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l. INTRODUCTION

1 The European Communities (hereinafter “the EC") is of the view that the requests for the
establishment of the Panel made by Australia (hereinafter: Australian request)’ and by the United
States (hereinafter: United States request)’ do not meet the requirements of Article 6.2 of the Dispute
Settlement Understanding (DSU).

2. The Pandl requests fail to identify the specific measure at issue in the present dispute.
Moreover, the Panel requests do not provide a brief summary of the legal basis of the complaint
sufficient to present the problem clearly.

3. The respect of the requirements of Article 6.2 DSU is an essential precondition for the
jurisdiction of a Panel. Where a complaining party has failed to clearly set out its claim in accordance
with Article 6.2 DSU, the Panel does not have jurisdiction.

4, Moreover, the deficiencies of the Panel requests seriously prejudice the due process rights of
the EC as a defending party. As a defending party, the EC is entitled to know the case it has to
answer. The Panel requests in the present case do not meet the minimum requirements necessary for
ensuring afair and orderly conduct of the dispute settlement proceedings.

5. Given these fundamental concerns, the EC requests that the Panel issue a preliminary ruling
regarding Article 6.2 DSU.

I. THE REQUIREMENTSOF ARTICLE 6.2DSU

6. Article 6.2 DSU sets out the following minimum requirements with which any Panel request
must comply:

The request for the establishment of a panel shall be made in writing. It shal indicate
whether consultations were held, identify the specific measures at issue and provide a
brief summary of the legal basis of the complaint sufficient to present the problem

clearly.
A. THE CONTENT AND PURPOSE OF ARTICLE 6.2DSU
7. In Korea — Dairy, the Appellate Body held that Article 6.2 of the DSU imposes four separate
requirements:’

When parsed into its congtituent parts, Article 6.2 may be seen to impose the
following requirements. The request must: (i) bein writing; (i) indicate whether
consultations were held; (iii) identify the specific measures at issue; and (iv)

provide a brief summary of the legal basis of the complaint sufficient to present the
problem clearly. In its fourth requirement, Article 6.2 demands only a summary —
and it may be a brief one — of the lega basis of the complaint; but the summary must,
in any event, be one that is "sufficient to present the problem clearly”. It is not
enough, in other words, that "the lega basis of the complaint® is summarily
identified; the identification must "present the problem clearly".

! Request of 18 August 2003, WT/DS290/18.
2 Request of 18 August 2003, WT/DS174/20.
3 Appellate Body Report, Korea—Dairy, para. 120.
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8. The objective and purpose of Article 6.2 of the DSU is to guarantee a minimum measure of
procedural fairness throughout the proceedings. Thisis of particular importance to the defendant, who
must rely on the Panel request in order to begin preparing its defense. Similarly, WTO Members who
intend to participate as third parties must be informed of the subject-matter of the dispute. This
underlyjng rationale of Article 6.2 DSU has been explained by the Appellate Body in Thailand - H-
Beams:

Article 6.2 of the DSU calls for sufficient clarity with respect to the legal basis of the
complaint, that is, with respect to the "clams' that are being asserted by the
complaining party. A defending party is entitled to know what case it has to answer,
and what violations have been alleged so that it can begin preparing its defence.
Likewise, those Members of the WTO who intend to participate as third parties in
panel proceedings must be informed of the lega basis of the complaint. This
requirement of due process is fundamental to ensuring a fair and orderly conduct of
dispute settlement proceedings.

B. THE PANEL MUST NOT ASSUME JURISDICTION IN RESPECT OF CLAIMS THAT HAVE NOT BEEN
ESTABLISHED IN ACCORDANCE WITH ARTICLE 6.2 DSU

9. Moreover, the respect of the requirements of Article 6.2 DSU is of crucia importance for
properly establishing the jurisdiction of the Panel. As the Appellate Body has confirmed in US —
Carbon Seel, the panel request forms the basis of the panel’s terms of reference under Article 7.1 of
the DSU?°

There are, therefore, two distinct requirements, namely identification of the specific
measures at issue, and the provision of a brief summary of the legal basis of the
complaint (or the claims). Together, they comprise the "matter referred to the
DSB", which forms the basis for a panel's terms of reference under Article 7.1 of the
DSU.

10. For this reason, a strict respect of the requirements of Article 6.2 DSU is essential for the
orderly conduct of dispute settlement proceedings under the DSU. As the Appellate Body has clearly

stated in EC6 Bananas, Panels must therefore verify carefully that the conditions or Article 6.2 DSU
arefulfilled:

As a pand request is normaly not subjected to detailed scrutiny by the DSB, it is
incumbent upon a pand to examine the request for the establishment of the panel
very carefully to ensure its compliance with both the letter and the spirit of Article 6.2
of the DSU. It is important that a panel request be sufficiently precise for two
reasons. firgt, it often forms the basis for the terms of reference of the panel pursuant
to Article 7 of the DSU; and, second, it informs the defending party and the third
parties of the legal basis of the complaint.

11. Accordingly, the present Panel must verify carefully that the Panel request meet the
requirements of Article 6.2 DSU. The Panel must not assume jurisdiction over any claim that has not
been set out in accordance with Article 6.2 DSU.

“ Appellate Body Report, Thailand — H Beams, para. 88 (emphasis added). Similarly Appellate Body
Report, US— Carbon Steel, para. 126.

° Appellate Body Report, US— Carbon Steel, para. 125. Similarly, Appellate Body Report, Guatemala
— Cement, para. 72.

© Appellate Body Report, EC — Bananas |11, para. 142 (emphasis added). Similarly also Appellate
Body Report, US— Carbon Steel, para. 126.
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C. THE REQUIREMENTS OF ARTICLE 6.2 DSU MUST BE EVALUATED ON THE FACE OF THE PANEL
REQUEST

12. In EC — Bananas, the Appellate Body has clarified that the claims, which are set out in the
panel request, must be distinguished from the subsequent arguments of the parties in support of their
claim. Consequently, the Appellate Body has held that a faulty Panel request cannot be subsequently
"cured" by the written submission of the parties:’

We do not agree with the Panel that "even if there was some uncertainty whether the
panel request had met the requirements of Article 6.2, the first written submissions of
the Complainants ‘cured’ that uncertainty because their submissions were sufficiently
detailed to present all the factual and legal issues clearly”. Article 6.2 of the DSU
requires that the claims, but not the arguments, must all be specified sufficiently in
the request for the establishment of a panel in order to allow the defending party and
any third parties to know the legal basis of the complaint. If aclaimis not specified
in the request for the establishment of a panel, then a faulty request cannot be
subsequently "cured" by a complaining party's argumentation in its first written
submission to the @nel or in any other submission or statement made later in the
panel proceeding.

13. As a consequence, the only basis on which to establish whether a Panel request is in
conformity with the requirements of Article 6.2 is the text of the request itself. This has been
confirmed by the Appellate Body in United States - Carbon Steel®

As we have said previoudly, compliance with the requirements of Article 6.2 must be
demonstrated on the face of the request for the establishment of a panel. Defects in

the request for the establishment of a panel cannot be "cured" in the subsequent

submissions of the parties during the pandl proceedings.

1. THE PANEL REQUESTS FAIL TO IDENTIFY THE "SPECIFIC MEASURE AT
| SSUE"

14. Both Panel requests identify the measure at issue as Council Regulation (EEC) No. 2081/92
on the protection of geographical indications and designations of origin for agricultural products and
foodstuffs, as amended (hereinafter: Regulation 2081/92). Moreover, the Australian request, in its
fourth paragraph, defines the "EC measure” as also including "related implementing and enforcement
measures'. In the view of the EC, these references are insufficient in order to define the "specific
measure at issue”, as required by Article 6.2 DSU.

A. THE REFERENCES TO REGULATION 2081/92 ARE NOT SUFFICIENTLY SPECIFIC

15. The EC considers that the references to Regulation 2081/92 are not sufficiently specific to
permit an identification of the "specific measure at issue” in the present dispute.

16. The EC would like to stress that Article 6.2 DSU requires not only the identification of a
"measure”, but of the "specific measure at issue". The wording of Article 6.2 DSU is different from
that of Article 4.4 DSU, which provides that consultation requests must identify "the measures at

" Appellate Body Report, EC — Bananas| |1, para. 143.
8 Appellate Body Report, United States —Carbon Steel, para. 127 (emphasis added).
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issue’. As the Panel in Canada — Wheat has convincingly explained, this difference in wording is
intentional, and must be given meaning:®

Having regard to the relevant context of Article 6.2 of the DSU, we note Article 4.4
of the DSU, which deals with the contents of requests for consultations. It states in
relevant part that "any request for consultations shall give the reasons for the request,
including identification of the measures at issue”. Notably, Article 4.4 omits the term
"gpecific” in referring to the "measures at issue’. We believe that this difference in
language is not inadvertent and must be given meaning. Indeed, in our view, this
difference in language supports the view that requests for consultations need not be as
specific and as detailed as requests for establishment of a panel under Article 6.2 of
the DSU. Asacorallary, in our view, this relevant context bears out the importance
of the term "specific" asit appearsin Article 6.2.

17. In the view of the EC, what can be considered a "specific measure” will depend on the
circumstances of the particular case, and in particular on the characteristics of the measure in
guestion. Where a measure is of a relatively simple character, or where it is clear from the
circumstances of the case which aspect of the measure is contested, it may be sufficient to refer to the
measure as awhole and identify it by name, number, or date of adoption.

18. However, such a reference to a "measure’ as a whole may not always be sufficient to
establish the "specific measure at issue”. Thisisthe case, in particular, where the measure in question
is a complex legidative text. For instance, it would not seem conceivable to the EC that a WTO
member would refer, in arequest for the establishment of a Panel, simply to the Civil Code of another
member, without specifying which specific provision is at issue in the dispute. Accordingly, in the
case of complex legidative measures, it will not be sufficient to refer to the measure as awhole, but it
will be necessary to identify the specific provisions or sections of the measure which are at issue.

19. In the present case, Regulation 2081/92 is a measure with establishes the legal framework for
the protection of geographica indications and designations of origin for agricultura products and
foodstuffs in the European Community. The text of Regulation 2081/92, as most recently amended by
Council Regulation (EC) no. 806/2003 of 14 April 2003, is attached as Exhibit EC-1.

20. The EC does not propose to describe in detail the content of Regulation 2081/92 in the
context of the present request for a preliminary ruling. However, the EC believes that even a cursory
study of Regulation 2081/92 will confirm that this regulation is a complex piece of legidation in the
field of the protection of intellectual property. As is typical for such legidation, Regulation 2081/92
dedls with a host of issues relating to all aspects of the protection of geographical indications and
designations of origin for agricultural products and foodstuffs.

21 The text of Regulation 2081/92 extends over 15 pages, including two annexes. The
operational provisions of Regulation 2081/92 are contained in 22 Articles, each of which in turn is
subdivided into numerous further paragraphs and sections. These articles deal with a host of widely
differing issues. Purely for illustrative purposes, and without any clam to being exhaustive or
particularly detailed, the following topics are dealt with in Regulation 2081/92:

The objective and scope of application of the regulation (Article 1);

definitions (Article 2);

excluson from registration of names, and in particular the issue of generic names
(Article 3);

® Preliminary Ruling by the Panel, Canada — Wheat, para. 15.
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product specifications (Article 4);

the right to apply for registrations and the procedure for applications (Article 5);

the procedures for registration of geographical indications and related issues; the issue of
homonymous names (Article 6);

objections to registrations (Article 7);

conditions for the use of geographica indications and designations of origin (Article 8);
the amendment of product specifications (Article 9);

inspection procedures (Article 10);

procedures in case product specifications are not respected (Article 11);

cancellation of protected names (Article 11a);

the application of the regulation to agricultural products and foodstuffs from third
countries (Article 12);

the application procedure for the protection of third country geographical indications
(Article 12a);

the registration procedure for the protection of third country geographical indications
(Article 12b);

the amendment of the product specifications for third country geographical indications
(Article 12c);

objections to the registration of geographical indications emanating from third countries
(Article 12d);

the protection of registered names (Article 13);

certain questions regarding the relationship between geographical indications and
trademarks (Article 14);

the Committee assisting the Commission (Article 15);

implementing rules (Article 16);

entry into force (Article 18).

22. The unspecific reference to "Regulation 2081/92" made in the Panel requests does not permit
the EC to understand which specific aspects among those covered by Regulation 2081/92 the
complainants intend to raise in the context of the present proceedings. This appears particularly
objectionable given the fact that it would have been easily possible for the complainants to provide
more specific references to individual provisions of Regulation 2081/92.

23. For these reasons, the EC submits that the references to "Regulation 2081/92" do not meet the
requirement of the identification of the "specific measure at issue" in Article 6.2 DSU.

B. THE REFERENCES TO "RELATED IMPLEMENTING AND ENFORCEMENT MEASURES' ARE NOT
SUFFICIENTLY SPECIFIC

24. In the fourth paragraph of its Panel request, Australia has referred to "related implementing
and enforcement measures’ as part of the "EC measure”.™® The EC is of the view that this blanket
reference to "related implementing and enforcement measures' falls short of the requirement to
identify the "specific measure at issue" in Article 6.2 DSU.

25. The requirement to identify the "specific measure at issue" means that if the measure is not
already identified beyond reasonable doubt through elements such as name, number, or date of

9 |n this context, the EC notes that whereas the United States amended request for consultations
(WT/DS174/1/Add.1), in its second paragraph, included a reference to "related implementing and enforcement
measures', such a reference no longer appears in the Panel request, which, in its third and fourth paragraph,
refers exclusively to "Regulation 2081/92". Accordingly, the EC understands that the United States Panel
request extends only to Regulation 2081/92.
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adoption of the act, then the Panel request must at the very least contain the necessary information
which enables the Panel, the defendant, and the third parties to establish with full certainty which is
the specific measure at issue in the present dispute. This has been convincingly stated by the Panel in
Canada— Wheat:"*

We consider that in the absence of an explicit identification of a measure of genera
application by name, as in the present case, sufficient information must be provided
in the request for establishment of a pandl itself that effectively identifies the precise
measures at issue. Whether sufficient information is provided on the face of the panel
request will depend, as noted above, on whether the information provided serves the
purposes of Article 6.2, and in particular its due process objective, as well as the
specific circumstances of each case, including the type of measure that is at issue.

26. Asthe Panel in Canada — Wheat also explained, due process does not allow the complainant
to shift the burden of identifying the specific measures under challenge to the defendant:*

Due process requires that the complaining party fully assume the burden of
identifying the specific measures under chalenge. In the present case, the panel
request effectively shifts part of that burden onto Canada as the responding party,
inasmuch as it leaves Canada little choice, if it wants to begin preparing its defence,
but to undertake lega research and exercise judgement in order to establish the
precise identity of the laws and regulations implicated by the panel request.

27. The Australian request falls entirely short of these requirements. The Australian request
contains no elements to identify the "measures’ at issue, other than they are "related” and that they are
supposed to be "enforcement or implementing measures'.

28. The statement that the measures are "related” is so vague that it does not permit any
meaningful narrowing-down of the measures in question. In fact, a whole range of legidative and
other measures might be considered to be "related" in some way to the present dispute, including
trademark and other intellectua property legidation, unfair competition laws, law on food labelling

and food marketing, or consumer protection laws. Moreover, such laws may exist at the level of both
the European Community and its Member States.

29. Similarly, the reference to "enforcement or implementing measures’ does not provide the
required precision with respect to the definition of the specific measure at issue. Since Regulation
2081/92 is a complex piece of intellectua property legidation, there is very large number of different
measures that are necessary for its implementation and enforcement.

30. First of al, implementation may accur through legislative measures, for instance through the
adoption of "detailed rules' on the basis of Article 16 of Regulation 2081/92. More importantly,
implementation and enforcement may require measures of the executive, for instance concerning the
transmission of applications or objections, the decision to register or to cancel geographical
indications, or to amend specifications, etc. Finally, implementation and enforcement is aso a
responsibility of the judiciary, which is responsible for the judicia review of the actions of the
Community and Member States authorities in the application of Regulation 2081/92.

3L Moreover, it should be noted that the implementation of Regulation 2081/92 is not only the
responsibility of the Community, but also that of its Member States, who, for instance, are responsible
for the transmission of applications and objections regarding the registration of geographical

1 preliminary Ruling by the Panel, Canada — Wheat, para. 20.
12 preliminary Ruling by the Panel, Canada — Wheat, para. 24.
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indications to the Commission. Therefore, Member States also may have to adopt implementing rules,
and take decisions which are subject to judicial review by nationa courts.

32 Findly, it should be noted that the measures which have been taken for implementing or
enforcing Regulation 2081/92 are of a very high number. To take only one figure, the EC has by now
registered 640 geographica indications or designations of origin. The EC would consider it
inconceivable that each one of these registrations would be the subject of the present dispute
settlement proceedings simply because of the blanket reference to "implementing and enforcement
measures’.

3. For these reasons, the EC submits that the reference to "related implementing and
enforcement measures’ in the Australian request fails to identify the "specific measure at issue”.

V. THE PANEL REQUESTS DO NOT CONTAIN A BRIEF SUMMARY OF THE
LEGAL BASISOF THE COMPLAINT

A The Panel requests in the present case do not only fail to identify the specific measure at
issue. They aso fail to include a brief summary of the lega basis of the complaint.

A. THE BRIEF SUMMARY OF THE LEGAL BASIS OF THE COMPLAINT

35. Article 6.2 DSU requires that a request for the establishment of a Panel must contain a "brief
summary of the legal basis of the complaint sufficient to present the problem clearly".

36. Asthe Appellate Body has stated in EC — Bananas, there is a distinction between the claims,
which must be contained in the Panel request, and the arguments supporting these claims, which are
set out in the subsequent submissions of the Parties™® However, in Korea— Dairy, the Appellate Body
has aso clarified that the mere listing of provisions claimed to have been violated may not be
sufficient for the purposes of Article 6.2 DSU:™

Identification of the treaty provisions claimed to have been violated by the respondent
is always necessary both for purposes of defining the terms of reference of a panel
and for informing the respondent and the third parties of the claims made by the
complainant; such identification is a minimum prerequisite if the legal basis of the
complaint is to be presented at all. But it may not aways be enough. There may be
situations where the simple listing of the articles of the agreement or agreements
involved may, in the light of attendant circumstances, suffice to meet the standard of
clarity in the statement of the legal basis of the complaint. However, there may also
be situations in which the circumstances are such that the mere listing of treaty
articles would not satisfy the standard of Article 6.2. This may be the case, for
instance, where the articles listed establish not one single, distinct obligation, but
rather multiple obligations. In such a situation, the listing of articles of an agreement,
in and of itself, may fal short of the standard of Article 6.2.

37. In the concrete case, the Appellate Body was primarily concerned with the question of
whether a reference to a provision in a WTO agreement may be sufficient when such provision
contains multiple obligations. However, the findings of the Appellate Body are of a more generd
importance. First, the Appellate Body held that the precise identification of the WTO provisions
aleged to have been violated is aways required under Article 6.2 DSU. Second, the Appellate Body
has also stated that the identification of treaty provisions may not be enough to state the problem

13 Appellate Body Report, EC — Bananas |1, para. 141.
14 Appellate Body Report, Korea — Dairy, para. 124.
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clearly. In other words, the identification of the treaty provisions alleged to have been violated isa
necessary, but not a sufficient condition under Article 6.2 DSU.

38. It is this second element which is of particular interest in the present case. Article 6.2 DSU
does not require complainants to "to list the treaty provisions aleged to have been violated". Rather, it
obliges complainants to provide a "brief summary of the lega basis of the complaint sufficent to
present the problem clearly”. The reference to treaty provisionsis only one element of the "legal basis
of the complaint", which must aso include other factual and legal elements necessary to present the
problem clearly.

B. THE PANEL REQUESTSFAIL TO "PRESENT THE PROBLEM CLEARLY"

3. In the view of the EC, the Pandl requests do not establish the problem clearly in accordance
with Article 6.2 DSU. Even a cursory examination of the Panel requests will show that the "summary
of the legal basis of the complaint” provided in them isin fact limited to vague listings of articles and
some narrative text which, in general, is limited to restating the language of the treaty provision in
guestion. As the EC will show, by adopting such a minimalist approach, both the United States and
the Australian request fail to present the problem clearly in accordance with Article 6.2 DSU.

1. The United Statesrequest

40. The United States request is drafted in an extremely minimalist way. The "claims® of the
United States seem to be contained in the third paragraph of the United States request. In this short
paragraph, the United States appears to raise seven claims with respect to Regulation 2081/92. In
particular, the United States claims that Regulation 2081/92:

does not provide the same treatment to other nationals and products originating outside
the EC that it provides to the EC's own nationals and products (claim 1);

does not accord immediately and unconditionally to the nationals and products of each
WTO Member any advantage, favour, privilege or immunity granted to the nationals and
products of other WTO Members (claim 2);

diminishes the legal protection for trademarks (including to prevent the use of an identical
or similar sign that is likely to confuse and adequate protection against invalidation)
(claim 3);

does not provide legal means for interested parties to prevent the miseading use of a
geographicd indication (claim 4);

does not define a geographica indication in a manner that is consistent with the definition
provided in the TRIPS Agreement (claim 5);

is not sufficiently transparent (claim 6);

and does not provide adequate enforcement procedures (claim 7).

