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I. INTRODUCTION

1 The EC's Geographical Indications (“GI”) Regulation® sets up aregime for the protection
of geographical indicationsin order to realize and maximize what it considers to be substantial
benefits for those producing and selling qudified agricultural products and foodstuffs in the EC.
Unfortunately, the Regulation suffers from significant defects. First, while making these benefits
easily available to EC nationals and products, it erects very significant —indeed, nearly
insurmountable — barriers against many non-EC nationals and products.

2. Second, and importantly for all owners of registered trademarks — both U.S. and
European — the Gl Regulation grants this protection at the expense of trademark rights that the
EC is specifically obliged to guarantee under the TRIPS Agreement.?

3. The EC must, under the TRIPS Agreement, offer certain protections for geographical
indications. It is not, however, permitted to do so in a manner that discriminates against non-EC
nationals and products, nor isit permitted to do so at the expense of its TRIPS Agreement
obligations with respect to trademarks.

4, This submission detals how the EC’'s GI Regulation is inconsistent with the TRIPS
Agreement and the GATT 1994° because of its discrimination against non-EC nationals and
products. It isinconsistent with the national treatment obligations of the TRIPS Agreement and
the Paris Convention,* both of which require national treatment asto “nationals’ of other WTO
Members. It isalso inconsistent with the national treatment obligations of the GATT 1994 with
respect to products from other WTO Members. Further, the Gl Regulation is inconsistent with
the obligation to provide most favored nation (“MFN") treatment with respect to nationals of
other WTO Members, under the TRIPS Agreement, and with respect to products of other WTO
Members, under the GATT 1994,

5. Next, and directly contrary to the express obligations of the TRIPS Agreement with
respect to trademarks, the EC’s GI Regulation denies the owner of aregistered trademark his
exclusive right to prevent all third parties from using similar or identical signs for goods or
services that are identical or similar to those covered by the trademark registration —including

! J.e., the measure at issue in this dispute: Council Regulation (EEC) No. 2081/92 of July 14, 1992 on the
protection of geographical indications and designations of origin for agricultural products and foodstuffs, as
amended, and itsrelated implementing and enforcement measures. Inthissubmission, referencesto the “Gl
Regulation” or the “EC Gl Regulation” are references to this measure, which includes both Regulation 2081 and its
related implementing and enforcement measures. References to particular articles of the Gl Regulation are
references to Regulation 2081/92 itself, as most recently amended, provided as Exhibit COM P-1.b.

2 Agreement on Trade-Related Aspects of Intellectual Property Rights.
3 General Agreement on Tariffs and Trade (1994).

4 Paris Convention for the Protection of Industrial Property, done at Paris, March 20, 1883, as revised at
Brussels, December 14, 1990, at Washington, June 2, 1911, at The Hague, November 6, 1925, at London, June 2,
1934, at Lisbon, October 31, 1958, and at Stockholm, July 14, 1967. References to the Paris Convention are, unless
otherwise indicated, to the Stockholm Act of this Convention (1967). The Paris Convention Article 2 national
treatment obligation isincorporated into the TRIPS Agreement by Article 2.1 of the TRIPS Agreement.
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geographical indications —where such use would result in alikelihood of confusion. For
example, the owner of aregistered trademark must, under the TRIPS Agreement, be able to take
action against another producer selling an identical product, labeled with an identical name
(protected as a geographical indication after the trademark registration), on the same shelf asthe
trademarked product. That owner cannot take such action under the EC GI Regulation.

6. Finaly, as detaled further below, the EC Gl Regulation failsto provide interested parties
with the legal meansto protect their geographical indications, as required by the TRIPS
Agreement.

7. Consequently, the EC GI Regulation is also inconsistent with obligations under the
TRIPS Agreement to enforce intellectual property rights.

I1. PROCEDURAL HISTORY

8. On June 1, 1999, the United States requested consultations with the EC, pursuant to
Article 4 of the DSU® and Article 64 of the TRIPS Agreement regarding the GI Regulation.®
Consultations were held on July 9, 1999, and thereafter, but failed to resolve the dispute.

9. On April 4, 2003, the United States supplemented its request for consultations with a
request for additional consultations with the EC pursuant to Article 4 of the DSU, Article 64 of
the TRIPS Agreement, and Article XX11 of the GATT 1994.” The Government of Australia also
requested consultations with the EC, and joint consultations were held on May 27, 2003, which
also failed to resolve the dispute. Consequently, on August 18, 2003, the United States requested
the establishment of a panel, with standard terms of reference.® Australia aso filed arequest for
the establishment of apand, with standard terms of reference, on the sameday.® At the meeting
of the WTO Dispute Settlement Body (“DSB”) on October 2, 2003, the DSB established asingle
panel pursuant to Article 9.1 of the DSU, with standard terms of reference, to examinethe U.S.
and Australian complaints.’

10.  The panel was composed on February 23, 2004."*

5 Understanding on Rules and Procedures Governing the Settlement of Disputes.
® WT/DS174/1 (June 1, 1999).

" WT/DS174/1/Add.1 (April 4, 2003).

8 WT/DS174/20 (August 19, 2003).

® WT/DS290/18 (August 19, 2003).

0 Dispute Settlement Body: Minutes of Meeting Held on 2 October 2003, WT/DSB/M/156, circulated
November 10, 2003, para. 33.

U WT/DS174/21; WT/DS290/19 (February 24, 2004).
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11. On March 3, 2004, the EC requested that the Panel issue separate panel reports with
respect to the complaints filed by Australia and the United States, pursuant to Article 9.2 of the
DSU. On April 23, 2004, the Panel confirmed that it would submit separate reports on this
dispute.

III. FACTS

12.  The EC GI Regulation lays down the rules for the protection of geographical indications
of agricultural products and foodstuffs intended for human consumption throughout the member
States of the EC.*? It provides, in Article 2(1), that Community protection for geographical
indications of agricultural products and foodstuffs shall be obtained in accordance with the
Regulation, and establishes a comprehensive system for the registration and protection of Gls, as
well as for objecting to the registration of Gls.

13.  According to its preamble, the Gl Regulaion is aresponse to aconsumer market that is
increasingly willing to pay premium prices for agricultural products and foodstuffs with an
identifiable geographic origin. For those producers able to register such designations of origin at
the member State level, according to the preamble, this enables producers of qudifying products
to secure higher incomes. The EC Gl Regulation recognizes this benefit for qualifying products
and producers and extends this benefit in a uniform manner throughout the EC.

14. Under the GI Regulation, a geographical indication is defined as the name of aregion, a
specific place or, in exceptional cases, a country, used to describe an agricultural product or a
foodstuff:

€) originating in that region, specific place or country, and
(b) which possesses aspecific quality, reputation, or other characteristics attributable

to that geographic origin and the production and/or processing and/or preparation
of which take place in the defined geographical area®

12 Article 1(1) of the GI Regulation. Exhibit COM P 1.b. To avoid confusion, this submission will refer to
countries that are part of the European Communities as “member States”, as distinguished from WTO Members.

13 Article 2(2)(b) of the GI Regulation. The Gl Regulation also appliesto a narrower category of
geographical source indications, i.e., “designations of origin”, defined in Article 2(2)(b). The distinction between
the broader category of “geographical indications” and the narrower category of “designations of origin” is not
relevant for purposes of this submission, since the Gl Regulation applies equally to both. Therefore, the United
States will refer in this submission to both categories collectively as “geographical indications” or “Gls". Further,
there are obvious differences between “geographical indications” as defined in the EC G| Regulation and
“geographical indications” as defined in the TRIPS Agreement. The use of the same term to describe both in this
submission is not meant to imply that the definition in the EC GI Regulation is consistent with the definition in the
TRIPS Agreement.
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15. In order to use a protected geographic indication, a product must comply with the relevant
specification, as provided for in Article 4(2) of the GI Regulation.*

Registration

16. Under Article 5 of the GI Regulation, a person or a group of producers and processors
may apply for ageographical indication —i.e., aqualifying “name’ — with respect to the products
which they “produce or obtain” by sending the application to “the Member State in which the
geographical areaislocated.”

17.  Thus, under Article 5, only persons or groups producing or obtaining products in the EC
may file an gpplication for a Gl registration, and only products “produced or obtained” in the EC
may be the subject of the registration.

18.  The application must be accompanied by a“product specification” that includes
information, not just on the product itself, but on how it is produced, as well as the details of the
government inspection structuresin place to ensure compliance with the specifications™ To
summarizethe details provided in Article 4 of the GI Regulation, the product specification must
include, at a minimum:

(@ name of the product, including the Gl

(b) description of the product and its physical, chemical, microbiological and/or
organoleptic characteristics

(© definition of the geographical area

(d) evidence that the product originates in the geographical area

(e description of the method of obtaining the product and information concerning
packaging, if the group making the request determines and justifies that the
packaging must take place in the geographic area

() detail s bearing out the link with the geographical environment or origin

(9) details of inspection structures required by Article 10 of the Gl Regulation
(Article 10 contains detailed rules concerning inspection structures that the

government must maintain in order to register a Gl, and requires that any private
inspection body approved by a member State must comply with EC standard EN

14 Article 4(1) of the GI Regulation.
15 Article 4(2) of the GI Regulation.
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45011. This standard does not gppear to be available from public sources,'® and
the United States is unaware of any “equivaent” standard approved for non-EC
countries, referenced in Article 10(3)).

(h)  specificlabeling details
(1) requirements laid down by EC or member State provisions.

19.  Under Article 5(5) of the GI Regulation, the EC member State is required to forward the
application to the EC Commission, if the application satisfies the requirements of the GI
Regulation.

20.  After verification that the application for registration meets the formal requirements of
the GI Regulation, and assuming the application withstands objections, if any, the geographical
indication is entered in the “ Register of protected designations of origin and protected
geographical indications” maintained by the Commission and published in the Official Journal of
the European Communities.

21.  Article 12(1) states that the Gl Regulation “may apply” to agricultural products or
foodstuffs from other WTO Members —i.e., producers and processors in another WTO Member
may apply to register the Gl associated with products in that Member —only if that WTO
Member:

(@ can give guarantees identical or equivalent to thosereferred to in Article 4 (i.e.,
with respect to the product specifications and inspection procedures required by
the EC);

(b) has inspection arrangements and a right to objection equivalent to those laid down
in the EC GI Regulation for EC Gls; and

(© is prepared to provide protection equivalent to that available in the EC to
agricultural products and foodstuffs from the EC (i.e., offersreciprocal treatment
to EC products).

22. In other words, in order to benefit from the Gl Regulation, aWTO Member must adopt a
system for GI protection that is equivalent to that in the EC, that is, a system (i) under which the
WTO Member can provide guarantees equivalent to those in the Gl Regulation that its Gl

8 The United Statestried unsuccessfully to obtain this standard from public sources, although it appears
that it may be available for purchase from national members of the European Committee for Standardization. See,
e.g., http://www.cenorm.be/cenorm/standards drafts/index.asp

17" Article 6(4) of the GI Regulation.
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products meet the EC product specificationsin Articles 4 and 10 of the Gl Regulation, (ii)
providing objection rights equivalent to those in the Gl Regulation, (iii) providing for interna
Inspection structures equivalent to those in the EC, and (iv) providing Gl protection to EC
products that is equivalent to that available in the EC. Further, these conditions require
“reciprocity”: the EC will register and protect Gls associated with products from another WTO
Member only if that WTO Member provides “equivalent” Gl protection in its own territory to
“corresponding” products from the EC.

23.  Under Article 12(3), upon request of the WTO Member concerned, the EC examines
whether aWTO Member satisfies the above conditions “as aresult of its national legislation.”
Only if it does so is registration and protection available in the EC under the GI Regulation for
products from that WTO Member.

24.  Article 12a sets out application procedures for producers and processors from other WTO
Members satisfying these conditions of equivalency and reciprocity. It requiresthose producers
and processors to submit an application to the “authorities’ in the relevant WTO Member, and
requires the WTO Member, before submitting the application, to “ consult” with any EC Member
State that has a geographical area or atraditional name connected to that area with the same
name asisin the application.”® It also requires the WTO Member to determine whether the
application satisfies the requirements of the GI Regulation. It then requires the WTO Member to
describe the basis for protection of the Gl in that WTO Member, and declare that it hasin place
the sameinspection structures required of EC member States. Next, the WTO Member is
instructed to forward the application and accompanying documentation to the Commission.

25.  Article12(2) requires that any use of a geographical indicationin connection with
products of other WTO Members can be authorized only if the country of origin “is clearly and
visibly indicated on the label.”** Thereisno similar requirement with respect to products of EC
member States.

Objections

26.  “Legitimately concerned” natural or legal persons that reside or are established in a
member State of the EC may object to a proposed registration under Article 7(3) of the Gli
Regulation. Only persons who can demonstrate a “legitimate economic interest”, however, are
authorized to consult the application.* Statements of objection are admissible? if they
demonstrate that a proposed registration (a) does not qualify for protection pursuant to the

18 1t is not clear how third country officials become aware that such a situation exists.
2 It is unclear under the Regulation whether this applies to all third country Gls.
2 Article 7(2) of the GI Regulation.

2L |t appears from the context of Article 7 of the GI Regulation that this means that the objection is eligible
for consideration by the EC Commission.
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Regulation (e.g., for failure to meet the definition of geographical indication in the Gl
Regulation); (b) would “jeopardize the existence of an entirdy or partly identical name or of a
mark or the existence of products which have been legdly on the market for at least five years’
prior to publication of the application; or (c) is of ageneric name.”? The person objecting must
file the statement of objection with the member State in which that person is resident or
established. That member State then may object to the registration within six months of
publication of the application.”

27. By contrast, under Articles 12b and 12d, just asin the case of registration, it appears that
persons from another WTO Member can object to an applicaion for Gl registration only if that
WTO Member satisfies the conditions of equivalency and reciprocity laid down under Article 12.
Further, they may not submit their objections directly to an authority in the EC, such asthe
Commission or even to an EC member State, which is required to evaluate the objections
pursuant to the Gl Regulation and has a long-established internal mechanism for working with
the Commission on these matters. Rather, they must submit their objection to the WTO Member
in which they reside or are established, which then is supposed to decide whether to forward the
objection to the Commission. In addition, only a person from athird country that has a
“legitimate interest” may object to aregistration, and only those with a“legitimate economic
interest” are authorized to consult the application.?* Thisisin contrast to objections from
persons resident or established in an EC member State, who need only be “legitimately
concerned.”®

Scope of protection

28.  Thevery broad scope of protection for registered geographical indicationsis set out in
Article 13(1) of the Gl Regulation, which states that

Registered names shall be protected against the following:

@ any direct or indirect commercial use of a name registered in respect of
products not covered by the registration in so far as those products are comparable
to the products registered under the name or insofar as using the name exploits the
reputation of the protected name;

(b) any misuse, imitation or evocation, even if the true origin of the product is
indicated or if the protected name is translated or accompanied by an expression
such as‘style’, ‘type’, ‘method’, ‘as produced in’, ‘imitation’ or ‘similar’;

2 Article 7(4) of the GI Regulation.

2 Articles 7(1) and 7(2) of the GI Regulation.
2 Article 12d(1) of the GI Regulation.

% Article 7(3) of the GI Regulation.
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(© any other false or misleading indication as to the provenance, origin,
nature or essential qualities of the product, on the inner or outer packaging,
advertising material or documents relating to the product concerned, and the
packing of the product in acontainer liable to convey afalseimpression as to
origin;

(d) any other practice liable to mislead the public as to the true origin of the
product.

29.  Article 13(2) also provides that protected names may not become generic, i.e., become
the “common name” of an agricultural product or foodstuff.?

30. In addition, only products qualified to use a registered Gl may include the official EC
“GI” symbol or logo on its labels, packaging, and advertising materids.?

31 Finally, Article 14 specifically addresses trademarks in the context of Gls. Article 14(2)
providesthat if the use of certain prior trademarks “engenders one of the situations indicated in
Article 13", they “may continue to be used notwithstanding the registration of” a geographical
indication. The Gl Regulation failsto providethe owner of avdid prior trademark the right to
prevent the use of a Gl that resultsin alikelihood of confusion with respect to the trademark.

IV.  THE EC GI REGULATION IS INCONSISTENT WITH THE EC’S
OBLIGATIONS UNDER THE TRIPS AGREEMENT AND THE GATT 1994

A. The EC GI Regulation is inconsistent with the EC’s obligations to provide
national treatment

32. TheEC GI Regulation isinconsistent with two different national treatment obligations
under theWTO Agreements. The first isthe obligation to provide national treatment with
respect to the nationals of other WTO Members under Article 3.1 of the TRIPS Agreement, and,
through its incorporation by Article 2.1 of the TRIPS Agreement, Article 2 of the Paris
Convention. The second isthe obligation to provide national treatment with respect to the
products of other WTO Members, under Article Il of the GATT 1994. This section addresses
each of these inconsistencies separately below. Section A.1 immediately below addresses the Gl
Regulation’ s inconsistencies with the national treatment obligations of the TRIPS Agreement and
the Paris Convention. Section A.2 then addresses the Gl Regulation’ s inconsistencies with the
national treatment obligations of the GATT 1994.

