according to the EC, breaks down the “right
to use the trademark” into two entirely separate elements — “the right to use the trademark” and “the
right to exclude others from using the mark”, where the former relates to the right to place the
trademark on labels, packaging, etc.'”* These statements are irrdevant and misleading. Not only
would a WIPO publication not be part of the “context” of the WTO agreements for purposes of a
Vienna Convention type of andysis, WIPO was not even purporting to interpret the ordinary
meaning of “right to use” in the context of Article 24.5 of the TRIPS Agreement. Moreover, the EC
appears to take these quotes out of context. In the two publications cited by the EC for the same
concept'”, WIPO explains as follows:

A trademark is any sign that individualizes the goods of a given enterprise and
distinguishes them from the goods of its competition. This definition comprises two
aspects, which are sometimes referred to as the different functions of the trademark,

3 ec Response to Panedl Question 76, at para. 200.

EC Response to Panel Question 76, paras. 201-202.
See EC First Written Submission, para. 303, n. 146; EC Response to Panel Question 76, paras. 201-202.

174

175
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but which are, however, interdependent, and for all practical purposes should
always be looked at together.*™

181. WIPO also states in both publications that "[i]t follows from the mark's basic function of
distinguishing the goods of its owner from those of others that he must be able to object to the use
of confusingly similar marks in order to prevent consumers and the public in general from being
misled. Thisisthe essence of the exclusive right afforded to the trademark owner by
registration."*”” Reading these two statements together, it is clear that WIPO considers that the right
to affirmatively use atrademark (i.e., to “individualize the goods of a given enterprise”’), and the
right to exclude dl others from confusing uses (i.e., to “ distinguish [goods] from the goods of its
competition”), are “interdependent, and for all practical purposes should always be looked at
together.”*”® The EC, however, ignores the interdependence of these two concepts, thereby
contradicting WIPQO'’ s own understanding that they should dways be considered together.

182. Asfor the protection in Article 24.5 against measures that “prejudice . . . the validity of the
registration of atrademark”, the EC has explained that atrademark is either vdid or invaid”,
thereby entirely ignoring the important effect of the word “prejudice” detailed by the United States,
aword that was specifically added by the drafters after the Brussels draft.

183. In examining the context, the EC repeatedly refuses to address the fact that Article 24.5isa
clearly-labeled “exception” to the Gl section.’® Instead, the EC argues that the interpretation by the
United States would result in a situation in which GI protection would be virtually meaningless, as
Gl owners would be “prohibited . . . from even using that indication.”*®* The EC apparently
misunderstands the scope of the rights accorded to trademark owners by Article 16.1, which
provides the right to prevent all usesthat “result in alikelihood of confusion.” Pursuant to the
proper interpretation of Article 24.5, Glsthat are identical or similar to trademarks can indeed be
used in an affirmative way, but only to the extent that they do not result in alikelihood of confusion
with respect to grandfathered trademarks.

184. Rather than addressing the negotiating history of Article 24.5 on its own terms, the EC
purportsto interpret Article 24.5 based on the negotiating history of an entirely different provision —

176 WIPO, Introduction to Intellectual Property Theory and Practice (Kluwer 1997), p. 184 (emphasis

added) (Exhibit US-69); WIPO, Introduction to Trademark Law & Practice: The Basic Concepts, A WIPO Training
Manual (1993), pp. 9-10 (emphasis added) (Exhibit US-70).

T WIPO, Introduction to Intellectual Property Theory and Practice (Kluwer 1997), p. 205 (emphasis
added) (Exhibit US-69); WIPO, Introduction to Trademark Law & Practice: The Basic Concepts, A WIPO Training

Manual (1993), p. 52 (emphasis added) (Exhibit US-70).

178,WIPO, Introduction to Intellectual Property Theory and Practice (Kluwer 19972, . 184 (emphasis .
added) (Exhibit US-69); WIPO, Introduction to Trademark Law & Practice: The Basic Con egts, A WIPO Training

Manual (1993), pp. 9-10 (emphasis added) (Exhibit US-70).

19 Ec Answer to Question 76, paras. 203-204.

EC Answer to Question 76, paras. 212-213.
EC Responseto Question 76, para. 212.