@ The United States request does not indicate the legal bases of the claims

41 The United States request does not provide any indication of a legal basis for each of these
claims. The only reference to substantive WTO provisions is contained in the fourth paragraph of the
Pandl request, which states that Regulation 2081/92 appears to be inconsistent with "TRIPS
Agreement Articles 1.1, 2.1 (incorporating by reference Article 2 of the Paris Convention for the
Protection of Industrial Property (Paris Convention (1967)), 3.1, 4, 16.1, 20, 22.1, 22.2, 24.5, 41.1,
41.2,41.4,42,44.1,63.1, 63.3, 65.1" aswell as"Articles| and I11:4 of the GATT 1994".

42. Thislong list of WTO provisions, however, isin no way correlated with the individua claims
raised in the third paragraph of the United States request. On the other hand, it is not conceivable that
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each of the claims of the United States would be based on al the provisons mentioned in the fourth
paragraph of the United States request. The result is atotal lack of clarity regarding the legal bases of
the United States' claims. By not even identifying the provisions of the WTO agreements which it
considers to underlie each of its claims, the US falls short of the minimum requirements for the brief
summary as established by the Appellate Body in Korea— Dairy.”®

(b) The United States claims are unclear

43 The absence of a sufficient summary of the legal bases of the United States claims can aso be
demongtrated for each of the claims set out in the third paragraph of the United States request.

44, As regards the first claim, the United States is alleging that Regulation 2081/92 "does not
provide the same treatment to other nationals and products originating outside the EC that it provides
to the EC's own nationals and products’. This claim would appear to be a reference to the principle of
national treatment, as contained in Article 3 TRIPS and Article I11:4 GATT. However, the US claim is
limited to a paraphrasing of the treaty language of these two provisions. The US claim does not permit
to understand which provision or aspect of Regulation 2081/92 is supposed to violate the nationa

treatment principle, and in which way such a violation is deemed to occur. This does not constitue a
summary of the legal basis of the claim sufficient to present the problem clearly.

45, In its second claim, the United States clams that Regulation 2081/92 "does not accord
immediately and unconditionally to the nationals and products of each WTO Member any advantage,
favour, privilege or immunity granted to the nationals and products of other WTO Members'. This
claim seems to be a reference to the principle of most favoured nation treatment, as contained in
Article 4 TRIPS and Article I:1 GATT. However, as the first claim, this claim is limited to the
paraphrasing of the language of treaty provisions, without any indication of which provision of
Regulation 2081/92 is supposed to constitute the violation, and how such a violation occurs. More
specifically, the United States request does not indicate which are the "other WTO members' who are
supposed to enjoy more favourable treatment, what constitutes this "more favourable treatment”, and
how it is conferred.

46. Asregards the third claim, the United States alleges that Regulation 2081/92 "diminishes the
lega protection for trademarks'. Unfortunately, the United States does not provide any further
explanation as to why it considers that Regulation 2081/92 diminishes the "legal protection of
trademarks'. In the view of the EC, this does not congtitute a meaningful description of the claim. The
claim is made no clearer by the cryptic parenthesis "including to prevent the use of an identical or
similar sign that is likely to confuse and adequate protection against invalidation", which the United
States has added to its claim. Moreover, this parenthesis would seems to indicate that there might be
other aspects diminishing the legal protection for trademarks, without however indicating what these
aspects are.

47. The absence of a brief summary of the third claim is further compounded by the absence of
any specific references to the provisions of Regulation 2081/92. It is certainly correct that Regulation
2081/92 contains various provisions also concerning trademarks. For instance, Article 14.1 of the
Regulation concerns the conditions under which the registration of a trademark conflicting with a
geographical indication will be refused or invaidated. Article 14.2 deals with Situations of
coexistence between trademarks and geographical indications. Article 14.3 provides for situations
where, in the light of a trademark’s reputation, renown, and length of time of use, registration of a
geographical indication shal be refused. Finally, the existence of trademarks is mentioned as a
possible ground for objection in Article 7 (4) of Regulation 2081/92.

1> Appellate Body Report, Korea — Dairy, para. 124.
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48. In other words, Regulation 2081/92 deals with conflicts between trademarks and geographical
indications in a number of different constellations, and provides for specific solutions for each of
these. The United States request, by merely referring to the "legal protection of trademarks®, does not
enable the EC to understand which specific problems the United States wishes to raise in this respect.

49 Inits fourth claim, the United States alleges that Regulation 2081/92 "does not provide legal
means for interested parties to prevent the misleading use of a geographical indication”. Thisclam s
not comprehensible to the EC. In its Article 13, Regulation 2081/92 contains detailed provisions
regarding the protection of registered geographical indications. These provisions provide interested
parties with the legal means to prevent the miseading use of a geographica indication. In the
absence of further explanations, the EC fails to comprehend what is the claim that the United States is
intending to establish.

50. In its fifth claim, the United States claims that Regulation 2081/92 does not define a
geographica indication in a manner that is consistent with the definition provided in the TRIPS
Agreement. First of al, the United States does not explain what are the differences in the definition of
geographical indications between the TRIPS Agreement and Regulation 2081/92. Moreover, there is
no conceivable legal basis for the US claim. It is certainly true that Article 22.1 TRIPS contains a
definition of geographical indications. However, this definition is explicitly made "for the purposes of
this Agreement”, and in particular for the subsequent provisions setting out the substantive obligations
with respect to the protection of geographic indications. In contrast, Article 22.1 does not contain any
independent obligation to "define" a geographical indication in any particular way. It is therefore
irrelevant under the TRIPS Agreement how the legidation of a WTO Member "defines' a
geographical indication, provided that the Member affords geographica indications the necessary
protection as required in the provisions of the TRIPS Agreement. In the view of the EC, the United
States fails therefore to set out aclaim in this respect.

51 In its sixth claim, the United States pretends that Regulation 2081/92 "is not sufficiently
transparent”. Once again, this claim is incomprehensible to the EC. Regulation 2081/92 is a legidative
measure adopted by the Council of the European Union, and published in the Officia Journal of the
European Union. The EC rotes that unlike Australia, the United States refers to the transparency of
the Regulation, rather than that of its application. The EC does not understand, however, how a
legidative measure such as Regulation 2081/92 can be said not to be "sufficiently transparent”. In any
case, the US request fails to state in which respect Regulation 2081/92 is supposed not to be
"sufficiently transparent”.

52. Findly, in its seventh claim, the United States claims that Regulation 2081/92 "does not
provide adequate enforcement procedures'. In the view of the EC, this claim is devoid of al clarity.
The United States request neither indicates what, in its view, would be "adequate enforcement
procedures’, nor in which way Regulation 2081/92 fals short of providing such procedures.
Moreover, the United States request does not identify what is the right to be enforced, an in particular
whether it is talking about the enforcement of geographical indications or of trademarks.

53. Overdll, the EC considers that the United Sates request fails both to identify the specific
measure at issue, and to set out the claims of the United States. The compounded effect of these
deficiencies is a Panel request of such vagueness and ambiguity that the EC is not capable to
understand which is the case that the United States would like it to answer. For these reasons, the
Panel must regject the US request as being incompatible with Article 6.2 DSU.

2. The Australian request

4. The Australian request is marked by deficiencies smilar to those of the United States request.
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55. The claims of Australia appear to be contained in the fifth paragraph of the Australian
request. In this paragraph, Australia claims that Regulation 2081/92 (which, according to Austrdia,
also includesits "related measures’”):

diminishes the legal protection for trademarks under the TRIPS Agreement, contrary
to Articles 1, 2 (incorporating by reference Articles 6quingques(B), 10, 10bis and 10ter
of the Paris Convention (1967)), 16, 20, 24.5, 41 and/or 42 of the TRIPS Agreement
(claim 1);

does not accord immediately and unconditionaly to the nationals and/or products of
each WTO Member any advantage, favour privilege or immunity granted to the
nationals of any other WTO Member, contrary to Articles 1 and 4 of the TRIPS
Agreement and/or Article|:1 of GATT 1994 (claim 2);

does not accord to nationals and/or products of each WTO Member treatment no less
favourable than that it accords to its own nationals and/or like products of national
origin, contrary to Articles 1, 2 (incorporating by reference Article 2 of the Paris
Convention (1967)) and 3.1 of the TRIPS Agreement and/or Article I11:4 of
GATT 1994 (claim 3);

does not provide the legal means for interested parties to prevent misleading use of a
geographical indication and/or to prevent any use of a geographical indication which
congtitutes an act of unfair competition within the meaning of Article 10bis of the
Paris Convention (1967), contrary to Articles 1 and 22.2 of the TRIPS Agreement
(claim 4);

is not applied in a transparent manner, contrary to Articles 1, and 63.1 and 63.3 of the
TRIPS Agreement (claim 5);

is atechnical regulation within the meaning of Annex 1 to the TBT Agreement, does
not accord to products imported from the territory of any WTO Member treatment no
less favourable than that accorded to like products of national origin and/or to like
products originating in any other country, and/or has been prepared, adopted and/or
applied with the effect of creating unnecessary obstacles to trade, being more trade-
restrictive than necessary to fulfil a legitimate objective, taking account of the risks
non-fulfilment would create, contrary to Articles 2.1 and 2.2 of the TBT Agreement
(claim 6).

@ The legal bases of the clams indicated in the Australian request are in some cases unclear

56. The structure of the Australian request differs from that of the United States in that Australia
does indicate, for each of the claims it makes, the provision of the WTO agreements which it
considers violated. However, even these listings lack, in some instances, the precision required by the
Appéllate Body in Korea— Dairy.'®

57. In its first claim, Australia is referring to "Article 41 and/or 42 of the TRIPS Agreement.
However, Article 41 TRIPS Agreement is a complex provison subdivided into a number of
paragraphs, which contains a number of different obligations."” The same aso applies for Article 42
TRIPS Agreement, which, although set out in one paragraph, aso comprises severa sentences

16 Appellate Body Report, Korea — Dairy, para. 124. For the full quotation, see above para. 36.
171t is useful to note that the United States request refers only to Articles 41.2 and 41.4 TRIPS.
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establishing distinct obligations for WTO Members. Finally, the EC does not understand the "and/or"
which seemsto indicate that Articles 41 and 42 TRIPS are somehow alternative obligations.

58. Also in its first claim, Austraia refers, in conjunction with Article 2 TRIPS Agreement, to
Articles 10, 10bis and 10ter of the Paris Convention. Once again, these articles of the Paris
Convention are complex provisions subdivided into various paragraphs, and imposing numerous
distinct obligations.

59. Accordingly, the EC considers that the references to Articles 41 and 42 TRIPS Agreement,
and to Articles 10, 10bis and 10ter of the Paris Convention do not meet the minimum regquirements of
specificity under Article 6.2 DSU.

(b) The Australian claims are unclear

60. However, even where the Australian request lists correctly the provisons of the WTO
agreements, this indication of treaty provisions is not sufficient for the purposes of Article 6.2 DSU.
This is due to the fact that the narrative description of the claims, as in the case of the United States
request, is limited to the paraphrasing of the text of treaty provisions, or is S0 excessively vague that it
does not permit to understand the substance of Australia’s claims.

61. Since most of Australia's claims are similar to those of the United States, reference can be
made to what has been said about the United States request. Australia’s claim 1 is ailmost identical to
the United States claim 3,'® and similarly fails to meet the requirements of Article 6.2 DSU."”
Australiasclaim 2 issmilar to US claim 2, and Australia’s claim 3 issimilar to US claim 1. Like the
US claims, Australia’s claims 2 and 3 are limited to the restatement of language already contained in
treaty provisions, and therefore encounter the same objections.”® Austraia's claim 4 corresponds to
the fourth claim of the United States, so that reference can be made to what has been said in this
respect** Finally, claim 5 corresponds to United States claim 6, with the sole difference that Austraia
refers to the transparency of the "application of Regulation 2081/92", rather than that of the
Regulation itself. However, since Australia fails to explain in which way Regulation 2081/92 is not
applied in atransparent way, its claim fails to meet the requirements of Article 6.2 DSU for the same
reasons as the United States claim.

62. The only claim of Australia which finds no equivaent in the United States request is claim 6,
by which Australia raises certain clams under the TBT Agreement, namely that Regulation 2081/92
"is a technical regulation within the meaning of Annex 1 to the TBT Agreement, does not accord to
products imported from the territory of any WTO Member treatment no less favourable than that
accorded to like products of national origin and/or to like products originating in any other country,
and/or has been prepared, adopted and/or applied with the effect of creating unnecessary obstacles to
trade, being more trade-restrictive than necessary to fulfil alegitimate objective, taking account of the
risks non-fulfilment would create, contrary to Articles 2.1 and 2.2 of the TBT Agreement”.

63. As to the first element of this claim, namely whether Regulation 2081/92 is a "technical
regulation” within the meaning of Annex 1 to the TBT Agreement, the EC considers that this cannot
constitute an admissible claim, since Point 1 of Annex 1 to the TBT Agreement, which defines the

18 The only difference is that the Australian request does not contain the cryptic parenthesis included in
the United States request.

19 supra para. 46 to 48.

20 suprapara. 44 to 45.

21 gupra para. 49.

22 gupra para. 51.
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term "technical regulation” for the purposes of the TBT Agreement, does not impose any obligations
which could have been violated by the EC.?®

64. As regards the claims that Regulation 2081/92 does not accord to products imported from the
territory of any WTO Member treatment no less favourable than that accorded to like products of

national origin and/or to like products originating in any other country, and/or has been prepared,

adopted and/or applied with the effect of creating unnecessary obstacles to trade, these claims merely
seem to restate language which is contained in Article 2.1 and 2.2 of the TBT Agreement, without
however providing any indication of how Regulation 2081/92, and which provision thereof, violates
these obligations. For the same reasons as Audtralia’s claims 2 and 3, claim 6 therefore fails to meet
the requirements of Article 6.2 DSU.

65. In conclusion, both the United States and the US request fail to contain a brief summary of
the legal basis of the claims, as required by Article 6.2 DSU. Both request do not "present the problem
clearly". For the reasons set out above, the EC considers that both the Australian and the US Panel
requests fail to meet the requirements of Article 6.2 DSU.

V. THE DEFICIENCIES OF THE PANEL REQUESTS RESULT IN SERIOUS
PREJUDICE FOR THE EUROPEAN COMMUNITY AS A DEFENDANT

66. As has been stated above, the requirements of Article 6.2 DSU aso serve to protect the due
process rights of the defending party in dispute settlement proceedings under the DSU.** As a
consequence, the Appellate Body has, when considering the requirements of Article 6.2 DSU,
attached importance to the question of whether the defending party has suffered prejudice as a result
of the deficiencies of a panel request”

67. In the present case, the EC considersit clear that it is prejudiced by the lack of clarity of the
United States and Australian request. As a defending party, the EC has aright to know what the case
iswhich it will have to defend. This information must be contained in the Panel request.

68. In the present case, the ambiguity of the Panel request is such that the EC is, to this date, not
sure of the case which the United States and Austraia are bringing before the Panel. As a
consequence, the EC has been seriously hampered in its efforts to prepare its defence.

69. This situation is not acceptable from the point of view of the due process rights of the EC.
Dispute settlement proceedings under the DSU are subject to very strict deadlines. As a consequence,
the EC cannot be expected to wait for the first written submission of the complainants to start
preparing its defence. Rather, the time between the submisson of the panel request and the
consgtitution of the Panel is used by both complaining and defending parties for the preparation of their
case.

70. The strict respect of Article 6.2 DSU is also necessary to ensure a level playing field for the
complaining and defending parties. Since the complainants have the initiative in dispute settlement,
they can take all the time necessary to prepare their case before the introduction of the panel request.
In contrast, the defendant can begin preparing its case only once he has received a notice of the case
in accordance with Article 6.2 DSU.

23 Cf. also the discussion of United States claim 5 (supra para. 50).

24 supranote 4.

2 Appellate Body Report, Korea — Dairy, para. 131; Appellate Body Report, Thailand — H Beams,
para. 95. The EC does consider it necessary, in the present case, to take a position as to whether the requirement
of prejudicein Article 6.2 DSU constitutes an additional requirement to those set out in Article 6.2 DSU.
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71 The EC notes that the United States has, as a defending party, frequently criticised Panel
requests for not respecting the requirements of Article 6.2 DSU, and has requested preliminary rulings
on this question.”® In the present context, the EC considers it useful to quote from the United States
submissions before the Pandl in US— Lamb:*’

The insufficiency of the Panel requests has seriously prejudiced the United States in
the preparation of its defense. It prevented the United States from knowing the true
nature of the claims being made againg the U.S. measure and placed the United
States in the postion of merely guessing which of the many obligations in these
severa articles might ke at issue in this review. This severely limited the ability of
the United States to begin the task of preparing its defense. The dispute resolution
process is intended to be a relatively speedy process. Central to such a speedy
process is the requirement that claims be clearly stated at the required time. The
failure of a complaining party to do so prejudices the responding party and undercuts
the fairness of the entire process. It effectively stacks the deck against the responding
party.

72. The EC does not consider that different standards should be applied in the present case. The
EC would also like to recall that Article 3.10 DSU requires Members to engage in dispute settlement
procedures in good faith. As the Appellate Body has underlined in US— FSC, this obligations applies
aso to the complainants:®®

This pervasive principle requires both complaining and responding Members to
comply with the requirements of the DSU (and related requirements in other covered
agreements) in good faith. By good faith compliance, complaining Members accord
to the responding Members the full measure of protection and opportunity to defend,
contemplated by the letter and spirit of the procedurd rules.

73. The EC does not wish to speculate about what are the reasons for the deficient drafting of the
Panel requests. In particular, the EC does not know whether this drafting reflects a conscious choice
on the side of the complainants to leave the EC in the dark about their prospective case, or whether
the complainants smply were unsure of the case that they were intending to bring. Whatever the
explanation may be, the Panel requests in their current form would provide the complainants with a
maximum flexibility in terms of their subsequent litigation strategy, and oblige the EC to defend itself
against a moving target. This is not in accordance with the requirement of due process underlying
Article 6.2 DSU.

74. By keeping their panel requests excessively vague, the United States and Austrdia have
prevented the EC from preparing its defence in a timely manner. They have thereby caused serious
prejudice to the EC.

VI. THE DEFICIENCIES OF THE PANEL REQUESTS HAVE BEEN RAISED BY THE
ECINATIMELY MANNER, AND MUST BE ADDRESSED WITHOUT DELAY

75. In considering the requirements of Article 6.2 DSU, the Appellate Body has held that the
respect of the conditions of this provision is of a fundamental nature, and may be examined at any
stage in the proceedings.”®

26 Panel Report, US— Lamb, para. 5.5; Panel Report, US— Carbon Steel, para. 4.1-4.2.
27 Panel Report, US— Lamb, para. 5.5

28 Appellate Body Report, US— FSC, para. 166.

29 Appellate Body Report, US— Carbon Steel, para. 123.
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76. At the same time, the Appellate Body has attached importance to the fact that the parties
should bring procedural deficiencies to the attention of the Panedl at the earliest possible opportunity.*°
This requirement was justified by the Appellate Body in US — FSC on the basis of the principle of
good faith, which pervades dispute settlement proceedings under the DSU:**

Article 3.10 of the DSU commits Members of the WTO, if a dispute arises, to engage
in dispute settlement procedures "in good faith in an effort to resolve the dispute’.
This is another specific manifestation of the principle of good faith which, we have
pointed out, is a once a general principle of law and a principle of genera
international law. This pervasive principle requires both complaining and responding
Members to comply with the requirements of the DSU (and related requirements in
other covered agreements) in good faith. By good faith compliance, complaining
Members accord to the responding Members the full measure of protection and
opportunity to defend, contemplated by the letter and spirit of the procedural rules.
The same principle of good faith requires that responding Members seasonably and
promptly bring claimed procedura deficiencies to the attention of the complaining
Member, and to the DSB or the Panel, so that corrections, if needed, can be made to
resolve disputes. The procedura rules of WTO dispute settlement are designed to
promote, not the development of litigation techniques, but smply the fair, prompt and
effective resolution of trade disputes.

7. The present request for a preliminary ruling is in full accordance with these requirements
established by the Appellate Body. The EC has raised the objection regarding the compatibility of the
Panel requests with Article 6.2 DSU at the first possible occasion, namely at the meeting of the
Dispute Settlement Body (DSB) on 29 August 2003, at which the requests were discussed for the first
time.** At this meeting, the EC explicitly caled upon the United States and Australia to submit new
panel requests compatible with Article 6.2 DSU. Since the complainants failed to do so, the EC
repeated its concerns at the second meeting of the DSB on 2 October 2003, and reserved its rights to
raise the issue during the Panel proceedings.®

78. In the view of the EC, the deficiencies of the Panel requests are such that they will affect the
entire subsequent proceedings. In particular, if the Panel requests are not amended, the scope of the
present dispute will remain entirely unclear. This will have as an inevitable consequence that the
submissions of the parties will have to deal not only with issues of substance, but also with the scope
of the claims of the complainants. Moreover, it would be regrettable for the Parties to engage in
pleadings on the substance of the dispute, only for the Panel requests to be found insufficient in the
Panel report or by the Appellate Body. For these reasons, and in order to safeguard the proper conduct
of the present dispute settlement proceedings, the EC considers it appropriate for the Panel to issue a
preliminary ruling regarding Article 6.2 DSU.

