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Introduction

The Alliance Against IP Theft (the “Alliance”) welcomes the recent Consultation Paper issued by the Patent Office on the measures necessary to implement the Enforcement Directive. This response complements the individual submissions made by the separate members of the Alliance.

As the Government is aware, the Alliance represents a broad range of UK right holders whose industries form the backbone of the British economy.  The Alliance seeks to ensure that intellectual property (“IP”) rights are properly protected. Lack of such protection impacts on revenue streams to the Exchequer, creates easy income streams for those who are engaged in organised crime and compromises consumer satisfaction and safety.

This paper sets out the Alliance’s response to Annex B of the consultation paper, the Transposition Note, and highlights the areas of current UK law which do not comply with the provisions of the Enforcement Directive.  Within the paper there are several suggested amendments to UK law which the Government may wish to consider when seeking to implement the provisions of the Directive.

Article 4:  persons entitled to apply for the application of measures, procedures and remedies

The Alliance submits that the intention in the Transposition Note to leave the law unchanged in respect of Article 4 falls short of implementing the Directive correctly and will not effect the changes required. 

The Alliance considers that professional defence bodies and properly mandated collective rights management bodies, including anti-piracy organisations (all such bodies and organisations being referred to in the rest of this submission as “IP bodies”) have a public interest to protect in bringing proceedings themselves where IP rights are infringed. IP bodies may correctly wish to take legal action on behalf of, for example, a small member company owning IP who neither has the financial muscle or enforcement profile to commence enforcement action – but where the infringing conduct of the kind complained of is damaging to a wide repertoire of businesses.

Article 4 requires that persons entitled to seek application of the measures, procedures and remedies referred to in this chapter include IP bodies. The Directive requires that IP bodies do therefore have a cause of action where IP rights of the kind sought to be protected by them are infringed.

The current rules - whether under Part 19 of the Civil Procedure Rules (the “CPR”) or by way of power of attorney - do not give IP bodies the locus standi to take claims in their own name on behalf of members as required by the Directive – absent copyright ownership.

Such claims under Part 19 of the CPR may possibly be taken by members of IP bodies on behalf of other members with equivalent interest.  But IP bodies themselves cannot be said to have an interest which corresponds sufficiently to that of the relevant rights holder to bring a representative action.

Even where a power of attorney is in place, any action brought by the IP body would necessarily be in the name of and for the benefit of its member: the claimant would still have to be the rights holder.

Therefore, in order to give effect to the Directive, IP bodies must be given statutory support for their locus standi under the substantive law. The Alliance submits that an appropriate provision establishing this must necessarily be included within the Copyright, Designs and Patents Act 1988 (“CDPA”). 

Note that concerns as to IP bodies acting in an uncontrolled manner could be readily countered by including a requirement in appropriate situations for authority to be given in writing by the IP right owner and that such authority may be given in advance on a generalised basis before the issue of proceedings.

Article 5:  Presumption of authorship or ownership

The Alliance submits that the Transposition Note falls short of the general obligations outlined in Article 3, that Member States shall provide for the measures, procedures and remedies necessary to ensure the enforcement of the IP rights covered by the Directive…shall be fair and equitable and shall not be unnecessarily complicated or costly.  

Presumptions in criminal law

The Alliance notes that the Transposition Note makes reference to section 107(6) of the CDPA.  This is the section which states that the presumptions which apply in sections 104 to 106 CDPA do not apply to the section 107 offences.  The effect of this is that rights holders cannot rely upon the presumptions in the context of criminal proceedings.  

In the vast majority of criminal cases the subsistence and ownership of copyright is not challenged.  In a minority of criminal cases the defence challenge these issues as a tactic to make the burden of prosecution more onerous.  Frequently defendants making these points have had the privilege of full legal aid.  On occasion they have made the burden of prosecuting so onerous that the CPS has declined to prosecute.  Accordingly, if the presumptions applied in criminal law it would, in the minority of cases simply prevent the ability to mount unmeritorious defences.  The presumptions would of course be rebuttable.  The Alliance notes that recent cases in the Court of Appeal
  have shown that the reversal of such a burden of proof does not run counter to the provisions of the Human Rights Act 2000.  The Alliance therefore suggests that section 107(6) should be amended to delete the word “not”, to enable the presumptions to apply in criminal proceedings.  The Alliance is, of course, aware that the Enforcement Directive is primarily concerned with civil procedure and remedies but given the wording of Article 16, and the fact that that Transposition Note makes reference to the criminal provisions, the Alliance feels that it is appropriate to consider the criminal presumptions in the context of correct implementation of the Enforcement Directive.