% See Article 3(1) of the GI Regulation.

27 Article 5a of Commission Regulation (EEC) No. 2037/93 of 27 July 1993, laying down detail ed rules of
application of Council Regulation (EEC) No. 2081/92 on the protection of geographical indications and designations
of origin for agricultural products and foodstuffs (“Commission Regulation 2037/93”). Exhibit COM P-2.a.
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1. The EC GI Regulation is inconsistent with the EC’s national
treatment obligations with respect to nationals of other WTO
Members under the TRIPS Agreement and the Paris Convention

a. The national treatment obligation under the TRIPS Agreement
and the Paris Convention

i. Introduction

33.  Thenational treatment obligation has been a standard e ement in intellectual property
agreements for over 120 years, dating from 1883, when the Paris Convention was first
concluded.”® The Appellate Body called it a“fundamental principle of the world trading
system”? and noted that the framers of the TRIPS Agreement not only incorporated the national
treatment obligations of the Paris Convention directly into the TRIPS Agreement, but also saw
fit, in addition, to include an additiona provision on national treatment in the TRIPS Agreement.
“Clearly,” the Appellate Body concluded, “this emphasizes the fundamental significance of the
obligation of national treatment to their purposes in the TRIPS Agreement.”* The Appdlate
Body continued:

Indeed, the significance of the national treatment obligation can hardly be
overstated. Not only has the national treatment obligation long been a cornerstone
of the Paris Convention and other international intellectual property conventions.
S0, too, has the national treatment obligation long been a cornerstone of theworld
trading system that is served by the WTO.

Aswe seeit, the national treatment obligation is a fundamental principle
underlying the TRIPS Agreement, just asit had been in what is now the GATT
19943

34.  Thereisaconsiderable body of GATT and WTO dispute settlement reports that have
considered the national treatment obligation in Article 111 of the GATT 1994. But there has been
only one dispute raising the national treatment obligation in the context of the TRIPS Agreement
and the Paris Convention.** Therefore, this dispute represents only the second time that the
TRIPS Agreement and Paris Convention obligations with respect to this “fundamental principle
of the world trading system” will be clarified.

B See Gervais, Daniel, The TRIPS Agreement: Drafting History and Analysis, Sweet & Maxwell (2nd
Edition, 2003) , p. 98. Exhibit US-1.

2 Appellate Body Report, U.S. — Section 211, para. 233.

% Appellate Body Report, U.S. — Section 211, para. 239 - 240.
31 Appellate Body Report, U.S. — Section 211, paras. 241 - 242.
2 lLe., US. — Section 211.
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ii. Article 2 of the Paris Convention

1) The ordinary meaning of the terms in Article 2
of the Paris Convention

35.  Article2.1 of the TRIPS Agreement directly incorporates many provisions of the Paris
Convention, including the national treatment obligation in Article 2 of the Paris Convention:

Nationals of any country of the Union shall, as regards the protection of industrial
property, enjoy in all the other countries of the Union the advantagesthat their
respective laws now grant, or may hereafter grant, to nationals; all without
prejudice to the rights specifically provided for by this Convention.
Conseguently, they shall have the same protection as the latter, and the same legal
remedy against any infringement of their rights, provided that the conditions and
formalities imposed upon nationals are complied with.

36.  Article 2(2) of the Paris Convention specifies, in addition, that no requirement of
domicile or establishment shall be imposed on nationals of other Members as a prerequisite for
the enjoyment of any industrid property right.

37. In the Paris Convention, “industrial property” is understood “in its broadest sense” .
“Protection of Industrid property”, for which Members must provide national treatment,
includes, among its “objects’, trademarks, indications of source or appellations of origin, and the
repression of unfair competition,* and applies specifically to agriculturd industries and all
manufactured and natura products.®

38.  Theprotection of “indications of source” isdarified in Article 10 of the Paris
Convention, which provides that remedies be made available to “interested parties’ against goods
bearing false indications as to their source. “Interested party” includes any producer of goods
located in the locality falsely indicated as the source (or located in the region where such locality
is situated) or any producer located “in the country where the false indication of sourceis used”.*
Similarly, Article 10bis, which addresses unfair competition, requires Members to assure
nationals of al other Members effective protection against unfair competition, which includes
“indications or dlegations the use of which in the course of trade is liable to midead the public
as to the nature, the manufacturing process, the characteristics, the suitability for their purpose, or
the quantity, of the goods.”

3 Article 1(1) of the Paris Convention.
3 Article 1(2) of the Paris Convention.

% Article 1(3) of the Paris Convention. Examples given include grain, fruit, cattle, mineral waters, beer,
flowers, and flour.

% Article 10(2) of the Paris Convention.
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39.  Therefore, with respect to the Paris Convention, national treatment “as regards the
protection of industrial property” includes national treatment as regards the right of all interested
parties, regardless of nationality, to prevent false indications that certain goods come from the
region in which those interested parties produce goods or tha the goods possess certain
characteristics.®” Further, this protection with respect to indications of source and unfair methods
of competition is not limited to situations in which theregion falsely indicated as the sourceisin
the territory in which thefalse indication is used. Rather, it includes situations where that region
—inwhich interested parties produce goods — is outside that territory (e.g., aregionin the
territory of another Paris Convention Member).*® It is this protection, which concerns false
indications of source and unfair methods of competition in relation to any region in which
interested parties are producing goods, that is subject to the national treatment obligation. Of
course, a Member may impose substantive and procedural requirements for obtaining this
protection on interested parties. But whatever requirementsare in place with respect to
indications of source and unfair methods of competition, they have to provide the same
advantages to non-nationals as they do to nationds.

40.  Thisisclear from the language of the national trestment obligation itself, in Article 2(1)
of the Paris Convention, which provides that, as regards the protection of indications of source
and unfar competition, among other industrial property:

Nationals of any country of the Union shall . . . enjoy in all the other countries of
the Union the advantages that their respective laws now grant, or may hereafter
grant, to nationals . . . Consequently, they shall have the same protection as the
latter, and the same legd remedy againg any infringement of their rights.

41.  Theordinary meaning of thesetermsis that, whatever advantagesa Member grantsto its
own nationals with respect to the industrial property rights at issue, must also be granted to the
nationals of other Members. This obligation does not dictate the substance or procedures of a
Member’slaws on intellectual property. It requires only that, whatever a Member’ s substantive
rules or procedures — such as those of the EC’s GI system, with its particular processes — they
must result in the same advantages for nationals of other Members.

2) Relationship between Article 2(1) of the Paris
Convention and conditioning national treatment
on reciprocity and equivalence

42.  Theordinary meaning of the national treatment obligation speaks for itself: a Member
cannot deny to other nationals advantages that it grants to its own national s with respect to

87 See Articles 10 and 10bis(3) of the Paris Convention.

% Article 10 of the Paris Convention defines “interested parties” asincluding both producers in the locality
falsely indicated as the source, and those in the country where the false indication of sourceis used.
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indications of source and unfair competition. However, there are two specific concerns
underlying this obligation that are relevant to this dispute. First isthe concern that “ reci procity”
must not be a condition for protecting the industrial property of other Members nationds. a
Member must treat nationals of other Members at least aswell asit treas its own, regardless of
the treatment accorded by the other Membersto their own or other nationals.* The second is that
aMember may not require that other Members adopt particular substantive or procedural rules as
acondition for protecting the intellectual property rights of the nationals of those Members (i.e.,
“equivalence”).®

iii. Article 3.1 of the TRIPS Agreement

43.  Asthe Appellate Body recently noted, theimportance of national treatment in the TRIPS
Agreement is reflected in the fact that the framers of the WTO Agreement not only incorporated
the long-standing national treatment obligation in the Paris Convention directly into the TRIPS
Agreement, but they also added additional TRIPS Agreement-specific provisions that build on
the Paris Convention nationd treatment obligations.*

44.  Article3.1 of the TRIPS Agreement requires a WTO Member to “accord to the nationals
of other Memberstreatment no less favourable than that it accords to its own nationals with
regard to the protection of intellectual property.”** In that provision, “the term intellectual

% See, e.g., Bodenhausen, G.H.C., Guide to the Application of the Paris Convention for the Protection of
Industrial Property, United International Bureau for the Protection of Intellectual Property (BIRPI) (1969) (
reprinted (World Intellectual Property Organization) 1991), p. 12 (citing “the very important basic rule of the
Convention”, a principle which means that each Member must apply to nationals of other Members “the same
treatment as it gives to its own nationals, without being allowed to require reciprocity.” Emphasisin original.)
Exhibit US-2.

“0 The importance of these conclusions was made clear at the very first negotiating session for the Paris
Convention in 1880, where the concept of national treatment in intellectual property rightswas born. In the
welcoming remarks for that first session, the French Minister for Agriculture and Commerce stated that the
Conference could not achieve a complete international treaty of industrial property because of the difficulty of
unifying national laws. He concluded that the Conference should, therefore, strive to find the means to constitute a
union which, without encroaching on domestic legidation, would assure national treatment and lay down a number
of uniform general principles. Actes de Paris, 1880, pp. 14 - 17, at p. 16 (emphasis added). Exhibit US-3. In the
negotiations on the national treatment provision, the French negotiator who had prepared the initial draft emphasized
that, in order to be acceptable, the convention would have to respect the internal legislation of all contracting parties
to the extent possible, and to restrict it to an obligation to extend national treatment to foreigners. Actes de Paris,
1880, pp. 33 (emphasis added). Exhibit US-3. In the course of that discussion, the national treatment obligation was
clarified by the deletion of the word "reciproguement” from the original draft. Id., pp. 39 -45. Exhibit US-3. And
indeed, in subsequent revisions to this provision, severa proposalsto include a reciprocity element in the obligation
found no support and were withdrawn. For instance, a proposal by the United States to provide for the right to
impose upon nationals of the other countries the fulfillment of conditions imposed on its nationals by those countries
found no support and was withdrawn. Actes de La Haye, 1925, pp. 413 - 415 (First Sub-Committee). Exhibit US-4.

4l Appellate Body Report, U.S. — Section 211, paras 239 - 240.
2 Footnote omitted.
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property refers to al categories of intellectual property that are the subject of Sections 1 through
7 of Part 11"* of the TRIPS Agreement, which includes the categories “trademarks” (section 2)
and “geographicd indications” (section 3). “Protection” is broad in meaning, and includes
“matters affecting the availability, acquisition, scope, maintenance and enforcement of

intellectual property rights as well as those matters affecting the use of intellectual property rights
specifically addressed in this Agreement.”** The ordinary meaning of Article 3.1, therefore,
signifies a broad obligation for the EC to accord non-EC nationals no less favorable treatment
than it accords its own nationals with respect to the availability, acquisition, scope, maintenance
and enforcement of rights in geographical indications, as well as to those matters affecting the
use of geographical indications that are the subject of the TRIPS Agreement.

45, Under the TRIPS Agreement, these rights include the right, with respect to geographical
indications, for “interested parties’ to have the legal meansto prevent the use of designations on
agood that mislead the public as to the geographic origin of the good. Similarly to the Paris
Convention, thisincludes the right of all interested parties, regardless of nationality, to prevent
uses in one Member that, inter alia, mislead the public into thinking that a good comes from the
geographic region of the interested partiesin another Member. Thisreading is reinforced by the
definition of “geographical indications” in the TRIPS Agreement as " indications which identify a
good as originating in the territory of aMember, or aregion or locality in that territory. . .” .
Therefore, the national treatment obligation under the TRIPS Agreement is that, whatever
treatment a Member accords to its own nationals with respect to the rights in geographical
indications, it must accord treatment at |east asfavorable to nationals of other WTO Members,
This does not necessarily dictate how a Member provides for geographical indication protection,
and does not prevent a Member from imposing substantive and procedural rules with respect to
that protection. However, it does require tha, whatever those rules are, they do not result in less
favorable treatment of other Members' nationals.”

46.  Asinthe case of the Paris Convention national treatment obligation, implicit in the
TRIPS Agreement national treatment obligation is a prohibition on conditioning the treatment of
other Members' nationals on reciprocity or on other Members having a specific domestic regime
of protection. Indeed, the national treatment obligation is a recognition that, despite the many
substantive and procedural obligations in the TRIPS Agreement, not all aspects of the protection
of intellectual property rights are subject to specific obligations, and that the TRIPS Agreement
does not represent or require a complete harmonization of the Members intellectual property
laws. Theobligation isthat, whatever the rules are for aMember’s own nationals, including with

4 Article 1.2 of the TRIPS Agreement.
4 Article 3, fn. 3, of the TRIPS Agreement.

% Indeed, as stated in its preamble, one object and purpose of the TRIPS Agreement is to provide adequate
standards and principles concerning the availability, scope and use of trade-related intellectual property rights. Gl
rights are particularly “trade-related” to the extent they relate to the protection in one Member’s territory of Gls
indicating an area in another M ember’s territory.
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respect to aspects not harmonized by the TRIPS Agreement, they must treat other Members
nationals at |east as favorably.

47.  The context of the TRIPS Agreement national treatment obligation supports this reading.
Article3.1isin Part | of the TRIPS Agreement, entitled “ General Provisions and Basic
Principles’. The specific obligations with respect to each of the categories of intellectual
property are set out in Part 11: “ Standards Concerning the Availability, Scope and Use of
Intellectual Property Rights’. But the obligations specific to each of the seven categories of
intellectual property in Part |1 do not cover all procedural and substantive aspects of protecting
those intellectual property rights. For thisreason, Article 3.1 isagenera provision enunciating a
basic principle underlying the obligations that follow in Part 11 that, whatever the rules are with
respect to the protection of the seven categories of intellectual property — even with respect to
those rules that are not subject to specific obligations — they must not result in treatment for other
Members nationalsthat is less favorable than that accorded one’ s own nationals.

48. Further, another “general provision and basic principle” isin Article 1.1, which
specifically emphasizes that Members “ shall be free to determine the appropriate method of
implementing” the TRIPS Agreement. This provision recognizes that there are different ways to
implement the obligations of the TRIPS Agreement and that Members are not obligated to select
any particular means of implementation over another. Article 1.1 also permits Members to
implement more extensive protection than is required by this Agreement, but specifically
requires that any such more extensive protection not contravene the provisions of the Agreement.
Therefore, whatever means of implementation or extent of protection a Member chooses under
the TRIPS Agreement, it must not treat other Members' nationals less favorably than one’s own
nationals. This safeguard is critical, especidly in the area of geographic indications, in which
there is an acknowledged wide variety of mechanisms used to implement the obligations.*

49.  Article 1.1 of the TRIPS Agreement as a whole underscores the conclusion already
apparent from the ordinary meaning of Article 3.1 that a Member may not condition protection of
Gl rights on other Members having an equivalent system of protection: where the TRIPS
Agreement itself provides the freedom for Members to determine the appropriate method of
implementing its provisions, a particular Member cannot undercut this right by requiring a
particular method of implementation as a condition of protecting Gl rights. Again, thisprinciple
is especially significant in the area of geographical indications, where there is awide variety of
methods for implementing the TRIPS Agreement obligations.

50.  With respect to national treatment in the context of goods, under Article Il of the GATT
1994, as one panel noted, determinations as to whether imported “like products’ are being

% See, e.g., “Document SCT/6/3 Rev. on Geographical Indications: Historical Background, Nature of
Rights, Existing Systems for Protection and Obtaining Protection in Other Countries,” World Intellectual Property
Organization (WIPO) Document SCT/8/4 (April 2, 2002) (Exhibit US-5); “The Definition of Geographical
Indications,” WIPO Document SCT/9/4 (October 1, 2002) (Exhibit COM P-16).
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discriminated against must be made “in the light of the purpose of ArticleIll, which isto ensure
that internal taxes and regulations ‘not be applied to imported or domestic products so as to
afford protection to domestic production’. The purpose of Article Il is not to harmonize the
internal taxes and regulations of contracting parties, which differ from country to country.”*’” The
same istrue for the nationd treatment provision in the TRIPS Agreement.