79. This would also be in line with the ruling of the Appellate Body has EC — Bananas in which
the Appellate Body held that questions regarding the respect of Article 6.2 DSU should be decided
early in pand proceedings, without causing prejudice or unfairness to any party or third party.**

30 Appellate Body Report, Thailand — H Beams, para. 95; Appellate Body Report, US— Carbon Steel,
para. 123.

31 Appellate Body Report, US— FSC, para. 166.

32 Minutes of the Meeting of the Dispute Settlement Body of 29 August 2003, WT/DSB/M/155,
para. 75 (Exhibit EC-2).

33 Minutes of the Meeting of the Dispute Settlement Body of 2 October 2003, WT/DSB/M/156,
para. 32 gExh| bit EC-3).

4 Appellate Body Report, EC — Bananasl| ||, para. 144.



WT/DS174/R/Add.2
Page B-19

80. The EC would like to clarify that it remains committed to a speedy resolution of the present
dispute. For this reason, the EC would not consider it inappropriate for the Panel to suggest to the
complaining parties to introduce a new Panel request in full compliance with Article 6.2 DSU. The
EC WO%Ld like to note that such a course of action has recently been taken by a Panedl in another
dispute.

VIl.  CONCLUSION

81 For the reasons set out above, the EC respectfully requests that the Panel find that the panel
requests do not meet the requirements of Article 6.2 DSU.

82. Given the importance of the jurisdictional issues raised in the present request, the EC
considers it appropriate that the Panel issue a preliminary ruling on this matter before the first written
submissions of the Parties are due.

35 Cf. Preliminary Ruling by the Panel, Canada — Wheat, para. 65. In this case, the United States indeed
introduced a new Panel request (WT/DS276/9). The dispute then continued to be heard before the Panel
originally established after the first Panel request.
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l. INTRODUCTION

1 This submission provides the response of the European Communities to the first written
submissions filed by Australia and the United States on 25 May 2004.

2. Section | raises a number of issues in connection with the terms of reference of the Pandl.

3. Section I sets out the content of Regulation 2081/1992 to the extent relevant for the present
dispute and corrects a number of errors and misrepresentations made by the complainants in their first
written submissions.

4, Section IV addresses the various claims submitted by the complainants to te effect that
certain requirements of Regulation 2081/92 are incompatible with the national treatment obligations
under Article 3.1 of the TRIPS Agreement, Article 2.1 of the Paris Convention and Article 111:4 of the
GATT, aswell aswith the prohibition on requirements of domicile or establishment in Article 2.2 of
the Paris Convention.

5. Section V addresses the United States claims that some of those requirements are
incompatible with the most-favoured-nation obligations under Article 4 of the TRIPS Agreement and
Article I:1 of the GATT.

6. Section VI deals with the complainants various claims to the effect that Regulation 2081/92
diminishes the legal protection of trademarks, thereby violating Articles 16.1, 20 and 24.5 of the
TRIPS Agreement, as well as certain provisions of Part 111 of that Agreement, and Articles 10bis and
10ter of the Paris Convention.

7. Section VI responds to the claims that the EC does not comply with the obligation to provide
protection to geographica indications under Article 22.2 of the TRIPS Agreement.

8. Finaly, Section VIII deals with the claims raised by Australia that Regulation 2081/92 is
incompatible with certain provisions of the TBT Agreement.

0. For ease of reference, the EC has grouped and numbered sequentialy the claims submitted by
the complainants. In each case, the EC has indicated which of the complainants has made the claim,
and referred to the paragraphs of the first submission where the claim is made.

I. TERMSOF REFERENCE

10. The present Panel has been established by the DSB on 2 October 2003 with standard terms of
reference in accordance with Article 7.1 of the DSU." These terms of reference define the Panel's
scope of jurisdiction. As the Appellate Body has explained in India — Patents (US), a pandl cannot
consider claims which are not within its terms of reference?

The jurisdiction of a panel is established by that panel's terms of reference, which are
governed by Article 7 of the DSU. A panel may consider only those claimsthat it has
the authority to consder under its terms of reference. A pand cannot assume
jurisdiction that it does not have. In this case, Article 63 was not within the Panel's

1 Cf. WT/DS174/21, WT/DS290/19, para. 2. As the EC has set out in its request for a preliminary
ruling made on 24 February 2004, it considers that the panel requests of the United States and of Australia are
not in compliance with the requirements of Article 6.2 DSU. The EC reserves the right to raise this issue in the
context of an appeal.

2 Appellate Body Report, India— Patents (US), para. 92.
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jurisdiction, as defined by its terms of reference. Therefore, the Panel had no
authority to consider the aternative claim by the United States under Article 63.

11. Initsfirst written submission, Australia is referring to versions of Regulation 2081/92 which
were no longer in force at the time the Panel's terms of reference were established. Moreover, the
complainants have referred to a number of measures that were not yet in existence at the time the
Panel was established. In the view of the EC, only measures which were in force at the time that the
Panel was established are within the terms of reference of the Pandl.

12. Moreover, Australia and the United States raise a number of claims which are not identified
in their requests for the establishment of the Panel. Such claims not identified in the panel requests are
not within the jurisdiction of the Panel.

A. THE MEASURE AT ISSUE

1. Versions of Regulation 2081/92 no longer in force at the time the Panel was established

13. In its first written submission, Austraia (but not the United States)® has referred to several
versions of Regulation 2081/92 no longer in force. It has numbered these versions #1 to #3, reflecting
various subsequent amendments of Regulation 2081/92.*

14. Throughout its submission, Austrdia refers repeatedly to these different versions of
Regulation 2081/92. In particular, Australia claims that no right of objection was available to persons
not resident or established in the EC "until Article 12d (1) of Regulation No 2081/92#3 changed the
situation”.® Similarly, Australia refers to the fact that "Article 17.1 of Regulation No 2081/92#1 and
#2 provided for a smplified registration process for certain names which were aready legaly
protected or established by usage in the Member States'®

15. These references to versions of Regulation No. 2081/92 which were no longer in force at the
time the present Panel was established are not within the scope of the Panel's terms of reference. This
dready flows from Austraia's request for the establishment of the Panel,” which is the basis for the
Panel's terms of reference. In its Pandl request, Australia referred to "Council Regulation (EEC) No
2081/92 of 14 July 1992 [...] and any amendments thereto" as "the EC measure”. Audrdia’s request
did not make it clear that Australia intended to challenge as the "EC measure” severa versions of the
same measure resulting from subsequent amendments over time.

16. Moreover, as the Panel in India — Autos recdled, a " WTO Pand is generally competent to
consider measures in existence at the time of its establishment".® Accordingly, in WTO practice,
Panels have declined to examine measures which were no longer in force at the time the Panel was
established. In US— Gasoline, the Panel explained the legal situation as follows:®

The Panel observed that it had not been the usua practice of a panel established under
the General Agreement to rule on measures that, at the time the panel's terms of

3 The United States has referred to Regulation 2081/92 “"as most recently amended” (US FWS,
footnote 1).

4 Australia's FWS, para. 18.

° Australia's FWS, para. 185 (emphasis added).

® Australia's FWS, para. 190 (emphasis added).

"WT/DS290/18.

8 Panel Report, India— Autos, para. 7.26.

® Panel Report, US — Gasoline, para. 6.19; similarly, Panel Report, Japan — Film, para. 10.58; Pane
Report, Argentina — Textiles and Apparel, para. 6.15.
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reference were fixed, were not and would not become effective. In the 1978 Animal
Feed Protein case, the Pand ruled on a discontinued measure, but one that had
terminated after agreement on the panel's terms of reference. In the 1980 Chile Apples
case, the panel ruled on a measure terminated before agreement on the panel's terms
of reference; however, the terms of reference in that case specifically included the
terminated measure and, it being a seasonal measure, there remained the prospect of
its reintroduction. In the present case, the Panel's terms of reference were established
after the 75 percent rule had ceased to have any effect, and the rule had not been
specifically mentioned in the terms of reference. The Panel further noted that there
was no indication by the parties that the 75 percent rule was a measure that, although
currently not in force, was likely to be renewed. Finaly, the Panel considered that its
findings on treatment under the baseline establishment methods under Articles 111:4
and XX (b), (d) and (g) would in any case have made unnecessary the examination of
the 75 percent rule under Article 1:1. The Panel did not therefore proceed to examine
this aspect of the Gasoline Rule under Article 1:1 of the General Agreement.

17. In the present case, there are no specific reasons which could justify an examination of
versions of Regulation 2081/92 no longer in force. From its adoption in 1992 to the establishment of
the Panel, Regulation 2081/92 has been amended six times.'® Austraia has arbitrarily chosen certain
points in time to reflect versions of Regulation 2081/92 going as far back as 1997 or 1993.

18. The same applies aso with respect to Audraia's reference to the version of Regulation
2081/92 as applicable before its amendment by Regulation 692/2003 of 8 April 2003.™ In accordance
with its Article 2.1, Regulation 692/2003 entered into force on 24 April 2003, i.e. before the present
Pand was established. The EC has no intention to repeal Regulation 692/2003, or to remove the
changes introduced by it. Therefore, Regulation 2081/92 as applicable prior to its amendment by
Regulation 692/2003 is not within the scope of the Panel's terms of reference.

19. Moreover, as the Appellate Body has recalled in US — Shirts and Blouses, the purpose of
Panel proceedings under the DSU is the settlement of concrete disputes between the parties:*™

Given the explicit am of dispute settlement that permestes the DSU, we do not
consider that Article 3.2 of the DSU is meant to encourage either panels or the
Appellate Body to "make law" by clarifying existing provisons of the WTO
Agreement outside the context of resolving a particular dispute. A panel need only
address those claims which must be addressed in order to resolve the matter in issue
in the dispute.

20. An anaysis of historical versions of Regulation 2081/92 is not useful for the purposes of
settling the present dispute. Accordingly, the EC submits that the measure at issue in the present
dispute is Regulation 2081/92 asin force at the time the Panel was established. A consolidated version
of Regulation 2081/92 as in force on 2 October 2003 is provided by the EC as Exhibit EC-1.

2. Measures not yet adopted at the time the Panel was established

21 The complainants have referred to a number of measures which had not yet been adopted at
the time the Pandl was established.

10 See consolidated version of Regulation 2081/92, Exihibit EC-1, p. 1.
L Exhibit COMRAi.
12 pppellate Body Report, US— Shirts and Blouses, p. 22.
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22, In Exhibits COMP-4b (viii) — (xvi), the complainants are referring to a number of
amendments to Commission Regulation 2400/96 adopted between 11 November 2003 and 5 April
2004. These measures did not yet exist at the time the Panel was established, and are therefore outside
its terms of reference.

23. Moreover, the complainants have prepared a "consolidated unofficial version" of Regulation
2081/92, which they provide as Exhibit COMP-1a. The complainants dtate that this consolidated
unofficial version incorporates amendments made by the Act of Accession of Cyprus, Czech
Republic, Estonia, Hungary, Latvia, Lithuania, Malta, Poland, Slovakia, and Slovenia. Moreover, the
complainants have also provided an extract from the Act of Accession as Exhibit COMP-3c.

24. In accordance with Article 2.3 of the Treaty of Accession, of which the Act of Accessionisan
integral part, the Treaty of Accession had to be ratified by all Member States of the European Union
and by the acceding countries. At the time the Panel was established, the process of ratification was
still ongoing. The Act of Accession entered into force only on 1 May 2004. Accordingly, the Act of
Accession was not yet adopted at the time the Pand was established, and is therefore not within the
scope of the Panel's terms of reference.

25. Accordingly, the EC submits that measures which had not yet been adopted at the time the
Panel was established are not within the Panel's terms of reference.

B. CLAIMS

26. In its first written submission, Austraia has raised clams under Article 4 of the Paris
Convention, and Articles 43 to 49 of the TRIPS Agreement. None of these claims is referred to in
Augtrdia's request for the establishment of the Panel.*

27. Moreover, both Australia and the United States have made claims according to which the EC
measure imposes a requirement of domicile or residence for the enjoyment of intellectua property
rights contrary to Article 2.2 of the Paris Convention. No such claim was raised in the panel requests
of the complainants.™

1. Australia's claim under Article 4 of the Paris Convention

28. In its first written submission, Australia aleges that Regulation 2081/92 is incompatible with
Article 4 of the Paris Convention, incorporated by Article 2.1 TRIPS, which requires that a WTO
member afford a right of priority of six months in respect of an application for registration of a
trademarll<5 for which an application for registration had previoudy been filed in another WTO
member.

29. However, Audrdia's panel request does not refer to Article 4 of the Paris Convention.
Australia can also not argue that its reference to Article 2.1 of the TRIPS Agreement, which requires
Members to comply with Articles 1 through 12 and Article 19 of the Paris Convention, is sufficient to
bring Article 4 of the Paris Convention within the scope of the Panel's terms of reference. The
incorporated provisions of the Paris Convention contain numerous distinct obligations, which need to
be referred to specifically in order to meet the requirements of Article 6.2 of the DSU.' In fact,
Audrdia's panel request specifies alongside the reference to Article 2.1 of the TRIPS Agreement a
number of other provisions of the Paris Convention alleged to be violated. However, Article 4 of the

B WT/DS290/18.

4 WT/DS290/18; WT/DS174/20.

15 Australia's FWS, para. 85.

16 Appellate Body Report, Korea - Dairy, para. 124.
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Paris Convention is not among the provisions alleged to have been violated in Austrdia's pand
request.

30. Therefore, the EC considers that Austrdia's claim regarding Article 4 of the Paris Convention
is outside the terms of reference of the Pandl.

2. Audtralia's claim under Articles43 to 49 of the TRIPS

3L In its first written submission, Australia has claimed that the EC measure has failed "to
provide the judicial authorities the authority required to be conferred on them by TRIPS Articles 43,
44, 45, 46, 48 and 49 in respect of the enforcement of trademark rights vis-a-vis the proposed
registration of an EC-defined GI".*’

32 However, Articles 43 to 49 TRIPS Agreement are not mentioned in Australia's panel request.
In its panel request (fifth paragraph, first bullet point), Australia has aleged that the EC measure
diminishes the legal protection of trademarks, and has referred in this respect to Articles 41 and 42
TRIPS. However, Articles 43 through 49 of the TRIPS Agreement contain distinct obligations which
are separate from and additional to those contained in Articles 41 and 42.

3. Australia cannot argue that a reference to the specific provisions of Articles 43 to 49 TRIPS
was made redundant by its reference to Article 41 TRIPS. Article 41 is an introductory provision
contained in the first section, entitled "Genera Obligations™, of Part I11. It sets out genera obligations
and principles to be respected by the Partiesin the application of Part I11.

A More specificaly, Artice 41.1 is a purely introductory provison which does not create
separate legal obligations. The fact that Article 41.1 TRIPS refers to the "enforcement procedures as
specified in this Part" cannot mean that areference to Artide 41.1 TRIPS would be sufficient to bring
al the provisions of Part 111 within the terms of reference of the Panel. Otherwise, it could be argued
that a smple reference to Artide 1.1 TRIPS is sufficient to bring al provisons of the TRIPS
Agreement within the scope of a panel'sjurisdiction, or that areference to Article XV1:4 WTO would
bring all provisions of the covered agreements within the scope of a panel's jurisdiction. Such an
interpretation would be manifestly incompatible with the requirements for panel requests contained in
Article 6.2 DSU.

35. Accordingly, the EC considers that Austraia's claim under Articles 43 to 49 of the TRIPS is
outside the terms of reference of the Panel.

3. The claimsregarding Article 2.2 of the Paris Convention

36. In its first written submission, the United States has argued that with respect to the
registration of foreign geographical indications, Regulation 2081/92 imposes a requirement as to
domicile or establishment contrary to Article 2.2 of the Paris Convention.™® The United States has
made a claim based on Article 2.2 of the Paris Convention also with respect to the conditions under
which foreign nationals can object to the registration of geographical indications."

17 Australia's FWS, para. 148.
18 USFWS, para. 84.
19 USFWS, para. 89.
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37. Australia has made a similar claim based on Article 2.2 of the Paris Convention with respect
to the alleged unavailability of aright of objection to foreign right holders prior to the amendment of
Regulation 2081/92 by Regulation 692/2003.%°

38. Article 2.1 and 2.2 of the Paris Convention are drafted as follows:

@ Nationals of any country of the Union shall, as regards the protection of
industrial property, enjoy in al the other countries of the Union the advantages that
their respective laws now grant, or may hereafter grant, to nationals; all without
prejudice to the rights specially provided for by this Convention. Consequently, 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.

2 However, no requirement as to domicile or establishment in the country
where protection is claimed may be imposed upon nationals of countries of the Union
for the enjoyment of any industrial property rights.

3. Article 2.1 of the Paris Convention is concerned with nationa treatment. In contrast,
Article 2.2 prohibits the imposition of requirements as to domicile or establishment. This obligation is
different and additional to the obligations resulting from the national trestment provision of
Article 2.1 Paris Convention. This is aso made clear by the term "however", which indicates that
Article 2.2 goes beyond what is provided in Article 2.1.

40. This view aso seems to be shared by the complainants. In its first written submission, the
United States has argued that the EC measure "is directly prohibited by Article 2(2) of the Paris
Convention".** Similarly, Australia has referred to the EC's obligations pursuant to Article 2(2) of the
Paris Convention. >

41. However, in their panel requests, the complainants have merely referred to an alleged failure
of the EC measure to provide nationa treatment. They lave not raised any issue regarding the
imposition of a requirement as to domicile or establishment contrary to Article 2.2 of the Paris
Convention.

42, For this reason, the EC submits that the US and Australian claims under Article 2.2 of the
Paris Convention are outside the terms of reference of the Pandl.

1. FACTS

43, The measure at issue in the present dispute is Council Regulation 2081/1992 on the protection
of geographical indications and designations of origin for agricultural products and foodstuffs, as in
force at the date of establishment of the Panel. A consolidated version of this Regulation is provided
in Exhibit EC-1.

44, In this section, the EC will set out the content of Regulation 2081/1992 relevant for the
present dispute. In this context, the EC will aso correct a number of errors and misrepresentations

20 Australia's FWS, para. 189, second bullet point; para. 194, second bullet point. Asthe EC has already
set out above, these claims relate to a measure which is no longer in force, and are therefore in any case outside
the terms of reference of the present panel.

2L USFWS, para. 85.

22 pustralia's FWS, para. 189, 194.
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that are contained in the first written submissions of the complainants with respect to the content of
Regulation 2081/1992.

A. THE DEFINITION OF GEOGRAPHIC INDICATIONS

45, Regulation 2081/92 lays down rules on the protection, within the European Community, of
designations of origin and geographical indications for agricultura products and foodstuffs.
Article 2(2) of the Regulation defines the terms "designation of origin® and "geographical indication”
as follows*®

@ designation of origin: means the name of a region, a specific place or, in
exceptional cases, a country, used to describe an agricultura product or a foodstuff:

- originating in that region, specific place or country, and

— the quality or characteristics of which are essentially or exclusively due to a
particular geographical environment with its inherent natural and human factors, and
the production, processing and preparation of which take place in the defined
geographical area;

(b) geographical indication: means the name of a region, 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

- which possesses a specific quality, reputation or other characteristics
attributable to that geographical origin and the production and/or processing and/or
preparation of which take place in the defined geographical area.

46. The distinction between designations of origin and geographical indications depends on how
closdly the product is linked to the geographical area in which it originates. However, both
designations of origin and geographical indications within the meaning of Regulation 2081/92 are
geographical indications as defined in Article 22.1 TRIPS Agreement.

47. Under Regulation 2081/92, designations of origin and geographical indications are subject to
identical rules as regards their registration and protection. For this reason, wherever the EC, in the
present submission, refers to geographical indications within the meaning of Regulation 2081/92, this
reference shall aso include designations of origin.

B. PRODUCT SPECIFICATIONS

48. In accordance with Article 4 (1) of Regulation 2081/92, in order to be €eligible to e a
geographical indication, an agricultura product must comply with a product specification. The
purpose of this requirement is to ensure that the agricultural product marketed using a particular
geographical indication in fact originates in the area to which the indication is related, and possesses
the specific quality, reputation or other characteristics which justify the protection of the geographical
indication.

49, Regulation 2081/92 does not itself define the product specifications with which a particular
product must comply. Rather, in accordance with Article 5 (3) of Regulation 2081/92, the product

2 Further specific aspects of these definitions are set out in paragraphs 3 to 7 of Article 2.
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specifications must be contained in the application for registration of a geographical indication.
Article 4 (2) of the Regulation defines the e ements with which a product specification must comply:

The product specification shall include at |east:

@ the name of the agricultural product or foodstuffs, including the designation
of origin or the geographical indication;

(b) a description of the agricultural product or foodstuff including the raw
materials, if appropriate, and principa physical, chemical, microbiological and/or
organoleptic characteristics of the product or the foodstuff;

(c) the definition of the geographical area and, if appropriate, details indicating
compliance with the requirementsin Article 2 (4);

(d evidence that the agricultural product or the foodstuff originates in the
geographica area, within the meaning of Article 2(2) (&) or (b), whichever is
applicable;

(e adescription of the method of obtaining the agricultural product or foodstuff
and, if appropriate, the authentic and unvarying local methods as well as information
concerning the packaging, if the group making the request determines and justifies
that the packaging rnust take place in the limited geographical area to safeguard
quality, ensure traceability or ensure control;

()] the details bearing out the link with the geographical environment or the
geographica origin within the meaning of Article 2(2)(a) or (b), whichever is
applicable;

()] details of the inspection structures provided for in Article 10;

(h the specific labelling details relating to the indication PDO or PGI, whichever
is applicable, or the equivalent traditional national indications,

0] any requirements laid down by Community and/or national provisions.
C. INSPECTION STRUCTURES

50. As has been explained, each protected geographical indication has to comply with a product
specification. However, a geographical indication is less reliable and informative for consumers if its
proper use is not ensured by an effective inspection regime. For this reason, Article 10(1) of
Regulation 2081/92 provides that EC Member States shall ensure that inspection structures are in
place, the function of which shal be to ensure that agricultural products and foodstuffs bearing a
protected name meet the requirements laid down in the specifications.