180
181
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Article 24.4.'% Article 24.4 provides an exception to Article 23 of the TRIPS Agreement, by
grandfathering certain uses of geographicad indications for wines and spirits, by persons other than
that GI right holders, that would otherwise be prohibited pursuant to Article 23 of the TRIPS
Agreement. Inits current form, Article 24.4 does not refer to trademarks.

185. Although, as pointed out by the EC, it istrue that the precursor to Article 24.4 specifically
referred to trademarks, it did so only as a subset of the broader category of geographical indications
“used with regard to goods originating outside the territory of the PARTY . . . by nationals or
domiciliaries of another PARTY.”*#® Unlike with Article 24.5 and its predecessors, trademark
rights were not the focus of Article 24.4. The phrase “including [use] as a trademark” simply
pointed to an example of the type of sign that might be affirmatively used. Thus, in this context, it
was logical to address the affirmative right to use signs or indications on labels, advertising, etc., as
the non-trademark ownersin the broad group of users addressed by the provision likely had no
intellectual property rights at all to address. The EC, however, somehow finds the possibility for
co-existence of trademarks and geographical indications where none existed, in an early version of
Article 24.4 that mentions trademarks only in passing. Moreover, as a clearly-marked exception to
Gl protection, there was nothing in the provision that would diminish the protection required by
Article 16.1.

186. Despite the EC’s explanation to the contrary, the removal of the specific reference to
trademarks in the Dunkel draft did not appear to have any practical effect on Article 24.4. The
drafterslikely decided that there was no need to specificaly mention the use of a Gl as a trademark,
given that it is already implied by reference to “continued and similar use of a particular
geographical indication”, where that affirmative use of atrademark was simply one of a number of
types of uses. It followsthat if the affirmative use of a Gl by others, whether or not any intellectual
property rights were involved, is grandfathered, then affirmative use of atrademark must also be
grandfathered. Why should trademarks be at a disadvantage to users who have no intellectual
property rights at all. Thus, the referenceto trademarks in the prior version of Art. 24.4 was simply
superfluous, as there is no reason to believe that affirmative use of trademarks is now excluded from
its scope.

187. Inaddition, however, even if the added prohibition in Article 24.5 on prejudicing the “right
to use” atrademark includes the affirmative right to use the trademark in connection with goods,
this added prohibition does not eliminate or reduce the prohibition on prejudicing the right to
exclude others from using identica or similar signs. Contrary to the EC’ sclaims,'® there is nothing
duplicative about protecting both the trademark owner’ s right to exclude others from using identical
or similar signs and protecting that owner’ s right to use the trademark in commerce. To the
contrary, including both protections ensures that the implementation of the Gl obligations does not

182 gc Response to Question 76, paras. 216-219.

188 Gervais, The TRIPS Agreement — Drafting History and Analysis, Excerptions from the Brussels Draft,
Paragraph 1 (Prior Version of Article 24.4), pages 201-2. Exhibit US-71.

18 ec Responses to the Panel’s Questions, para. 207.
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prejudice the trademarks falling under Article 24.5.

E. Article 24.3 of the TRIPS Agreement does not permit or mandate the EC’s
violation of Article 16.1 of the TRIPS Agreement

188. The EC arguestha Article 24.3 of the TRIPS Agreement requires the EC to deprive
trademark owners of their Article 16.1 rights. In doing so, however, the EC isforced to ignore
critical elements of the ordinary meaning of the provision, as well asits context and the object and
purpose of the TRIPS Agreement. In particular, the EC entirely ignores the first four words of
Article 24.3.

189. Article 24.3 begins with the phrase “In implementing this Section”, and then proceeds to
detail what a Member shall not do “In implementing this Section”. The EC’ sreading of Article
24.3, in addition to ignoring the fact that it is a clearly-marked exception to Gl protection,
transforms the language “ In implementing this Section” into “In implementing this Agreement.” As
detailed herein, these have two very different meanings.

190. The phrase “this Section” refersto Part 11, Section 3 of the TRIPS Agreement — the GI
section. It follows that Article 24.3 does not establish any limitations on what Members must do in
implementing other sections of the TRIPS Agreement, such as the trademark or copyright sections.
For example, Article 24.3 does not say that * In implementing the trademark section (Section 2), a
Member shall not diminish the protection of geographica indications. . .”.