51.  Theunderlying principle for the national treatment obligation was illustrated recently in
U.S. — Section 211. In that dispute, the panel recognized that, although the TRIPS Agreement
contained obligations on the kinds of signs that must be eligible to be trademarks, it did not
contain obligations with respect to who was the legitimate “owner” of atrademark under
domestic law. The particular ownership rules for trademarks — like many substantive and
procedural rules on intellectual property —were left to the domestic legislation of the Members.
After expressing concern about the potential for abuse through arbitrary national legisiation on
ownership, the panel noted that the TRIPS Agreement “is not without safeguards agai nst
potentid abuse”, specifically noting that “Articles 3 and 4 of the Agreement require a Member to
accord national and most-favoured-nation treatment to the nationals of other Members.”* In
other words, the panel, affirmed by the Appellate Body, found that the TRIPS Agreement had not
harmonized or imposed specific trademark ownership rules, but that the national treatment and
most-favored-nation obligations provided the necessary safeguards against abuse in those areas
where the TRIPS Agreement did not provide specific obligations.

iv. Conclusion with respect to Article 2 of the Paris
Convention and Article 3.1 of the TRIPS Agreement

52.  Insum, the right with respect to indications of source, unfair competition, and
geographical indicationsin the Paris Convention and the TRIPS Agreement includes the right of
interested parties with respect to designations that mislead the public in agiven territory into
thinking that a good comes from the region in which the interested party is established and
produces goods, and, in the case of geographical indications under the TRIPS Agreement, that
the good possesses the qualities, reputation, or other characteristic of products coming from that
geographic area. Thisright applies whether or not the interested party is established and
producing goods in the territory of the Member in which the mideading use is occurring. Itis
thisright in geographical indications and indications of source that is subject to the national
treatment obligation: whatever reguirements a Member has may not result in less favorable
treatment for other Members' nationals.

53. Moreover, the EC has an obligation under the TRIPS Agreement and the Paris
Convention to treat non-EC nationals at least as well as EC naionalsin dl matters pertaining to
the availability, acquisition, maintenance, and enforcement of rights in both non-EC and EC

4 U.S. — Malt Beverages, para. 5.25. Emphasis added.
“ Panel Report, U.S. — Section 211, para. 8.57.
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geographical indications and other types of indications of source, including with respect to the
ability of non-EC nationals to register and protect the indications of source and geographical
indications of goods they produce in their country of nationality from misleading and unfair uses
inthe EC. These national treatment provisions prohibit making the availability, acquisition,
maintenance, and enforcement of theserights for nationals of other Members contingent on
“reciprocity” by other Members. Further, these national treatment provisions prohibit making the
availability, acquisition, maintenance, and enforcement of rights for nationals of other Members
contingent on those other Members having a particular system of protection themselves. Indeed,
especially with respect to geographical indications, where there are numerous accepted methods
among the WTO Members of offering Gl protection, there is no requirement in the TRIPS
Agreement that aMember adopt a particular system of Gl protection.” Nor can asingle Member
impose such arequirement as a prerequisite for other Members' nationals to receive protection.
A Member cannot, through the sel ective withholding of rights from another Member’ s nationals,
obtain concessions from other Members that it was unable to achieve at the negotiating table in
the TRIPS Agreement. To the contrary, the national treatment obligation is clear: in all matters
pertaining, inter alia, to the availability, acquisition, enforcement and maintenance of rightsin
geographical indications located in the territory of WTO Members, non-EC nationals must be
accorded treatment at |east as favorable as EC nationals.

54. The EC GI Regulation falsflatly to meet this obligation.

55. In sections b and ¢ below, the United States describes in a unitary fashion how the EC Gl
Regulation isinconsistent with the national treatment obligations of the TRIPS Agreement and
the Paris Convention. As discussed above, however, there is a distinction between the relevant
rights in the Paris Convention and those in the TRIPS Agreement. “Protection of Industrial
property” under the Paris Convention has as its object “indications of source or appellations of
origin and the repression of unfair competition”, and so requires protection against direct or
indirect use of afalse indication of geographic source that may, inter alia, mislead the consumer
asto the characteristics of the goods. The TRIPS Agreement also covers indications of
geographic source where they rise to the level of “geographica indication” as defined in Article
22.1 of the TRIPS Agreement —i.e., where “agiven quality, reputation, or other characteristic of
the good is essentially attributable to that origin.” The Gl Regulation’ s rules with respect to
geographical indications are also rules with respect to indications of source and unfair methods
of competition. As such, they are subject both to the national treatment obligation of the Paris
Convention, which requires national treatment with respect to indications of source and unfair
methods of competition, and to the national treatment obligation of the TRIPS Agreement, which
requires national treatment with respect to Glsin particular.

56.  For ease of reading, therefore, in sections b and ¢ below, when reference is made to the
national treatment obligation with respect to Gls, it is understood to mean a reference to the

% See, e.g., WIPO Document SCT/8/4 (Exhibit US-5) and WIPO Document SCT/9/4 (Exhibit COM P-16).
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TRIPS Agreement national treatment obligation with respect to Gls, as well as the Paris
Convention nationd treatment obligation with respect to designations of origin and unfair
competition.

b. Non-EC nationals are accorded less favorable treatment than
EC nationals under the GI Regulation with respect to the
registration and protection of geographical indications.

i. Introduction

57.  The EC GI Regulation is entirely inconsistent with the national treatment obligations of
the Paris Convention and the TRIPS Agreement. Indeed, it specifically conditions Gl protection
on reciprocity and equivalence, two conditions that the national treatment obligation was
specifically intended to prohibit. Further, it runs directly contrary to the freedom that Members
have under Article 1.1 of the TRIPS Agreement to determine the appropriate method of
implementing the TRIPS Agreement. To summarize the details presented further below, the
explicit purpose of the Gl Regulation is to bestow numerous significant commercial and
competitive advantages on those entitled to register and use geographicd indications, including
higher profits, a coveted label, the ability to stop others from awide variety of uses, including the
use of words that even “evoke” the geographical indication, broad enforcement in all EC
Member States (both by government authorities on their own initiative, aswell as by right
holders), and guarantees against their registered name becoming generic, among other significant
benefits. These advantages are available immediately and uniformly throughout the EC, which
the EC itsdf recognizes isa significant advantage over attempting to seek protection separately
under the different laws of each of the EC member States (even assuming that thisis possible).

58.  Yet these advantages are not made available on the same terms to the nationals of all
other Members. EC nationals are permitted to register their home-based EC geographical
indications, and obtain all of the considerable competitive advantages touted by the EC, but U.S.
nationals (and nationals of most other WTO Members) are currently not able to register their
home U.S. geographical indications, and therefore cannot get any of the benefits of EC-wide Gl
protection summarized above. Thisis plainly inconsistent with the EC’s obligations under the
TRIPS Agreement and Paris Convention to treat U.S. and other WTO Member nationals at |east
as well as EC nationals with respect to the protection of rights in geographica indications.

59.  Further, taking the United States as an example, the only way that U.S. nationals might in
the future be able to register U.S.-based Gl s, and thus obtain the same EC-wide Gl protection for
their U.S.-based Gls as EC nationals havefor their EC-based Gls, isfor the United Statesto (a)
reciprocally grant equivalent Gl protection for agricultural products and foodstuffs coming from
the EC;* and (b) adopt a system for protecting geographical indications that the EC unilaterally

% Article 12(1) of the GI Regulation.
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decidesis equivalent to that in the EC, including equivalent inspection and objection systems.
As discussed above, such requirements are directly contrary, not only to the letter of the national
treatment obligation, but also to its specific objective of prohibiting the conditioning of national
treatment on reciprocity and equivalency. Further, it forces Members to adopt a particular set of
rules to implement the TRIPS Agreement, contrary to Article 1.1 of the TRIPS Agreement.
Instead of recognizing that there are many different ways to fulfill the TRIPS Agreement
obligations on Gls, the EC isin effect telling the United States that its nationals will not be able
to register their U.S.-based Gls in the EC and receive EC-wide protection for those Gls— as EC
nationals are permitted to do with respect to their EC-based Gls — unless the United States adopts
asystem for Gl protection that the EC judgesis equivalent to the EC system. In addition, only if
the United States agrees, through this EC-mandated system, to offer reciprocal protection to EC
products, will the EC dlow U.S. nationals protection with respect to their U.S-based Gls
comparable to what EC nationals already receive with respect to their EC-based Gls.

60.  These conditions simply cannot stand up in the face of the national treatment obligations
of the TRIPS Agreement and the Paris Convention.

ii. The EC GI Regulation accords less favorable treatment
to non-EC Nationals with respect to registration and
consequent protection

61. Thepreambleto the EC Gl Regulation specifiesthat its mgjor objective isto bestow a
competitive benefit on producers of products with registered Gls, recognizing that:

@ empirically, consumers are tending to attach greater importance to the quality of
foodstuffs, generating a growing demand for agricultural products or foodstuffs
with an identifiable origin;

(b) experience in the EC member States has been that agricultural products or
foodstuffs with aregistered and identifiable origin have proven successful for
producers of those products, who have thus been able to secure higher incomesin
return for improved quality; and

(c) in light of the diversity of national practices with respect to registered Gls, a
uniform approach will ensure “fair competition between the producers’ of
registered Gl products.

62.  The spedific advantages bestowed on producers of registered Gl productsare laid out in
the GI Regulation, including:
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@

(b)

(©)

(d)

()

The ability to register their Glsin the official EC-wide“ Register of protected
designations of origin and protected geographical indications” >

The right to use the protected geographical indication throughout the EC market
on productsthat qualify for the GI.%

Theright to use an official EC “symbol” or “logo” informing the consumer that
the product isaregistered Gl.>* Asthe relevant EC regulation explains, “[t]he
logo will allow producers of food products to increase awareness of their products
among consumersin the European Union. . . The presence of thislogoisa
genuine guarantee for all European consumers, making it clear that the specia
nature of this product liesinits geographicd origin. Because of this, products will
inspire more confidence. As producers, the logo provides you which [sic] a
marketing tool. You will be able to put the logo on the labels or packaging of
your products, and aso useit in your advertising.”**

A broad right to have that registered Gl protected throughout the EC, both
automatically, at the initiative of government authorities, as well as through
private rights of action,” against a broad range of competing and disparaging
uses.®

Protection from having the registered Gl become generic (which causes the
geographic indication to lose its value).’

€)) Non-EC National are accorded less favorable
treatment with respect to the registration and
protection of their non-EC-based GIs than EC
nationals are with respect to their EC-based GIs

63.  Plainly, the Gl Regulation offers significant advantages and favorable treatment to
producers of qualifying products with respect to the availability, acquisition, scope, maintenance,

a1

(&

53

1 Articles 6(1) - 6(4) of the GI Regulation.
2 Article 4(1) of the GI Regulation.
Article 5a of Commission Regulation 2037/93, p. 5. Exhibit COMP-2.a.

% Annex |l of Commission Regulation 2037/93. Exhibit COMP-2.a.

55

Review under Article 24.2 of the Application of the Provisions of the Section of the TRIPS A greement

on Geographical Indications, Responses to the Checklist of Questions, Addendum, WTO Council for Trade-Related
Aspects of Intellectual Property Rights, IP/C/W/117/Add.10, March 26, 1999 (“Article 24.1 Review”), Responses of
the EC to Questionsin Document IP/C/B nos. 1, 34, and 35.

% Article 13 of the GI Regulation.
5 Article 13(3) of the GI Regulation.
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and enforcement of rightsin Gls, as well as matters affecting the use of Gls. Unfortunately for
U.S. producers of quality products from U.S. regions, these considerable advantages with respect
torightsin Gls are available only for producers and processorsin the EC. Article 5(3) requires
that the application for the registration of a Gl be *sent to the member State in which the
geographicd areaislocated.” U.S. producersof quality productsfrom U.S. geographica areas,
therefore, cannot even file a registration application, because their Gl does not refer toaregion in
the EC.

64. Theonly avenueavailable to U.S. nationals to apply for GI protection with respect to
their U.S.-based Glsisin Article 12, which provides that the Gl Regulation may apply to goods
from third countries, including WTO Members, but only if that WTO Member satisfies certain
conditions. First, that WTO Member must adopt a system for GI protection that is equivalent to
that in the EC, that is, a system (i) under which the WTO Member can provide guarantees
equivalent to those in the Gl Regulation that its Gl products meet the EC product specifications
in Articles 4 and 10 of the GI Regulation, (ii) providing objection rights equivalent to those in the
Gl Regulation, (iii) providing for internal inspection structures equivalent to those in the EC,*
and (iv) providing Gl protection to EC products that is equivalent to that availablein the EC.
The required inspection structures, described under Article 10 of the GI Regulation, must satisfy
numerous specific requirements, incuding, if private bodies are responsible, compliance with
requirements laid down in other European standards.>® Second, any such WTO Members must
offer reciprocity: the EC will register and protect products from another WTO Member only if
that WTO Member is*“prepared to provide protection equivalent to that available in the
Community to corresponding agricultural products for [sic. “or”’] foodstuffs coming from the
Community.”

65. In other words, a U.S. national is not able to acquire, does not have available to him, and
is unableto enforce, the same rights to his U.S.-based Gls as EC nationals have with respect to
their EC-based GlIs, unless the United States (1) harmonizesits Gl protection system to that of
the EC (and, therefore drops its current system of protection through the certification and
collective mark system and creates two separate Gl protection systems, one specific to Gls, the
other trademark-based); and (2) offers reciprocity with respect to European products.

66.  Theserequirements of equivalency and reciprocity by a WTO Member as a condition of
granting Gl rights to nationals of that Member are inconsistent with, and indeed, directly contrary
to, the national treatment obligations of the TRIPS Agreement and the Paris Convention.

67.  Thisreading of the national treatment obligation is not unique to geographical
indications. For instance, in the area of trademarks, there are, in general, two recognized systems
for providing trademark protection among WTO Members. The EC bases trademark ownership

% Article 12(1) of the GI Regulation.
% Article 10 of the GI Regulation.
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on registration; the United States generally bases trademark ownership on use.®® The TRIPS
Agreement is designed to accommodate both systems, and neither is preferred.”* Y et the TRIPS
Agreement does contain an obligation, in Article 15, to make certain signs eligible for
registration as trademarks. It also requires, in Article 16.1, that the owner of aregistered
trademark be provided with specified exclusive rights to prevent certain uses of similar or
identicd signs. The EC could not, consistent with its national treatment obligations, withhold
from U.S. nationals the ability to register signs or to prevent confusing uses, simply because the
U.S. system of trademark protection is different from that of the EC. Nor could it refuse to allow
U.S. nationalsto register atrademark in the EC or to exercise its trademark rights unless the
United States agreed to permit EC nationals to base their U.S. trademark ownership on
registration in the United States, rather than use, contrary to the U.S. system of trademark
protection. In the area of trademarks, asin the area of geographicd indications, the EC simply
cannot condition intellectual property protection for aWTO Member’s nationals on that WTO
Member (1) adopting an EC-equivalent system of protection and (2) offering reciprocal
protection to EC products or nationals. As discussed above, both of these conditions on making
intellectual property protection available to U.S. nationals — equivalency and reciprocity — are
inconsistent with the EC’ s national treatment obligations. Thisisastruein the area of
geographical indications asit isthe in areaof trademarks.

68. Finally, even if anon-EC national succeedsin registering his home-based Gl in the EC,
heis still faced with treatment that is less favorable than that accorded his EC national
counterpart. Under Article 12(2) of the Gl Regulation, a nameregistered by such a non-EC
national will be authorized “only if the country of origin of the product isclearly and visibly
indicated on the label.” There is no such requirement with respect to the use of name by an EC
national with respect to his EC-based GlI.

2) The national treatment obligation in the context
of goods is instructive as to the GI Regulation’s
inconsistency with the national treatment
obligations of the TRIPS Agreement and Paris
Convention

69.  Thisconclusionisalso consistent with along line of adopted dispute settlement rulings
and recommendations with respect to national treatment in the area of goods under the GATT
1994. The Appellate Body noted in U.S. — Section 211 that the national treatment obligation isa
fundamental principle underlying the TRIPS Agreement, just asit wasin what is now the GATT

% E.g., Appellate Body Report, U.S. — Section 211, para. 199.

. Note, e.g., that Article 16.1, providing rights with respect to registered trademarks, states that those rights
shall not “affect the possibility of Members making rights available on the basis of use.” See also U.S. — Section
211, paras. 188, 199.
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1994.%> The Appdlate Body noted further that the language of Article 3.1 of the TRIPS
Agreement issimilar to that of Articlell1:4 of the GATT 1994, and stated that “the jurisprudence
on Article I11:4 may be useful ininterpreting the national treatment obligation in the TRIPS
Agreement.”® Indeed, one object and purpose of the TRIPS Agreement is to establish new rules
and disciplines “concerning the applicability of the basic principles of GATT 1994."% Asthe
Appellate Body itself has noted, national treatment is one of these principles.®

70.  Thedispute settlement history under Article II1 of the GATT 1994 does in fact offer some
useful guidance for this dispute. Both the Appellate Body and pane's have repeatedly established
that “[t]he broad and fundamental purpose of Article 1 [the national treatment obligation] isto
avoid protectionism in the application of tax and regulatory measures’®® Of course, the national
treatment obligation in the GATT 1994 applies to products and that in the TRIPS Agreement and
the Paris Convention appliesto nationals. But the general principleis easily extrapolated: the
national treatment obligation isintended to avoid protectionism with respect to the protection of
intellectual property rights.