51 Article 10 does not regulate al details of such inspection structures. In particular,
Article 10(2) provides that an inspection structure "may comprise one or more designated inspection
authorities and/or private bodies". It thereby leaves the Member State a choice between public and
private elements in the design of the inspection bodies.

52. Article 10(3) further provides that designated inspection authorities and/or approved private
bodies "must offer adequate guarantees of objectivity and impartiality with regard to all producers or
processors subject to their control and have permanently at their disposal the qualified staff and
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resources necessary to carry out inspection of agricultura products and foodstuffs bearing a protected
name".

53. Further, the third subparagraph of Article 10(3) provides that in order to be approved by the
Member States, private bodies must fulfil the requirements laid down in standard EN 45011 of 26
June 1989, which sets out general requirements for bodies operating product certification systems. A
copy of this standard, which is available from CEN/CENELEC, is provided as Exhibit EC-2.

™. It should be noted that compliance with standard EN 45011 is only required for bodies to be
approved by the EC Member States. In accordance with the last subparagraph of Article 10(3), for
bodies located outside the Community, compliance with equivaent international standards will be
sufficient. An example for an equivalent international standard is |SO/IEC Guide 65:1996 (E), a copy
of which is provided as Exhibit EC-3.

55. In accordance with Article 4(2)(g) of Regulation 2081/92, details of the inspection structure
applicable must be included in the product specification, which is part of any application for
registration of a geographica indication.

D. THE REGISTRATION OF GEOGRAPHICAL INDICATIONS RELATING TO AN AREA LOCATED IN
THE EC

56. Articles 5 and 6 of Regulation 2081/92 set out the procedure for the registration of
geographical indications which relate to a geographica area located in the European Community.

57. In accordance with Article 5(4) of Regulation 2081/92, the application shall be sent to the EC
Member State in which the geographical areais located. In accordance with Article 5(5), the Member
State shall check that the application is judtified and, if it considers that the application fulfils the
requirements of the Regulation, shall forward the application, including the product specification and
al other relevant documents to the EC Commission.

58. This involvement of the Member State in the registration process is crucia for the proper
implementation of the Regulation. In fact, Member States are particularly well placed to examine the
admissibility of applications relating to geographica areas located on their territory.

59. Within six months of the receipt of the application, the EC Commission shal verify, by
means of a forma investigation, whether the registration application includes all the particulars
provided for in Article 4 of the Regulation. If, after this examination, the Commission concludes that
the name qudifies for protection, it shal publish a notice in the Official Journa of the European
Union containing among others the name of the applicant, the name of the product, and the main
points of the application (Article 6(2) of the Regulation).

60. If no statement of objection is notified to the Commission in accordance with Article 7 of the
Regulation, the name shall be entered in the register of protected names kept by the Commission
(Article 6(3) of the Regulation). The name entered in the register shall be published in the Official
Journd (Article 6.4 of the Regulation).

61. If, in the light of the investigation provided for in Article 6(1) of the Regulation, the
Commission concludes that the name does not qualify for protection, it shall decide, in accordance
with the procedure provided for in Article 15 of the Regulation, not to proceed with the registration of
the name.
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E. THE REGISTRATION OF GEOGRAPHICAL INDICATIONS RELATING TO AN AREA LOCATED
OUTSIDE THE EC

62. Regulation 2081/92 also applies to geographical indications relating to areas located outside
the EC. For this purpose, the Regulation lays down rules relating to the registration of such
geographical indications from outside the EC which closely paralel the provisions applicable to
geographical indications from inside the EC.

63. The purpose of these specific rules, some of which were introduced by Regulation 692/2003,
isto facilitate the registration of non-EC geographical indications while at the same time ensuring that
geographical indications from outside the EC correspond to the definition of a geographical
indication.

64. The United States and Australia have claimed that Regulation 2081/92 allows the registration
of geographical indications from other WTO members only under the condition of "reciprocity and
equivalence".?* In support of this contertion, they have relied on Article 12(1) of the Regulation,
which provides as follows:

Without prgjudice to international agreements, this Regulation may apply to an
agricultura product or foodstuff from athird country provided that:

- the third country is able to give guarantees identical or equivaent to those
referred to in Article 4,

- the third country concerned has inspection arrangements and a right to
objection equivaent to those laid down in this Regulation,

- the third country concerned is prepared to provide protection equivaent to
that available in the Community to corresponding agricultural products for foodstuffs
coming from the Community.

65. However, this interpretation is based on a misunderstanding of the Regulation. Article 12(1)
of Regulation 2081/92 clearly provides that it applies "without prejudice to international agreements’.
Such international agreements include the WTO Agreements. This is made clear by the 8" recita of
Regulation 692/2003,% which amended the procedures for the registration of non-EC geographical
indications, and in this context took specific account of the provisions of the TRIPS.

66. WTO Members are obliged to provide protection to geographical indications in accordance
with Section 3 of Part |1 and the general provisions and basic principles of the TRIPS Agreement. For
this reason, Article 12(1) and (3) of Regulation 2081/92 do not apply to WTO Members. This
digtinction between WTO countries and other third countries is also found in other provisions of the
Regulation, for instance in Article 12(2)(a) and (b) and in Article 12d(1), both concerning objections
from outside the EC.

67. Accordingly, the registration of a geographical indication relating to an area located in the
territory of another WTO Member abes not require that the Commission examines whether the
conditions set out in Article 12(1) of the Regulation are fulfilled. Rather, the procedure for the
registration of third country geographical indications can be immediately applied. The applicant shall
therefore send the registration application to the authorities in the country in which the geographical
area is located (Article 12a(1) of the Regulation). Like applications for registration of EC

24 USFWS, para. 22; Australia's FWS, para. 170.
%5 Exhibit COMR1h,
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geographical indications, applications must be accompanied by the specification referred to in
Article 4.

68. According to Article 12a(2), if the third country deems that the requirements of the
Regulation are satisfied, it shall transmit the registration application to the Commission accompanied
by the following:

@ a description of the legal provisions and the usage on the basis of which the
designation of origin or the geographica indication is protected or established in the
country,

(b) a declaration that the structures provided for in Article 10 are established on
its territory, and

(©) other documents on which it has based its assessment.

69. Article 12b regulates the further procedure for the registration of the geographical indication
in a way which corresponds closely to the procedure set out in Article 6 for the registration of
geographica indications from inside the EC*®

F. OBJECTIONS FROM PERSONS RESIDENT OR ESTABLISHED IN THE EC

70. Within six months of the date of publication of the application in the Official Journd, the
Member State may object to the registration. Article 7(2) of the Regulation provides that Member
States shall ensure that all persons who can demonstrate a legitimate economic interest are authorised
to consult the application. Pursuant to Article 7(3) of the Regulation, any legitimately concerned
natura or legal person may object to a proposed registration by sending a duly substantiated statement
to the competent authority of the Member State in which he resides or is established, who shall
transmit the objection to the Commission.

71. According to Article 7 (4) of the Regulation, a statement of objection shall be admissible only
if it:

either shows non-compliance with the conditions referred to in Article 2,

- shows that the registration of the name proposed would jeopardize the
existence of an entirely or partly identical name or of a mark or the existence of
products which have been legally on the market for at least five years preceding the
date of the publication provided for in Article 6(2).

- or indicates the features which demonstrate that the name whose registration
is applied for is generic in nature.

72. Where a statement of objection is admissible, the Commission shall proceed in accordance
with Article 7(5):

Where an objection is admissible within the meaning of paragraph 4, the Commission
shall ask the Member States concerned to seek agreement among themselves in
accordance with their internal procedures within three months. If:

26 5ee above paragraph 59 et seq.
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@ agreement is reached, the Member States in question shall communicate to
the Commission al the factors which made agreement possible together with the
applicant's opinion and that of the objector. Where there has been no change to the
information received under Article 5, the Commission shall proceed in accordance
with Article 6(4). If there has been a change, it shall again initiate the procedure laid
downin Article 7;

(b) no agreement is reached, the Commission shall take a decision in accordance
with the procedure laid down in Article 15, having regard to traditional fair practice
and of the actual likelihood of confusion. Should it decide to proceed with
registration, the Commission shal carry out publication in accordance with
Article 6(4).

G. OBJECTIONS FROM PERSONS RESIDENT OR ESTABLISHED OUTSIDE THE EC

73. Article 12d(1) of Regulation 2081/92 provides a right of objection to persons not resident or
established in the EC. Article 12d(1) is drafted as follows:

Within six months of the date of the notice in the Official Journal of the European
Union specified in Article 6(2) relating to a registration application submitted by a
Member State, any natural or legal person that has a legitimate interest and is from a
WTO member country or athird country recognised under the procedure provided for
in Article 12(3) may object to the proposed registration by sending a duly
substantiated statement to the country in which it resides or is established, which shall
transmit it, made out or trandated into a Community language, to the Commission.
Member States shal ensure that any person from a WTO member country or athird
country recognised under the procedure provided for in Article 12(3) who can
demongtrate a legitimate economic interest is authorised to consult the application.

74. Audtrdia and the US have claimed that this right of objection is subject to the condition that
the individual concerned is from a country which is recognised as fulfilling the conditions of
Article 12(1) of the Regulation.®’ This is wrong. Article 12d(1) of the Regulation refers to any person
that "is from a WTO Member or a third country recognised under the procedure provided for in
Article 12(3)". The phrase "recognised under the procedure provided for in Article 12(3)" only refers
to third countries other than WTO Members. Otherwise, the specific reference to WTO Members
would be meaningless. WTO Members are therefore not subject to the procedure of Article 12(3)
applicable to other third countries.

75. This is dso clear in Article 12b(2) of the Regulation, which concerns objections against
applications for registration of geographical indications relating to an area outside the EC. As regards
WTO Members, Article 12b(2)(8) smply provides that Article 12d shall apply; whereas
Article 12b(2)(b) requires for persons resident or established in third countries that the requirements
of Article 12(3) must be met.

76. In accordance with Article 12d(2), the conditions for the admissibility of objections from
outside the EC are those laid down in Article 7(4) for objections from inside the EC. The admissibility
conditions and the further procedure with respect to objections from outside the EC do not differ from
those applicable to objections from inside the EC.

T7. The United States has nonetheless seen a difference in the fact that whereas under Article 7(3)
of the Regulation, only persons who are "legitimately concerned’ may object to an application, under

2T USFWS, para 27, 92; Australia's FWS, para. 204.
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Article 12d, persons from outside the EC must have a "legitimate interest".?® According to the US, "it
would appear" that the requirement to be "legitimately concerned" is a lower standard than that one

has a "legitimate interest". *

78. This assumption of the United States is wrong. There is no substantive difference between the
two expressions "legitimately concerned” and "legitimately interested’. The New Shorter Oxford
English Dictionary defines "concerned' as. "interested, involved, troubled, anxious, showing
concern.* In other words, "interested" and "concerned" are synonyms. The terminological difference
raised by the United States is therefore without any substantive relevance, and does not imply a
different standard applicable to persons resident or established outside the EC.

H. DECISION-MAKING PROCEDURES UNDER THE REGULATION

79. In its first written submission, Australia has consistently misrepresented the decision-making
process applicable under Regulation 2081/92. In particular, it has referred to the "Committee of EC
Member States representatives' as the "decision-making process established by Article 15 of
Regulation 2081/92".%" Consequently, it has repeatedly referred to decisions taken according to the
procedure set out in Article 15 of the Regulation as decisions taken "in the Committee of EC Member
States representatives'.** Finally, Australia has referred to the Committee of EC Member States as the
"ultimate decision-maker" under the Regulation. *®

80. These statements are based on a misconception of the decision-making process under the
Regulation, and have the effect of exaggerating the role of the Committee. Under the Regulation,
decisions with respect to the registration of geographica indications are in principle taken by the
Commission. In certain cases, for instance where a statement of objection has been received or the
Commission considers that a name does not qualify for protection, the Commission must act in
accordance with the procedurein Article 15 of the Regulation. ** Article 15 provides the following:

1 The Commission shall be assisted by a committee.

2. Where reference is made to this Article, Articles 5 and 7 of Decision
1999/468/EC shall apply.

The period laid down in Article 5(6) of Decision 1999/468/EC shall be set at three
months.

3. The Committee shall adopt its Rules of Procedure.

8L Decision 1999/468* is a decision which lays down, on ageneral level, the procedures for the
exercise of implementing powers which the Council may delegate to the Commission in application
of Article 202 of the EC Treaty. The procedure which is applicable under Regulation 2081/92 is the
regulatory procedure set out in Article 5 of Decision 1999/468.

82. According to Article 5(1) of Decision 1999/468, the Commission is assisted by a Committee
composed of representatives of the Member States. In accordance with Article 5(2) of the Decision,

28 YSFWS, para. 26-27.

2 USFWS, para. 94.

30 New Shorter Oxford English Dictionary, 1993, Vol. 1, p. 467 (emphasis added).
31 Australia's FWS, para. 19.

32 E.g. Australia's FWS, para. 32, 44, 46,

33 Australia's FWS, para. 94.

34 Cf. Article 6(5), 7(5), 12b(1)(b), 12d(3) of the Regulation.

35 Exhibit EC-4.
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the Commission shall submit to the Committee a draft of the measures to be taken. If the measureisin
accordance with the opinion of the Committee, the Commission adopts the Measures (Article 5(3) of
the Decision). Only exceptionally, if the measure is not in accordance with the opinion of the
Committee, may the matter be referred to the Council of Ministers (Article 5(4) of the Decision). In
this case, the following procedure applies (Article 5(5) of the Decision):

The Council may, where appropriate in view of any such position, act by qualified
majority on the proposal, within a period to be laid down in each basic instrument but
which shall in no case exceed three months from the date of referral to the Council.

If within that period the Council has indicated by quaified majority that it opposes
the proposal, the Commission shall re-examineit. It may submit an amended proposa
to the Council, re-submit its proposal or present a legidative proposa on the basis of
the Treaty.

If on the expiry of that period the Council has neither adopted the proposed
implementing act nor indicated its opposition to the proposa for implementing
measures, the proposed implementing act shall be adopted by the Commission.

83. Consequently, the decision-maker under the Regulation is the Commission, or exceptionally
the Council of Ministers. The Committee assists the Commission, but does not take decisions; it may,
however, achieve that a proposd is referred to the Council of Ministers.

. THE PROTECTION OF GEOGRAPHICAL INDICATIONS

34 According to Article 13(1) of the Regulation, a name registered under the regulation shall be
protected against:

Registered names shall be protected against:

@ any direct or indirect commercia 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 that 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 trandated or accompanied by an expression such
as 'dyle’, 'type', 'method’, 'as produced in', ‘imitation’ or similar;

(c) any other false or mideading 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 a container liable to convey afase impression asto its origin;

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

J. INDICATION OF THE COUNTRY OF ORIGIN FOR HOMONYMOUS GEOGRAPHICAL INDICATIONS

85. In their first written submission, the United States has claimed that Article 12(2) requires that
any use of a geographical indication in connection with praducts of other WTO Members can be
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authorized only if the country of origin "is clearly and visibly indicated on the label”, and that there is
no similar requirement with respect to products of EC Member States®

86. This interpretation is based on a misunderstanding of Article 12(2) of the Regulation. This
provision is drafted as follows:

If a protected name of a third country is identical to a Community protected name,
registration shall be granted with due regard for local and traditional usage and the
practical risks of confusion.

Use of such names shall be authorized only if the country of origin of the product is
clearly and visibly indicated on the label.

87. It follows clearly from the structure of this provision that the reference to "such names' in the
second subparagraph of Article 12(2) is areference to the names mentioned in the first subparagraph,
i.e. identical protected names from a third country and the Community. In other words, the second
subparagraph does not concern third country names in genera, but only homonyms.

88. Moreover, it should be noted that the reference to "such names" applies both to third country
protected names and to Community protected names. In the case of identical names, the requirement
to indicate the country of aigin can apply both to the third country name and the Community name.
In practice, this would mean that whichever indication is registered later would normally be required
to indicate the country of origin. Where a Community indication is registered after an identical third
country indication, the Community indication would therefore be required to indicate the country of
origin.

89. Finaly, it should be noted that in case of homonymous names from the EC, the last indent of
Article 6(6) of the Regulation also requires "a clear distinction in practice’ between the two
homonyms. Where the two homonyms are from different Member States, this may in practice require
the indication of the country of origin.

K. GEOGRAPHICAL INDICATIONSAND TRADEMARKS

0. The relationship between geographical indications and trademarks is regulated in Article 14
of the Regulation, which is drafted as follows:

1 Where a designation of origin or geographical indication is registered under
this Regulation, any application for registration of a trademark that is for a product of
the same type and use of which will engender one of the situations indicated in
Article 13 shall be refused if made after the date of submission to the Commission of
the application for registration of the designation of origin or geographical indication.

Trademarks registered in breach of the first subparagraph shall be invalidated.

2. With due regard to Community law, a trademark the use of which engenders
one of the dtuations indicated in Article 13 and which has been applied for,
registered, or established by use, if that possibility is provided for by the legidation
concerned, in good faith within the territory of the Community, before either the date
of protection in the country of origin or the date of submission to the Commission of
the application for registration of the designation of origin or geographical indication,

% US FWS, para 25. Austraia rightly assumed that this provision only applies to homonyms
(Australia's FWS, para. 235).
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may continue to be used notwithstanding the registration of a designation of origin or
geographical indication, provided that no grounds for its invalidity or revocation exist
as specified by Council Directive 89/104/EEC of 21 December 1998 to approximate
the laws of the Member States relating to trade marks and/or Council Regulation (EC)
No 40/94 of 20 December 1993 on the Community trade mark.

3 A designation of origin or geographica indication shal not be registered
where, in the light of a trade mark'’s reputation and renown and the length of time it
has been used, regigtration is liable to mislead the consumer as to the true identity of
the product.

L. SIMPLIFIED REGISTRATION OF GEOGRAPHICAL INDICATIONS PRIOR TOTHE ENTRY INTO FORCE
OF REGULATION 692/2003

91 Initsfirst written submission, Australia has a so made certain claims regarding the simplified
registration procedure accordingto Article 17 of Regulation 2081/92 as applicable until the entry into
force of Regulation 692/2003.

22 Asthe Commission has aready set out, these claims relate to a measure no longer in force at
the time the Panel was established, and are therefore aitside the terms of reference of the present
Panel.®” However, since certain of the factual claims made by Austraia in this respect are factually
wrong, the EC would like to take the opportunity to correct them.

9. Initsfirst written submission, Australia claims that under the simplified procedure, a right of
objection was available to persons resdent or established in the EC, which was not available to
persons from outside the EC.*® In support of its thesis, it relies in particular on a declaratlon of the
Commission and the Council quoted in the Feta judgment of the European Court of Justice®

A, Audrdia's interpretation is unfounded. Article 17, as applicable until the entry into force of
Regulation 692/2003, provided as follows (emphasis added):

Within six months of the entry into force of the Regulation, Member States shall
inform the Commission which of their legally protected names or, in those Member
States where there is no protection system, which of their names established by usage
they wish to register pursuant to this Regulation.

In accordance with the procedure laid down in Article 15, the Commission shall
register the names referred to in paragraph 1 which comply with Articles 2 and 4.
Article 7 shal not apply. However, generic names shall not be added.

95, Article 17(2) thus provided clearly that Article 7, which laid down the right of objection, did
not apply in the smpllfled procedure. Thiswas explicitly confirmed by the European Court of Justice
in the Feta judgment:*°

Second, as the Commission itself pointed out in its defence in Case C-293/96, it must
be noted that, even though Article 17(2) of the basic regulation expressy provides
that Artice 7 thereof is not applicable in the simplified registration procedure, a
registration under that procedure also presupposes that the names conform with the

37 See above, para. 13 et seq.

38 Australia's FWS, para. 39, 191-192.

39 The declaration was quoted in para. 21 of the Court's judgment (Exhibit COMR 11).
40 paragraph 92 of the Judgment (Exhibit COMR 11; emphasis added).
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substantive requirements of that regulation. In the absence of express provisions to
the contrary, there is no possibility, under the simplified procedure, of names being
registered which do not fulfil the substantive conditions for registration under the
normal registration procedure.

9%. Furthermore, the declaration of the Council and the Commission referred to by the Court of
Justice d|d not concern the smplified procedure of Article 17. The declaration read in relevant part as
follows:**

The Council and the Commission further declare that where there are agriculture
products or foodstuffs already being legally marketed before the making of this
Regulation which may be the subject of an application for registration, it has been
provided for any Member States to object to the registration under the provisions of
Article 7 of the Regulation [...].

97. This declaration simply referred to the situation envisaged in the second indent of Artide 7(4)
of Regulation 2081/92, in which a statement of objection will be admissible. This declaration did in
no way refer to the simplified procedure foreseen in Article 17. Nor did the European Court of Justice,
as shown above, deduce from this declaration that a right of objection applied in the context of the
simplified procedure.

9. In accordance with the clear wording of Article 17(2) of Regulation as applicable until the
entry into force of Regulation 692/2003, the right of objection did not apply in the context of the
smplified procedure.