Presumption of subsistence of copyright

Section 139 (2) of the Irish Copyright Act
 provides that:

“Copyright shall be presumed to subsist in a work until the contrary is proved”.

The Alliance submits that such a provision should be included within the CDPA.  

Presumption of lack of licence

The Alliance submits that, in addition to presumptions of subsistence and authorship and ownership, there also ought to be embodied in UK law, a presumption that the defendant does not have a licence to exploit the copyright work.  Again, this presumption would be rebuttable and the defendant could easily prove the fact of his licence by producing it to the court.  This would reflect the law relating to other forms of licence such as firearms or television licences.

The Copyright Act 1978 (South Africa) provides a presumption that any act done without the permission of the exclusive licensee is also done without the permission of the copyright owner:

26. (11) Where in any proceedings by virtue of this Chapter with regard to the alleged infringement of the copyright in a work it is proved that the person alleged to have done an act which allegedly infringes the relevant copyright did such act without the authority of the exclusive licensee, it shall be presumed, unless the contrary is proved, that the relevant act was done also without the authority of the owner of the copyright concerned."

This presumption applies in criminal as well as in civil proceedings.  The Alliance submits that wording to this effect should be introduced into the CDPA.

Article 6:  Evidence

The Alliance agrees with the Transposition Note.

Article 7: Civil Search and Seizure
The Alliance respectfully submits that the Transposition Note is not correct and that UK law is not compliant with the Directive, for the following reasons:

· The civil search and seizure remedy in England and Wales does not comply with Article 3(1) of the Directive, which requires that “the measures, procedures and remedies necessary to ensure the enforcement of the IP rights covered by this Directive… shall be fair and equitable and shall not be unnecessarily complicated or costly”.  This echoes Article 41(2) of the TRIPS Agreement, requiring that such remedies “shall not be unnecessary complicated or costly”. The current, inflexible requirement of a supervising solicitor in all cases is unnecessary and creates excessive cost.

· Article 7(5) has been misconstrued.  It is highly desirable for witness identity to be protected in the context of the civil search and seizure application.

The Alliance recommends that an amendment to the current civil search and seizure procedure present within the CPR be introduced pursuant to Article 7(5) of the Directive.  The Alliance also recommends that the “supervising solicitor” procedure be removed from the civil search and seizure procedure rules within the CPR.

Article 7(5)

Civil search and seizure orders are designed to be utilised by (inter alia) IP rights holders who wish to seize and preserve evidence of the infringement of their IP rights.  The evidence upon which applications for such orders are based frequently takes the form of witness statements, whereby a witness indicates that evidence of IP right infringement (for example, a consignment of pirated goods) is present at a particular location.

In such situations, the identity of that witness would be widely known, and in particular, known to the Defendant and its associates.  This can result in social, employment or even personal safety risk to the witness, especially in situations where the witness is providing evidence in relation to organised acts of IP infringement.

At present, common law and, to an extent, CPR obligations require the identity of such witnesses to be made known.  This is a significant dissuasive factor in witnesses choosing to provide evidence to right holders in respect of acts of IP infringement. The equitable solution to this problem is that CPR 39.2(4) should be specifically extended to witnesses who provide evidence in the context of civil search and seizure order applications.  

There is precedent for such a provision in the Irish Copyright Act, section 132, which states, in the context of civil search and seizure order applications:

“(3) In any application [for a civil search and seizure order] the court hearing such application may receive hearsay evidence to the effect that the witness or deponent believes that the material may be found in a particular location.

(4) A witness or deponent shall not be obliged to indicate the source of the information upon which that witness formed the belief that material may be found in a particular location.”

Supervising Solicitor

An essential feature of the civil search and seizure process is that a third party solicitor, unconnected with either of the litigant parties, must be instructed (at the Claimant’s expense) to attend the execution of the civil search and provide a written report in respect of that search.  This creates a significant costs burden and adds a practical deterrent to Claimants in utilising the civil search remedy.

The supervising solicitor procedure is an expensive anachronism. It was created prior to the Woolf reforms, which were introduced with the intention of streamlining litigation, reducing costs and increasing access to justice.  The supervising solicitor procedure, especially in the context of “business to business” litigation, offends against each of those aims. In this regard it is instructive to set out Rule 1.1 of the CPR in full:

"(1) These Rules are a new procedural code with the overriding objective of enabling the court to deal with cases justly;

(2) Dealing with a case justly includes, so far as is practicable

a. ensuring that the parties are on an equal footing; 

b. saving expense; 

c. dealing with the case in ways which are proportionate 

i. to the amount of money involved; 

ii. to the importance of the case; 

iii. to the complexity of the issues; and 

iv. to the financial position of each party; 

d. ensuring that it is dealt with expeditiously and fairly; and 

e. allotting to it an appropriate share of the court's resources, while taking into account the need to allot resources to other cases." 

