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Delegations will find attached a Presidency working document on translation arrangements and

distribution of fees relating to the Community patent for discussion at the Intellectual Property

(Patents) Working Party meeting on 15 May 2008.

8928/08 LK/mg
DGCI



TOWARDS A COMMUNITY PATENT

The Community patent is a fundamental, but still missing element of the EU’s industrial property
system. Together with the development of a patent jurisdiction for the Community, the creation of
the Community patent title would provide users with an optimal patent system to encourage

innovation and improve the competitiveness of the European economy.

A cost effective, legally secure Community patent would in particular benefit SMEs and would be
complementary to the Small Business Act for Europe. Indeed, in the context of consultations in the
run-up to the Small Business Act, representatives of small business stressed the need for a
Community patent. This would make access to the patent system easier, less costly and less risky

for SMEs.

At the same time a unitary title providing equal protection throughout the entire territory of the EU
would enhance and render more effective the fight against counterfeiting and the copying of
patented products produced by European companies. A complete geographical protection without
any loopholes would help to prevent the entry of counterfeit products into the European Single
Market. An EU-wide scope of application would facilitate their seizure by customs authorities at all
external borders of the EU and their removal from the market wherever they enter distribution

channels.

Given the importance of the Community patent the Presidency considers that it should be possible
to find effective solutions for overcoming the remaining stumbling blocks. Outstanding issues that
need to be addressed concern, in particular, the translation arrangements and the distribution of
revenue from annual fees paid to maintain the Community patent in force. A multilingual character
of the Community patent and practical arrangements providing translations at a very early stage of
proceedings would facilitate access to the patent system in particular for SMEs. A table illustrating

how the envisaged criteria for the distribution of fee income could work is presented in the Annex.
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I. TRANSLATION ARRANGEMENTS

At the Council working party of 12 March 2008 the Presidency explored how to improve the
translation arrangements with a view to reducing costs of the Community patent while also
improving legal certainty, and in particular for the benefit of SMEs. This discussion took place on

the basis of its Working Document 6985/08 dated 28 February 2008

Two possible options were considered for translation arrangements. The Presidency notes that there
was little support for Option 1 providing for a "flexible" Community patent. By contrast, a
significant number of Member States lent their support to Option 2 providing for a Community
patent with translation performed by a central service and stressed the need for ensuring a good

quality of such translations.

On the basis of discussions in the Council Working Group, and taking into account previous work,
the Presidency would suggest the following package concerning the translation arrangements. The

threefold objective of this package is:

1.  to provide for maximum reduction of complexity and costs for companies, in the
interest particularly of SMEs;

2. to foster the dissemination of patent information and technical knowledge in general in
all Community languages, and

3. to ensure a fair balance between reduction of costs for patent holders and applicants on
the one hand and the legitimate interests of third parties in case of legal disputes on the

other hand.

Accordingly translation arrangements need to be addressed concerning three different aspects:
— the filing of the application,
—  the publication of the application and grant of the patent,

— the case of legal disputes between the patent holder or applicant and third parties.
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1. THE FILING OF THE PATENT APPLICATION

Patent applications would have to be filed with the from Member States who do not have a
language in common with one of the European Patent Office (EPO) in one of its three working
languages. However, in order to facilitate access to the patent system for SMEs in those Member
States who do not have a language in common with one of the EPO's languages, applicants should
be entitled to file applications in their own language with their national office. The national office
would than take care of the translation of the application into one of the EPO languages designated
by the applicant as language of proceedings. National offices would be reimbursed for theses costs
by the Community patent system (mutualisation of the costs) as already envisaged in the Common

Political Approach in 2003.

2. THE AVAILABILITY OF TRANSLATIONS ONCE THE APPLICATION IS PUBLISHED
AND ONCE THE PATENT IS GRANTED

The patent would be granted in the language of proceedings and would be valid in the entire
territory of the Community without the patent holder having to provide any translations. This would
make the procedure very simple and would result in significant cost savings for the applicant.
Moreover, since there would be no link between translation and territorial scope it would avoid the

patentee needing to make difficult decisions on the geographical coverage required in the future.

However, as foreseen in Option 2 in Working Document 6989/08, translations would be available to
interested parties via a central service in all Community languages. The central service would make
use of automated technical translation, such as that done at the EPO. The system developed there
currently functions with certain language pairs and would be extended to include all Community
languages before the Community patent comes into operation. Some additional human support may,
however, be necessary for certain language pairs during this transitional period. These translations

would be made available for information purposes only and would not have any legal effect.
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An automated translation system would involve the creation of databases of electronic dictionaries
of technical terms directly linked to the International Patent Classification system. This would
ensure a highly precise translation of technical vocabulary, avoiding ambiguities where the same
word has a different meaning according to the field of technology. Efforts would also be made to
improve the non-technical aspects of translations. The creation of these databases could benefit the
European patent system as a whole. Not only would they improve the provision of information to
the public at large and the dissemination of technological knowledge in all Community languages,
but they could also be used by national offices and the EPO for searching prior art in different

languages.