71.  Tothisend, in the goods context under Article 11, the Appdlate Body has stated that it
will examine objectively the underlying criteria used in a measure, its structure and its overall
application to ascertain whether it is applied in away that affords protection to domestic
products® According to the Appellate Body, the protective gpplication of a measure “can most
often be discerned from the design, the architecture, and the revealing structure of a measure.”®
In the dispute Japan — Alcohol, such factors as the magnitude of dissimilar taxation between a
primarily Japanese-produced white spirit, shoju, and a primarily imported white spirit, vodka,
was considered evidence of a protective application.

72.  Similarly, inthe dispute Korea — Alcohol, the Appellate Body affirmed the panel’s
finding of aviolation of national treatment in Korea' s low taxes on soju and high taxes on other
types of alcohol. The Appellate Body noted with approval the Panel’s explanation that “[t]here
isvirtually no imported soju, so the beneficiaries of this structure are amost exclusively
domestic producers.”® In other words, the structure of the tax — although the rates were not
expressly based on the origin of the product — was such that the high taxes were imposed almost
exclusively on imported products.

2 Appellate Body Report, U.S. — Section 211, para. 242.

& Appellate Body Report, U.S. — Section 211, para. 242.

% Second paragraph, preamble, TRIPS Agreement.

% Appellate Body Report, U.S. — Section 211, para. 242.

% Appellate Body Report, Japan — Alcohol, page 16, citing U.S. — Section 337.

5 Appellate Body Report, Japan — Alcohol, page 29.

% Id.

® Appellate Body Report, Korea — Alcohol, para. 150, citing the panel report, para. 10.101.
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73. In Chile — Alcohol, the Appellate Body found that, even though Chile' s tax structure was
based on objective criteria—i.e., higher taxes were imposed on beverages with higher alcohol
content, and lower taxes on beverages with lower alcohol content — there was a violation of
national treatment because the lower tax rate ended at the point where most domestic products
were found, and the higher tax rate began at the point where most imports were found.™

74. In this dispute, applying the principles found in adopted dispute settlement rulings and
recommendations with respect to GATT Articlelll, the Gl Regulation’s protective structure is
plain. The Gl Regulation specifically recognizes the significant advantagesit is granting, then
systematically denies these advantages to nationals producing in their country of naionality when
that country does not adopt EC-style rules and promise reciprocal treatment.

75.  Similarly, just as the substantid difference between thetax rates on imported products
and domestic products was evidence of the protective nature of the measure in the Alcohol
disputes, the substantial differencein treatment between EC-based Gls and non-EC-based Gls—
one can be registered and protected on an EC-wide basis, and the other cannot — is evidence of
the protective nature of the Gl Regulation.

76.  Inaddition, the national treatment obligation with respect to goods under Article Il of the
GATT 1994 has been found to require “trestment of imported products no less favourable than
that accorded to the most-favoured domestic products.” ™ In this dispute, by analogy, the
treatment accorded to the most favored EC nationalsis the ability directly to register and protect
Gl products that they produce or obtain in their country of nationality under Article 5 of the GI
Regulation. By contrast, non-EC nationals producing or obtaining productsin their country of
nationality are faced with additional conditions, under Article 12, amounting to less favorable
treatment. Itisnot relevant that certain EC nationals—i.e., those producing or obtaining
products outside the EC — might be faced with these same conditions. Non-EC nationals are
entitled, not to the |less favorable treatment accorded some EC nationals, but to the treatment
accorded the most favored EC nationals. Thisis the treatment accorded to EC nationals who can
register and protect Gl productsthey producein their country of nationdity.

A3) The GI Regulation’s TRIPS-inconsistent
conditions for permitting the registration and
protection of GIs may be viewed as “extra
hurdles” faced by non-EC nationals

77.  The Appellate Body has been clear that a measure isinconsistent with national treatment
if it imposes an “extra hurdle’ on non-EC nationds that is not imposed on EC nationals.”” As

™ Appellate Body Report, Chile — Alcohol, para. 66.
™ U.S. — Malt Beverages, paras. 5.17, 5.33 (emphasis added).
2 Appellate Body Report, U.S. — Section 211, paras 260 - 268.
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discussed above, the requirementsimposed by the GI Regulation on non-EC nationas as a
condition of national treatment are not merdy an “extra hurdle’: they are themselves directly
inconsistent with the national treatment obligation. However, they also can be viewed as “ extra
hurdles” imposed on non-EC nationals, albeit “extra hurdles’ that are themselves inconsistent
with national treatment.

78.  The EC GI Regulaion plainly imposes a number of “extra hurdles’ on non-EC nationals
who wish to have their home-based Gls registered and protected under the Gl Regulation and
achieve the same protection asis accorded to EC nationals with respect to their EC-based Gls.
Thisregistration and protection goes to the avalability, acquisition, maintenance, and
enforcement, among other matters, of Gl rightsin the EC.

79.  Article 22.2 of the TRIPS Agreement requires Members to provide the legd means for
interested partiesto prevent misleading uses of Gls and any use constituting an act of unfair
competition under Article 10bis of the Paris Convention. The Gl Regulation does provide the
direct legal means for persons established in the EC to gpply for registration and havetheir EC-
based Gls protected on an EC-wide basis.”® By contrast, non-EC nationals hoping to have their
non-EC based Gls registered and protected face a number of additional hurdles. First, and
perhaps most significantly, under Article 12(1) of the GI Regulation, that national would have to
convince its government to adopt an EC-equivalent system of Gl protection (including extensive
inspection systems and the like), to offer reciprocal Gl treatment to EC agricultural products and
foodstuffs, and to take actions necessary to convince the EC, under Article 12(3), that its Gl
protection system and offer of reciprocity satisfy the EC’ s requirements. To achieve protection,
the WTO Member would have to actually take all of these steps, with all of the additional time,
effort, and expense that this entails. An EC national seeking to register its own EC-based GI
does not have to do any of thisto register and have protected its Glson an EC-wide basis.

80.  Indeed, as apracticd matter, non-EC nationals do not have the lega means to have their
non-EC-based Gl s registered and protected under the GI Regulation, and do not have any sure
way of obtaining those legal means. These interested parties ssmply are not in a position, either
to establish afull EC-style Gl system in their home country, or to provide reciprocal treatment.

81.  Second, even where this hurdle does not exist — where the EC has determined that the Gl
protection system of aWTO Member is equivalent to the EC system and where that Member
offers reciprocal treatment to EC products — the non-EC national still faces an extra hurdle not
faced by EC nationals. Unlike his EC-based counterpart, a non-EC national seeking protection
for his home-based Gl cannot apply for registration directly to the competent authorities in
Europe. Rather, he must petition his government to apply on his behalf. That non-EC Member
may have nether theinfrastructure nor the indination to satisfy the stringent EC reguirements
with respect to that application, which includes an independent analysis of whether the

" E.g., Articles 5 and 6 of the GI Regulation.
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application meets the EC’ s standards, possible consultations with EC Member States, the
development and submission of the legal provisons and the usage on which the Gl statusis
based, a declaration that the full EC-compliant inspection structures exist in that WTO Member,
and any other documents on which that Member’ s assessment was based.”

82. In other words, the GI Regulation has in place procedures, directly applicable to EC
nationals and member States, under which EC nationals can apply through their member States to
the Commission to have their Gls registered and protected on an EC-wide basis. There are no
such procedures in place with respect to an gpplication from a non-EC nationa producing
products outside the EC. An EC national has the infrastructure and the regulations in place that
allow him to register his EC-based Gl directly with his member State. A non-EC national has no
such infrastructure or regulations, and must depend on the WTO Member of which heisa
national to first put such proceduresin place.

83. For these reasons, in addition to those mentioned above, non-EC nationals are not being
accorded treatment as favorable as that granted EC nationals under the Gl Regulation with
respect to the protection of geographical indications, under Article 3.1 of the TRIPS Agreement.
And they are not enjoying all the advantages being granted to EC national s with respect to their
indications of source or with respect to unfair competition, under Article 2(1) of the Paris
Convention. They certainly do not have the “same protection” as EC nationals or the “same legd
remedy againg infringement of their rights” with respect to indications of source or unfair
competition.

“4) The EC GI Regulation requires non-EC
nationals to become established in the EC as a
condition of obtaining GI protection, contrary to
Article 2 of the Paris Convention

84. In addition, permitting only Glslocated in the EC to be registered and protected is
inconsistent with the Paris Convention prohibition on requiring domicile or establishment as a
condition of enjoying intellectual property rights. As discussed above, Article 2(1) of the Paris
Convention requires Members to permit nationals of other Members to enjoy the advantages
“that their respective laws now grant, or may hereafter grant”, to their own nationals. Paris
Convention Article 2(2) provides, in addition, that the Member where protection is claimed —in
this dispute, the EC — may not impose any “requirement as to domicile or establishment” in that
Member on nationals of other Members “for the enjoyment of any industrial property rights.” As
discussed above, “industrial property” is understood broadly under the Paris Convention, and
includesindications of source or appellations of origin, including Gls.

™ Articles 12(1) and 12(2) of the GI Regulation.
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85.  The EC GI Regulation imposes an obvious requirement of establishment inthe EC asa
condition of enjoying rights with respect to indications of origin. It may be possible under the G
Regulation for aU.S. national to register and protect a geographical indication located in the EC,
even though he cannot, absent the conditions noted above, do so with respect to his U.S.-based
Gls. Thereforea U.S. national might be able to register and protect a Gl only if heis producing a
product that qualifies for that geographical indication in the EC. Further, he can only claim
rights under the GI Regulation with respect to products produced in the EC. Therefore, in order
to enjoy rights related to indications of source provided for under the GI Regulation, he must
produce or obtain agricultural products or foodstuffs in the EC, and to do this he must have some
form of investment or business establishment in the territory of the EC. This requirement that he
establish himself in the EC as a precondition to obtain protections with respect to indications of
source and unfair competition, is directly prohibited by Article 2(2) of the Paris Convention.

86.  Insum, the EC GI Regulation accords |ess favorable trestment to non-EC nationals than
to EC nationals with respect to the registration and consequent protection of Gls. Itisfor this
reason, inconsistent with Article 2 of the Paris Convention and Article 3.1 of the TRIPS
Aqgreement.

c. The EC GI Regulation accords less favorable treatment to non-
EC nationals with respect to opportunity to object to the
registration of GIs

87. It isnot only in the registration of Glsthat the GI Regulation isinconsistent with national
treatment obligations. The Gl Regulation also lays out rulesto permit natural or legd personsto
object to theregistration of aGl.” The ability to object to the registration of a Gl falls within the
scope of “protection of intellectual property” under Article 3.1 of the TRIPS Agreement and
“protection of industrial property” under Article 2(1) of the Paris Convention, with respect to
which national treatment must be provided because the ability to object is part of the ability to
prevent others from using indicationsin away that is misleading as to source. Further, the right
to object is necessary to the ability to acquire, maintan, or enforce intellectud property rights
and to prevent misleading indications of source.”

88.  The Gl Regulation’s provisions with respect to the ability to object to the registration of
Gls accord less favorable treatment to non-EC nationals than to EC nationals in several respects.

89. First, the provisions for objecting to the registration of Gls mirror those for registering
Glsin severd respects, and therefore suffer from the same national treatment defects as those
described above with respect to registration. For instance, under the Gl Regulaion, EC nationals

™ Articles 7, and 12b(2) and 12d of the GI Regulation.

% See, e.g., Article 7(4) of the GI Regulation, in which the grounds for objection include where the Gl
would “jeopardize the existence of an entirely or partly identica name or of amark” in the EC.



EC — Protection of Trademarks and Geographical Indications First Submission of the United States
for Agricultural Products and Foodstuffs (WT/DS174 and 290) April 23, 2004 — Page 27

can object to aregistration directly by submitting their objection to the member State in which
they reside or are established.” Under Article 7(3), “[t]he competent authority skall take the
necessary measures to consider these comments or objections within the deadlines laid down.””®
The EC member States are then instructed to collaborate in determining how to respond to the
objection, or to otherwise refer to the Commission for afinal decision.

90. By contrast, non-EC nationals cannot submit their objection directly to the competent
authorities in the EC, but must request that their own country transmit the objection.” That
country may or may not have an appropriate mechanism to process the objection, and may or
may not be inclined to transmit the objection, for its own political or other reasons. By contrad,
EC member States have certain obligations under the EC Gl Regulation with respect to the
processng of objections, and there is an infrastructure in place in the EC to process those
objections. As discussed above, the Appellate Body has been clear that a Member’s measure is
inconsistent with national treatment obligations if it imposes an extrahurdle on other Members
nationals that is not imposed on the Member’s own nationals® Thisis one of those “extra
hurdles’ to GI protection that non-EC nationals face, and is, therefore, a violation of national
treatment.

91. Further, this additional hurdle also corresponds to a“requirement as to domicile or
establishment”, which is a prohibited condition for the enjoyment of rights under Article 2(2) of
the Paris Convention. EC persons can submit objections to the member State in which they
reside or are established, knowing that those objections will be considered in accordance with the
Gl Regulation. By contrast, persons not resident or established in the EC are not accorded the
same or “no lessfavorable” treatment, ssimply because they are not resident or established in the
EC.

92. Moreover, Article 12d limits the persons who can object to a registration application
submitted by an EC member State to persons from “a WTO member country or athird country
recognized under the procedure provided for in Article 12(3)” i.e., satisfying the conditions of
equivalency and reciprocity described in the previous section. Just as conditioning registration of
U.S.-based Gls on equivalency and reciprocity isimpermissible under the national treatment
obligations of the TRIPS Agreement and the Paris Convention, so, too, is conditioning the right
to object to aregistration on equivalency and reciprocity. Therefore, the analysis provided in the
previous section with respect to registration and EC-wide protection is equally applicable to
objections.

" Article 7(3) of the GI Regulation.

8 Emphasis added.

" Articles 12b.2 and 12d.1 of the GI Regulation.

8 See, e.g., Appellate Body Report, U.S. — Section 211, para. 264; U.S. — Section 337, para. 5.19.
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93. Finally, the EC GI Regulation allows only non-EC nationals with a “legitimate interest”
to object to a Gl registration gpplication, and provides further that only those with a“legitimate
economic interest” may consult the application for the GI. One of the grounds for objecting to
the registration of a name under Article 7(4) isthat the registration would jeopardize the
existence of an entirely or partly identica name or the existence of products which have been
legally onthe market for at least five years. Since the Gl Regulation grants more favorable
treatment to EC nationals than to non-EC nationals with respect to the registration and EC-wide
protection of Glsin thefirst place, EC nationals are similarly more favored than non-EC
national s with respect to the ability to object, because they are in a better position than non-EC
nationals to have a“legitimate interest” or a “legitimate economic interest” with respect to
competing namesin the EC. Non-EC nationals face an extra hurdle with respect to having a
name that coul d be jeopardized by the registration of aGl.

94.  Further, unlike anon-EC national, who must have a“legitimate interest” or a“legitimate
economic interest” in order to object to the registration of a Gl, an EC national wishing to object
under Article 7(3) of the GI Regulation may do so if he is “legitimately concerned”. It would
appear that the requirement that one be “legitimately concerned” is alower standard than the
requirement that one have a*“legitimate interest”, making it easier for an EC national to object to
aregistration than anon-EC national.

95. For all of these reasons, the Gl Regulation’s provisions with respect to objectionsto a Gl
registration are inconsistent with the national treatment obligations of the TRIPS Agreement and
the Paris Convention.

2. The EC GI Regulation is inconsistent with the EC’s national
treatment obligations with respect to goods of other WTO Members
under the GATT 1994

96.  Articlelll:4 of the GATT 1994 requires Members to accord no less favorable treatment to
products originating in the territory of other Members than it accords to like products of national
origin “with respect to al laws, regulations and requirements affecting their interna sale,
offering for sale, purchase, transportation, distribution or use.” The Appellate Body has noted
that Article I11:4 should be interpreted in light of ArticleI11:1, which provides that the Members
recognize that these laws, regulations and internd requirements “ should not be applied to
imported or domestic products so as to afford protection to domestic production.” The result,
according to the Appellate Body, isthat Article 1l obligates Members “to provide equality of
competitive conditions for imported productsin relation to domestic products.”® So, as the
Appellate Body has concluded in prior disputes, the fundamentd question of whether thereisa
violation of Article Il of the GATT 1994 is answered “by examining whether a measure

8 Appellate Body Report, Japan — Alcohol, p. 16 (emphasis added).
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modifies the conditions of competition in the relevant market to the detriment of imported
products.”