191. Indeed, with respect to the GI Regulation, in implementing the trademark section of the
TRIPS Agreement and Article 16.1 thereof, the EC was in fact required to amend the Gl Regulation
in order to comply with the obligations of that Section. Pursuant to Article 1.1 of the TRIPS
Agreement, Members are permitted to implement more extensive protection than required by the
TRIPS Agreement, “provided tha such protection does not contravene the provisions of this
Agreement.” The United States has shown that the extensive protection provided to Gls by the Gl
Regulation does, in fact, contravene the provisions of the TRIPS Agreement — specifically, Article
16.1. Asdetailed above, Article 24.3 does not provide an exception to a Member’s obligations
under Article 16.1.

192. Asdetalled inthe oral statement of the United States, the EC misconstrues Article 24.3 to
create amaor and permanent exception to not just the trademark section, but to every other section
of the TRIPS Agreement. Under the EC s interpretation, a Member has an obligation to apply all
aspects of apre-TRIPS Gl regime to all Gls—including those registered after 1 January 1996 — even
though that means that the Member will never, for instance, fully implement the rights granted
trademark owners by Article 16.1. To illustrate, the EC’ s reading would mean that a country
acceding to the WTO could permanently avoid the results of its TRIPS negotiations on trademark
protection by introducing a “ co-existence” regime the day beforeits accession took effect. Indeed, a
Member could have introduced a Gl protection system under which dl similar trademarks,
regardless of when registered, had to be invalidated, regardless of any other WTO obligation. This
would have provided aroad map for Membersto avoid the disciplines of the TRIPS Agreement, as
the TRIPS Agreement text, and Article 24.3 in particular, was essentially agreed to by December
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1991, three years before the WTO Agreement came into force.’®

193. Under the EC’ s expansive reading of Article 24.3 —requiring afreezing of GI protection
systems regardless of any WTO obligation (and not just the Gl obligations) — aMember could put
in place a Gl “protection” regime that exempted Gl owners from the copyright and patent
disciplines, or, indeed, any other WTO obligations, and then point to Article 24.3 as a broad
exception to those obligations. Contrary to the customary rules of treaty interpretation, this would
permanently render redundant parts of the TRIPS Agreement, and would lead to manifestly absurd
results.’®® For instance, aWTO Member could deny copyright protection to any film that used the
word “parmesan” in connection with any product other than the product qualifying in the EC for
that name, and claim that Article 24.3 granted an exception to copyright protection.

194. The EC responds that Article 24.3 islimited in scope because it relates only to measures that
“diminish the protection of geographical indications’, where protection should be narrowly defined
in such away tha it relates to trademarks, but not to patents or copyrights (or, presumably, any
other WTO rights and obligations).’®” The EC states that “[i]n order to ‘ protect’ geographical
indicationsit is not necessary, for example, to limit patent rights or copyrights.”**® But Article 24.3
isnot limited to measures that are “ necessary” to protect geographical indications. by the EC’'s
reading, it Ssmply creates a broad exception for any protection provided to Gls.

195. Evenif Article 24.3 applied only to measures “ necessary” to protect Gls, however, the EC
has not explained why — and thereis no evidence that — “ protection of geographical indications’
makes it “necessary” to eliminate Article 16.1 trademark rights for trademarks that are not
misleading or otherwise subject to invalidation pursuant to the Gl Section (Section 3) of the TRIPS
Agreement.

196. Finally, the EC contends that the phrase “ protection of geographical indications that existed”
in Article 24.3 applies to systems of protection, rather than to the protection of individual
geographicd indications.*®® In support, the EC states that “existed” modifies the term “protection”,
rather than the term “geographical indications’, and further points out that “geographical
indications” is not premised with the word “the.” At best, the EC has demonstrated that thetext is
ambiguous as to whether the emphasisis on “protection” or “geographical indications.” For
example, although the EC contends that the absence of the word “the” prior to the term
“geographical indications’ indicates that it does not refer to individual geographical indications, the
Spanish version does, in fact, premise the phrase “indicaciones geogréficas’ with theword “las’
(Spanish for “the”). The use of the word “existia’ does not take away from this important fact.
Similarly, in the French version, the word “des’ means “of tz¢” in English.