Such automated translations would be available for the entire patent specification, including the
claims. This would significantly improve patent information, since in order to properly understand
the claims it is normally necessary to read also patent specification. Furthermore, translation of the
patent by a central service would ensure consistency between translations, particularly on technical
vocabulary, and contribute to their informative value for third parties. Finally, one other important
advantage would be that translations would be available at the time of the publication of the
application. Currently, patent translations are hardly ever consulted. One reason for this is that they
are only available several months after the patent is granted. This could be years after the
publication of the application. This is too late to be of benefit for companies or researchers working

in rapidly-advancing high technology fields.

The creation of such an automated translation system, and in particular, of technical terminology
databases, could be supported by Community funding to the extent necessary, given the advantage
for the patent system and its beneficial effect to the promotion of innovation in the Europe.
Furthermore, a financial incentive could be provided to those Member States who participate in the

setting up of the system, in particular, the electronic dictionaries for their respective languages.
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3. FULL TRANSLATIONS OF THE PATENT OR THE APPLICATION IN CASE OF
DISPUTE

Only a small number of patents are the subject of a legal dispute between the patent holder or the
applicant with a third party, whether settled out of court or resulting in court action. Indeed,
available data demonstrate that less than 1% of patents are actually litigated. In case of legal
disputes, where the patent holder claims that his patent is infringed, the legitimate interest of the
defendant requires that the patent holder, if requested, provides a full translation of the patent and of
supporting documentation in the language of the Member State where the other party is domiciled

or where the alleged infringement took place.

This is not limited to court proceedings but also applies to any legal dispute settled out of court.
Costs for these translations have to be borne by the patent holder or the applicant. However, these
costs could be reduced as a machine translation would already be available and only revision and
approval by a translator would be necessary in order to ensure accuracy. National patent offices, for
example, could offer such services and provide specialised, rapid, cost-effective translations to
patent holders and applicants. This would facilitate the enforcement of patents, particularly for

SMEs, while safeguarding legitimate interests of third parties.

II. DISTRIBUTION OF FEES

A second question to consider is the distribution of revenue received from the renewal fees for the

Community Patent.

The Competitiveness Council studied this question in the context of adoption of the Common

Political Approach on the Community Patent of 3 March 2003.
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Regarding the question of renewal fees, this approach comprised several different elements:

1.  The renewal fees should be equivalent to the fees paid on an average European Patent,
i.e. one which covers currently about 5 to 6 Member States. In this way, the renewal
fees for a Community Patent offering protection over all the EU territory would be
lower than for a current European Patent with protection in less than a quarter of
Member States.

2. The fees would be directly payable to the European Patent Office (EPO), which would
be responsible for granting the Community Patent. The EPO would keep 50% of
renewal fees to cover its costs of processing the Community Patent.

3. The remaining 50% of renewal fees would be distributed to National Patent Offices
(NPOs) of Member States. A distribution key would define the distribution of these

fees.

In the common political approach of 2003, it was agreed that the distribution key should be based
on a basket of fair, equitable and relevant criteria, which should reflect patent activities and the size
of the market. They should also apply a balancing factor to be applied where Member States

currently have a disproportionately low level of patent activities.

The Presidency therefore proposes the following procedure:

o The Council should agree, as part of the package concerning the Community Patent, on
the relevant criteria for the level of renewal fees and for the allocation of the 50% share
being distributed among NPOs. A Select Committee of the EPO Administrative Council
comprising representatives from the European Community and all EU Member States
would be established. This committee shall, once the Community patent enters into
force, implement these criteria and fix both the level of the renewal fees and the precise
distribution key for their allocation.

. The Select Committee shall periodically review its decisions, taking into account

economic development and changes in patenting activity.
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The distribution of fees should be based on an appropriate mix of different economic criteria such
as market size (population), and the evolution of patent activity in Member States. Some of these
elements were already included as criteria when the Luxembourg Agreement relating to Community
Patents was adopted in 1989. Although the current partition of fees and level of patent activity has
to be taken as a starting point, the distribution will change over time taking into account the fact that
patent activity in those Member States that currently have the lowest levels is expected to increase.
Moreover, the current repartition of renewal fees in Member States reflects the limited geographical
coverage of patents given that the bulk of European patents cover a limited number of Member

States.