97.  Theanswer to this question with respect to the EC Gl Regulation is aresounding “yes’.
The EC GI Regulation is primarily intended to permit products that qualify for aregistered
geographical indication to gain substantial competitive advantages, in terms of prices, profits and
market share, over their conventional counterparts that do not so qualify. The EC’'s motivation
behind promulgating the Gl Regulation is the strong belief that producers of products accorded
Gl protection fare much better in the marketplace than producers of products not accorded Gl
protection, and that restrictions on access to Gl status and the provision of EC-wide protection
for those Gls will enhance this profitability.®® So, it isflatly inconsistent with Article 111:4 to
make this favorable Gl status available under the GI Regulation to products of EC origin if those
products meet certain requirements and specifications, but to make it unavailable to products of
other WTO Members unless additional requirements are met: i.e., unless those Members can
prove to the satisfaction of the EC Commission that they (1) have a Gl system that is equivalent
tothe EC's, (2) provide reciprocal Gl protection to EC products, and (3) are willing and able to
intervene at the EC Commission on behalf of its nationals. It is obvious from the structure and
architecture of the EC Gl Regulation that it treats imported products less favorably than domestic
products, and that it shifts the competitive conditions dramatically in favor of EC products.

98.  The paragraphsthat follow will establish that each of the elements of an Articlelll.4
violation is met.

a. The imported and domestic products are “like”

99. Both the Appellate Body and panels have been clear that, where there is a generd
measure of general gpplication (i.e., not directly regulaing specific products), the issue with
respect to “like product” is not whether particular traded products are “like”, but rather whether
the measures makes distinctions between products based solely on origin.® Asthe Appellate
Body has noted, the term “like product” in Article111:4 of the GATT 1994 “is concerned with
competitive rel ationships between and among products.”® The issue is whether

8 Appellate Body Rerpot, Korea — Beef, para. 135, quoting Japan — Alcohol, pp. 16 - 17.
8 Preamble, GI Regulation.

8 See Panel Report, U.S. — FSC (Article 21.5 — EC), paras. 8.133 (Finding it unnecessary “to demonstrate
the existence of actually traded like products in order to establish a violation of Article I11:4” when a measure makes
distinctions “between imported and domestic products” that are “solely and explicitly based on origin.” See also
Panel Report, India — Autos, para 7.174 (when origin is “the sole criterion distinguishing the products, it is correct to
treat such products as like products within the meaning of Article111:4.")

& Appellate Body Report, EC — Asbestos, para. 103. See also discussion of 4lcohol disputesin section
IV.A .1.b.ii(2) above.
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any formal differentiation in treatment between an imported and adomestic
product could be based upon the fact that the products are different —i.e., not like
— rather than on the origin of the products involved.®

100. Inthe case of the GI Regulation, the only difference between the products that may
benefit from Gl registration and protection — products from the EC — and those that may not so
benefit on similarly favorable terms — products from other WTO Members— istheir origin.
Consequently, it is clear that the EC agricultural products and foodstuffs that are eligible for Gl
registration under one set of criteriaand the non-EC agricultural products and foodstuffs that are
only eligibleif they satisfy an additional set of criteria are like products for purposes of Article
[1:4.

b. The GI Regulation affects the “internal sale, offering
for sale, purchase, transportation, distribution or use”
of the imported product

101. Under Article Ill:4, Members have anational treatment obligation “with respect to all
laws, regulations and requirements affecting the internal sale, offering for sale, purchase,
transportation, distribution or use” of imported products of the territory of any other Member.
Thisisabroad formulation, and a number of GATT and WTO dispute settlement reports have
noted that the term " affecting” goes beyond measures that “ directly” govern the conditions of
sale or purchase, so as to cover measures which might “adversely modify the conditions of
competition between domestic and imported products.”®

102. The Gl Regulation does exactly this. As discussed more fully in the “Facts’ section Il
and in section IV.A.1.b above, the GI Regulation governs the manner in which registered names
can be used — and not used — on products that are sold, offered for sale, purchased, distributed or
used. It governsthe use of the special EC GI symbol, or logo, on labels, packaging and
advertising for certain products, throughout the EC marketplace that, according to the EC,
provides consumer with a guarantee of quality and geographica origin with respect to those

% Panel Report, U.S. — FSC (Article 21.5 — EC), para. 8.132.

8 Eg., Panel Report, India — Autos, para. 7.196 (“Under GATT and WTO jurisprudence, the term
‘affecting’ has consistently been defined broadly. In particular, it has been well established that it implies a measure
that has ‘an effect on’ and this indicates a broad scope of application” (citing to Italy — Agricultural Machinery,
BISD 7S/60, para. 12.) See also Panel Report, Canada — Autos, para. 10.80 (Thisterm therefore goes beyond laws
and regulations which directly govern the conditions of sale or purchase to cover also “any laws or regulations which
might adversely modify the conditions of competition between domestic and imported products.”); Panel Report,
U.S. — FSC (Article 21.5 — EC), at paras 8.139, 8.144 (“We agree with the views expressed in previous GATT and
WTO panel reports that ArticleI11:4 applies also to measures in the form of conditions that must be satisfied in order
to obtain an ‘advantage’ from the government . . . Furthermore, the terms ‘law, regulation or requirement
affecting...” in Article I11:4 are general terms that have been interpreted as having a broad scope” [footnotes
omitted].) Indeed, in U.S. — Section 337, the panel found that a law enforcing intellectual property rights with
respect to imported products was a measure “affecting” internal sale of imported products.
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products, and provides the EC producer increased profits and market share® It allows the
productsthat qualify for the registered GI name numerous and very broad protections against
other competitive and disparaging uses of the Gl associated with the product, including
protection by government authorities on their own initiative, as well as protection requested by
private parties® And it provides protection against the geographical indication of the product
becoming generic.® The Gl Regulaion is, therefore, alaw or regulation “affecting [the] internal
sale, offering for sale, purchase, transportation, distribution or use” of imported products.

c. The imported product is accorded “less favorable
treatment” than the domestic like product

103. The Appellate Body has stated that “[t]he term ‘less favorable treatment’ expresses the
general principle, in Article l11:1, that internal regulations ‘ should not be applied . . . so asto
afford protection to domestic production.’ If thereis ‘lessfavourable treatment’ of the group of
‘like’ imported products, thereis, conversdy, ‘ protection’ of the group of ‘like domestic
products.”**

104. It could not be dlearer that the EC Gl Regulation accords imported products less favorable
treatment than domestic products. Agricultural products and foodstuffs from another WTO
Member will not be accorded the same favorable treatment under the Gl Regulation as like
products from the EC:

€) unless that WTO Member has an internal system of Gl protection that is
equivalent to that in the EC;

(b) unless that WTO Member is prepared to offer reciprocity of Gl protection to EC
agricultural products and foodstuffs,

(©) unlessaWTO Member is prepared itself to apply to the EC for an affirmative
decision with respect to the above points; and

(d) unless, with respect to a particular application for aGl, that WTO Member is
willing and able to submit an gpplication to the EC on behalf of its national,
certifying to the presence of EC-equivalent and mandated inspection structures
and other requirements.

8 preamble of the GI Regulation; Regulation 2037/93 (Exhibit COM P-2.a).
8 Article 13(1) of the GI Regulation.

9 Article 13(3) of the GI Regulation.

%t Appellate Body Report, EC — Asbestos, para 100.
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105. Imposng these requirements as a condition of according imported products as favorable
treatment as domestic like productsis contrary to the Article 111:4 national treatment obligation,
which requiresthat such treatment be accorded unconditionally.? Further, for imported products
from WTO Members whose system of Gl protection does not match that of the EC and which
cannot meet the EC’ s requirements with respect to reciprocity, among other requirements, the
less favorable treatment is obvious, and has been discussed in detail above. To summarize, even
where such products produced outside the EC qualify as Gls under the definition provided in the
Gl Regulation, because of their reputation or other characteristics, they cannot, unlike their “like”
counterparts produced in the EC:

@ be registered in the official EC-wide “ Register of protected desgnations of origin
and protected geographical indications’;*

(b)  usearegistered geographical indication throughout the EC market;*

(© include on the packaging, labd, or advertising the official EC “symbol” or “logo”
informing the consumer that the product is aregistered Gl;*®

(d) receive the broad protections throughout the EC provided to registered products,
both on the government’ s own initiative and through private rights of action,
againg an extremely broad range of competing and disparaging uses,® or

(e be protected from having their geographic name become generic (which causes
the geographical indication to lose its value).”’

106. Further, even where the EC does permit imported products to be registered and protected,
that imported product is still faced with trestment that is less favorable than that accorded its EC
counterpart. Under Article 12(2) of the Gl Regulation, aregistered name can beused in
connection with imported products “only if the country of origin of the product is clearly and

2 See, e.g., Belgian Family Allowances, in which aBelgian provision exempting from certain charges
products from countries requiring family allowance benefits was found inconsistent with MFN (and likely) national
treatment obligations.

% Articles 6(1) - 6(4) of the GI Regulation.
% Article 4(1) of the GI Regulation.

% Article 5a of Regulation 2037/93. Exhibit COMP-2.a. AsAnnex |1 of this regulation explains, “[t]he
logo will allow producers of food products to increase awareness of their products among consumers in the European
Union. . . The presence of thislogo is a genuine guarantee for all European consumers, making it clear that the
special nature of this product liesin its geographical origin. Because of this, products will inspire more confidence.
As producers, the logo provides you which [sic] a marketing tool. You will be able to put the logo on the labels or
packaging of your products, and also use it in your advertising.” (Emphasis added.)

% Article 13 of the GI Regulation.
9 Article 13(3) of the GI Regulation.
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visibly indicated on the label.” There is no such requirement with respect to the use of name on a
product of EC-origin.

107. Insum, the EC GI Regulation accords |less favorabl e treatment to imported products than
it does to like products of national origin in respect of laws, regulations and requirements
affecting their internal sale, offering for sale, purchase, transportation, distribution, or use.
Consequently, it isinconsistent with EC’ s obligations under Article 111:4 of the GATT 1994. Nor
can thisless favorable treatment for imported products be justified under any of the exceptions
provided under Article XX of the GATT 1994.

B. The EC’s GI Regulation is inconsistent with the EC’s obligations to provide
most favored nation treatment

108. Just as was the case with respect to national treatment, the EC Gl Regulation is also
inconsistent with two different most-favored-nation obligations under the WTO Agreements, the
first with respect to nationals of WTO Members under Article 4 of the TRIPS Agreement, and
the second with respect to the products of other WTO Members, under Articlel:1 of the GATT
1994. This section addresses each of these inconsistencies separately below. Section B.1
immediately below addresses the Gl Regulation’s inconsistencies with the MFN obligations of
the TRIPS Agreement. Section B.2 then addresses the Gl Regulation’ s inconsistencies with the
MFN obligations of the GATT 1994.

1. The EC GI Regulations is inconsistent with the EC’s most favored
nation obligations with respect to other WTO Member’s nationals
under the TRIPS Agreement

a. The TRIPS Agreement requires that any advantage, favor,
privilege or immunity granted to nationals of any other
country be accorded immediately and unconditionally to the
nationals of all other WTO Members

109. Asthe Appellate Body recently confirmed, the most favored nation obligation is as
significant and as fundamental to the world trading system as the national treatment obligation:

Like the national treatment obligation, the obligation to provide most-favoured-
nation treatment has long been one of the cornerstones of the world trading
system. For morethan fifty years, the obligation to provide most-favoured nation
treatment in Article | of the GATT 1994 has been both centrd and essential to
assuring the success of a globd rules-based system for trade in goods. Unlike the
national treatment principle, there is no provision in the Paris Convention (1967)
that establishes amost-favoured-nation obligation with respect to rightsin
trademarks or other industrial property. However, the framers of the TRIPS
Agreement decided to extend the most-favoured nation obligation to the
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protection of intdlectual property rights covered by the Agreement. Asa
cornerstone of the world trading system, the most-favoured-nation obligation must
be accorded the same significance with respect to intellectual property rights
under the TRIPS Agreement that it has long been accorded with respect to trade in
goods under the GATT. ltis, in aword, fundamental .*®

110. Indeed, the MFN obligation is, if anything, even more explicit in its rejection of
conditions such as reciprocity and equivalent internal systems than is the national treatment
obligation.

111. Article4 of the TRIPS Agreement, the MFN obligation, provides that:

With regard to the protection of intellectual property, any advantage, favour,
privilege or immunity granted by aMember to the national s of any other country
shall be accorded immediately and unconditionally to the nationals of all other
Members.

112. The phrase “with regard to the protection of intellectual property” isthe same phrase as
appears in the national treatment obligation, and refers, inter alia, to the rights of nationalsin
matters pertaining to the availability, acquisition, scope, maintenance, and enforcement of rights
in their geographical indications, as well as those matters affecting the use of geographical
indications addressed in the TRIPS Agreement, i.e., with respect to their ability to protect their
geographical indications from misleading uses and unfair acts of competition. The strong
language that all advantages must be accorded “immediately and unconditionally to nationals of
al other Members’ emphasizes that this MFN provison prohibits making the availability,
acquisition, maintenance, and enforcement of these rights to nationals of other Members
contingent on (&) “reciprocity” by other Members vis-a-vis EC nationals; or on (b) the other
Members having a particular system of protection themselves.

113. The context of these terms confirms this reading. Within the framework that establishes
strong MFN obligations for the protection of intellectual property, Article 4 also setsforth a
limited number of particular advantages, favors, privileges, or immunities, which, may,
extraordinarily, be exempted from this obligation. Notably, Article 4(b) specifically exempts
from this obligation any advantage, favor, privilege or immunity granted in accordance with the
Berne Convention for the Protection of Literary and Artistic Works (1971) and the International
Convention for the Protection of Performers, Producers of Phonograms and Broadcasting
Organizations (1961)(* Rome Convention”) that authorize a Member to depart from the general
national treatment rule under those conventions. Certain provisions of these copyright and
related right conventions permit that treatment accorded nationals be a function not of national
treatment, but of the treatment accorded in another country —i.e., that a Member may in specific

% Appellate Body Report, U.S. — Section 211, para. 297.
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cases make the extent of protection for copyrighted works or the subject matter of related rights
depend on the extent of protection in the country of origin of the work, instead of granting the
same extent of protection to al nationals. Other specific exemptions from the MFN obligation,
particularly in the area of copyright and related rights, arelaid out in Article 4.%°

114. By contrast, there is no exemption for advantage, favors, privileges, or immunities
granted with respect to rights in geographical indications. The context of the termsin Article 4
therefore confirms that “reciprocity” is clearly prohibited with respect to Gls.

115. Further, adopted dispute settlement reports under Article | of the GATT 1994 (MFN in
the goods context) provide guidance with respect to this obligation. The GATT panel in Belgian
Family Allowances found aviolation of Articlel:1 based on Belgium’s measure conditioning a
benefit to imported goods — in that case, an exemption from alevy collected on purchases of
products — on the adoption by the exporting Member of a system requiring companies to provide
family allowance benefits to its employees that meets specific requirements.'® The panel found
that the exemption was inconsigtent with Article | (and possbly Articlelll) because “it
introduced a discrimination between countries having agiven system of family allowances and
those which had a different system or no system at al, and made the granting of the exemption
dependent on certain conditions.”*™*

116. In sum, the immediate and unconditional requirement in the MFN obligation to accord
the same advantages, privileges, favors, or immunities to all nationals of WTO Members with
respect to Gls does not permit Members to condition those advantages on an individual Member
having a particular protection system or being prepared to offer reciprocity.

b. The EC GI Regulation grants significant advantages, favors,
privileges, and immunities to nationals of some countries that it
does not accord at all to nationals of WTO Members

117. Asdiscussed abovewith respect to national treatment, the EC GI Regulation grants
numerous and significant advantages, favors, privileges, and immunities to the nationals of any
third country with respect to their home-based Gls, aslong as that country (a) has a Gl protection
system equivalent to that of the EC; and (b) provides protection to EC nationalsthat is
equivalent to that available in the EC with respect to agricultura products and foodstuffs.
Further, these advantages, favors, privileges, and immunities are available only if that third
country iswilling and able to convince the EC that it satisfies the EC’ s requirements with respect
to the protection of Gls, and, with respect to applications for the registration of Gls, iswilling

% See also Gervais, pp. 105 - 110.
10 Belgian Family Allowances, paras. 3, 8.

11 Belgian Family Allowances, paras. 3, 8.
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and ableto advocae on behdf of its naional vis-a-vis the EC.'* None of these advantages,
favors, privileges, or immunities are available to nationals producing in their country of
nationality, where that country isnot willing or able to satisfy these requirements.