185 The Gl Regulation entered into force ayear and a half later, on June 5, 1993

18 Vienna Convention, Article 32(b).

187 gc Response to Panel Quegtion 74, para. 196.

188

189 EC Response to Panel Question 74, para. 196.

EC Response to Panel Question 74, paras. 187-193.
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197. Moreover, it is not determinative that the subject of the verb "existed" is "protection”, and
not "geographical indications." "Protection” could just as easily mean protection as it relates to
individual geographical indications, asit could mean the general scope or level of protection
overal. Indeed, it isimportant to note that Article 24.3 does not refer to the "scope of protection” or
"level of protection,” which isinherent in the EC's interpretation.

F. The EC has not shown that the GI Regulation’s treatment of trademarks
constitutes a limited exception within the meaning of Article 17 of the
TRIPS Agreement

198. The EC argues tha "co-existence" — by which it means the inability of atrademark owner to
prevent infringing uses of identical or similar geographical indications — constitutes recourse to the
"fair use of descriptiveterms" limited exception included in Article 17 of the TRIPS Agreement.'®
The EC implies that there is support for this propasition based on the fact that U.S. law includes a
“fair use of descriptive terms’ exception.’®* The United States notes that U.S. law with respect to
thisdispute isirrelevant, but the way in which theissue was raised is instructive for the Panel and
for that reason, the United States will address the reference.

199. TheEC iscorrect that the U.S. Lanham Act provides for “the use of aterm . . . otherwise
thanasamark . .. of aterm ... which is descriptive and used fairly and in good faith only to
describe the goods . . . of such party, or their geographica origin.”*** There are two critical
differences, however, between U.S. law and the EC’ s apparent view of TRIPS Article 17. U.S. law
requires that the alleged infringer relying on the fair use defense must be able to show that he or she
isusing the term “otherwise than as amark.”*** Because a“mark” functions as a distinctive
identifier of a source of goods coming from a particular undertaking, the use of aterm in commerce
as such adistinctive source identifier that infringesthe prior trademark would not be allowed, in
U.S. law, under the fair use defense. To be dlowed under U.S. law, the use must bein a
non-trademark sense, or in other words, in a non-distinctive sense.***

200. The second critical difference between U.S. law and the EC’s apparent view of Article 17 is
that U.S. law callsfor a case-by-case analysis of whether the particular use of asign @ issuein a
given caseisin fact "far use of adescriptive term”, with an examination of whether the useisin a

190 EC First Written Submission , para. 318. While agreeing that it has the burden of demonstrating that

the EC GI Regulation satisfies the limited trademark exception in Article 17, the EC failsto meet that burden. EC
Response to Panel Question 75, para. 199.

1 EC First Written Submission, para. 318 (note 154).
192 Section 33(b)(4) of the US Lanham Act (15 USC 1115(b)(4)). Exhibit EC-6.

193 15 U.S.C. Section 1115(b)(4).

194 Because Gls are intellectual property rights for purposes of the TRIPS Agreement, they are not merely

descriptive terms, asthe EC claims, or they would not be protectable. They are protectable under the TRIPS
Agreement because they are indicators of geographic origin where a given reputation, quality or other characteristic
is essentially attributable to that geographic origin - something more than just a mere place name. Therefore, if used
as a Gl - which under U.S. law means used asa mark or indicator of source or some other characteristic other than
merely a place name - they are not "descriptive" terms.
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non-trademark sense, whether there is good faith use, and other factors.**® The EC, by contragt,
apparently considers that every use of aregistered geographical indication that is similar or identical
to aregistered trademark is automatically “fair use of a descriptive term,” by virtue of the ssimple
fact that the geographical indication has been registered.