V. REGULATION 2081/92 IS COMPATIBLE WITH NATIONAL TREATMENT
OBLIGATIONS, AND DOES NOT IMPOSE A REQUIREMENT OF DOMICILE OR
ESTABLISHMENT

29. In their first written submissions, the complainants have claimed that Regulation 2081/92:

is incompatible with the national treatment obligation of the TRIPS and the Paris
Convention (Article 3.1 TRIPS and Article 2.1 TRIPS in conjunction with Article 2.1
Paris Convention);

establishes a requirement of domicile or establishment prohibited by the Paris
Convention (Article 2.1 TRIPS in conjunction with Article 2.2 Paris Convention);

isincompatible with the national trestment obligation of Article 111:4 GATT.
100.  The EC will discuss the claims under each of these provisionsin turn.

A. NATIONAL TREATMENT UNDER THE TRIPS AGREEMENT (ARTICLE 3.1 TRIPS AND
ARTICLE 2.1 TRIPSIN CONJUNCTION WITHARTICLE 2.1PARIS CONVENTION)

101.  Under the TRIPS Agreement, the obligation to provide national treatment with regard to the
protection of intellectual property is set out in two different provisions. First, Article 3.1 TRIPS
provides as follows:

Each Member shall accord to the nationals of other Members treatment no less
favourable than that it accords to its own nationals with regard to the protection of

41 Exhibit EC-5.
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intellectual property, subject to the exceptions aready provided in, respectively, the
Paris Convention (1967), the Berne Convention (1971), the Rome Convention or the
Treaty on Intellectual Property in Respect of Integrated Circuits. In respect of
performers, producers of phonograms and broadcasting organizations, this obligation
only applies in respect of the rights provided under this Agreement. Any Member
availing itself of the possibilities provided in Article 6 of the Berne Convention
(1971) or paragraph 1(b) of Article 16 of the Rome Convention shall make a
notification as foreseen in those provisions to the Council for TRIPS.,

102.  Moreover, Article 2.1 TRIPS integrates into the TRIPS Agreement the nationa treatment
provision contained in Article 2.1 of the Paris Convention. Article 2.1 of the Paris Convention reads
asfollows:

Nationals of any country of the Union shdl, as regards the protection of industria
property, enjoy in all the other countries of the Union the advantages that their
respective laws now grant, or may hereafter grant, to nationas; al without prejudice
to the rights specially provided for by this Convention. Consequently, 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.

103.  Since both obligations are expressed in similar terms, the EC shall discuss the claims made by
the complainants under both provisions jointly.

1. General remarks

104.  Both Article 3.1 TRIPS and Article 2.1 Paris Convention oblige WTO Members to treat
nationals of other Member no less favourably than their own nationals with respect to the protection
of intellectua property rights. In US — Section 211, the Appelate Body has underlined the
fundamental significance of the national trestment obligation within the context of the TRIPS.** In its
first written submission, the United States has recalled this fundamental importance of the national
trestment obligation under the TRIPS.** The EC agrees.

105. However, the EC considersit equally important to understand the correct scope and meaning
of the national treatment provisions of the TRIPS and the Paris Convention. Article 3.1 TRIPS
provides that each Member shall accord to the nationas of other Members treatment no less
favourable than that it accords to its own nationas. Similarly, Article 2.1 of the Paris Convention
provides that nationals of any country of the Union shal, as regards the protection of industrial
property, enjoy in all the other countries of the Union the advantages that their respective laws now
grant, or may hereafter grant, to nationas. Accordingly, the nationa treatment obligation under the
TRIPS aims at an equality of treatment between nationals.*

106.  This reference to nationals is of fundamental importance in the application of the nationa
treatment provision under the TRIPS. This is illustrated by the findings of the Panel in Indonesia —
Cars In this case, the United States had argued that the Indonesian system put the United States
companies in a postion that, if they were successful in becoming a partner in the Nationa Car
Programme, they would be unlikely to use in Indonesia the mark normally used ("global" mark) on
the vehicle marketed as a "national motor vehicle" in Indonesia, for fear of creating confusion. The

“2 Appellate Body Report, United States — Section 211, para. 241.

43 USFWS, para. 33.

4 Daniel Gervais, The TRIPS Agreement, Drafting History and Analysis, (Sweet & Maxwell, 1998),
p. 48.
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Pand regected this claim referring explicitly to the fact that no evidence had been brought to support
the conclusion that the Indonesian system constituted discrimination between nationals:*

We do not accept this argument for the following reasons. First, no evidence has
been put forward to refute the Indonesian statement that the system, in requiring a
new, albet Indonesianowned, trademark to be created, applies equaly to
pre-existing trademarks owned by Indonesian nationals and foreign nationals.
Second, if a foreign company enters into an arrangement with a Pioneer company, it
would do so voluntarily, with knowledge of any consequent implications for its
ability to maintain pre-existing trademark rights ...].

107.  The emphasis put by the TRIPS Agreement on nationals is not accidental. In Article 3.1
TRIPS and 2.1 Paris Convention, nationa treatment is provided "with regard to the protection of
intellectual property”. Intellectual property rights are held by natural and legal persons.®® It is
therefore entirely consistent with the object and purpose of the nationa treatment provision of TRIPS
that national treatment be granted between nationds.

108.  In this regard, the nationa treatment obligation of the TRIPS differs fundamentally from
national treatment in the GATT. Article 111:4 of the GATT provides that "the products of the territory
of any contracting party imported into the territory of any other contracting party shall be accorded
treatment no less favourable than that accorded to like products of national origin”. Accordingly,
unlike Article 3.1 TRIPS and 2.1 Paris Convention, Article I11:4 GATT prescribes national treatment
between goods, not between nationals.

109. The Pand in Indonesia — Autos in fact cautioned against reading Article 3.1 TRIPS so asto
apply to matters not directly related to the equal trestment of nationals*’

In considering this argument, we note that any customs tariff, subsidy or other
governmental measure of support could have a "de facto" effect of giving such an
advantage to the beneficiaries of this support. We consider that considerable caution
needs to be used in respect of "de facto” based arguments of this sort, because of the
danger of reading into a provision obligations which go far beyond the letter of that
provison and the objectives of the Agreement. It would not be reasonable to
construe the national treatment obligation of the TRIPS Agreement in relation to the
maintenance of trademark rights as preventing the grant of tariff, subsidy or other
measures of support to national companies on the grounds that this would render the
maintenance of trademark rights by foreign companies wishing o export to that
market relatively more difficult.

110.  The United States and Australiafail to acknowledge this fundamental difference between the
national treatment obligations of the TRIPS and the GATT.*® In their first written submissions, they
make no attempt to establish that Regulation 2081/92 discriminates between nationas of the EC and
nationals of other WTO members.

%5 Panel Report, Indonesia — Cars, para. 14.271 (emphasis added). The United Statesis therefore wrong
to claim that US — Section 211 has been the only dispute concerning the national treatment obligation in the
context of the TRIPS Agreement (US FWS, para. 34).

%6 On the definition of nationality in this respect, cf. Bodenhausen, Guide to the Application of the Paris
Convention for the Protection of Industrial Property, p. 27-28 (1968).

" Panel Report, Indonesia — Autos, para. 14.723 (emphasis added).

“8 Thisis all the more striking since the US, when discussing the most-favored-nation obligation under
the TRIPS and the GATT, did distinguish between treatment of nationals and treatment of products (US, FWS,
para. 108).
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111.  Asthe EC will show, Regulation 2081/92 does not discriminate between EC nationals and
nationals of other WTO members.

112. Moreover, the EC will show for each of the claims raised that, even if Regulation 2081/92
applied differently to foreign and EC nationals, it could not be considered as providing less favourable
treatment.

2. Claims 1: Non-EC nationals are accorded less favorable treatment than EC nationals
with respect to the registration of geographical indications through the application of a
condition of reciprocity and equivalence

113. The US and Austradia have claimed that by subjecting the registration of geographic
indications from other WTO members to "conditions of reciprocity and equivalence",
Regulation 2081/92 violates the national treatment provisions of Article 3.1 TRIPS and 2.1 Paris
Convention. *°

114.  Thisclamiswrong for the following reasons:

The EC does not apply a condition of reciprocity and equivaence for the registration
of geographical indications from other WTO members,

The conditions for the registration of individual geographical indications do not
congtitute less favourable treatment;

The conditions for the registration of geographical indications do not depend on
nationality.

@ The EC does not apply a condition of reciprocity and equivalence for the registration of
geographica indications from other WTO members

115. The United States and Austraia have aleged that Article 12(1) of Regulation 2081/92
subjects the registration of foreign geographical indications to a condition of "reciprocity and
equivalence”. In particular, the United States has argued that in order to ensure the protection of
geographica indications relating to areas in other WTO Members, the EC requires them to (a)
reciprocaly 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 unilateraly decides is
equivalent to that in the EC, including equivalent inspection and objection systems.™

116.  Asthe EC has already set out previoudly, this claim is factually incorrect.”* WTO Members
must provide adequate protection of geographical indications in accordance with the TRIPS
Agreement. For this reason, Article 12(1) of Regulation 2081/92, which applies only subject to
international agreements, does not apply to other WTO Members.>?

117. Accordingly, the EC does not condition the registration of geographical indications relating to
the territory of another WTO Member to the condition that it reciprocally grant equivalent protection

49 US FWS, para. 57 et seq. It appears that Australia has also attempted to raise the same claim, albeit
inlessclear form (Australia's FWS, para. 199).

%0 USFWS, para. 59.

°! Above para. 62 et seq.

52 Above para. 62 et seq.
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for agricultural products and foodstuffs coming from the EC and that it adopts a system for protecting
geographical indications equivaent to that in the EC.

(b) The conditions for the registration of individual geographical indications do not constitute
less favourable treatment

118.  However, the EC would like to clarify that whereas it does not require equivalence as regards
the system of protection of geographical indications, it does require that the product specifications and
ingpection regimes with regard to specific geographical indications from third countries meet the
conditions of Regulation 2081/92. For this reason, any application for a geographical indication
relating to an area in a third country must be accompanied by a product specification, and must
indicate that the necessary inspection procedures exist.>

119. It is not entirely clear to the EC whether the complainants are also challenging these Gl -
specific requirements. The EC notes, however, that in its submission, the United States has frequently
referred to the notion of "equivalence" without any further quaification, and has daimed that the
national trestment obligation was specifically intended to prohibit such a condition.>*

120.  In case the complainants should also challenge these Gl -specific requirements, the EC would
like to clarify that it considers that this interpretation would be erroneous. Article 3.1 TRIPS and 2.1
Paris Convention oblige WTO Members to provide "treatment no less favourable” to the national's of
other WTO Members; they do no oblige WTO Members to provide trestment more favourable.

121. Asthe EC has dso explained, the objective of the product specification and the inspection
regimes foreseen in Regulation 2081/92 is to ensure that the products meet the requirements that can
be expected from products marketed using the protected name.® These considerations apply to
protected names from the EC and from third countries alike. Therefore, the requirement in Regulation
2081/92 of an assurance that the product specifications regarding a foreign geographical indication are
respected is not less favourable treatment, but equal treatment.

122, Accordingly, any clam regarding a violation of the national treatment provisons of
Artice 3.1 TRIPS and 2.1 Paris Convention through the conditions for the registration of individual
geographic indications would be unfounded.

(©) The conditions for the registration of geographical indications do not depend on nationality

123.  Asthe EC has set out, Article 3.1 TRIPS and 2.1 Paris Convention require equal treatment, as
regards the protection of intellectual property, between nationds. However, the conditions and
procedures contained in Regulation 2081/92 for the registration of geographica indications do not
depend on nationdity.

124.  As the EC has explained above, the conditions and procedures for the registration of
geographical indications relating to an area located in the EC are set out in Article 5 and 6 of
Regulation 2081/92.%° In contrast, the conditions and procedures for the registration of geographical
indications relating to an area located in another WTO Member are contained in Article 12aand 12b
of the Regulation.®’

%3 Cf. above para. 68.

%4 Cf. e.g. USFWS, para. 57.

5 Above para. 48 et seq., 50 et seq.
%6 See above para. 56 et seq.

>" See above para. 62.
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125. Whether the area to which a geographic indication is related is located insde the EC or
outside is in no way linked to the question of the nationality of the producers of the product
concerned. Protection of a geographical indication relating to an area located in the EC is obtained in
accordance with Article 5 and 6 of the Regulation, even if the producers in question are foreign
nationals. Inversely, protection for a geographical indication located outside the EC must be obtained
in accordance with Articles 12a and 12b of Regulation 2081/92, even if the producers in question are
EC nationals. In both situations, the same also applies if certain producers are EC nationals, and
others are not.

126.  Accordingly, Regulation 2081/92 does not distinguish between EC nationals and other
nationals. For this reason aso, the claim must fail.

3. Claim 2: Regulation 2081/92 violates the national treatment obligations under the
TRIPS and the Paris Convention by requiring that applications must be transmitted by
the country in which the geographical area islocated

127. The United States (but not Australia) has claimed that Regulation 2081/92 violates the
national treatment obligations under the TRIPS and the Paris Convention by requiring that
applications must be transmitted by the country in which the geographical area is located.”® The
United States has argued that this requirement implies an "extra hurdle” for foreign nationals which is
not faced by EC nationals. In particular, the United States has invoked the possibility that the third
country concerned might have "neither the infrastructure nor the inclination™ to process and transmit
the application.

128,  The EC submits that this claim must fail. First, the question which government must transmit
the application in accordance with Article 6 or Article 12a of the Regulation does not depend on
nationality, but on the question where the geographic area in question is located.>® Accordingly,
Regulation 2081/92 does not differentiate on the basis of nationality.

129.  Second, the Regulation does not constitute less favourable treatment for third country
nationals. The role of third country governments provided for in Article 12a of the Regulation
corresponds exactly to that of EC Member States where geographical indications relating to an area
located in the EC are concerned. As the EC has set out above, this involvement of the Member State
or third country concerned in the registration process is crucial, as the government of the country
concerned is particularly well placed to examine the admissibility of applications relating to
geographical areas located on its territory. Accordingly, the condition that an application relating to an
arealocated in athird country is transmitted by the government in question does not amount to "less
favourable treatment”, but in fact ensures equal treatment.

130.  The references by the US to an absence of "infrastructure” or "inclination” on the part of the
third country are rot convincing. The verification and transmission of an application for registration
of a geographical indication are not overly burdensome for another WTO Member. As regards
"inclination”, the EC finds it remarkable that the United States would invoke its own unwillingness to
cooperate in the registration process in order to demonstrate a national treatment violation on the part
of the EC.

131.  Accordingly, the claim that Regulation 2081/92 violates the national treatment obligations
under the TRIPS and the Paris Convention by requiring that applications must be transmitted by the
country in which the geographicd areais located is unfounded.

%8 USFWS, para. 81.
%9 Cf. above para. 123 et seq.
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4 Claim 3: Non-EC nationals are accorded less favorable treatment than EC nationals
with respect to the requirement to indicate the country of origin for homonymous
geogr aphical indications

132.  The United States (but not Australia) has claimed that the requirement contained in
Article 12(2) of Regulation 2081/92 to indicate the country of origin constitutes a violation of national
treatment provisions under the TRIPS and the Paris Convention.®® This claim is unfounded for the
following reasons.

Article 12(2) of Regulation 2081/92 does not apply to al geographica indications,
but only to homonymes;

the requirement to indicate the country of origin for homonymous geographical
indications from the EC and third countries does not constitute less favourable
treatment;

Article 12(2) of Regulation 2081/92 does not discriminate between nationals.

(@ Article 12(2) of Regulation 2081/92 does not apply to all geographical indications, but only to
homonyms

133.  The United States has claimed that Article 12(2) of Regulation 2081/92 provides that use of
all foreign geographical indications require the indication of the country of origin. As the EC has
dready clarified,® this claim of the United States is based on a misunderstanding. The second
subparagraph of Article 12(2) only relates to the situation of the first subparagraph where "aprotected
name of athird country isidentical to a Community protected name". Accordingly, thereis no need to
examine whether a requirement to indicate the country of origin for all foreign geographical
indications would be compatible with nationa treatment obligations.

(b) The requirement to indicate the country of origin for homonymous geographica indications
from the EC and third countries does not constitute |ess favourable treatment

134.  Since it has misunderstood the meaning of Article 12(2) of the Regulation 2081/92, the
United States has not indicated whether it considers the requirement to indicate the country of origin
discriminatory also when only applying to homonymous names from the EC and a third country.
Should the United States have intended to make such an argument, then it would be manifestly
unfounded.

135.  Artide 12(2) in fact does not only apply to third country names, but aso to Community
names. As the EC has explained, it therefore may require the indication of the country of origin for
both EC and third country names, depending on which geographical indication has been protected
earlier.®? Accordingly, Article 12(2) of Regulations treats geographical indications from the EC and
third countries alike.

136.  Accordingly, Article 12(2) of Regulation 2081/92 is entirely compatible with the national
trestment obligations of the TRIPS and the Paris Convention.

%0 US FWS, para. 68. Australia has made a similar claim under Article 2.1 of the TBT Agreement,
which will be discussed below (cf. Australia's FWS, para. 234).

61 Above para. 85.

62 Above para. 88.
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(c) Article 12(2) of Regulation 2081/92 does not discriminate between nationals

137.  The second subparagraph of Article 12(2) of Regulation 2081/92 provides that the use of
"such names" is authorized only if the country of origin is clearly and visibly indicated on the label.
As the EC has set out above,” "such names" is a reference to the first subparagraph of Article 12(2).
Accordingly, the requirement to indicate the country of origin applies where "a protected name of a
third country isidentical to a Community protected name".

138. As the EC has dready set out in response to Claim 1, whether a protected name is a
"Community name” or a "third country name" within the meaning of Regulation 2081/92 depends on
where the geographica area to which the geographical indication is related is located. It has nothing
to do with nationality. Accordingly, Article 12(2) does not imply any discrimination between
nationals.®*

139.  For al these reasons, the claim should be rejected.

5. Claim 4: Regulation 2081/92 accor ds less favour able treatment to non-EC nationals by
subjecting theright to object to theregistration of geographical indicationsto conditions
of reciprocity and equivalence

140. The United States and Austraia have claimed that only nationals from WTO member
countries recognised in accordance with Article 12(3) of Regulation 2081/92 as fulfilling the
conditions of reciprocity and equivalence may object to registrations of geographical indications in
accordancewith Article 12d of the Regulation.®

141.  Thisisfactually wrong. Asthe EC has dready set out,® Article 12d(1) of Regulation 2081/92
gives aright to object to any person that "is from a WTO Member or athird country recognised under
the procedure provided for in Article 12(3)". It is clear from this explicit reference to WTO Members
that WTO Members are not subject to the procedure of Article 12(3) applicable to other third
countries. The same applies aso under Article 12.b.2 with respect to objections against the
registration of geographical indications from outside the EC.

142.  Theclamisaso legaly unfounded. Article 3.1 TRIPS and 2.1 of the Paris Convention relate
only to equal treatment between nationds. However, Article 7(3) of Regulation 2081/92 refers to
persons which are resident or established in the EC, regardless of their nationality. Similarly,
Article 12d(1) refers to persons resident or established outside the EC, regardless of their nationality.
It should also be noted that conditions regarding domicile or establishment are the subject of
Article 627.2 Paris Convention, on the basis of which the complainants have formulated separate
clams.

143.  Accordingly, this claim should be dismissed.

63 Above para. 87.

% The EC would point out that if national treatment under the TRIPS were considered as applying also
to discrimination between goods, then the relationship between he provisions of the TRIPS on national
treatment and Article IX:1 of the GATT would become an issue (on the relationship between Article 111:4 and
IX:1 GATT, see below para. 213 et seq.).

% United States FWS, para. 92; Australia's FWS, para. 204.

% Above para. 73 et seq.

67 See above Section 11.B.3 and below Section IV.B.
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6. Claim 5: Regulation 2081/92 accords less favour able treatment to non-EC nationals by
requiring their own country to transmit the objection

144. The United States and Austraia have claimed that Regulation 2081/92 accords less
favourable treatment to non-EC nationals by requiring their own country to transmit the objection. ®®

145.  Fird, it must once again be remarked that Article 12d(2) applies not to nationals, but to
persons resident or established in a third country. Accordingly, Regulation 2081/92 does not accord
different treatment on the basis of nationality.

146.  Second, the treatment accorded to persons resident or established in the Community and
persons resident or established in the EC is exactly identical. For persons resident or established in the
Community, Article 7 requires that the statement of objection shall be submitted to the EC Member
State where the person is resident or established, who shall transmit the objection to the Commission.
For persons resident or established in athird country, Article 12d(1) provides that the statement shall
be submitted to the third country of residence or establishment, which shall transmit it to the
Commission. Accordingly, Regulation 2081/92 does not apply unequal, but equa treatment.

147.  The United States has argued that the third country might not have "the appropriate
mechanism to process the objection, or may or may not be inclined to transmit the objection, for its
own political reasons".®® Similarly, Australia has argued that third countries "have no legally defined
relationship™ regarding such objections.”

148.  These objections are unconvincing. First, it does not appear that a particularly demanding
infrastructure is required for processing and transmitting a statement of objection. Second, the
complainants cannot rely on their own unwillingness to cooperate in the transmission of a statement
of objection in order to demonstrate a violation of national treatment obligations on the part of the EC.

149.  Accordingly, Regulation 2081/92 does not accord less favourable trestment to non-EC
nationals by requiring their own country to transmit the objection.

7. Claim 6: Regulation 2081/92 accor ds less favourable treatment to non-EC nationals by
requiring non-EC national to have a " legitimate interest" to object to theregistration of
geogr aphical indications

150. The United States (but not Australia) has claimed that Article 12d(1) Regulation 2081/92
accords less favourable treatment to non-EC nationals by requiring non-EC nationals to have a
"|egitimate interest” to object to the registration of geographical indications.”