118. Consequently, the EC GI Regulation is inconsistent with the most-favored-nation
obligation of the TRIPS Agreement for the same reasons that it is inconsistent with the national
treatment obligation of the TRIPS Agreement. With respect to the registration and EC-wide
protection of Gls, aswell astheright to object to the registration of Gls, the GI Regulation
conditions the protection of intellectual property rights for aWTO Member’ s nationals on
equivalency and reciprocity, and it imposes additional hurdles on nationals of some WTO
Membersthat are not imposed on Members of other WTO Member nationas. With respect to
the latter point, a national from aWTO Member that already has in place a system of Gl
protection that is equivalent to the EC’ s system —recall, however, that there are many ways of
implementing Gl obligations, including that used by the EC — is not faced with the hurdle of
developing anew Gl protection system. A national from other WTO Members, such asthe
United States, by contrast, faces this considerable hurdle.**®

119. Indeed, the GI Regulation isinconsistent with the MFN obligations of the TRIPS
Agreement in two respects. First, as among non-EC WTO Members, nationals from WTO
Members that satisfy the EC’s conditions of reciprocity and equivalency are accorded more
favorable treatment than nationals from those WTO Members that do not. In this connection, for
example, the EU has signed a joint declaration on the protection of geographical indications and
designations of origin of agricultural products and foodstuffs with Switzerland, which states that:

The European Community and Switzerland (hereinafter referred to as “the
Parties’) hereby agree that the mutual protection of designations of origin (PDOs)
and geographical indications (PGIs) is essential for theliberalization of trade in
agricultural products and foodstuffs between the Parties . . . The Parties shall
provide for provisions on the mutual protection of PDOs and PGlsto be
incorporated in the Agreement on trade in agricultural products on the basis of
equivalent legidation, as regards both the conditions governing the registration of
PDOs and PGls and the arrangements on control s.***

192 The actions required of WT O M embers with respect to Gl applications and objections are detailed in the
discussion on national treatment, and will not be repeated here.

193 |n U.S. — Section 211, para. 314, the Appellate Body incorporated and applied the “additional hurdle”
analysis used in analyzing the national treatment claim in its analysis of the M FN claim.

104 Agreement between the European Community and the Swiss Confederation on trade in agricultural
products - Final Act - Joint Declarations, including Joint Declaration on the protection of geographical indications
and designations of origin of agricultural products and foodstuffs, OJ L 114, April 30, 2002, p. 366. Exhibit US-6.
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120. Nationals of aWTO Member that does not meet the EC’ s conditions, by contrast, cannot
expect to have their home-based Gls registered and protected.

121. Second, each of the EC member Statesisalso aWTO Member. Therefore, under Article
4 of the TRIPS Agreement, any advantage, favor, privilege, or immunity granted by an EC
member State to a national of another EC member State must be accorded immediately and
unconditionally to the nationals of all non-EC WTO Members. Y€, under the Gl Regulation, for
all of the reasons described in the section of this submission on national treatment, an EC
member State grants more favorable treatment to nationals from other EC member States than it
accords to nationals from non-EC WTO Members, with respect to the protection of Gls.

122.  Insum, in thesetwo respects, the GI Regulation accords advantages, favors, privileges,
and immunities to national s of some countries that it does not accord to nationals of other WTO

Members, despitethe Article 4 requirement to accord them “immediately and unconditionally to
the nationals of all other Members.”

2. The EC GI Regulation is inconsistent with the EC’s most favored
nation obligations with respect to goods of other WTO Members
under the GATT 1994

a. Article I:1 of the GATT 1994 requires that any advantage,
favor, privilege, or immunity granted to any product
originating in any other country be accorded immediately and
unconditionally to the like product originating in the
territories of all other WTO Members

123. Articlel:1 of the GATT 1994 provides that:

with respect to all mattersreferred to in paragraphs 2 and 4 of Article lll, any
advantage, favour, privilege or immunity granted by any contracting party to any
product originating in or destined for any other country shdl be accorded
immediately and unconditionally to the like products originating in or destined for
the territories of all other contracting parties.'®

124. “Mattersreferred to in paragraphs 2 and 4 of Article 11" include, with respect to imported
products, “laws, regulations, and requirements affecting their internal sale, offering for sale,
purchase, transportation, distribution or use.” As discussed above in the context of national
treatment, the Gl Regulation is such a measure.

105 Referenceto Notes and Supplementary Provisions in Annex | omitted.
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125. Further, the “like products’ requirement is satisfied in the case of the EC GI Regulation,
because, as discussed in the context of national treatment, the Gl Regulation makes distinctions
based solely on the origin of the product.

126. Therefore, Articlel:1 of the GATT 1994 requires that any advantage, favor, privilege, or
immunity granted by the EC GI Regulation to agricultural products and foodstuffs originating in
any country be accorded, immediately and unconditionally to the agricultural products and
foodstuffs originating in the territories of all other WTO Members.

b. The EC GI Regulation grants significant advantages, favors,
privileges, and immunities to agricultural products and
foodstuffs originating in some countries that it does not accord
to like products originating in the territories of all WTO
Members

127. The EC Gl Regulation does not satisfy the requirements of Article I:1 of the GATT 1994.
Rather, the Regulation grants significant advantages, favors, privileges and immunities to
products from athird country only if that country (a) has a Gl protection system equivalent to that
of the EC and (b) provides protection to EC nationas that is equivalent to that available in the
EC with respect to agricultural products and foodstuffs. These significant advantages, favors,
privileges, and immunities have been detailed el sewhere, and include the ability to be marketed
asaquality product of identifiable geographic origin, the right to be marketed with a coveted EC
GI symbol, protection, including at the authorities' own initiative, against a broad range of
competing uses of the product’ s geographical indication, and protection against the geographic
indication becoming generic (and thus losing itsvaue). These are dl advantages, favors,
privileges, and immunities that are granted to the products of third countries that meet the
conditions of reciprocity and equivalent Gl systems, as determined by the EC. The Regulation
does not accord these advantages, favors, privileges, and immunities to the products of any third
country that does not meet these conditions, despite the Article I:1 requirement to accord them
“immediately and unconditionally to the nationals of all other Members.” Rather, it accords
them to imported goods “ subject to conditions with respect to the situation or conduct of "%
WTO Members, discriminating against like products based on the origin of the product. Further,
it imposes an “extra hurdle” on imported goods from some WTO Members that it does not
impose on imported goods from other WTO Members, as detailed in the preceding sections.

128. Thisconclusionisin accord with GATT and WTO dispute settlement reports going back
to the earliest days of the GATT. A GATT panel in Belgian Family Allowances found a
violation of Articlel:1 based on an exemption from a fee that was available only with respect to
products from countries that required its companies to offer a specific family allowance benefit

1% panel Report, Canada — Autos, para. 10.23.
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that satisfied requirements of Belgian law. That panel found that the fee exemption “would have
to be granted unconditionally to all other contracting parties.”*”

The consistency or otherwise of the system of family allowancesin force in the
territory of agiven contracting party with the requirements of the Belgian law
would beirrelevant in this respect, and the Belgian legislation would have to be
amended insofar as it introduced a di scriminati on between countries having a
given system of family allowances and those which had a different system or no
sysem at al, and made the granting of the exemption dependent on certain
conditions.'®®

129. Similarly, in this dispute, the Gl Regulation “introduce[s] a discrimination between
countries having a given system of [GI protection] and those which ha[ve] a different system.”
Consequently, for all of the reasons above, the Gl Regulation isinconsistent with Article I:1 of
the GATT 1994. Further, this discrimination is not excused by any of the exceptions under
Article XX of the GATT 1994.

C. The EC GI Regulation is inconsistent with the EC’s obligations under Article
16.1 of the TRIPS Agreement

1. Introduction

130. Article 16.1 of the TRIPS Agreement requires Members to give owners of registered
trademarks the exclusive right to prevent confusing uses of similar or identica signsby all third
parties:

The owner of aregistered trademark shdl have the exclusive right to prevent all
third parties not having the owner’s consent from using in the course of trade
identica or similar signs for goods or services which are identical or similar to
those in respect of which the trademark is registered where such usewould result
in alikelihood of confusion. In case of the use of an identical sign for identical
goods or services, alikelihood of confusion shall be presumed.

131. Contrary to this obligation, and as explained in detail below, the EC Gl Regulation fails
to provide the owner of avdid prior registered trademark with the exclusive right to prevent all
third parties (including those entitled to use aregistered Gl) from using identicd or similar signs

W7 Belgian Family Allowances, para. 3.

198 Belgian Family Allowances, para. 3.
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(including Gls) that result in alikelihood of confusion.'® This shortcoming is directly
inconsistent with the EC’ s obligations under Article 16.1 of the TRIPS Agreement.

2. The U.S. argument in light of the relationship between trademark
rights and GI rights

132.  In many ways, Gls and trademarks serve the same function, in that they both are “source’
indicators and can therefore serve asindicators of quality. They both aim to prevent consumers
from being misled or confused as to whether the goods they buy possess the anticipated qualities
and characteristics.™® Moreover, they both may take a similar physical form, prominently
displayed on labels and in advertising materials. On the one hand, trademarks indicate the source
of goods as a particular undertaking (e.g., a producer or group of producers).'** On the other
hand, geographical indications indicate the source of the goods as a particular geographic area,
where a quality, reputation, or other characteristic of the good is essentially attributable to that
origin. Both forms of intellectual property are aimed at distinguishing goods so that the
consumer can make informed judgments about the goods they buy.

133. Inaddition, the TRIPS Agreement bestows each with a certain degree of exclusivity.
Both trademark owners and Gl owners''? have the right to exclude others from certain uses of
signsor indications. Theright for trademark owners under Article 16.1 of the TRIPS Agreement
isthe right to exclude all others (including those entitled to use aregistered Gl) from using
identical or similar signs (including Gls) for the same or similar goods in away that resultsin a
likelihood of confusion as to the source of the goods. Under Article 22.2 of the TRIPS
Agreement, the right for GI ownersisto prevent uses (induding of trademarks) that mislead the
consumer as to the geographic origin of the goods or constitute an act of unfair competition.™*

19 11 fact, even in a case where the Gl is presented as a sign that is identical to a registered trademark and
is being used for an identical good (where, under the TRIPS Agreement, alikelihood of confusion is presumed),
under the GI Regulation, the owner of the registered trademark is powerless to prevent that sign from being used in
the course of trade.

10 And, indeed, among the varied means of satisfying the TRIPS Agreement obligations with respect to
geographical indications, a number of WTO M embers have chosen to protect geographical indications through their
trademark system, notably through the use of certification marks and collective marks. See WIPO D ocument
SCT/8/4 (Exhibit US-5) and WI1PO D ocument SCT/9/4 (Exhibit COM P-16).

1 See Article 15.1 of the TRIPS Agreement.
12 1 e., the collective body of authorized users of the GI.

113 |n addition, Article 22.3 of the TRIPS Agreement provides that Members must refuse or invalidate the
registration of atrademark consisting of a Gl that misleads the public as to the true origin of the product . Note also
that Article 23.2 of the TRIPS Agreement provides for the refusal or invalidation of certain trademarks for wine and
spirits that contain or consist of a geographical indication. Since the Gl Regulation does not apply to wine and
spirits, however, this provision isnot directly relevant to thisdispute.
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There is nothing inconsistent in these two obligations, and each should be given its full scopein a
manner that does not bring them into conflict.**

134.  With the distinctions and similarities between these two categories of intellectual

property rightsin mind, the United States argues in this dispute that the EC GI Reguldion is
inconsistent with Article 16.1 of the TRIPS Agreement because, under the EC GI Regulation,
owners of prior registered trademarks cannot prevent all third parties from using identicad or
similar signs on the same or similar goods for which the trademark is registered, even where
thereis alikelihood that the consumer will be confused. Under Article 14(2) of the Gl
Regulation, the best that the owner of avalid prior registered trademark can hope for is the ability
to continue using its trademark, but without the ability to exercise the exclusive right that lies at
the heart of histrademark right. Thisisinconsistent with Article 16.1 of the TRIPS Agreement.

135. The United Statesis concerned in this dispute with the trademark rights provided owners
of valid prior trademarks under Article 16.1 of the TRIPS Agreement. For example, as stated at
the outset of this submission, under Article 16.1, the owner of aregistered trademark hasto be
able to take action against another producer selling an identical product, labeled with an identica
name (protected as a geographical indication after the trademark registration), on the same shelf
asthe trademark owner’ s trademarked product. The GI Regulation does not allow him to do this.
The United States is not arguing that trademarks that “mislead the public as to the true place of
origin” of the underlying goods in a given territory must be registered and provided Article 16.1
rights in that territory."® Rather, the U.S. argument is narrow in focus, but critical: where avalid
prior registered trademark exists, the owner of that trademark must, under Article 16.1, be able,
through judicial proceedings or otherwise, to prevent all third parties from using a Gl when the
trademark owner can demonstrate that the Gl isidentical or similar to the trademark for identical
or similar goods, and is used in amanner that islikely to confuse the consumer as to the source
of the goods. As discussed below, the EC Gl Regulation isinconsistent with this obligation.

136. In section 3 below, the United States describes the obligation to provide an exclusive
right to prevent confusing uses under Article 16.1 of the TRIPS Agreement and explains why the
exclusiveright to prevent confusing uses isthe essence of the trademark rights under the TRIPS
Agreement. Section 4 then describes how the EC Gl Regulation isinconsistent with this Article
16.1 obligation.

14 Asrecognized by the panel in Indonesia — Autos, para14.28, “in public international law thereis a
presumption against conflict,” which “is especially relevant in the WTO context since all WT O agreements . . . were
negotiated at the same time, by the same Members and in the same forum.” Footnotes omitted. Of course individual
Glsthat are identical or similar to trademarks may, however, “conflict” in the sense that the GI may be confusing
consumers.

15 gee Article 22.3 of the TRIPS Agreement. Further, under Article 22.2 of the TRIPS Agreement, with
respect to Gls, interested parties must be provided the legal means to prevent uses that mislead the public as to the
geographical origin of the good.
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3. Article 16.1 of the TRIPS Agreement requires Members to provide the
owners of registered trademarks with the exclusive right to prevent all
third parties from using identical or similar signs resulting in a
likelihood of confusion

a. Ordinary meaning of the terms in Article 16.1

137. Article16.1 provides that:

The owner of aregistered trademark shall have the exclusive right to prevent all
third parties not having the owner’s consent from using in the course of trade
identicd or similar signs for goods or services which are identical or similar to
those in respect of which the trademark is registered where such use would result
in alikelihood of confusion. In case of the use of an identical sign for identical
goods or services, alikelihood of confusion shall be presumed.*®

138. The ordinary meaning of the termsin Article 16.1 confirms the breadth and strength of
the rights that must be accorded owners of registered trademarks. “Prevent” meansto “[s]top,
hinder, avoid”, and “[c]ause to be unableto do . . . something.”**” “All” meansthe “entire
number of” and “without exception”.*® “Exclusive’” means “[n]ot admitting of the simultaneous
existence of something; incompatible’ and “[o]f aright, privilege, qudity, etc.; possessed or
enjoyed by the individual (s) specified and no others.”**

139. Further, the ordinary meaning of Article 16.1 shows that geographical indications are
included among the “signs” whose use an owner of aregistered trademark must be able to
prevent. “Sign” has a broad meaning, asindicated in Article 15.1 of the TRIPS Agreement,
which indudes as particular examplesof signs*“words, including persond names, |etters,
numerals, figurative el ements, and combinations of colours.” The ordinary meaning of “sign”
confirms this broad meaning: a“mark, symbol or device used to represent something or
distinguish the object on which it is put”; “an indication or suggestion of a present state, fact,
quality, etc.”**® Similarly, “indication”, which is part of the TRIPS Agreement Article 22.1
definition of “geographicd indication” is*something that indicates or suggests, asign, a
symptom, ahint.”*?* In short, the fact that “sign” is a broad term, and specifically includes an
“indication”, along with the fact that the ordinary meaning of “indication” includesa“sign”,

18 Emphasis added.

17 The New Shorter Oxford English Dictionary (4th ed 1993), p. 2348 (Exhibit US-7).
18 The New Shorter Oxford English Dictionary (4th ed 1993), p. 52 (Exhibit US-7).
19 The New Shorter Oxford English Dictionary (4th ed 1993), p. 875 (Exhibit US-7).
120 The New Shorter Oxford English Dictionary (4th ed 1993), p. 2858 (Exhibit US-7).
121 The New Shorter Oxford English Dictionary (4th ed 1993), p. 1348 (Exhibit US-7).
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confirms that geographica indications are signs, the confusing use of which owners of registered
trademarks must be able to prevent under Article 16.1.1%

140. The ordinary meaning of the termsin Article 16.1, therefore, confirms that the owner of a
registered trademark must, under Article 16.1, have the exclusive right to stop

all third parties (i.e., the entire number of third parties, without exception, including third
parties producing products that use a Gl),

from using in the course of trade identical or similar signs (i.e., including identical or
similar geographical indications, that is, “indications’ that identify a good as originating
in a particular geographic area where " a given quality, reputation, or other characteristic
of [that] good is essentially attributable to “ that geographic area) for goods or services
which areidentical or similar to those in respect of which the trademark is registered,

where such use would result in alikelihood of confusion.
b. The context of the terms in Article 16.1

141. The context of Artide 16.1 confirms the ordinary meaning of these terms. Wherethereis
aneed to clarify the relationship among individual rights in geographical indications and
trademarks, the TRIPS Agreement does so explicitly. For instance, Article 22.3 of the TRIPS
Agreement provides that protection of a geographical indication requires that a Member “refuse
or invalidate the registration of atrademark” in certain specific instances where the trademark
consists of or includes a geographical indication and its use would mislead the consumer as to the
origin of the goods.'®

122 Notwithstanding the G| Regulation, the EC’s own Community Trademark Regulation reflects this.
Article 4 of that regulation defines a trademark to “consist of any signs” and the preamble states that the function of a
trade mark isto “guarantee the trade mark as an indication of origin.” Council Regulation (EC) No. 40/94 of 20
December 1993 on the Community Trademark, OJL 11, January 14, 1994, p. 1 (“Regulation 40/94 on the
Community Trademark”). See also Article 2 of the First Council Directive of 21 December 1988 to approximate the
laws of the M ember States relating to registered trademarks (89/104/EEC), OJ L 40, February 2, 1989, p. 1.
Exhibits COM P-6 and COM P-7.a.