201. The United States has explained that a blanket inability of trademark ownersto prevent
confusing uses of registered Gls does not constitute a“limited exception” within the meaning of
Article 17 of the TRIPS Agreement."® The same phrase in TRIPS Article 30 has been interpreted
by the panel in Canada — Patent Protection “to connote a narrow exception — one which makes only
asmall diminution of the rightsin question.”**"  With respect to the exception to patent rights (i.e.,
Article 30), the panel agreed with the argument presented by the EC in that case that the term
“‘limited’ isto be measured by the extent to which the exclusive rights of the patent owner have
been curtailed.”**®

202. TRIPSArticle 17 further provides that exceptions must “take account of the legitimate
interests of the owner of the trademark.”*® Ininterpreting the phrase “legitimate interests” with
respect to TRIPS Article 13, in the copyright context, the U.S. — Section 110(5) panel found that one
way to look at “legitimate interests is the economic value of the exclusive rights conferred” by the
intellectual property right on its holder.”® Moreover, Article 17 provides that the limited exception
must take account of the interests “of third parties.” Among such third parties are consumers that
are likely to be confused by the use of asign, including of a geographical indication, that is identical
or similar to aregistered trademark.

203. Applying thisanalysis, the inability of atrademark owner to prevent a competitor from using
an identical or similar sign in the course of trade could, in most cases, destroy the economic value
of the trademark by severely curtailing the “ economic value of the exclusive rights conferred.” The
Gl Regulation places no limits on the manner in which a geographicd indication can be used.
Instead, the Regulation calls for s multaneous use of trademarks and conflicting registered Gls

% Theal Regulation would similarly have called for a case-by-case analysis, had the EC not specifically

rejected a proposed amendment by the Committee on Legal Affairs and the Internal Market of the European
Parliament that would have incorporated the substantive disciplines of trademark law, including the fair use
exception, into the GI Regulation. See U.S. Oral Statement, at para. 75, citing Opinion of the Committee on Legal
Affairs and the Internal Market for the Committee on Agriculture and Rural Development on the proposal for a
Council regulation amending Regulation (EEC) No 2081/92 on the protection of geographical indications and
designations of origin for agricultural products and foodstuffs, European Parliament, 2002/0066(CNS) (10
September 2002), pp. 13-14. Exhibit US-21.

1% y.s. oral Statement, paras. 74-75.

Panel Report, Canada — Patent Protection, para. 7.30. Although the panel, in Canada — Patent
Protection, was interpreting Article 30 of the TRIPS Agreement, it noted that all of the exception clausesin the
TRIPS Agreement (Articles 13, 17, 26.2 and 30) were derived from the same model — Article 9(2) of the Berne
Convention for the Protection of Literary and Artistic Works. Id. at para. 7.71 n. 420.

198 1d., para. 7.31.
199 .
Emphasis added.
20 panel Report, U.S. — Section 110(5), para. 6.227.
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without taking “account of the legitimate interests of the owner of the trademark and of third
parties.”

204. A limited exception to trademark protection, such as that provided by a“fair use of
descriptive terms” exception should take into account the legitimate interests of the trademark
owner and of third parties. It should be possible to inform consumers about the origin of a product
and its characteristics through the use of descriptive termsin a non-trademark sense without
affirmatively confusing the consumer about the source of the goods. It is possible simultaneously to
protect the legitimate interests of the consumer, the Gl owner, and the trademark owner.

205. TheEC also argues that with "co-existence,”" thereisonly a"limited" exception because the
trademark owner's Article 16.1 rights are violated "only" by those qualified to use the GI.**
However, providing protection to trademark owners against all but "one" type of use (i.e., use of
geographical indicationsin any way), as the EC proposes, does not provide for alimited exception.
The blanket "exception™ granted by the EC isin no sense "limited" or tailored whatsoever to the
legitimate interests of the particular trademark owner involved. Furthermore, there are no limits on
the number of potential Gl right holders for each individual Gl. Under the EC's proposed "limited"
exception, atrademark owner may be forced to allow concurrent use by tens, hundreds, or even
thousands of Gl right holders that cause alikelihood of confusion with respect to the trademark.

206. The United States also notes that even under the EC's own interpretation of Article 17, the
EC fails to acknowledge that non-geographic names are subject to registration under Article 2(3) of
the Gl Regulation (e.g., Feta). The EC has not explained how the Article 17 fair use exception
could apply to non-geographic terms.