Considering that the future Community patent will cover the entire EU territory, the repartition of
fees should be balanced towards Member States which currently have the lowest levels of
validations. In addition to this balancing factor, these criteria could include variables concerning the

stimulation and promotion of innovation.

Furthermore, a premium could be foreseen in order to facilitate the use of the future Community
patent by companies from those Member States not having an official language in common with
one of the EPO languages; their national offices could receive the financial means to provide more
support to such companies. This need arises in particular in relation to SMEs both with respect to

the filing of patent applications and subsequent patent prosecution before the EPO.

In this respect Member States not having an official language in common with one of the three EPO
languages will receive a lump sum and an amount related to a population criterion and the market
size. All Member States will receive two different premiums related to an inverse ranking in terms
of patenting activity. The first one will refer to the numbers of first filings per capita, whereas the
second one will be based upon the number of European patents granted per one million inhabitants.
The remainder shall be distributed in accordance with the pro rata of the Member State in relation to

all 27 Member States.
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In conclusion it is proposed to distribute the available (remaining 50%) renewal fee income as

follows:

o About 11 % on the basis of language criteria (comprising a lump sum and variable
amounts based on population criteria).

o About 6 % related to promotion of innovation criteria based on first filings (national,
European and PCT applications filed by residents) and EPO granted patents.

o About 83 % related to base criteria (relative EU-27 share of the Member State

concerned under the current system).

It is necessary to take into account that certain Member States are currently having relatively low
patenting activity which is likely to rise considerably in the coming years. Accordingly, the
repartition of fees in the annexed table provided for illustrative purposes only is likely to have
changed significantly once the Community Patent enters into force. The table here is intended to
demonstrate how the application of the envisaged criteria would work in the present situation. The
application of the above criteria will lead to a different picture and different percentages once

patenting activity will have further evolved.

At this stage it is proposed that the Council would make a definitive choice on the method and
criteria used to determine the level of renewal fees and the distribution key, whereas the
implementation and supervision of the application in practice would be entrusted to the Select
Committee of the EPO Administrative Council. The Select Committee would implement the criteria

and decide on the precise distribution key based on the situation at the time of implementation.
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For illustrative purposes - in permanent evolution - based on different level of national fees and seniority of contracting parties to the EPO

UE27 Dist. key

Language Criteria (1)

Promotion innovation 1stCriterion (2)

Promotion innovation 2ndCriterion (3)

Base Criterion (4)