Rule 1.2 requires that

“The court must seek to give effect to the overriding objective when it -


(a) exercises any power given to it by the Rules; or


(b) interprets any rule”

The supervising solicitor procedure compromises the court’s ability to comply with Rule 1.2. The additional costs and complexity of the procedure make the utilisation of the civil search procedure an economic impossibility for all but the most cash rich of right holders, and denies many right holders access to justice.   

Given the sweeping “case management” powers available to the court under Part 3 of the CPR, and the general duty upon solicitors to act appropriately in connection with all execution court orders, the role of the supervising solicitor is superfluous.  The supervising solicitor role simply adds to the costs of civil search proceedings to no good effect.  As such, it offends against the letter and spirit of both Article 3(1) of the Directive and TRIPS Article 41.  The Alliance recommends that the Practice Direction to Part 25 of the CPR be reformed to make it clear that the use of a supervising solicitor is only one method for achieving the ‘overriding objective’ and is not normally necessary where the defendant is acting in the course of a business and the claimant establishes that his solicitor is adequately experienced in the execution of such orders.

Article 8:  Right of information

The Alliance agrees with the Transposition Note that no amendments to UK law are required.  However, the Alliance requests that the Government closely monitors the ongoing discussions on data retention at EU level to ensure that any new enactment on this subject does not undermine the effectiveness of the right of information.

Article 9:  Provisional and precautionary measures

The Alliance observes that provision must be made in relation to all IP rights, including trade marks, for the grant of an injunction against an intermediary to prevent or determine an infringement by a third party. This has already been provided in respect of copyright infringement by section 97A of the CDPA. It is suggested that this could most easily be done by amendment of section 37 of the Supreme Court Act 1981.

Point (iii) of the Transposition Note covers the lodging of guarantees intended to ensure the compensation of the right holder whilst infringement continues.  The Alliance submits that it is crucial, in order to retain any deterrent effect, that the level of any such guarantees should be at least equal to any licence fee.

The Alliance submits that the definition of “intermediary” as set out in the E Commerce Directive should be clearly applied to any provisions implementing the Enforcement Directive.

Article 10:  Corrective measures

The Alliance respectfully submits that UK law is not compliant with the Directive in the following ways:  

· Sections 99 and 230 of the CDPA, section 16 of the Trade Marks Act 1994 and section 61(1)(b) of the Patents Act 1977 do not comply with Article 10(1)(b) of the Directive.

The Alliance recommends that an amendment to the “delivery up” provisions contained within existing copyright, design, trade mark and patent legislation be introduced to comply with Article 10(1)(b).

Delivery Up

Article 10(1)(b) of the Directive requires that Member States ensure the Courts have the power to order both “recall” and “definitive removal” of infringing goods from the channels of commerce.

Generally speaking, this power is encompassed within the “delivery up” remedies present in various IP instruments, which empower courts to order that an infringer deliver up all infringing goods/the means of making infringing goods to an IP right holder.  However, “delivery up” in this context typically relates to goods that are in the power, custody or control of the infringer.

Article 10(1) goes further than this, requiring an infringer to take proactive steps to ensure that infringing goods are removed from the channels of commerce, even if the infringer has parted with possession of goods within its power, custody or control - these remedies should be extended to require that an infringer takes proactive steps to withdraw infringing goods from, for example, the avenues of commerce, even if he has parted with possession from those goods.

In consumer protection matters, where a supplier believes that products manufactured or supplied by him are defective, that supplier is obliged to put into effect “product recalls” to ensure, as far as possible, that the defective goods are removed from the channels of commerce - regardless of whether or not the supplier has parted with control of the goods. The Alliance believes that infringers should be subject to equivalent duties and have equivalent responsibilities.

Scope

Article 10(1) requires that corrective measures shall be available with regard to “materials and implements principally used in the creation or manufacture” of infringing goods, as well as the infringing goods themselves.
However, the provisions regarding delivery up and seizure in sections 99 and 100 of the CDPA only apply to infringing copies and “articles specifically designed or adapted for making copies of a particular copyright work”, and infringing copies alone respectively. The ambit of these provisions must be extended to the wider class of goods set out in Article 10(1) in order to comply with the UK’s mandatory obligations under the Directive.
Article 11:  Injunctions

Please refer to the comments under Article 9 above.