151.  Asthe EC has shown, there is no substantive difference between the term "legitimate interest”
used in Article 12d(1) of Regulation 2081/92 and the term "legitimately concerned” in Article 7(3).
Rather, "legitimately concerned’ and "legitimately concerned" are Synonymous expressions.

152.  Since the clam is based on a misunderstanding of the Regulation, it does not need to be
discussed any further.

%8 Us, FWS, para. 90; Australia's FWS, para. 205.
9 Us, FWS, para. 90.

0 Australia's FWS, para. 205.

1 US, FWS, para. 93-94.
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8. Claim 7: Regulation 2081/92 accords less favourable treatment because a non-EC
rightholder hasno " representative” in the regulatory committee to " speak for him"

153.  Audtrdia (but not the United States) has argued that Regulation 2081/92 accords less
favourable treatment because a non-EC rightholder has no “representative” in the regulatory

committee to "spesk for him"."

154.  Thisclamis manifestly unfounded. First, Australia has not correctly understood the decision-
making process under the Regulation. As the EC has set out,”® the decision-maker under the
Regulation is the Commission, or exceptionally the Council. The Committee merely assists the
Commission, and may exceptionally achieve that a proposal is referred to the Council. In no case does
it take decisions itself. Moreover, Member States representatives on the Committee do not speak for
particular rightholders, but represent the respective EC Member State.

155.  Secondly, Audtrdia's claim to have a representative on the regulatory committee is not
reasonable. The public authorities of a WTO Member must be presumed to administer their duties
properly and fairly. Thisis independent of the nationality of the civil servants and employees working
for such authorities. The EC also notes that there are no "EC representatives' in the public authorities
and agencies of Australia. The EC does not assume that Australia would want to suggest that for this
reason, Australian authorities cannot be assumed to correctly implement their WTO obligations with
respect to the EC.

0. Claim 8: A right of objection was available to persons resident or established in an EC
Member State that was not available to other WTO Member nationalsin respect of the
registration of more than 120 geographical indications under the normal registration
process

156.  Australia has claimed that there is a violation of nationa treatment in the fact that a right of
objection was available to persons resident or established in an EC Member State that was not
available to other WTO Member nationals in respect of the registration of more than 120 geographical
indications under the normal registration process.”* This claim must fail for the following reasons:

Audrdia's claim relates to a measure which was no longer in force at the time of
establishment of the Panel, and which is therefore not within the terms of reference of
the Pand!;

the individua registrations are not in violation of national trestment obligations;

Austrdia is seeking to obtain a retroactive remedy it could not have obtained had it
attacked the measure while it was still in force.

@ Audrdia's clam relates to a measure which was no longer in force a the time of
establishment of the Panel, and which is therefore not within the terms of reference of the
Panel

157. Audrdia's clam relates to Regulation 2081/92 as in force until 8 April 2003, when
Regulation 692/2003 entered into force. It therefore relates to a measure which was no longer in force

2 Australia's FWS, para. 203.
3 Above, para. 79 et seq.
" Australia's FWS, para. 184 et seq.
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at the time of establishment of the Panel. Accordingly, as the EC has set out above, this measure is
therefore not within the terms of reference of the Pandl.”

(b) Theindividual registrations are not in violation of national treatment obligations

158.  In its submission, Australia has aso argued that "in respect to the registration under the
normal registration process of more than 120 EC-defined Gls' before Regulation 2081/92 was
amended by Regulation 692/2003, the "EC measure" accorded less favourable treatment to foreign
nationals. With this claim, Australia seems to suggest that the individual registrations of geographical
indications which were carried out prior to the entry into force of Regulation 692/2003 somehow
violate the national treatment obligations under the TRIPS and the Paris Convention.

159.  This clam of Austrdia's is unfounded. Australia has made no plausible case that the 120
registrations in question in any way violate the national treatment obligations under the TRIPS and the
Paris Convention.

160. Audrdia's claim is based exclusively on the argument that no right of objection was available
to third country-nationals under Regulation 2081/92 before its amendment by Regulation 692/2003.
However, this claim relates to Regulation 2081/92 as applicable before its amendment, and the
procedure it prescribed for the registration of geographical indications. The rules governing the
procedure leading up to the adoption of a measure are not the same as the measure itself.

161.  In contrast, Australia has advanced no arguments in support of its claim that the individual
registrations are incompatible with national treatment obligations. It is submitted that Austraia is
unable to do so. Each individual registration grants protection to a specific geographical indication
relating to a specific geographical area. It is not clear to the European Community how such a
registration could be considered to grant less favourable treatment to third-country nationals.

(c) Audtralia is seeking to obtain a retroactive remedy it could not have obtained had it attacked
the measure while it was still in force.

162.  In addition, the EC considers it important to remark that Austraia's claim, if directed against
the individua registrations, has considerable implications for the dispute settlement system set up by
the DSU. In fact, with its claim, Australia is seeking to obtain a retroactive remedy that it could not
even have obtaned had it attacked Regulation 2081/92 before it was amended by
Regulation 692/2003.

163.  According to Article 19.1 DSU, where a panel or the Appellate Body concludes that a
measure is inconsistent with a covered agreement, it shall recommend that the Member concerned
"bring the measure into conformity with that agreement”. It is universally accepted that this signifies
that recommendations of panels and the Appellate Body are prospective, not retrospective in nature.”®
This has aso been confirmed by the Appellate Body in US — Certain EC Products:’’

We note, though, that there is an obvious inconsistency between the finding of the
Pandl that "the 3 March Measure is no longer in existence' and the subsequent
recommendation of the Panel that the DSB request that the United States bring its 3
March Measure into conformity with its WTO obligations. The Pane erred in

> See above Section 11.A.1.

8 Australiaitself has argued in favour of the prospective character of WTO remedies even in regard to
Article 4.7 SCM Agreement; cf. Panel Report, Australia — Automotive Leather (Article 21.5—-US), para. 6.14.

" Appellate Body, US— Certain EC Products, para. 81.
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recommending that the DSB request the United States to bring into conformity with
its WTO obligations a measure which the Panel has found no longer exists.

164.  Reference can aso be made to the findings of the GATT Panel in Norway — Trondheim
Bridge, which clearly stated that GATT remedies were not retroactive:’®

The Panel then turned its attention to the recommendations that the United States had
requested it to make. In regard to the United States request that the Panel recommend
that Norway take the necessary measures to bring its practices into compliance with
the Agreement with regard to the Trondheim procurement, the Panel noted that al the
acts of non-compliance alleged by the United States were acts that had taken placein
the past. The only way mentioned during the Panel's proceedings that Norway could
bring the Trondheim procurement into line with its obligations under the Agreement
would be by annulling the contract and recommencing the procurement process. The
Panel did not consider it appropriate to make such a recommendation.
Recommendations of this nature had not been within customary practice in dispute
settlement under the GATT system and the drafters of the Agreement on Government
Procurement had not made specific provision that such recommendations be within
the task assigned to panels under standard terms of reference. Moreover, the Panel
considered that in the case under examination such a recommendation might be
disproportionate, involving waste of resources and possible damage to the interests of
third parties.

165. The Pand went on to emphasise that these considerations were in no way specific to
government procurement, but were of a general nature’

In considering this argument, the Panel was of the view that situations of the type
described by the United States were not unique to government procurement.
Considerable trade damage could be caused in other areas by an administrative
decison without there necessarily being any GATT inconsistent legidation, for
example in the areas of discretionary licensing, technical regulations, sanitary and
phytosanitary measures and subsidies. Moreover, there had been cases where a
temporary measure contested before the GATT had been lifted before a Panel had
been able to report.

166.  In the present case, even if Australia had challenged a violation of nationa trestment before
Regulation 2081/92 was amended by Regulation 692/2003, it could therefore not have claimed that
the EC undo all the registrations aready carried out, or that it reopen a possibility of objection against
such registrations.

167.  Australia has also argued that when Regulation 692/2003 entered into force, it should have
reopened a full objection period in respect to all geographical indications for which applications were
pending.® This argument shows even more clearly the retroactive character of Australia's claims. If
the period of objection had aready fully or partially run out for EC residents, then claims based on
national treatment would not have given aretroactive right to reopen an objection period for non-EC
residents.

8 Panel Report, Norway — Trondheim Bridge, para. 4.17.
7% Panel Report, Norway — Trondheim Bridge, para. 4.23.
8 Australia's FWS, para. 188.
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168. By formulating its claim not against the terminated measure but against the acts which are
derived from it, Australiais effectively trying to circumvent the principle that WTO remedies are not
retroactive in nature. For this reason also, Australia's claim must be rejected.

169.  For al the reasons set out above, Austraia's claim must be rejected.

10. Claim 9: A right of objection was available to persons resident or established in an EC
Member Statethat was not availableto other WTO Member nationalsin respect of the
registration of more than 480 EC-defined Glsunder the simplified registration process

170.  Finadly, Austraia also claims that aright of objection was available to persons resident or
established in an EC Member State that was not available to other WTO Member nationals in respect
of the registration of more than 480 EC-defined Gls under the simplified registration procedure.®® In
this respect, Austrdia refers to the smplified registration procedure provided for in Article 17 of
Regulation 2082/92 until its amendment through Regulation 2081/92.

171.  With thisclaim, Australiais once again trying to obtain a retrospective remedy for a measure
which is not within the terms of reference of the Panel, and which it did no challenge while it was ill
in force. All arguments that have been set out in respect of the Claim 8 therefore apply here as well.

172.  Moreover, Audtrdia's claim is factually wrong. As the EC has dready set out, there was no
right of objection for EC residents under the simplified procedure®” The fact that there was no right of
objection for third-country residents therefore did not constitute a violation of national treatment
obligations.

173.  Audrdia's claims must therefore be rejected.

B. PROHIBITED REQUIREMENT OF DOMICILE OR ESTABLISHMENT(ARTICLE 2.1 TRIPS IN
CONJUNCTION WITH ARTICLE 2.2 PARIS CONVENTION)

174.  The complainants have also raised certain clams under Article 2.1 TRIPS in conjunction with
Article 2.2 Paris Convention. Article 2.2 Paris Convention, which prohibits subjecting the enjoyment
of intellectual property rights to a condition of domicile or establishment, is a separate and distinct
obligation from Article 2.1 of the Paris Convention.

175.  Asthe EC has set out, the complainant's claims under Article 2.2 Paris Convention are not
within the Panel's terms of reference® This notwithstanding, the EC will hereafter briefly refute
certain erroneous arguments made in this respect by the complainants.

1. Claim 10: Regulation 2081/92 requires non-EC nationals to become established in the
EC asa condition for registering geographical indications

176.  The United States (but not Australia) has argued that Regulation 2081/92 requires non-EC
nationals to become established in the EC as a condition for registering geographica indications.®*
This claim is unfounded for the following reasons.

Geographical indications relating to an area located in a WTO country can be
registered under Regulation 2081/92;

81 Australia's FWS, para. 190 et seq.
82 suprapara. 91 et seq.

83 See above Section 11.B.3,

8 USFWS, para. 84.
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The right to register a geographical indication does not depend on domicile or
establishment;

Article 2.2 Paris Convention does not exclude measures which ensure that a product
originates in the geographical to which a protected geographical indication area is
related.

@ Geographical indications relating to an area located in a WTO country can be registered under
Regulation 2081/92

177.  The United States has based its clam on the assumption that a US nationa cannot register a
geographical indication relating to an area in the United States®™ The United States claim therefore
seems to be based on its assumption that the registration of geographica indications relating to an
area outside the EC is possible only if conditions of reciprocity and equivalence of protection systems
arefulfilled.

178. Asthe EC has already explained, the registration of geographical indications relating to an
area located in anther WTO Member does not depend on the fulfilment of such conditions.®® Any
geographical indication relating to an area in another WTO Member can be registered if it fulfils the
conditions set out in the Regulation.

179.  Accordingly, there is no requirement as to domicile or establishment for the registration of
geographical indications relating to an area located in a third country. Already for this reason, the
United States claim must fail.

(b) The right to register a geographical indication does not depend on domicile or establishment

180. The United States has argued further that a US nationa could not register a geographical
indication relating to an area located in the EC without "having some form of investment or business
establishment in the EC".*’

181.  This assumption of the United States is wrong. First of al, not any form of investment or
"business establishment” would appear to congtitute "an establishment” within the meaning of
Article 2.2 of the Paris Convention.

182.  Second, in order for a name to qualify as a geographical indication under Regulation 2081/92,
it must "possess a specific quality, reputation or other characteristics attributable to that geographical
origin and the production and/or processing and/or preparation of which take place in the defined
geographical ared".*®

183.  Accordingly, the Regulation does not require that a producer be domiciled or established in
the EC. It merdly requires that the production, processng or preparation, alternatively or
cumulatively, must take place in the defined geographical area. What specific activities of production,
processing, or preparation must take place in the specific area will depend on the specifications for the

8 USFWS, para. 85.

8 Above para. 62 et seq.

87 USFWS, para. 85.

8 Article 2.2 (b) of the Regulation. As has been noted above para. 46, a closer link with the
geographical area is required for designations of origin. However, since the procedures for registration and
protection of designations of origin are identical to those for geographical indications, the EC will refer only to
the latter.
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product in question. It cannot be assumed, however, that these specifications will necessarily require a
producer to be domiciled or established in the geographical areain question.

(©) Article 2.2 Paris Convention does not exclude measures which ensure that a product
originates in the geographical areato which a protected geographica indication is related

184.  Moreover, if the argument of the United States were accepted, it would have the effect of
rendering the protection of geographical indications as defined in the TRIPS impossible.

185.  According to Article 22.1 TRIPS, a geographical indication identifies "a good as originating
in the territory of a Member, or aregion or locality in that territory, where a given quality, reputation
or other characteristic of the good is essentialy attributable to its geographica origin”. Thus, the
definition of a geographical indication in the TRIPS presupposes that the good in question has an
identifiable geographical origin.

186.  The definition in Regulation 2081/92 that the production and/or processing and/or preparation
must take place in the defined geographical area implements this requirement of an identifiable
geographical origin. The argument of the United States that this constitutes a requirement of
"domicile or establishment" incompatible with Article 2.2 of the Paris Convention is equivalent to
saying that a geographical indication should be protected even if the products in question do not
originate in the area to which the geographical indication relates.

187.  Such an interpretation is incompatible with Article 22.1 TRIPS, and must also for this reason
be rejected.

2. Claim 11: Regulation 2081/92 requires non-EC nationals to become established in the
EC asa condition for objecting

188. The United States has argued that the fact that Regulation 2081/92 requires the home country
of third country nationals to transmit the statement of objection constitutes a requirement of residence
or domicile contrary to Article 2.2 of the Paris Convention. *

189.  This clam is manifestly unfounded. Article 12d(1) of Regulation 2081/92 explicitly allows
persons from other WTO countries who are resident or established in third countries to object to
registrations. It merely requires that, in close paralelism with the situation for EC residents, the
statement of objection be transmitted by the third country in which the person is resident. This
procedural modality does not congtitute a "requirement of domicile or establishment” for the
enjoyment of an industrial property right. Accordingly, this claim must be rejected.

C. NATIONAL TREATMENT UNDER ARTICLE I11:4 GATT

190. The complainants have raised a number of claims alleging that Regulation 2081/92 is
incompatible with the national treatment obligation contained in Article I11:4 GATT. In this section,
the EC will show that Regulation 2081/92 is fully compatible with Article 111:4 GATT. In the
dternative, the EC considers that the EC measure isjustified by Article XX (d) GATT.

89 US FWS, para. 91. Australia has raised Article 2.2 Paris Convention in the context of its claims with
respect to Regulation 2081/92 as applicable before it was amended by Regulation 692/2003 (Australia's FWS,
paras. 189, 194). Like the claims raised under Article 3.1 TRIPS and 2.1 Paris Convention, these claims are
outside the terms of reference of the Panel, and therefore need not be considered further (cf. above
Section 11.A.1).
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1. Theregulation 2081/92 is not incompatible with Article 111:4 GATT

191.  The nationa treatment obligation contained in Article 111:4 GATT provides as follows:

The products of the territory of any contracting party imported into the territory of
any other contracting party shall be accorded treatment no less favourable than that
accorded to like products of national origin in respect of al laws, regulations and
requirements affecting their internal sale, offering for sale, purchase, transportation,
distribution or use. The provisions of this paragraph shall not prevent the application
of differential internal transportation charges which are based exclusively on the
economic operation of the means of transport and not on the nationality of the
product.

192.  Asthe EC will show, Regulation 2081/92 is entirely compatible with this obligation.
€)] Genera remarks

193.  In Korea — Various Measures on Beef, the Appellate Body explained that for a violation of
Article 111:4 to be established, three elements must be satisfied:™

For a violation of Article 111:4 to be established, three elements nust be satisfied:
that the imported and domestic products at issue are "like products'; that the measure
at issueis a"law, regulation, or requirement affecting their internal sale, offering for
sde, purchase, transportation, distribution, or use”; and that the imported products
are accorded "less favourable" treatment than that accorded to like domestic products.

194.  The EC does not contest that Regulation 2081/92 is a measure affecting the interna sale of
products. However, it considers that some genera remarks are necessary on the first and the third
condition, namely that products at issue must be "like products”, and that the imported products must
be accorded "less favourable treatment” than like domestic products.

() Like products

195. The EC does not contest that products from third countries faling under the scope of
Regulation 2081/92 may be "like" EC products which fall under the scope of that Regulation.

196. The EC would aso like to stress, however, that the question of whether products are "like" for
the purposes of Article I11:4 GATT must be separated from the question of whether the conditions for
the registration of individua geographic indications are fulfilled. In the following passage in its first
written submission, Australia seems to be merging these two issues®*

However, the products in respect of which an EC-defined Gl may be registered
remain subject to the provisions of Article 111:4 of GATT 1994. Thus, within the
meaning of GATT Article 111:4, for example: imported apples and pears would be
like products to "Savoie" apples and pears;, imported oysters would be like products
to "Whitstable" oysters; imported olive oils would be like product to the many olive
oils for which an EC-defined Gl has been registered; and imported trout would be
like product with "Black Forest" trout.

% Appellate Body Report, Korea — Various Measures on Beef, para. 133.
1 Australia's FWS, para. 162.
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197.

Once again, the EC has no problem in accepting that apples or oysters from Australia may be
"like" apples or oysters from the EC. However, the EC would like to remark that this does not mean
that the EC cannot apply the conditions for the registration of geographic indications, as long as these

conditions do not result in less favourable treatment for imported products.

198.

The fact that a domestic measure may distinguish between "like" products without for that
reason alone according less favorable treatment, was also explicitly confirmed by the Appellate Body

in EC — Asbestos”

(i1)
199.

We recognize that, by interpreting the term "like products’ in Article 111:4 in this way,
we give that provision arelatively broad product scope — athough no broader than
the product scope of Article I11:2. In so doing, we observe that there is a second
element that must be established before a measure can be held to be inconsistent with
Article 111:4. Thus, evenif two products are "like", that does not mean that a measure
is inconsistent with Article I11:4. A complaining Member must till establish that the
measure accords to the group of "like" imported products "less favourable
treatment” than it accords to the group of "like" domestic products. The term "less
favourable treatment” expresses the genera principle, in Article 111:1, that internal

regulations "should not be applied ... so as to afford protection to domestic
production”. If there is "less favourable trestment” of the group of "like" imported
products, there is, conversely, "protection” of the group of "like" domestic products.

However, a Member may draw distinctions between products which have been found
to be "like", without, for this reason alone, according to the group of "like" imported

products "less favourable treatment” than that accorded to the group of
"like" domestic products. [...].

Less favourable treatment

In Korea — Various Measures on Beef, the Appellate Body has defined the meaning of "less

favourable treatment” as follows;*®

200.

We observe, however, that Article 111:4 requires only that a measure accord treatment
to imported products that is "no less favourable" than that accorded to like domestic
products. A measure that provides treatment to imported products that is different
from that accorded to like domestic products is not necessarily inconsistent with
Article 111:4, aslong as the treatment provided by the measure is "no less favourable”.
According "treatment no less favourable’ means, as we have previoudy said,
according conditions of competition no less favourable to the imported product than
to the like domestic product.

The Appellate Body continued as follows:**

A formal difference in treatment between imported and like domestic products is thus
neither necessary, nor sufficient, to show a violation of Article 111:4. Whether or not
imported products are treated "less favourably™ than like domestic products should be
assessed instead by examining whether a measure modifies the conditions of
competition in the relevant market to the detriment of imported products.

92 Appellate Body Report, EC — Asbestos, para. 100.
93 Appellate Body Report, Korea — Various Measures on Beef, para. 135.
% Appellate Body Report, Korea — Various Measures on Beef, para. 137.
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201.  Asthe EC will show, Regulation 2081/92 does not modify the conditions of competition to
the detriment of imported products.

(b) Claim 12: Regulation 2081/92 accords less favourable treatment as regards the conditions for
registration of foreign geographical indications

202.  The complainants have claimed that Regulation 2081/92 accords |ess favourable treatment as
regards the conditions for registration of foreign geographical indications by imposing conditions of
reciprocity and equivalence.”®

203. As the EC has already stated above, Regulation 2081/92 does not impose a condition of
reciprocity and systemic equivalence for the registration of geographical indications from other WTO
Members.®® Accordingly, it does not apply less favourable treatment to products from other WTO
Members.