Total (1+2+3+4)
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Germany 82,3 | 94.616 | 31,6% 47.855 581 1 0,3% 24 0,3% 14.274 173,4 1 0,26% 24 0,3% 78.881  26,3% 78.929 26,3%
France 63,4 | 39.200 | 13,1% 15395 243 8 2.1% 190 2,1% 4498 710 8 212% 190 2,1% 32.681 10,9% 33.062 11,0%
UK 60,9 | 34.898 | 11,6% : 15825 260 7 1,9% 167  1,9% 2254 370 11 291% 262 2,9% 29.094  9,7% 29.523  9,8%
Italy 59,1 | 25.751| 8,6% No 450 0,15% : 4.807 21,4% 9.862 167 12 3,2% 286 3,2% 2317 392 10 2,65% 238 2,6% 21.469 7,2% 27.249 9,1%
Netherlands 16,4 | 24.083 | 8,0% 450 0,15% : 1.329  5,9% 5577 341 6 1,6% 143  1,6% 1919 1174 5 1,32% 119 1,3% 20.078  6,7% 22119  7,4%
Austria 8,3| 20.173| 6,7% 0 0% - 0 3.171 383 3 0,8% 71 0,8% 656 79,1 7 1,85% 167  1,9% 16.818  5,6% 17.056 5,7%
Spain 445] 16.211| 54% No 450 0,15% : 3.615 16,1% 3.479 78 14 3,7% 333 3,7% 361 81 15 3,97% 357 4,0% 13.515  4,5% 18.270 6,1%
Sweden 91| 10.914| 3,6% No 450 0,15% 741 3,3% 3241 35 5 1,3% 119 1,3% 1.501 1648 4 1,06% 95 1,1% 9.099 3,0% 10.503  3,5%
Denmark 54 7.914 | 2,6% No 450 0,15% 442  2,0% 1979 364 4 1,1% 95 1,1% 507 932 6 159% 143  1,6% 6.598 2,2% 7.728  2,6%
Belgium 10,6 7.357 | 2,5% No 450 0,15% 860 3,8% 1.338 126 13 3,4% 309 3,4% 561 53,0 9 2,38% 214 2,4% 6.134 2,0% 7.967 2,7%
Ireland 4,3 4.228 | 1,4% 706 164 11 2,9% 262 29% 121 281 12 317% 286 3,2% 3.525 1,2% 4.072  1,4%
Finland 53 3.903 | 1,3% No 450 0,15% 428  1,9% 2110 400 2 0,5% 48 0,5% 885 1679 2 0,53% 48 0,5% 3.254  1,1% 4.227  1,4%
Portugal 10,6 3.156 | 1,1% No 450 0,15% 861 3,8% 172 16 27 7,1% 642 7,1% 19 1,8 19 5,03% 452  5,0% 2.631 0,9% 5.036 1,7%
Greece 11,2 2.674| 0,9% No 450 0,15% : 908 4,0% 631 56 19 50% 452 5,0% 30 2,7 17 4,50% 404 4,5% 2229  0,7% 4.444  1,5%
Luxemburg 0,5 1.581| 0,5% 85 181 9 24% 214 24% 67 1426 3 0,79% 71 0,8% 1.318  0,4% 1.604 0,5%
Hungary 10,1 671 | 0,2% No 450 0,15% 818 3,6% 714 71 15 4,0% 357 4,0% 35 35 16 4,23% 381 4,2% 559  0,2% 2.565 0,9%
Cyprus 0,8 503 | 0,2% No 450 0,15% 63  0,3% 31 40 21 56% 500 5,6% 15 19,5 13 3,44% 309 34% 419  0,1% 1.741  0,6%
Estonia 1,3 365 | 0,1% No 450 0,15% 109  0,5% 24 18 26 6,9% 619 6,9% 2 1,5 20 5,29% 476 5,3% 304  0,1% 1.957  0,7%
Czech
Republic 10,3 323 | 0,1% No 450 0,15% 836  3,7% 597 58 18 48% 428 4.8% 21 20 18 4,76% 428 4,8% 269  0,1% 2411 0,8%
Romania 21,6 309 | 0,1% No 450 0,15% : 1.753  7,8% 941 44 22 58% 523 58% 0,0 27 7,14% 642 7,1% 258  0,1% 3.626  1,2%
Slovakia 5,4 245 | 0,1% No 450 0,15% 438 2,0% 156 29 24 6,3% 571 6,3% 8 1,5 21 556% 500 5,6% 204 0,1% 2.163 0,7%
Bulgaria 7,7 223 | 0,1% No 450 0,15% 624  2.8% 268 35 23 6,1% 547 6,1% 4 0,5 23 6,08% 547  6,1% 186  0,1% 2354 0,8%
Slovenia 2,0 179 | 0,1% No 450 0,15% 163 0,7% 371 185 10 2,6% 238 2,6% 21 104 14 3,70% 333 3,7% 149  0,0% 1.333  0,4%
Lithuania 3,4 76| 0,0% No 450 0,15% 275 1,2% 71 21 25 6,6% 595 6,6% 0 0,0 26 6,88% 619 6,9% 63  0,0% 2.001 0,7%
Latvia 2,3 74| 0,0% No 450 0,15% 185 0,8% 117 51 20 53% 476 53% 2 09 22 582% 523 5.8% 62 0,0% 1.696  0,6%
Poland 38,1 157 | 0,1% No 450 0,15% : 3.099 13,8% 2.286 60 17 45% 404 4.5% 17 04 24 6,35% 571 6,3% 131 0,0% 4.655 1,6%
Malta 0,4 9| 0,0% No 450 0,15% 33 0,1% 26 65 16 4,2% 381 4,2% 0 0,0 25 6,61% 595 6,6% 8 0,0% 1.465 0,5%
Total UE27 495,0 | 299.793 | 100% 9.443 3,2% | 22425 7,5% 117.028 8.994 3,0% 30.095 8.994 3,0% 249.937 83,4% 299.755 100%
EPO data: ' CA/169/07 (p.6); 2 CA/50/07 (p.403); > CA/124/06 (p.14); 4 CA/71/08 (p.3); ° EPO Annual Report 2006 (p.95); ® Eurostat 2007
Criteria for distribution hypothesis (Adjusted every X years)
1) Incentive criteria to facilitate and contribute to the access of companies regarding the use of EPO official languages
Around 11 % of the total income from renewal fees (to be directed to MS) will be distributed to each MS the national language being not an EPO official language (EN, FR, DE)
(2)/(3) Criteria to stimulate protection and promotion of innovation (national & european level)
2x3 % of income from the renewal fees (to be directed to MS) will be distributed in accordance with a reverse proportionality criteria of Patent applications/106 hab by all MS
The reverse proportionality was established in accordance with a decreasing ordination of MS having into consideration the number of Nationale and European patent applicantions
by million of inhabitants. The relative position of each MS was converted by a percentual scale.
(4) Base criteria
The remaining part (around 83%) will be directed to MS in accordance with a fixed percentage (but different from MS to MS) calculated based in the current income received (50% of total)
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