Article 12:  Alternative Measures

The Alliance agrees with the Transposition Note that no amendments to UK law are required.

Article 13: Damages

The Alliance respectfully submits that UK law is not compliant with the Directive in the following ways:  

· Section 97 of the CDPA does not comply with Article 3(2) of the Directive, which requires that civil remedies shall be “effective, proportionate and dissuasive”, which in turn echoes the requirements of Article 41(1) of the TRIPS Agreement, requiring that such remedies should “constitute a deterrent to further infringements”.  Article 8(1) of the Copyright Directive is to similar effect. 

· It is incorrect to state that damages “for a claimant’s mental distress… can be equated to moral prejudice”.  “Moral prejudice”, derived from the French “préjudice moral”, is broader.
  The Government must legislate to address this issue in England, just as it accepts it must in Scotland.

· While some argument (despite judicial hostility
) can be made for saying that “additional damages” in copyright claims cover most of the field of aggravated and exemplary damages, such provision is wholly absent in the case of other IP rights, such as trade marks.

The Alliance recommends that an amendment to the current damages regime be introduced pursuant to Article 13 of the Directive. This is an ideal opportunity for the UK Government to review an issue that has long been in need of reform. 

Why UK industry needs damages reform

When conversion damages were abolished in 1988, protection for UK right holders was dramatically and, as it turns out, inopportunely weakened.  In its Key Recommendations, the IPCOI Working Group found that “the experience of right owners is that the monetary awards made by the courts - in the form of damages or an account of profits - do not provide adequate compensation or in particular adequate deterrent”, and that “the Copyright, Designs and Patents Act 1988 should therefore be reviewed so that in practice damages awarded constitute a genuine deterrent to infringement, whether this is achieved by statutory change, judicial guidance or otherwise”.  Every official body that has considered this area has concluded that more than “compensatory” damages are needed.
  In 2000, the Irish Copyright and Related Rights Act by explicit provision recognised the need for exemplary damages in copyright infringement cases
.

Much has changed since the rejection of the Law Commission’s 1997 report. Since then, international piracy on an industrial scale has multiplied losses, while making their calculation much harder. Civil proceedings have been recognized as an important method of social protection (ASBOs, civil arrest warrants)
.  UK damages law is simply no longer fit for purpose in an age of organized, cross-border infringement.

Other countries increasingly use statutory or multiple damages:

The UK should offer at least as effective a level of protection as other European countries less reliant on the creative sector. Austria, the Czech Republic, Greece, Macedonia, Poland and Romania all provide that the right holder may recover a multiple of the normal royalty or fee.  This is a clear approach (and was originally proposed by the European Commission). However, it may prove inflexible.  Other countries such as the US, Canada and, in the EU, Lithuania
 provide for free, equitable assessment within fixed financial limits.  In effect, judges are given the liberty to assess damages in copyright cases in the same, global manner as in a claim for trespass or personal injury. The Alliance prefers this latter approach. 

Recommendation
The Alliance recommends that the UK fill the gap in current provision in England, Scotland and Northern Ireland by following the models of section 128 of the Irish Act:

“(1) The court may, in an action for infringement of copyright award such damages as, having regard to all the circumstances of the case, it considers just.

…

 (3) In exercising its powers under subsection (1) in addition to or as an alternative to compensating the plaintiff for financial loss, the court may award aggravated or exemplary damages or both aggravated and exemplary damages”

and of section 38.1 of the Canadian Act: 

“(1) Subject to this section, a copyright owner may elect, at any time before final judgment is rendered, to recover, instead of damages and profits referred to in subsection 35(1), an award of statutory damages for all infringements involved in the proceedings, with respect to any one work or other subject-matter, for which any one infringer is liable individually, or for which any two or more infringers are liable jointly and severally, in a sum of not less than [$500] or more than [$20,000] as the court considers just. (2) Where a copyright owner has made an election under subsection (1) and the defendant satisfies the court that the defendant was not aware and had no reasonable grounds to believe that the defendant had infringed copyright, the court may reduce the amount of the award to less than [$500], but not less than [$200].

…

(5) In exercising its discretion under subsections (1) to (4), the court shall consider all relevant factors, including

(a) the good faith or bad faith of the defendant;

(b) the conduct of the parties before and during the proceedings; and

(c) the need to deter other infringements of the copyright in question.”

Article 17:  Codes of Conduct

The Directive recognises that standard source identification codes used by the copyright industries on optical discs are a very useful and effective instrument with which to fight piracy.  All EU Member States must as a minimum encourage professional organisations and industry bodies to develop codes of conduct specifying the use of source identification codes.