207. Finally, the EC asserts that the GI Regulation takes into account the legitimate interests of
the trademark owner and of third partiesin three ways.® First, the EC states as follows:

[E]ven if Article 14(3) of Regulation 2081/92 does not avoid completely the
registration of confusing trademarks, it would at the very least prevent the most
significant cases of confusion, in the interest of both the trademark owner and the
consumers.

208. Inother words, the EC appears to be arguing that diminishing Article 16.1 rights for all
trademarks other than well-known marks constitutes a"limited exception™. But well-known marks
constitute a narrow subset of all trademarks protected by Article 16.1. And Article 17 addresses
"limited exceptions to the rights conferred by atrademark”, implying an analysis for each
trademark, rather than general exceptions to a broad class of trademarks (in this case, all trademarks
that are not well-known). As noted above, thisisin sharp contrast to the EC GI Regulation, which
offers a blanket exception that is not limited to the legitimate interests of the particular trademark
owner involved.

21 ec Responses to Panel Questions, para. 317.

22 c Responses to Panel Questions, para. 319.
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209. Next, the EC states that geographicd indications serveto provide valuable information to
consumers, and thereby "take account of the legitimate interests. . . of third parties.” This statement
isincorrect. This dispute concerns the very situation in which aregistered Gl is used in amanner
likely to result in confusion vis-a-vis a prior trademark. Thiswill harm theinterests of consumers,
contrary to the claims of the EC, as they will purchase products tha they do not intend to purchase
because of confusion over the name.

210. Lastly, the EC states that the legitimate interests of trademark owners and third parties are
taken into account by EC legiglation, because use of the registered Gl is subject to EC legidlation on
labeling and misleading advertising, and by member State laws on unfair competition. Here the EC
does not even pretend to consider the interests of trademark owners or of third partiesin the manner
required by TRIPS Article 17. Instead of taking into consideration the |legitimate interests of the
owner of “the” trademark that may be subject to fair use — as required by Article 17 —the EC
proposes a blanket exception to a broad class of trademarks (here, all prior, registered trademarks
that co-exist with registered Gls). The fact that certain acts that constitute trademark infringement
may also be subject to prohibition under other EC or member State legislation is simply not reevant
to a determination as to whether the infringement of a given trademark by a given use is subject to
the fair use defense.

211. Insum, the EC isfar from sustaining its burden of proving that the EC Gl Regulation falls
within the “limited exceptions’ permitted under Article 17.

VIII. The EC GI Regulation is Inconsistent with Article 22.2 of the TRIPS Agreement

212. Asthe United States stated initsfirst written submission, the EC Gl Regulation failsin
several respects to provide the required legal means to interested parties with respect to geographical
indications.?®® First, as discussed above, because the Gl Regulation imposes requirements of
equivalence and reciprocity and requires certain inspection structures of the WTO Membersin which
the relevant geographical areaisfound, it does not make the legal means available to all interested
parties to protect their Gls, or to object to theregistration of misleading Gls. The EC’s only response
isthat there are no conditions of reciprocity and equiva ence imposed on WTO Members® The EC
makes no response with respect to the requirement for inspection structures. The United States
submits that these conditions do exist and that they mean that interested partiesin non-EC WTO
Members do not have the required legd means to protect their Gls or to object to the registration of
misleading Gls.

213. Similarly, the United States argued that the requirement that nationals of non-EC WTO
Members cannot apply for registration and protection, or object to a Gl registration directly, but must
rely on the active participation and involvement of their home government is also afalureto provide
the required legal means®® The EC’s only responseis that thisis a*“ reasonable procedure and

203 paras. 171 - 183.

EC First Written Submission, para. 423.
U.S. Firgt Written Submission, para. 177.
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formality” under Article 62.1 of the TRIPS Agreement. With all due respect, that is beside the point.
Many nationals of non-EC WTO Members are ssmply unable to meet the conditions for registration
or objection, because of factors that are out of their control. These interested parties do not have the
legal means to register and protect their Gls, or to object to the registration of a Gl, because the EC
has failed to provide those legal means to them. Thisfailureisinconsistent with Article 22.2 of the
TRIPS Agreement.