123 Article 22.3 of the TRIPS Agreement requires the refusal or invalidation of atrademark registration
“which contains or consists of a geographical indication with respect to goods not originating in the territory
indicated, if use of the indication in the trademark for such goods in that Member is of such a nature as to mislead the
public as to the true place of origin.” This reflects principles that were already included in the domestic trademark
law of WTO Members. See, e.g., Regulation 40/94 on the Community Trademark, Article 7(1)(g) (“ The following
shall not be registered: . . . trademarks which are of such a nature as to deceive the public, for instance asto the. . .
geographical origin of the goods or services”) (Exhibit COM P-7.a); First Council Directive 89/104/EEC Article
3(1)(g) (“The following shall not be registered or if registered shall be liable to be declared invalid: .. . trademarks
which are such a nature as to deceive the public, for instance as to the . . . geographical origin of the goods or
services.”) (Exhibit COM P-6). The principle these provisions reflect is not a superiority of geographical indications
over trademarks, but a desire to protect the public or consumers from being misled.
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142. The Appellate Body has made clear, e.g., in EC — Sardines, that any exception to an
obligation must be explicitly set out in the text of the Agreement.®* Indeed, where the TRIPS
Agreement negotiators meant to specify an exception to, or alimit on, geographical indication
and trademark rights, they did so explicitly. Article 24.5, for example, is an exception to the
protection of geographicd indications'® that specifies that a Member’s measures to protect
geographical indications under the TRIPS Agreement shall not prejudice eligibility for or the
validity of the registration of atrademark, or the right to use atrademark. It appliesto
trademarks that were applied for or registered, or whose rights have been acquired through use
either before January 1, 1996,"% or before the geographical indication is protected in its country
of origin. In other words, where implementation of the Gl provisions of the TRIPS Agreement
might otherwise have prejudiced “€eligibility for or the validity of the registration . . . or the right
to use atrademark” — and Article 23.2, which requires the invdidation of wine and spirit
trademark registrations that contain or consist of wine or spirit Gls, might be an example of such
acase— Article 24.5 would prevent that result for, or would “ grandfather”, those trademarks
covered by itsterms.

143. Similarly, when a conflict between rights to exclude must result in a compromise, the
TRIPS Agreement negotiators were also careful to spell thisout. For instance, because Glsarea
specific type of sign linked to geographic origin, the TRIPS Agreement contemplates some
instances where two identically named places exist and therefore where two similar geographical
indications may be used simultaneously under conditions set by the Members. Article 23.3 of the
TRIPS Agreement provides for the situation where two different Gls for wine have the same
name: “homonymous geographical indications’. Article 23.3 provides that “protection shall be
accorded to each indication”, but that “[e€]ach Member shdl determine the practical conditions
under which the homonymous indications in question will be differentiated from each other,
taking into account the need to ensure equitable treatment of the producers concerned and that
consumers are not misled.” No such provision exists allowing Membersto permit continued use
of aGl that isidentical or similar to avalid prior registered trademark that would result in a
likelihood of confusion, in the face of an infringement challenge by the trademark owner.

124 Appellate Body Report, EC — Sardines, paras. 201 - 208.

125 Article 24, in section 3 of the TRIPS Agreement — “Geographical Indications” — is entitled
“International Negotiations; Exceptions”. It should be noted here that Article 17 of the TRIPS A greement contains a
general provision that permits Members to provide “limited exceptions” to the rights conferred by a trademark, such
as fair use of descriptive terms, but any such limited exceptions “must take account of the legitimate interests of the
owner of the trademark and of third parties.” The EC Gl Regulation does not qualify as a“limited” exception,
because thereis no limit placed on the permitted uses of registered Glsthat are identical or similar to prior valid
registered trademarks. Further, the GI Regulation does not take into account the legitimate interest of the trademark
owner.

126 Article 24.5 specifies the date of application of the TRIPS A greement provisions, which, for the
European Communities, is January 1, 1996.
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144.  In sum, the ordinary meaning of the termsin Article 16.1, confirmed by their context,
demonstrates that owners of registered trademarks must be given the exclusive right to prevent
all third parties, including those authorized to use Gls, from using in the course of trade similar
or identical signs, including geographical indications, for goods or services that are identical or
similar to those covered by the trademark registration, where such use would result in a
likelihood of confusion.

c. The object and purpose of the TRIPS Agreement with respect
to Article 16.1

145. Further, Article 16.1 must adso be read in light of the object and purpose of the TRIPS
Agreement, and specifically with respect to Article 16.1 and its grant of exclusiverights. The
Appellate Body in U.S. — Section 211 emphasized the importance of the exclusve nature of these
rights, finding that Artide 16.1 confers on the owner of “registered trademarks an internationally
agreed minimum level of ‘exclusiverights' that all WTO Members must guarantee in their
domestic legidation”, and that these exclusive rights “protect the owner against infringement of
the registered trademark by unauthorized third parties.”**

146. Indeed, EC jurisprudence, like that of the United States, recognizes that trademark
exclusivity —the right of the owner of aregistered trademark to prevent the use of asimilar or
identica sign that would result in alikelihood of confusion —is the core of atrademark right.

For example, Advocate General Jacobs of the European Court of Justice stated in the Hag-1I case
that:

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. Thereputation 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 beimpaired. The consumer will be confused and misled.'?®

147. These principles have been consistently followed by the European Court of Justice, which
held, for instance, in Bristol-Myers Squibb v. Paranova A/S, that:

121" Appellate Body Report, United States — Section 211, para. 186.

128 Advocate General’s Opinion in Case C-10/89, S4 CNL-Sucal NV v. HAG GFAG, delivered on 13 March
1990 [1990] ECR 1-3711, at para. 19. Exhibit US-8.
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As the Court has recognized on many occasions, the specific subject matter of a
trademark isin particular to guarantee to the owner that he has the exclusive right
to use that trademark...'*

148. Asdetailed below, the GI Regulation is an abrupt deviation from this jurisprudence in the
EC. Maintenance of the principle underlying this jurisprudence would benefit nationds of all
WTO members that are trademark ownersin the EC —including nationals of the EC.

149. That the exclusivity of atrademark owner’sright isthe core of trademark rights has
similarly been emphasized by the U.S. Supreme Court. The Court held in 1916 that “the right to
use atrademark is recognized as akind of property, of which the owner is entitled to the
exclusive enjoyment to the extent that it has actually been used.”**®* That early judgment was
fully endorsed in the 1999 decision in College Savings Bank v. Florida Prepaid Postsecondary
Education Expense Board, in which the Court dated that “[t]he hallmark of a protected property
interest is the right to exclude others. That is one of the most essential sticks in the bundle of
rights that are commonly characterized as property.”***

150. Insum, Article 16.1 enshrines a principle of trademark protection recognized in the
jurisprudence of both the United States and the EC, and imposes an obligation on Members that
reflects the vital importance to trademark owners of exclusivity in the use of their trademarks.

d. Conclusion with respect to the meaning of Article 16.1

151. Inlight of the clear obligation under Article 16.1, contained in the ordinary meaning of its
terms, in their context, and in light of the object and purpose of the TRIPS Agreement, it isplain
that the owner of aregistered trademark must be given the exclusive right to prevent al third
parties, including those authorized to use Gls, from using in the course of trade similar or
identical signs, including geographical indications, for goods or services that are identical or
similar to those covered by the trademark registration, where such use would result in a
likelihood of confusion.

129C.427/93, Bristol-Myers Squibb and others v. Paranova, [1996] ECR 1-3457, at para. 44 (Exhibit US-
9); see also Advocate General’s Opinion in Case C-517/99, Merz & Krell GmbH & Co. KG, delivered on 18 January
2001, [2001] ECR I- 6959, at paras 31, 42 ((Exhibit US-10); C-349/95, Frits Loendersloot and George Ballantine &
Son Ltd., [1997] ECR 1-6227, at para. 24 ((Exhibit US-11); Advocate General’s Opinion in Case C-425/98 — Marca
Mode CV.v. ADIDAS AG and ADIDAS Benelux B.V., delivered on 27 January 2000, [2000] ECR 1-4861, at para. 34
(Exhibit US-12).

10 . S. Supreme Court, Hamilton-Brown Show Co. v. Wolf Brothers & Co., 240 U.S. 251, 272 (19186).
Exhibit US-13.

181 y.S. Supreme Court, College Savings Bank v. Florida Prepaid Postsecondary Education Expense
Board, 527 U.S. 666, 667 (1999). Exhibit US-14.
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4. Contrary to Article 16.1 of the TRIPS Agreement, the EC GI
Regulation does not permit owners of registered trademarks to
exercise their Article 16.1 exclusive rights to prevent confusing uses

a. The text of the EC GI Regulation makes clear that owners of
registered trademarks are not permitted to exercise their
Article 16.1 rights

152. The EC GI Regulation denies owners of registered trademarks their right under Article
16.1 of the TRIPS Agreement to prevent confusing uses of similar or identical signs.

153. Article 4(1) of the EC Gl Regulation provides that an agricultural product or foodstuff
that complies with the specification filed with a Gl registration — and only that product — is
eligible to use a protected geographical indication, i.e., the name of a qualifying region, specific
place, or country.** Article 13 of the Gl Regulation provides that names registered under that
Regulation “shall be protected against” a broad range of uses or practices by those not authorized
to use the name under the GI Regulation.

154. By contragt, nothing in the Gl Regulation provides that the use of the Gl can be limited in
any way by the owner of avalid prior registered trademark who wishes to exercise his exclusive
right under Article 16.1 of the TRIPS Agreement — that is, the right to prevent the use of a
geographical indication in amanner that is likely to confuse the consumer as to the source of a
product identified with the earlier trademark. Nor isthere any discretion provided under the EC
Gl Regulation to prevent or limit uses of EC-registered Gls by qualified Gl users, except in the
case of a homonymous use.**

155. Tothe contrary, Article 14 of the EC Gl Regulation reinforces that owners of registered
trademarks are denied their rights under Article 16.1 of the TRIPS Agreement. Most obviousis
Article 14(2), which addresses the situation of atrademark right that predates the Gl right,*** but
where the use of the trademark creates one of the situations against which registered GI names
are to be protected under Article 13 of the GI Regulation —e.g., the prior registered trademark
“evokes’ the later-registered Gl name, in the terminology of Article 13. Under Article 16.1 of
the TRIPS Agreement, if the use of the later GI in connection with identical or similar goodsis
likely to confuse the consumer as to the producer of the goods, then the owner of the registered
trademark should have the exclusive right to prevent that confusing use by the Gl owner. The
EC GI Regulation should reflect this.

182 Article 2.2(b) of the GI Regulation (definition of “geographical indication”).
18 Article 6(6) of the GI Regulation.

13 Under the EC GI Regulation, thisis atrademark that acquires rights (by application, registration, or,
where permitted, by use) before either (1) a Gl registration application has been submitted to the EC; or (2) the Gl is
protected in its country of origin.
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156. The EC GI Regulation, however, takes a very different approach. Far from providing that
the owner of aprior registered trademark has the right to prevent confusing uses, asisrequired
by Article 16.1, the GI Regulation, as a narrow exception to the general Gl right to prevent a
broad range of uses, simply permits the registered trademark holder to keep using his trademark
“notwithstanding” the later Gl registration. To be precise, Article 14(2) provides that such a
trademark that predates the Gl registration “may continue to be used notwithstanding the [l ater]
registration of a. . . geographical indication”. (Emphasis added.)

157. Inother words, Article 14(2) specifically envisions that, even in cases where use of a Gl
raises alikelihood of confusion within the meaning of Article 16.1 of the TRIPS Agreement, the
product that is marketed and labeled with that GI 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 his TRIPS Agreement
Article 16.1 rights to prevent any confusing use by the later-registered Gl. As discussed above,
however, the right to use a trademark without the right to exclude others from confusing uses
would mean practically nothing, since the whole purpose and value of atrademark isto be ableto
distinguish one company’s goods from the goods of other companies; without the ability to stop
confusing uses, thisvalueis eliminated. As Advocate General Jacobs of the European Court of
Justice wrote, atrademark’ s role can be fulfilled “only 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. . . 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.”**

158. Article 14(3), the sole provision in the EC Gl Regulation that addresses the confusing use
of registered Glsvis-a-vis trademarks, underscores the limited impact that trademarks can have
on Glsunder the GI Regulation. Article 14(3) provides that a Gl 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 is liable to mislead the consumer as to the true identity of the product.”*** In other
words, under the EC GI Regulation, trademark rights are fully respected only where the
trademark has been used for along time, and has considerable “reputation and renown”. Thereis
no guidance in the GI Regulation with respect to this standard.

159. Theexclusiveright under Article 16.1 to prevent confusing uses, however, isnot limited
to owners of long-standing trademarks of reputation and renown, however thisis interpreted.
Rather, it is an exclusive right the Members must provide to all owners of valid prior registered
trademarks, regardless of time of use, or of the trademark’ s reputation and renown.

1% Hag 11, para. 19. Exhibit US-8.

1% Emphasis added.
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160. Inlight of the EC GI Regulation, the EC trademark rules give no comfort that trademark
owners Article 16.1 rights will be respected. The EC trademark rules’ generally provide for
the rights required by Article 16.1 of the TRIPS Agreement. However, the EC Trademark
Regulation, for example —which provides for a multinational trademark right across the EC —
specifically undercuts these rights with respect to confusing geographical indications by stating,
at Article 142, that the Trademark Regulation “shall not affect” the EC Gl Regulation (whichin
paralel providesfor amultinational Gl right across the EC), and “in particular Article 14
thereof.” Moreover, by operation of law, trademark law rights under the laws of the EC member
States cannot contradict the provisions of EC regulations, including the Trademark Regulation
and the GI Regulation. Article 249 of the Treaty Establishing the European Community states
that aregulation “shall be binding in its entirety and directly goplicable in al [m]ember
States.”*® Consequently, if there is a conflict between domestic trademark law and the EC Gl
Regulation, the EC Gl Regulation prevails.*

161. Insum, under the EC GI Regulation, those who qualify to use a Gl with respect to
particular products have aright to use that Gl, even if that use resultsin alikelihood of confusion
with respect to a prior registered trademark. The best that the trademark holder can hope for,
under these circumstances, is continued use of his trademark on his own goods in the course of
trade. But as the jurisprudence quoted above points out, the right to use a registered trademark
means nothing if the owner of that trademark cannot exercise his exclusive right to prevent the
use of the same or similar signs on the same or similar goods that is likely to result in confusion.
For thisreason, Article 16.1 of the TRIPS Agreement requires Members to provide these
exclusive rightsin respect of all third parties.

187 Council Regulation (EC) No 40/94 of 20 December 1993 on the Community Trademark (“Regulation
40/94 on the Community Trademark”) and the First Council Directive of 21 December 1988 to approximate the laws
of the Member Statesrelating to registered trademarks (89/104/EEC). Exhibits COMP-7.a and COM P-6.