IFPI (the International Federation of the Phonographic Industry) and IRMA (the International Recording Media Association) have created a voluntary anti piracy compliance programme.  This includes the commitment of CD manufacturing plants to use Source Identification Codes
 (the “SID Code”).  To date, 8
 of the 15 active plants in the UK have signed up to the IRMA anti-piracy compliance programme and 13 plants in the UK already use the SID code in some or all of their production runs.

While the anti-piracy compliance programme is undoubtedly a success, the fact that it is only voluntary means that plants manufacturing pirate copies and counterfeits either do not sign on, or comply with it only for their legitimate activities.   Hence, the issue is not so much how to develop a code but rather how to ensure that all plants comply.   

In order to motivate those plants that may manufacture infringing copies to implement an anti-piracy compliance programme, the Alliance submits that the Government should consider implementing legislation which requires all plants to apply a SID code, and to use the SID code in all their activities.  Either through mandatory adherence to the industry anti-piracy compliance programme or through a separate set of rules, this has to be backed with provisions on the monitoring of compliance (plant visits, production records, providing of samples) and procedures to address non-compliance.   There would also need to be provision regulating the disposal of equipment from plants using SID codes to ensure that second hand SID code registered equipment did not end up in the hands of rogue plants.

Conclusion

The Alliance urges the Government to seize this opportunity to ensure that UK law fully implements the provisions and spirit of the Enforcement Directive.  This will require more work than is envisaged in the Transposition Note.  The Government has recognised the vital importance of the creative industries, IP and enterprise to the UK’s economic, social and cultural wellbeing.  The Labour Party Business Manifesto pledged that if re-elected Labour would tackle IP infringement and theft, and would modernise the IP regimes “so that creators, entrepreneurs and creative industries can invest in ideas and talent knowing that they will get a proper reward for their investment”.  This is a real opportunity for the Government to put those words into action.  

The Alliance Against IP Theft

October 2005

Notes

The Alliance Against Intellectual Property Theft is a UK-based coalition of British trade associations and enforcement organisations, with an interest in ensuring intellectual property rights receive the protection they need and deserve.   It covers film, TV and video, music, games, business software, branded manufactured goods, publishers, retailers and designers.

The Alliance represents businesses that have a combined turnover of more than £250 billion, employing over one million people in the UK.  It seeks to strengthen and bring consistency to existing laws in the area of intellectual property to ensure people's ideas and creativity is properly valued and protected.

Members of the Alliance: Anti-Counterfeiting Group, British Association of Record Dealers, British Brands Group, British Jewellery, Giftware and Finishing Federation, British Music Rights, British Phonographic Industry, Business Software Alliance, British Video Association, Copyright Licensing Agency, Entertainment and Leisure Software Publishers Association, Federation Against Copyright Theft, Federation Against Software Theft, Film Distributors Association, Institute of Trade Mark Attorneys, Publishers Licensing Society, Video Standards Council.
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� R v Edwards, R v Denton & Jackson, R v Hendley, R v  Crowley [2004] EWCA Crim 1025


� Copyright and Related Rights Act 2000.  See also section 20(1), Copyright Act 1956.


� “Le ‘préjudice moral’ qui atteint la personne dans son affection, dans son honneur ou dans sa réputation est également indemnisable.” Dictionnaire du Droit Privé, Serge Braudo (� HYPERLINK "http://sbraudo.club.fr/" ��http://sbraudo.club.fr/�).


� The common notion among UK judges that copyright damages can never be penal is, unfortunately, historically misconceived and has been rejected as a matter of interpretation by courts in Australia and New Zealand.


� Law Commission “Aggravated, Exemplary and Restitutionary Damages” (LC247) December 1997);


Intellectual Property Advisory Committee Report, “The Enforcement of Patent Rights” (November 2003);


UK Film Council “Film Theft in the UK” (December 2004).


� Section 128(3).


� Indeed, Part 8 of the Enterprise Act 2003 provides for “stop now” orders which are, in effect, business ASBOs.  


� “Instead of recovery of damages, the owner of copyright or related rights may claim compensation. Its amount, from 10 to 1000 minimal standards of living , shall be determined by the court having regard to the culpability of the infringer, his property status, causes of unlawful actions and other circumstances are of significance to the case, as well as the criteria of good faith, fairness and reasonableness” Art. 79(6), Lithuanian Copyright Law (as amended 2003).  The financial bracket is the approximate equivalent of £250 to £25,000.





� For more information on the SID code see:  http://www.ifpi.org/site-content/library/sid-code-implementation-guide.pdf


� Estimated (status of two plants unknown, but are FACT accredited)
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