214. The United States dso argued that the Gl Regulation appears to require an economic interest
in the EC as a prerequisite to filing an objection,® whereas Article 22.2 of the TRIPS Agreement
provides that legal means must be provided to all interested parties, including those with an
economic interest outside the EC. The EC’ s response is to deny that there is any such requirement.
The United States requests, therefore, that if the Panel agrees that there is such a requirement, that
the Panel make afinding that it isinconsistent with Article 22.2.

215. Finaly, the U.S. argued that, whereas Article 22.2 obligates the EC to provide interested
parties with the legal means to prevent misleading uses of geographical indications, the Gl
Regulation only permits objections on the grounds that the registration would “ jeopardize the
existence of an entirely or partly identicad name or of a mark or the existence of products which have
been legally on the market for at least five years.”*" Plainly, aregistered name might be misleading
without necessarily satisfying the high standard for objectionsin the GI Regulation, so these grounds
are narrower than permitted under Article 22.2. The EC counters that such a name would not be
registered if it were misleading.”® But this argument ignores the fact that it is the interested parties
who should be provided the legal means to prevent such uses under Article 22.2, arequirement that
cannot be satisfied by a conclusory and basel ess statement that no “misleading” geographical
indications would be registered in the first place.

216. Finaly, the EC notes, at paragraph 433 - 436 of itsfirst written submission, that the EC Gl
Regulation is not the only means to protect geographical indications, that there are various labeling,
advertising, trademark, and unfair competition laws that achieve the same purpose. But this
argument ignores two facts. First, with respect to the registration of Gls, according to Article 2(1) of
the GI Regulation, the GI Regulation specifies that EC protection of geographical indications of
agricultural products and foodstuffs “shall be obtained in accordance with this Regulation.” It does
not appear to permit EC protection of geographical indications to be obtained through other means.
Second, with respect to objections to Gl registrations, once a Gl is registered on an EC-wide basis,
there appearsto be little opportunity for ainterested party to prevent the uses of that GI under the
national laws of EC member States or under EC or national trademark rules. Indeed, the EC has not
provided any evidence to support its defense that other EC laws meet the EC’ s obligations under
Article 22.2. Without such evidence, the EC’ s defense can only be seen as a concession that the Gl
Regulation does not meet the requirements of Article 22.2.

206y s. First Written Submission, para. 181.

U.S. First Written Submission, para. 182.
EC First Written Submission, para. 432.
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217. Consequently, the Pand should find that the EC GI Regulation isinconsistent with Article
22.2 of the TRIPS Agreement.

IX.  The EC GI Regulation Is Inconsistent with the Enforcement Provisions of the TRIPS
Agreement

218. The United States explained, in paragraphs 184 - 188 of itsfirst written submission, that the
EC GI Regulation isinconsistent with various TRIPS Agreement requirements to enforce intellectual
property rights, because it denies trademark owners their Article 16.1 rights and fails to provide
interested parties with the required legd meansto prevent misleading uses of geographical
indications or acts of unfair competition. Consequently, with respect to these infringements of
intellectual property rights, the GI Regulation fails to make fair and equitable enforcement
procedures or judicial review available (Articles 41.1, 41.2 and 41.4), including civil judicial
procedures (Article 42), and fails to provide injunctive relief (Article 44.1).

219. Thethrust of the EC’ sresponse is that the enforcement obligations of the TRIPS Agreement
do not apply to the Gl Regulation — that the GI Regulation is a procedure for the acquisition of
intellectual property rights, not for enforcement.”® But the United States submits that, if a measure
makes unavailable to rightholders the required enforcement procedures and remedies to prevent and
deter infringements of covered intellectual property rights, that measure is inconsistent with the
obligation under TRIPS to make such procedures and remedies available. The United States requests
the Panel to so find with respect to the EC Gl Regulation.

X. Conclusion

220. For the reasons s&t forth in this second submission, as well as the reasons set forth in the U.S.
first written submission, the U.S. oral statement at the first Panel meeting, and in the answersto the
Panel’ s questions, the United States requests that the Panel find that the EC Gl Regulation is
inconsistent with the EC’ s obligations under the TRIPS Agreement and the GATT 1994, and to
recommend that the EC bring its measure into conformity with those requirements.

29 EC Firgt Written Submission, paras. 358 et seq.