138 Consolidated Version of the Treaty Establishing the European Community, Article 249. Exhibit US-15.

139 See, e.g., Judgment of the European Court of Justice in Simmenthal II, in which the Court stated as
follows:

[1Tn accordance with the principle of the precedence of Community law, the relationship between

provisions of the Treaty and directly applicable measures of the institutions on the one hand and

national law of the M ember States on the other is such that those provisions and measures not only

by their entry into force render automatically inapplicable any conflicting provision of current

national law but - in so far as they are an integral part of, and take precedence in, the legal order

applicable in the territory of each of the Member States - also preclude the valid adoption of new

national legislative measures to the extent to which they would be incompatible with Community

provisions.

Case 106/77, Amministrazione delle Finanze dello Stato v. Simmenthal SpA, [1978] ECR 629, at para. 17. Exhibit
US-16.
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b. The EC’s explanations of the GI Regulation and the
circumstances surrounding its coming into force confirm that
the GI Regulation prevents owners of registered trademarks
from exercising their Article 16.1 rights

162. Invarious published explanations of the Gl Regulation, the EC has emphasized the right
of Gl ownersto use the Gl and the fact that conflicting trademarks will only be able to be used
alongside such Gls, provided that the trademarks remain valid. This confirms the above reading
of the text that, under the GI Regulation, the best the trademark holder can hope for isto be able
to continue to use his trademark alongside the confusing Gl.

163. For instance, Advocate Generd Jacobs of the European Court of Justice has explained
that “Article 14(2) is designed to alow a prior trademark to co-exist with a subsequently
registered conflicting designation of origin provided that the trade mark was registered in good
faith.”** Advocate General Jacobs concluded that, in light of asubsequently registered
geographical indication, the “use of the name” protected by a registered trademark can “be
allowed to continue pursuant to Article 14(2) of the regulation”, but only if the additional
requirements of Article 14(2) have been met.*** In addition, a publication of the European
Commission opines that the TRIPS Agreement only providesthat avaid prior trademark will
“exist dlongside the” later-registered identical or similar geographicad indication.** Indeed, the
EC has specifically characterized the relationship between a geographical indication and a
previoudy registered trademark in this situation as “ coexistence’, and statesthat “. . . the TRIPs
[Agreement] . . . clearly envisages coexistence.”'*®

164. Moreover, the EC has explained to the TRIPS Council that once a geographical indication
isregistered pursuant to the Gl Regulation, “everybody who meets the established criteria has the
right to use the geographical indication.”*** There was no suggestion of any limitation on that

140 Opinion of Advocate General’s Opinion in Case C-87/97, Consorzio per la Tutela del Formaggio
Gorgonzola v. 1. Kdiserei Champignon Hofmeister GmbH & Co. KG, Heising, Germany 2. Eduard Bracharz
Gesellschaft mbH, Vienna, Austria, delivered on December 17, 1998, para. 51. Exhibit US-17. The advocates
general assist the European Court of Justice by providing “reasoned opinions on the cases brought before the court”,
opinions that the judges consider when drafting the ultimate ruling. See “European Union institutions and other
bodies, The Court of Justice”, <http://europa.eu.int/institutions/court/index en.htm>. Exhibit US-18.

4 14., para. 58.

142 TRIPS Agreement — Geographical Indications, Official Publication of the European Commission, p. 23.
Exhibit US-19.

143 European Commission, Directorate General Trade, Report to the Trade Barriers Regulation Committee,
TBR Proceedings concerning Canadian practices affecting Community exports of Prosciutto di Parma, p. 35 (1999).
Exhibit COMP-13.

14 Review Under Article 24.2 of the Application of the Provisions of the Section of the TRIPS Agreement
on Geographical Indications, Responses to the Checklist of Questions, Addendum, Council for Trade-Related
Aspects of Intellectual Property Rights, IP/C/W/117/Add.10 (26 M arch 1999), p. 13 (EC response to question 36).
The EC has also explained that “a geographical indication must be used [in order to maintain rights].” Id. at p. 12
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right with respect to any prior registered trademark owners. Further, in the proposal that
ultimately led to an amendment to the EC Gl Regulation in April 2003,*° the Commission
explained that Article 14 offers atrademark no more than the “possibility of co-existence.”**

165. Thus, far from offering any comfort that the Gl Regulation preserves Article 16.1
trademark rights, these numerous explanations confirm the opposite conclusion.

166. Thisconclusion is even further buttressed by the unfortunately ill-fated attempt by the
European Parliament to address the problem created by denying trademark owners ther
exclusive right to prevent confusing uses of signs under EC law. The Committee on Legd
Affairs and the Internal Market of the European Parliament was critical of Article 14(2) of the Gl
Regulation for the very reasons identified in this submission: under Article 14(2), trademark
owners lose their right to prevent al third parties from using asimilar or identical sign that
resultsin alikelihood of confusion. That Committee stated:

To deprive atrademark owner of the exclusive right conferred by Community
trademark law by obliging him to allow a similar designation of origin or
geographical indication, such asislikely to cause confusion, to coexist with the
trademark is tantamount to expropriation. Given that the regulation makes no
provision to compensate trademark owners, such expropriation would constitute
illegal confiscation.*’

167. The proposed amendment by the Committee on Legal Affairs would have added the
following language, in rdevant part, to the end of Article 14(2):

This Regulation shall be without prejudice to the right accorded under the laws of
the Member States and/or Council Regulation (EEC) No 40/94 of 20 December
1993 on the Community trade mark to bring proceedings for infringement of the
right embodied in a trade mark conforming to the conditions set out in the first
sentence of this paragraph on account of the use of a designation of origin or

(response to question 30).

145 Council Regulation (EC) No 692/2003 of 8 April 2003 amending Regulation 2081/92, OJ L 99, July
14, 2003, p. 1. Exhibit COMP-1.h.

146 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, presented by the
Commission of the European Communities, 2002/0066 (Brussels, March 15, 2002), p. 4. Exhibit US-20.

147 Opinion of the Committee on Legal Affairsand 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), p. 14. Exhibit US-21. See also Exhibit COMP-14.
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geographicd indication subsequent to tha trade mark, be it under the civil,
administrative, or criminal law of the Member States.'*®

168. This proposed amendment would have incorporated the substantive disciplines of EC
trademark law into the GI Regulation, thereby providing for the ability of trademark ownersto
exercisetheir exclusiverights. In particular, the amendment would have provided for the rights
of the owner of avalid prior registered trademark to prevent the use of asimilar or identical
geographical indication when such use would result in alikelihood of confusion with the
trademark.

169. Unfortunately, the amendment was not adopted, and the defect in the EC Gl Regulation
remainsin place.

S. Conclusion with respect to the GI Regulation’s inconsistency with
Article 16.1

170. To conclude, TRIPS Article 16.1 requires that owners of registered trademarks have the
exclusiveright to prevent confusing uses by others. The EC GI Regulation does not permit
owners of registered trademarks to exercise thoserights. Therefore, the EC Gl Regulation is
inconsistent with the EC’ s obligations under Article 16.1 of the TRIPS Agreement.

D. The EC GI Regulation is inconsistent with Article 22.2 of the TRIPS
Agreement

171. Article 22.2 of the TRIPS Agreement requires that “[i]n respect of geographical
indications, Members shall provide the legal means for interested parties to prevent:

@ the use of any meansin the designation or presentation of a good
that indicates or suggests that the good in question originatesin a
geographic area other than the true place of origin in a manner
which misleads the public as to the geographic origin of the good,;

(b) any use which constitutes an act of unfair competition within the
meaning of Article 10bis of the Paris Convention (1967).

172. Asdiscussed above in the context of national treatment, Article 22.2 requiresWTO
Membersto providethese legal means directly to all “interested parties’, arequirement that is
not met by simply providing such meansto WTO Members at the government-to-government
level.

148 Exhibit US-21, at pp. 13 - 14.
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173.  “Interested parties’ is not defined in the TRIPS Agreement, but Article 10 of the Paris
Convention, concerning fal se indications of geographical source, provides useful context that an
“interested party” includes a producer or seller established in the region falsely indicated as the
source. Asdiscussed in the national treatment context, this includes producers or sellersin
regions located outside the territory of the country where the false indication of sourceis being
used.

174. The EC GI Regulation does not providethe legal meansrequired by Article 22.2 to
interested partiesin at | east two respects. First, as discussed above, interested persons with Gls
outside the EC do not have the legal means to register and protect their own Gls —that is, those
Glsintheir country of origin —on an EC-wide basis under the GI Regulation. They therefore do
not have the legad means under the GI Regulation to prevent misleading uses under Article
22.2(@) or acts of unfair competition under Article 22.2(b) of the TRIPS Agreement “[i]n respect
of geographical indications.”

175. Itisimportant torecall that Article 2(1) of the Gl Regulation specifies tha “ Community
protection of designations of origin and of geographical indications of agricultural products and
foodstuffs shall be obtained in accordance with this Regulation.”**® The broad protections laid
out in Article 13 of that Regulation appear to encompass those that are required by Article 22.2
of the TRIPS Agreement. And, in fact, some interested parties — those with geographical
indications located in the EC — do have the legal means to protect their Gls against misleading
uses and acts of unfair competition through the registration process.

176. But for interested parties with geographical indications located outside the EC, the legal
means to protect their Gls on a uniform basis throughout the territory of the EC are theoretically
available only if the WTO Member in which their products are produced adopts an EC-specified
system of Gl protection and offers reciproca treatment to EC goods.*®® With respect to interested
partiesin other WTO Members that do not satisfy these requirements, therefore, the EC Gl
Reguldion failsto provide any legal means whatsoever to prevent misleading usesor unfair acts
of competition on an EC-wide basis.

177.  Further, even if that Member adopted the appropriate sysem and offered reciprocity to
the EC, the interested party would continue to depend on its Member government to intercede on
its behalf and consult with any affected EC member State, make a determination that the
interested party’ s application meets the requirements of the Gl Regulation, certify to the
Commission that it has the proper protection system and inspection structurein place, and
transmit the application to the Commission.” Therefore, the EC Gl Regulation does not provide

1 Emphasis added.
1% Article 12 of the GI Regulation.
181 Article 12 of the GI Regulation.
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the legal meansto prevent misleading uses on an EC-wide basisto “interested parties’ from all
WTO Members.

178. Thus, aninterested party from a Member that does not have an EC-equivalent system and
that does not offer reciprocity does not have the legal means required by Article 22.2 of the
TRIPS Agreement. Further, there is nothing that this interested party can do to obtain the “legal
means’ guaranteed him under the TRIPS Agreement, because it is not in a position, either to
establish afull EC-style Gl system in his home country, or to provide reciproca treatment. In
addition, even if such a system were in place, the interested party would need to rely on its own
government to act on an application, which that government may or may not have the
infrastructure or the political inclination to do. Consequently, the Gl Regulaion provides a
possible method — and one that is highly intrusive and costly — only for other Members to obtain
Article 22.2 protection on behalf of interested partiesin their territory. It does not provide those
legal means directly to those interested parties, as required by Article 22.2.

179. Moreover, there is a separate and possibly more serious concern with respect to interested
parties ability to object to the registration of Gls under the EC Gl Regulation. As discussed
above in the context of national treatment, the ability to object to aregistration is an important
element of the legal means required to prevent misleading uses and acts of unfair competition
under Article 22.2 of the TRIPS Agreement. Thisis because once a Gl isregistered and
protected, there appears to be no ability to prevent or limit its use through the EC,**? even if it is
or becomes misleading or confusing. In spite of this, interested parties from third countries
cannot object directly to the registration of a Gl. Rather, they must request their government to
do s0.”** However, their government may or may not have the infrastructure or the inclination to
present the objection to EC officials. Making the exercise of privae rights contingent on actions
of government entities outside the right holder’ s control failsto provide legal meansto exercise a
privateright, as required by Article 22.2 of the TRIPS Agreement.

180. Further, Article 12d limits the persons who can object to an application for registration
submitted by an EC member State to persons from “a WTO member country or athird country
recognized under the procedure provided for in Article 12(3)”, i.e., satisfying the conditions of
equivalency and reciprocity described earlier in this submission. It appears that interested parties
from WTO Members who do not satisfy the conditions of equivalency and reciprocity may not
object to the registration of a Gl, and therefore do not have the legal means to prevent misleading
uses required by Article 22.2 of the TRIPS Agreement.

181. Inaddition, the Gl Regulation provides, under Articles 7, 12b and 12d that only those
with a*“legitimate interest” or a“legitimate economic interest” have aright to object. As
discussed above, the Paris Convention provides that an interested party can be any producer or

152 Recall that thisis an EC Regulation, which isimmediately applicablein all EC member States.
158 Articles 12b and 12d of the GI Regulation.
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seller established in the region falsely indicated as the source in agiven territory, which may be
different from the region in which the false indication is being used. To the extent that the Gl
Regulation’ s requirement means that the person must have an economic interestin the EC, it is
inconsistent with the TRIPS Agreement obligation to make legd means availableto all
“interested parties’ and not just those established or doing business in the EC.

182. Finally, the possible grounds for objection — that the registration of the name “would
jeopardize the existence of an entirely or partly identical name or of amark or the existence of
products which have been legally on the market for & least five years’*** —is unduly restrictive
and does not provide legal means to object to aregistration in order to prevent “the use of any
means in the designation or presentation of agood that indicates or suggests that the good in
question originates in a geographic area other than the true place of origin in a manner which
misleads the public as to the geographic origin of the good” or “ any use which constitutes an act
of unfair competition within the meaning of Article 10bis of the Paris Convention (1967).”

183. Consequently, the EC GI Regulation failsto providethe required legal meansto
interested parties as required by Article 22.2.

E. The EC GI Regulation is inconsistent with the EC’s enforcement obligations
under the TRIPS Agreement

184. Part Il of the TRIPS Agreement —“Enforcement of Intellectual Property Rights” —
contains a broad range of obligations with respect to the enforcement of intellectual property
rights covered by the Agreement, which includes trademark rights and rights in geographical
indications. Asdescribed in section 1V.C of this submission, the EC GI Regulation denies the
owner of aregistered trademark its Article 16.1 exclusive right to prevent al third parties from
using the same or amilar signs for identical or similar goods as those for which the trademark is
registered where such usewould result in alikelihood of confusion. Further, the EC Gl
Regulation does not, with respect to Gls, provide the required legd means to interested parties to
prevent misleading uses or acts of unfair competition. Therefore, as summarized below, that
Regulation is also inconsistent with numerous TRIPS Agreement obligations to enforce
intellectual property rights.

185. Article 41.1 requires that enforcement procedures be available to permit effective action
against any act of infringement of intellectual property rights, and expeditious remedies to deter
further infringements. In contrast, under the EC Gl Regulation, an owner of aregistered
trademark does not have any procedures available to him to take action against infringement of
his trademark by aregistered Gl, and has no remedies available to him to deter such further
infringements. The same is true of interested parties with Gls based in territories other than the
EC.

15 Article 7(4) of the GI Regulation.
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186. Article 41.2 requires that enforcement procedures be fair and equitable, and not be
unnecessarily complicated or costly, or entail unreasonable time-limits or unwarranted delays.
Article 41.4 requires the opportunity for judicial review. Neither of these obligations are
satisfied with respect to owners of registered trademarkstrying to enforce their Article 16.1 rights
vis-a-vis aconfusing Gl or to interested parties with Gls based in territories other than the EC.

187. Article 42 requiresthat civil judicial procedures concerning the enforcement of “any
intellectual property right” be made available to rightholders. Article 44.1 requires that judicial
authorities have the authority to issue ordersto desist from infringement. Asdetailed in this
submission, no such procedures or injunctions are available to owners of registered trademarks
vis-a-vis confusing signsthat are registered as Gls. And no such procedures or injunctions are
availableto holders of rightsin Gls located in WTO Members that do not satisfy the equivalency
and reciprocity requirements of the GI Regulation.

188. Consequently, the EC GI Regulation isinconsistent with the TRIPS Agreement
obligations to enforce intellectual property rights, including Articles41.1, 41.2, 41.4, 42, and
44.1.

F. The EC GI Regulation is inconsistent with Article 65.1 of the TRIPS
Agreement

189. Under Article 65.1 of the TRIPS Agreement, the EC was obligated to apply the
provisions of the TRIPS Agreement as of one year after the date of entry into force of the WTO
Agreement, i.e., one year after January 1, 1995, or as of January 1, 1996.

190. Asdemondrated inthis submisson, the EC Gl Regulation is still inconsistent with
several provisions of the TRIPS Agreement, and consequently also violates Article 65.1 of the
TRIPS Agreement.

V. CONCLUSION
191. For the foregoing reasons, the United States requests that the Panel find that the EC Gl

Regulation isinconsistent 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 obligations.
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