204.  Asit has already done in response to the claims under the national treatment provisions of the
TRIPS and the Paris Convention,®” the EC would like to recall, however, that whereas it does not
require other WTO Members to have an equivalent system for the protection of geographical
indications, it must ensure that indications from third countries comply with the conditions set out in
Regulation 2081/92. However, in this respect, the EC treats products from the EC like it treats
products from other WTO Members.

205. The clam that Regulation 2081/92 accords less favourable trestments as regards the
conditions for registration of foreign geographical indications by imposing conditions of reciprocity
and equivaence must therefore be dismissed.

(c) Claim 13: Regulation 2081/92 accords less favourable treatment as regards the requirement
that the application must be transmitted by the government of the third country

206. The complainants have argued that Regulation 2081/92 accords less favourable treatment as
regards the requirement that the application must be transmitted by the government of the third
country.*®

207.  Asthe EC has already set out above with respect to the national treatment obligations under
the TRIPS and the Paris Convention,” the role of third country governments provided for in
Article 12a of the Regulation corresponds exactly to that of EC Member States where geographical
indications relating to an area located in the EC are concerned. Accordingly, the condition that an
application relating to an area located in athird country is transmitted by the government in question
does not amount to "less favourable treatment”, but in fact ensures equal treatment. Moreover,
Australia and the United States cannot invoke their own unwillingness to cooperate in the application
process in order to argue that Regulation 2081/92 congtitutes less favourable treatment for their own
nationals.

208.  Accordingly, this clam is equaly unfounded.

9% USFWS, para. 104; Australia's FWS, para. 165 et seq.

% See above, para. 62.

97 Above para. 113 et seq.

% USFWS, para. 104(d); Australia's FWS, para. 172 et seq.
% Above para. 127 et seq.
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(d Claim 14: Regulation 2081/92 accords less favourable treatment as regards the requirement to
indicate the country of origin

209. The United States (but not Australia) has argued that Regulation 2081/92 accords less
favourable treatments as regards the requirement to indicate the country of origin. *®

210.  Thisclaim isunfounded for the following reasons.

Article 12(2) of Regulation 2081/92 does not apply to al geographical indications,
but only to homonymes,

The requirement to indicate the country of origin for homonymous geographical
indications from the EC and third countries does not constitute less favourable
treatment;

Article 1X:1 of the GATT isalex specialisto Article 111:4 GATT; nationa treatment
obligations therefore do not apply to requirements to mark the country of origin.

0] Article 12(2) of Regulation 2081/92 does not apply to all geographical indications, but only
to homonyms

211. Asthe EC hasaready set out in response to the United States corresponding claim under the
TRIPS Agreement, Article 12(2) of Regulation 2081/92 does not apply to al geographical indications,
but only to homonyms.*®* Accordingly, there is no requirement to indicate the country of origin for all
foreign geographical indications.

(i) The requirement to indicate the country of origin for homonymous geographical indications
fromthe EC and third countries does not constitute less favourable treatment

212.  Asthe EC has also already explained, Article 12(2) does not only apply to third country
names, but applies on equal terms to Community names.** Accordingly, Article 12(2) treats foreign
and EC goods dike.

@iii)  ArticleIX:1 of the GATT is a lex specialis to Article l111:4 GATT,; national treatment
obligations therefore do not apply to requirements to mark the country of origin

213.  Findly, it should be noted that marks of origin are dedt with in Article IX of the GATT.
Article 1X:1 provides as follows:

Each contracting party shall accord to the products of the territories of other
contracting parties treatment with regard to marking requirements no less favourable
than the treatment accorded to like products of any third country.

214. It is noteworthy that Article IX GATT contains, with respect to marks of origin, exclusively
an obligation to provide most-favoured nation treatment. It does not contain an obligation to aso
provide national treatment. This has been confirmed by the GATT Panel in US— Tuna:'*

190 ys FWS, para. 106. Australia has made a similar claim under Article 2.1 of the TBT Agreement,
which will be discussed below (cf. Australia's FWS, para. 234).

101 Above para. 133.

102 Above para. 134.

103 panel Report, US— Import Restrictions on Tuna, para. 5.41.
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The Panel noted that the title of Article IX is 'Marks of Origin' and its text refers to
marking of origin of imported products. The Panel further noted that Article 1X does
not contain a nationa-treatment but only a most-favoured-nation requirement, which
indicates that this provision was intended to regulate marking of origin of imported
products but not marking of products generally. The Panel therefore found that the
labelling provisions of the DPCIA did not fall under Article 1X:1.

215. Thisomission in Article IX:1 cannot be regarded as accidentd. If the GATT had meant to
also impose a national treatment obligation with respect to marks of origin, it would have been natural
to include such an obligation in Article 1X. Alternatively, Article IX could have remained silent on the
issue of national and most-favoured nation treatment, in which case the general obligations contained
inArticles| and Il of the GATT would have applied.

216. By laying down an obligation only to provide most-favoured nation treatment and not also
national treatmert, Article IX implies that WTO members are free to impose country of origin
marking only with respect to imported products and not to domestic products. This understanding is
aso confirmed by areport of a GATT working party:***

The Working Party considered that the question of additional marking requirements,
such as an obligation to add the name of the producer or the place of origin or the
formula of the product, should not be brought within the scope of any
recommendation dealing with the problem of marks of origin. The point was stressed
that requirements going beyond the obligation to indicate origin would not be
consistent with the requirements of Article 111, if the same requirements did not apply
to domestic producers of like products.

217.  For these reasons, Article 111:4 is not applicable to requirements to indicate the country of
origin for an imported product.

218.  For all the reasons set out, the EC submits that the United States claim must be rejected.

(e Claim 15: Regulation 2081/92 accords less favourable treatment due to an overall biasin the
decision-making process

219.  Audtralia has argued that Regulation 2081/92 accords less favourable treatment in that there is
an overall bias in the decision-making process due to the alleged fact:'®

that the outcome of the application is to be determined through a process, that is, the
Committee of EC Member State representatives, in which:

there is no representative or advocate for the registration of
an EC-defined Gl for an imported product; and

there is no requirement for procedural fairness, due process
and/or transparency concerning that Committee's decision-
making process.

220.  First of dl, this claim is based on a misunderstanding of the decision-making process under
the Regulation. As the EC has aready explained, the decision-maker under the Regulation is the

104 /595, adopted on 17 November 1956, 55/102, 105-106, para. 13 (emphasis added).
105 Australia's FWS, para. 177.
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Commission, or exceptionaly the Council.*®® The Committee merely assists the Commission, and
may exceptionally achieve that a proposal is referred to the Council.

221.  Secondly, as the EC has dready argued, Audtralia’'s claim to a have representative on the
regulatory committee is manifestly unfounded. ™’

222,  Findly, the Audtralian statement that there is "no requirement for procedural fairness, due
process and/or transparency' concerning the decisiorn-making process of the Committee is completely
unsupported by fact.

223.  For these reasons, the Australian claim must be rejected.

2. The measurewould be justified under Article XX (d) GATT

224.  As explained, it is unclear to the EC whether the complainants claim that the requirements
imposed by Article 12a, in conjunction with Articles 4 and 10, of Regulation 2081/92 with respect to
the registration of each specific geographical indication are as such incompatible with Article 111:4 of
the GATT. The EC has shown that those requirements do not provide less favourable treatment to
imported like products and, therefore, are consistent with that provision.

225.  Inthe event that the complainants were to claim that such requirements are inconsistent with
Article 111:4 of the GATT, and should the Panel find that they afford less favourable treatment to
imported products, the EC submits in the dternative that such requirements would be justified under
Article XX(d) of the GATT.

226.  More specificaly, the EC submits that the requirements at issue are necessary in order to
ensure that only those products which conform to the definition of geographical indications contained
inArticle 2(2) of Regulation 2081/92, which isitself fully consistent withthe GATT, benefit from the
protection afforded to geographical indications by Regulation 2081/92.

V. REGULATION 2081/92 ISCOMPATIBLE WITH THE OBLIGATION TO PROVIDE
MOST-FAVOURED-NATION TREATMENT

227.  The United States (but not Australia)'®® has claimed that Regulation 2081/92 is incompatible
with the obligation to provide most-favoured-nation treatment under Article 4 TRIPS and Article 1:1
GATT. The EC will discuss the United States claims under both provisions separately.

A. ARTICLE 4 TRIPS

228.  The United States has made two claims under the most-favoured-nation provision of Article 4
TRIPS:

As among non-EC WTO Members, nationals from WTO Members that satisfy the
EC's conditions of reciprocity and equivalency are accorded more favourable
treatment than nationals from those WTO Members that do not;

106 Above, para. 79.

197 Above, para. 155.

108 Australia has not made any claim in this respect, but has reserved the "right to pursue such a claim"
in the event that the EC "is applying" or "begins to apply Community-wide protection to EC-defined Gls for
foodstuffs and agricultural products from another WTO Member" (Australia's FWS, para. 65).
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under Regulation 2081/92, an EC Member State grants more favourable treatment to
nationals from other EC Member States than it accords to nationals from non-EC
WTO Members.

1. Claim 16: As among non-EC WTO Members, nationals from WTO Members that
satisfy the EC's conditions of reciprocity and equivalency are accor ded mor e favourable
treatment than nationals from those WTO Membersthat do not

229.  The United States has claimed that nationals from WTO Members that satisfy the EC's
conditions of reciprocity and equivaency are accorded more favourable treatment than nationals from
those WTO Members that do not.*°

230.  Thisclam isunfounded for the following reasons:

the EC does not apply a condition of reciprocity and equivalence for the registration
of geographical indications from other WTO members;

the conditions for the registration of individua geographical indications from third
countries are not discriminatory;

Article 12 of Regulation 2081/92 does not grant any advantage, favour, privilege or
immunity to any other country;

the conditions for the registration of geographical indications do not depend on
nationality.

@ The EC does not apply a condition of reciprocity and equivalence for the registration of
geographical indications from other WTO members

231.  Artide 4 TRIPS requires that "with regard to the protection of intellectual property, any
advantage, favour, privilege or immunity granted by a Member to the nationals of any other country
shall be accorded immediately and unconditionally to the nationals of al other Members'.

232. Asthe EC has aready explained, it does not apply a condition of reciprocity and equivalence
to the registration of geographical indications from other WTO Members™® Accordingly,
geographica indications relating to an area located in another WTO country can be registered under
Regulation 2081/92 in accordance with Article 12a and 12b of Regulation 2081/92.

233.  In contrast, the conditions of Article 12(1) and 12(3) are applicable for the registration of
geographica indications from third countries which are not WTO Members. Moreover, it should be
recalled that Artidle 4 TRIPS does not require that benefits are extended to third countries which are
not WTO Members.

234. Accordingly, Regulation 2081/92 does not treat nationals of other WTO Members less
favourable than those of other third countries.

109 ys FWS, para. 119.
110 Above para. 62 et seq.
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(b) The conditions for the registration of individual geographical indications from third countries
are not discriminatory

235.  Asin respect of the claims regarding nationa treatment, the EC is not sure whether the United
States also challenges the product-specific conditions for the registration of geographical indications
from third countries.

236. However, if it does, such a clam would have to be regarded as unfounded. The conditions for
the registration of individual geographical indications, and in particular the requirement of a product
specification and the existence of inspection structures, do not discriminate on the basis of nationality
or product origin. Moreover, they are examined for each product individualy.

237.  In this context, it is useful to recall the Pand report in Canada — Autos, which stated that
most-favoured nation treatment does not exclude subjecting advantages to conditions, as long as these

conditions are non-discriminatory:***

In this respect, it appears to us that there is an important distinction to be made
between, on the one hand, the issue of whether an advantage within the meaning of
Article I:1 is subject to conditions, and on the other, whether an advantage, once it
has been granted to the product of any country, is accorded "unconditionaly" to the
like product of other Members. An advantage can be granted subject to conditions
without necessarily implying that it is not accorded "unconditionaly” to the like
product of other Members. More specifically, the fact that conditions attached to such
an advantage are not related to the imported product itself does not necessarily imply
that such conditions are discriminatory with respect to the origin of imported
products. We therefore do not believe that, as argued by Japan, the word
"unconditionaly " in Article 1:1 must be interpreted to mean that making an advantage
conditional on criteria not related to the imported product itself is per se inconsistent
with Article I:1, irrespective of whether and how such criteria relate to the origin of
the imported products.

238.  Accordingly, the application of the conditions for the registration of individual geographical
indications from other WTO Members is not incompatible with most-favoured-nation principles.

(© Article 12 of Regulation 2081/92 does not grant any advantage, favour, privilege or immunity
to any other country

239.  Second, Article 12 of Regulation 2081/92 does not involve the granting of any advantage to a
third country. **2

240.  Artide 12(1) of Regulation 2081/92 provides the conditions under which the Regulation may
apply to a third country which is not a WTO Member. In accordance with Article 12(3) of the
Regulation, the Commission must examine whether the conditions in Article 12(1) are fulfilled. The
conditions set out in Article 12(1) are the same for all third countries which fall under this provision.
In the absence of a decision under Article 12(3) of the Regulation, Article 12 does not confer any
advantage onto a third country.

11 panel Report, Canada — Autos, para. 10.24.

112 The EC notes that Australia seems to share this view, since it reserves to make a claim in regard to
most-favoured-nation treatment only in the event that the EC "is applying" or "begins to apply Community-wide
protection to EC-defined Gls for foodstuffs and agricultural products from another WTO Member" (Australia's
FWS, para. 65).
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241.  In support of its claim, the United States has referred to the GATT Panel Report in Belgian
Family Allowances'*® However, this Panel report does not support the proposition of the United
States. In this case, Belgium had in fact granted an exception from a certain levy to a number of third
countries™* This resembled the situation in EEC — Imports of Beef from Canada, where the Panel
found as follows:**®

The Panel further found that exports of like products of other origin than that of
United States were in effect denied access to the EEC market considering that the
only certifying agency authorized to certify the meat described in Article 1(1)(d),
listed in Annex Il of the Commission Regulation, was a United States agency
mandated to certify only meat from the United States.

(b) The Panel further found that the mention "Beef graded USDA ‘choice, or
'prime’ automatically meets the definition above' could accord an advantage to
products of United States origin in so far as other like products were not mentioned
in the same manner. The Panel found, however, that only the practical application of
the Commission Regulation would make it possible to judge whether this mention in
itself was inconsistent with Article | of the General Agreement.

4.3 The Panel concluded that Commission Regulation (EEC) No. 2972/79 and its
Annex I, in their present form had the effect of preventing access of "like products"
from other origin than the United States, thus being inconsistent with the most-
favoured-nation principlein Article | of the General Agreement.

242.  In both cases, it was the granting of concrete advantages to specific countries which led the
Panels to find a violation of the most-favoured-nation principle. Thisis fundamentally different from
the situation under Article 12 of Regulation 2081/92, which merely provides for the conditions under
which Regulation 2081/92 may apply to geographical indications from third countries which are not
WTO members.

243.  The United States has also referred to a Joint Declaration of the European Community and
Switzerland made on occasion of the signature of the Agreement between the European Community
and Switzerland on Trade in Agricultural Products.*® This declaration readsin full as follows:*"

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 (PGls) is essentid for the liberalisation of trade in
agricultural products and foodstuffs between the Parties. The incorporation of
provisions relating thereto in the bilateral Agreement on trade in agricultural products
is a necessary addition to Annex 7 to the Agreement on trade in wine-sector products,
and in particular Title 1l thereof, which provides for the mutual protection of the
names of such products, and to Annex 8 to the Agreement on the mutual recognition
and protection of names of spirit drinks and aromatised wine-based drinks.

The Parties shall provide for provisions on the mutual protection of PDOs and PGls
to 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

13 USFWS, para. 115.

114 panel Report, Belgian Family Allowances, para. 3.

115 panel Report, EEC — Imports of Beef from Canada, paras. 4.2—4.3.
116 yS FWS, para. 119.

17 Exhibit US-6 (emphasis added).
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PDOs and PGIs and the arrangements on controls. The incorporation of those
provisions should take place on a date which is acceptable to both Parties, and not
before Article 17 of Council Regulation (EEC) No 2081/92 has been fully applied as
regards the Community as constituted at present. In the meantime, the Parties shall
keep each other informed of their work in this area while taking legal constraints into
account.

244.  This declaration is merely a political declaration stating the intention of the parties to
incorporate, at a later stage, provisions on the protection on geographical indications into the
Agreement on Trade in Agricultural Products. No such provisions have so far been incorporated into
the Agreement between the EC and Switzerland. This declaration is therefore irrelevant for the
purposes of the present dispute.

245.  Accordingly, Article 12 of Regulation 2081/92 does not grant any advantage, favour,
privilege or immunity to any other country.

(d) The conditions for the registration of geographical indications do not depend on nationality

246.  Finally, as the United States has recognised itself,'*® Artide 4 TRIPS establishes a most-
favoured-nation obligation as regards the treatment of nationals, whereas Artide I:11 GATT
establishes a most-favoured-nation obligation with respect to products. As the EC has set out above,
this difference between the TRIPS and the GATT is not accidental, but results from the different
object and purpose of both agreements.*

247.  Furthermore, as the EC has dready set out with respect to the claims regarding nationa
treatment under the TRIPS, whether a geographical indication can be registered under Regulation
2081/92 does not depend in any way on nationdity.'*® In particular, Articles 12a and 12b govern the
registration of geographical indications where the area to which the indication is related is located
outside the EC, and this irrespective of the nationality of producers. This means that where a
geographical indication from a third country s protected under the Regulation, this protection also
extends to producers which are nationals of other third countries.

248.  For all the reasons set out above, the United States claim must be rejected.

2. Claim 17: Under Regulation 2081/92, an EC Member State grants more favourable
treatment to nationals from other EC Member States than it accords to nationals from
non-EC WTO Members

249.  The United States has claimed that under Regulation 2081/92, an EC Member State grants
more favourable treatment to nationals from other EC Member States than it accords to nationals from
non-EC WTO Members.**

250. In the view of the EC, this argument must fail aready because under Regulation 2081/92,
geographical indications from third countries which are WTO Members ae protected on the same
terms as geographical indications from other Member States'**

18 S FWS, para. 108.
119 Above para. 104.

120 Above para. 123 et seq.
121 ySFWS, para. 121.
122 Above para. 134 et seq.
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251.  Secondly, as the EC has aready set out, the conditions for the registration of geographical
indications do not depend on nationality. *** Accordingly, the EC is not discriminating between third-
country nationals on the basis of nationality.

252.  Findly, it should be noted that Article 4 TRIPS requires WTO Members to extend to other
Members the advantages, favours, privileges or immunities that they grant to "the nationals of any
other country”. However, through Regulation 2081/92, the EC is not granting an advantage to the
nationa of "any other country".

253.  Regulation 2081/92 is a measure which the EC has adopted on the basis of its own
competences, and which applies throughout the EC. In accordance with Articles IX:1 and XIV:1 of
the WTO Agreement, the European Community is an origina member of the WTO. Measures with
which the EC harmonises the law inside the European Community can therefore not regarded as
granting advantages to "other countries’.

254.  The fact that the EC Member States are also Members to the WTO™* is irrdlevant in this
respect. The measure at issue is a Regulation adopted by the EC. It is hot a measure of the Member
States. Accordingly, it cannot be said that through Regulation 2081/92, Member States are granting
one another "advantages".

255.  Findly, since the measure at issue is an EC measure, the subject matter of the present dispute
falls within the exclusive competence of the EC, and not of the Member States. The United States has
accepted this by correctly bringing the present dispute settlement proceedings against the EC. It can

therefore not now raise a claim assuming a violation of most-favoured-nation-obligations on the part
of the EC Member States.

256.  Accordingly, this claim of the United States must be rejected.

B. CLAIM 18: BY SUBJECTING THE REGISTRATION OF THIRD-COUNTRY GEOGRAPHICAL
INDICATIONS TO CONDITIONS OF RECIPROCITY AND EQUIVALENCE, THE EC MEASURE IS
INCONSISTENT WITH THE MOST-FAVOURED-NATION OBLIGATION UNDER THE ARTICLE |1
GATT

257.  The United States has argued that by subjecting the registration of third-country geographical
indications to conditions of reciprocity and equivaence, the EC measure is inconsistent with the most-
favoured-nation obligation under Article 1:1 GATT.**

1. Article 1:1 GATT isnot violated

258.  Contrary to the claim of the United States, there is no violation of Article 1:1 GATT.

259.  Artide I:1 GATT requires in relevant part that "[...] with respect to all matters referred to in
paragraphs 2 and 4 of Article Ill, any advantage, favour, privilege or immunity granted by any
contracting party to any product originating in or destined for any other country shall be accorded
immediately and unconditionally to the like product originating in or destined for the territories of all
other contracting parties”.

260. Asthe EC has dready set out with respect to Article 4 TRIPS, Regulation 2081/92 does not
involve any less favourable treatment of WTO members compared to other third countries.

123 Above, para. 137.
124 ysS FWS para. 121.
125 YS FWS para. 127 et seq.
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261. First of dl, the EC does not apply a condition of reciprocity and equivaence for the
registration of geographical indications from other WTO members, which can therefore be registered
as geographical indications under the conditions set out in Regulation 2081/92.*%°

262.  Secondly, as the EC has aso explained, the conditions for the registration of geographical
indications from third countries are not discriminatory.**’

263. Finally, as the EC has aso set out, Article 12 of Regulation 2081/92 does not grant any
advantage, favour, privilege or immunity, but merely sets out the conditions under which
geographical indications from third countries other than WTO members may be registered.*?®

264.  For these reasons, Regulation 2081/92 is not incompatible with Article I:1 GATT.

2. The EC measure would bejugtified under Article XX (d) GATT

265. It is unclear to the EC whether the complainants claim that the requirements imposed by
Article 12a, in conjunction with Articles 4 and 10, of Regulation 2081/92 with respect to the
registration of each specific geographical indication are as such incompatible with Article I:1 of the
GATT. As shown above, the EC considers that those requirements are fully consistent with Article 1:1
of the GATT.

266.  Inthe event that the complainants were to claim that such requirements are inconsistent with
Article I:1 of the GATT, and should the Panel find that they are inconsistent with that provision, the
EC submits in the alternative that such requirements would be justified under Article XX(d) of the
GATT, for the same reasons aready advanced in connection with the complainants clam under
Article I11:4 of the GATT.

VI. REGULATION 2081/92 DOES NOT DIMINISH THE LEGAL PROTECTION OF
TRADEMARKS

267.  The complainants have raised a number of claims to the effect that Regulation 2081/92
diminishes the legal protection of trademarks. The EC will show hereunder that these claims are
unfounded.

A. ARTICLE 16.1OF THE TRIPSAGREEMENT

1. Claim 19: Article 14(2) of Regulation 2081/92 is inconsistent with Article 16.1 of the
TRIPS Agreement in that it allows the co-existence of geographical indications and
earlier registered trademarks

268. The complainants clam that Article 14(2) of Regulation 2081/92 is inconsistent with
Article 16.1 of the TRIPS Agreement in that it allows the "co-existence" of aregistered geographical
indication and a prior similar or identical registered trademark for similar or identical goods, which
resultsin alikelihood of confusion. **°

269.  Aswill be shown in this section, this claim is unfounded for several reasons.

126 Above para. 231 et seq.
127 Above para. 235 et seq.
128 Above para. 239 et seq.
129 pustralia's FWS, paras. 100-107. US FWS, paras. 130-170.
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270. Fird, this clam is based on a misunderstanding of the relevant provisons of
Regulation 2081/92. Contrary to the complainants assumption, Article 14(3) of Regulation 2081/92
prevents the registration of geographical indications that would result in a likelihood of confusion
with an earlier trademark. Thus, as a matter of fact, the situation alleged by the complainants does not
even arise.

271.  Second, the exclusivity conferred upon the trademark owners by Article 16.1 of the TRIPS
Agreement is without prejudice to the protection that Members are entitled to accord to geographical
indications in accordance with Part 11, Section 3, of the TRIPS Agreement. The boundary between a
Member's right to protect geographical indications and its obligation to protect trademarks is defined
by Article 24.5 of the TRIPS, which provides for the co-existence of geographical indications and
earlier trademarks. Article 14(2) of Regulation 2081/92 isfully consistent with Article 24.5.

272.  Third, irrespective of whether the co-existence of geographica indications and earlier
trademarks is permitted by Article 24.5, the EC is required to maintain such co-existence by virtue of
Article 24.3 of the TRIPS Agreement, a "stand-still" provision that prohibits Members from
diminishing the level of protection of Gls that existed at the time of entry into force of the WTO
Agreement.

273.  Findly, even assuming that Article 14(2) of Regulation 2081/92 were primafacie inconsistent
with Article 16.1, it would be justified as a "limited exception” to the trademark owner's exclusive
rights under Article 17 of the TRIPS Agreement.

@ Regulation 2081/92 does not allow the registration of confusing trademarks

274.  The exclusivity conferred by Article 16.1 of the TRIPS Agreement is not absolute. That
provision does not grant to the owner of aregistered trademark aright to prevent any possible use of
the same or asimilar sign, but only its use for identical or similar goods, "where such use would result
in alikelihood of confusion”.

275.  Aswill be shown below, because of the criteria of registrability applied under EC trademark
law, the risk of confusion between trademarks and geographical indications is very limited a priori.
To the extent that those criteria do not preclude such possibility, the problem is addressed adequately
by Article 14(3) of Regulation 2081/92, which provides that

A designation of origin or geographical indication shall not be registered where, in
the light of a trademark’s reputation and renown and the length of time it has been
used, registration is liable to misead the consumer as to the true identity of the
product.

276.  The complainants have erroneously characterized Article 14(3) as a "narrow exception”.**® As
explained below, the terms of Article 14(3), if properly interpreted, are sufficient to prevent the
registration of any confusing geographical indications.

277.  According to their own interpretation of Article 16.1 of the TRIPS Agreement, in order to
establish a violation of that provision, the complainants would need to prove that Regulation 2081/92
mandates necessarily the registration of confusing geographica indications. The complainants have
failed to do so. Indeed, the complainants have not even shown that the actua application of
Regulation 2081/92 has resulted occasiondly in the registration of confusing geographical
indications. As of the date of establishment of this Panel, the EC authorities had registered more than
600 geographica indications. The complainants have not aleged, let aone proved, that any of those

130 YS FWS, para. 158.
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geographical indications has resulted in alikelihood of confusion with any prior registered trademark.
The complainant's claim is purely theoretical and, as will be shown below, unfounded.

0] Registrability of geographical names astrademarks

278.  The purpose of atrademark is to distinguish the goods or services of one undertaking from
those of other undertakings. A sign that cannot fulfil this function, i.e. a sign which is not
"distinctive”, cannot be registered as a trademark. Thus, Article 15.1 of the TRIPS Agreement
provides that

Any €ign, or any combination of signs, capable of distinguishing the goods or
services of one undertaking from those of other undertakings, shall be capable of
congtituting a trademark.***

279.  Geographical names are primarily "non-distinctive” and, as such, non apt for registration as
trademarks."** For example, the name "Augtraia”, if used as a trademark by an undertaking, would
not alow to distinguish the goods of that undertaking from those of any other Australian undertaking
sdlling the same or similar products. Moreover, the use of geographical names as trademarks may be
deceptive in so far asthey are used for goods which do not originate in the location designated by that
name. For example, the name "Austrdia”, if used as a trademark for US goods, could midead the
consumers as regards the origin of the goods.

280.  For the above reasons, the registration of geographica names as trademarks is subject to
restrictions in al countries."** Broadly speaking, it is permitted only in two Stuations: first, where
consumers would not expect the goods to be produced in that place; and, second, where the name has
become distinctive through use. In other words, when, as a result of its continued use by an
undertaking, the geographica name acquires a "secondary meaning”, so that consumers do not
associate it with a geographica location but instead with the undertaking in question.™  This
possibility is expressly envisaged in the second sentence of Article 15.1 of the TRIPS Agreement,
which provides that

131 Similarly, Article 6quinquies B (2) of the Paris Convention (1967) provides that the registration of
trademarks may be denied "when they are devoid of any distinctive character".

132 Article 6quinquies B of the Paris Convention (1967) provides that trademarks may be denied
registration when

2 ... they consist exclusively of signs or indications which may serve, in trade, to
designate the ... place of origin;

3. when they are ... of such anature asto deceive the public.

133 section 2 of the US Lanham Act prohibits the registration of trademarks that, when used in
connection with the goods of the applicant, are"primarily geographically descriptive", unless they have become
distinctive through use, or "primarily geographically deceptively misdescriptive" (15 USC. 1052 (€) and (f)).
(Exhibit EC-6).

Similarly, Australia's Trade Marks Act of 1995 prohibits the registration of trademarks that are not
"inherently adapted to distinguish goods or services' unless they have become distinctive through use.
Trademarks that are not "inherently adapted to distinguish goods or services' include "trade marks that consist
wholly of asign that is ordinarily used to indicate: (a) the ... geographical origin... " (Section 41(6) Note 1 (a))
(Exhibit EC-7)

134 A well known example of trademark consisting of a geographical name which has become
distinctive through use in some countries is "Budweiser”. After much litigation in the United States, it was
deemed to have acquired secondary meaning in that country, so that it could be registered as a trademark. See
Albrecht Conrad, "The Protection of Geographical Indications in the TRIPS Agreement”, 86 The Trademark
Reporter, p.43.
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Where signs are not inherently capable of distinguishing the relevant goods or
services, Members may make registrability depend on distinctiveness acquired
through use.

Like in other jurisdictions, in the EC the registration of geographica names as trademarks is

permitted only exceptionally. Article 3.1 of the Trademarks Directive provides that the following shall
not be registered or, if registered, shall be liable to be declared invalid:

282.

283.

(b) trade marks which are devoid of any distinctive character;

(c) trade marks which consist exclusively of signs or indications which may
serve, in trade, to designate ... the geographical origin;

(9 trade marks which are of such nature as to deceive the public, for instance as
to the ... geographical origin of the goods...**

The European Court of Justice has held that:

under Article 3(1)(c) of the Directive, the competent authority must assess whether a
geographical name in respect of which application for registration as a trade mark is
made designates a place which is currently associated in the mind of the relevant
class of persons with the category of goods concerned, or whether it is reasonable to
assume that such an association may be established in the future,**

By way of exception to letters (b) and (c) of Article 3.1 (but not to letter (g)), Article 3.3 of

the Trademarks Directive provides that geographical names that are primarily non-distinctive may be
registered where they have become distinctive through use:

A trademark shall not be refused registration or be declared invalid in accordance
with paragraph 1 (b), (c) or (d) if , before the date of application for registration and
following the use which has been made of it, it has acquired a distinctive character.**’

135 Similarly, Article 7(1) of the Community Trademark Regulation provides that:
The following shall not be registered:
(b) trade marks which are devoid of any distinctive character;

(c) trademarks which consist exclusively of signs or indications which may serve, in trade, to designate
the...geographical origin of the goods or service;,

(g) trade marks which are of such a nature as to deceive the public, for instance as to the
9eographica| origin of the goods or service;
3 Judgement of the European Court of Justice of 4 May 1999, G108/97 and G-109/97, Chiemsee,

ECR [1999] I-2779, para. 37. (Exhibit EC-8).

Similarly, Article 7 (3) of the Community Trademark Regulation provides that

Paragraph 1(b), (c) and (d) shall not apply if the trade mark has become distinctive in relation
to the goods or services for which registration is required in consequence of the use which has
been made of it.
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284.  Insum, under EC law, the registration of a geographical name as atrademark is possible only
in the following circumstances:

where the geographical name is not currently associated, and it can be reasonably
assumed that it will not be associated in the future, with the product concerned; or

where the name has acquired distinctiveness through use.

285.  Inprinciple, any geographical name which qualifies, or may reasonably qualify in the future,
as a "designation of origin” or a "geographical indication” within the meaning of Article 2(2) of
Regulation 2081/92, will not fal within the first situation. Thus, it may be concluded that, in practice,
a geographical indication, or a geographical name with the potential to become a geographical
indication, may not be validly registered as a trademark unless it has become distinctive through use.

(i) Article 14(3) of Regulation 2081/92

286. The complainants claim is based on an unwarrantedly narrow interpretation of Article 14(3)
of Regulation 2081/92. When properly interpreted, that provision allows the registering authorities to
refuse the registration of any confusing geographical indications.

287.  Ausdrdia does not even attempt to interpret the terms of Article 14(3). For its part, the United
States declares it to be a "narrow exception” *® after a cursory analysis. Moreover, the United States
reaches that conclusion by reading into Article 14(3) additional requirements which are not stated in
that provision. Thus, according to the United States, this provision would exclude the registration of a
geographica indication "only where the trademark has been used for a long time and has a
considerable reputation or renown".® Nether of those two qualifications is provided in

Article 14(3).

288.  Article 14(3) has been applied only once by the EC authorities since Regulation 2081/92
came into force.**° It has never been interpreted by the European Court Justice or by the courts of the
Member States This confirms that, as explained above, the criteriafor the registrability of trademarks
ensure that the potential for conflicts between trademarks and geographical indications is indeed very
limited.

289. The EC Commission considers that the criteria listed in Article 14(3) are not limitative. The
registering authority may take into account also other relevant criteria in order to assess whether the
registration of the geographical indication will result in a likelihood of confusion. For example, it is
obvious that the degree of similarity between the signs or between the goods concerned is always
relevant in assessing the likelihood of confusion between two signs for goods. Nevertheless, given
that geographica names are primarily non-distinctive as trademarks, the two criteria specified in
Article 14(3) will often be of particular relevance in practice. It is for that reason, and not because
they are the only relevant criteria, that the registering authorities are directed expresdy to consider
those two criteria

138 US FWS, para. 158.

139 |pid.

140 | that case, the EC Council concluded that the registration of the GI "Bayerisches Bier" was not
likely to lead to confusion with the existing trademarks "Bavaria' and "Hoker Bajer"; Council Regulation (EC)
No 1347, of 28 June 2001, OJ (2001) L 182. (Exhibit EC-9).
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290. It is wdl-established that the more distinctive the trademark the greater the likelihood that
consumers will confuse another sign with that trademark**. As explained above, geographical names
are primarily non-distinctive. Thus, the degree of distinctiveness and, consequently, the likelihood
that it may be confused with a geographical indication will depend to a large extent on the degree of
distinctiveness which the trademark has acquired through use. In turn, the basic criteria to measure
such acquired distinctiveness are the length of time during which the trademark has been used and the
extent of the reputation or renown acquired as a result of such use.

291.  Consumers are unlikely to confuse a geographical indication with a trademark that has never
been used and/or has no reputation or renown simply because the signs and/or the goods concerned
aresimilar. In fact, as explained above, a trademark consisting of a geographical indication, which has
never been used or which has no reputation or renown, should not have been registered in the first
place because it would lack the required distinctiveness.

(iii)  Provisional conclusion

292.  In order to substantiate their claim that Article 14(2) of Regulation 2081/92 is inconsistent
with Article 16.1 of the TRIPS Agreement, the complainants should have established that Regulation
2081/92 mandates necessarily the registration of later confusing geographical indications. In turn, this
would have required them to show that Article 14(3) cannot be interpreted in a manner which allows
the registering authorities to refuse the registration of confusing geographical indications, or, at the
very least, that, in practice, Article 14(3) is being interpreted and applied in a manner which resultsin
the registration of confusing geographical indications. The complainants have proved neither.

293.  Therefore, the Panel should conclude that, as a matter of fact, the complainants clam is
unfounded even on their own interpretation of Article 16.1 of the TRIPS Agreement. In any event, as
discussed below, that interpretation is incorrect.

(b) Article 24.5 envisages the co-existence of Gls and earlier trademarks

294.  The complainants claim rests on a misconception of the relationship between trademarks and
geographica indications, as well as between Artice 16.1 and Part Il, Section 3, of the TRIPS
Agreement. The TRIPS Agreement recognises geographical indications as intellectual property rights,
on the same level as trademarks. It confers no superiority to trademarks over geographical indications.
Nor are the provisions of Part Il, Section 3, "exceptions" to Article 16.1. There is no hierarchy
between them.

295. In an attempt to establish the superiority of trademarks over geographical indications, the
complainants emphasise that exclusivity is an essential feature of trademarks. It is, of course, correct
that trademarks are exclusive rights. But from this it does not follow that trademarks must prevail over
geographical indications. Geographica indications are aso exclusive rights, because their basic
purpose, like that of trademarks, is to distinguish the goods from a certain source. The fact that
geographical indications are collective rights does not render their exclusivity less indispensable. If
any producer of cheese could use the term "Roquefort”, the geographical indication "Roquefort™ could
not fulfil its ditinctive function and would be deprived of its economic value.

296. As explained above, the criteria for the registrability of trademarks limit a priori the
possibility of conflicts between geographical indications and trademarks. However, to the extent that
geographical indications may exceptionaly be validly registered as trademarks, there may arise

141 judgement of the European Court of Justice of 11 November 1997, C — 251/95, Sabel, para. 24.
(Exhibit EC-10),
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conflicts between the exclusivity of those two types of intellectual property rights. The question
before the Pand is, therefore, how to resolve those conflicts.

297.  Artidle 16.1 does not address this issue. More specificaly, and contrary to the complainants
clams, Article 16.1 contains no provision to the effect that trademarks must prevail over later
geographical indications. The complainants argue that the right conferred by Article 16.1 to the
trademark owner in order to prevent the confusing use of identical or similar "signs” for identical or
similar goods applies aso with respect to later geographica indications, because geographical
indications are "signs". True, geographical indications consist of a specia type of "sign": words or
other signs with a geographical connotation. But they are more than mere "signs”. They are a distinct
intellectual property right, with a specific subject matter and a specific function, different from those
of trademarks, which Members are entitled to protect under their domestic laws and which, indeed,
they are required to protect under Part 11, Section 3, of the TRIPS Agreement.

298.  The boundary between geographical indications and trademarks is not defined in Article 16.1,
but instead in Article 24.5 of the TRIPS Agreement. Therefore, the WTO consistency of Article 14(2)
of Regulation 2081/92 must be determined in relation to that provison, and not with respect to
Article 16.1.

299.  Artide 24.5 provides that

Where a trademark has been applied for or registered in good faith, or where rights to
atrademark have been acquired through use in good faith either:

@ before the date of application of these provisions in that member as defined in
Part VI; or

(b) before the geographical indication is protected in its country of origin;

measures adopted to implement this Section shall not prejudice digibility for or the
validity of the registration of a trademark, or the right to use a trademark, on the basis
that such trademark is identical with, or similar to, a geographical indication.

300. Artide 24.5 must be read together with Articles 22.3'** and 23.2'%, which require that the
registration of trademarks must be refused or invaidated in certain situations. Those two provisions,
however, do not exhaust the protection afforded to geographica indications vis-a-vis trademarks.
Right holders of geographical indications can invoke aso Articles 22.2"* and 23.1**° in order to

142 Article 22.3 of the TRIPS Agreement provides that:

A Member shall, ex officio if its legislation so permits, or at the request of an interested party,
refuse or invalidate the registration of atrademark 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 nature as to mislead the
public asto the true place of origin.

143 Article 23.2 of the TRIPS Agreement provides that:

The registration of a trademark for wines which contains or consists of a geographical

indication identifying wines or for spirits which contains or consists of a geographical
indication identifying spirits shall be refused or invalidated, ex officio if a Member's legislation
SO permits or at the request of an interested party, with respect to such wines or spirits not
having thisorigin.

144 Article 22.2 of the TRIPS Agreement provides that:
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prevent the use of a trademark (whether registered or non-registered) in the circumstances described
in those provisions. In addition, in implementing Part |1, Section 3, Members are entitled to provide
more extensive protection for geographical indications, in accordance with Article 1.1 of the TRIPS
Agreement.

301. Article 24.5 has two implications:

with respect to grandfathered trademarks (or applications for trademarks), Members
are not allowed to prejudice the validity of the registration (or the eligibility of the
application) or the "right to use the trademark”, but they may prejudice other rights
of the trademark owner, including in particular the right to prevent others from using
the sign of which the trademark consists.

with respect to other trademarks (or applications for trademarks), Members may
prejudice any right.

302. Regulation 2081/92 implements Part Il, Section 3, of the TRIPS Agreement. The rule of
conflict between geographical indications and trademarks defined in Article 25.4 has been transposed
by Articles 14(1) and 14(2) of Regulation 2081/92. Article 14(1) maintains the digibility of the
applications and the validity of the registrations "grandfathered’ by Article 24.5. In turn, Article 14(2)
preserves the right of the owners of "grandfathered' trademarks to continue to use their trademarks
concurrently with the geographical indications.

303. Article 14(2) of Regulation 2081/92 is fully consistent with Article 24.5, which provides that
Members shall not prejudice "the right to use a trademark”. That phrase aludes to the owner's right to
use the sign of which the trademark consists, which is one of the two basic rights of the trademark
owner, together with the right to prevent other persons from using that sign.** If the drafters had
meant to exclude the co-existence of trademarks and geographical indications, they would have
provided instead that Members shall not prejudice “the exclusive right to use a trademark”.

In respect of geographical indications, Members shall provide the legal means for interested
partiesto prevent:

€ the use of a1ty means in the designation or presentation of a good that indicates or
suggests that the good in question originates in a geographical area other than the true place of
origin in amanner which misleads the public as to the geographical 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).
145 Article 23.1 of the TRIPS Agreement provides that:

Each Member shall provide the legal means for interested parties to prevent use of a
geographical indication identifying wines for wines not originating in the place indicated by

the geographical indication in question or identifying spirits for spirits not originating in the

place indicated by the geographical indication in question, even where the true origin of the

goods is indicated or the geographical indication is used in translation or accompanied by
expressions such as "kind", "type", "style", "imitation" or the like. [footnote omitted)]

148 WIPO's " Introduction to Intellectual Property, Theory and Practice” (Kluwer, 1997), aptly describes

the rights arising from trademark registration as follows (para. 9.147):

The registered owner has the exclusive right to use the trademark. This short definition of the specific
subject matter of trademark right encompasses two things: the right to use the trademark and the right
to exclude others from using it.
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304. Furthermore, if Article 24.5 did not alow co-existence, the protection of geographica
indications provided under Part Il, Section 3, would become pointless whenever there is a
grandfathered trademark. Indeed, why protect a geographical indication against illegitimate uses by
third parties if the legitimate users cannot use it themselves? Y et, Article 24.5 assumes that Members
will continue to protect geographica indications ("...measures adopted to implement this Section
shal not prgudice..."), notwithstanding the existence of "grandfathered" trademarks. If the drafters'
intention had been to prohibit the use of geographical indications concurrently with grandfathered
trademarks, they would have excluded completely the applicability of Part 11, Section 3, with respect
to the geographica indications concerned, rather than providing that the implementation of that
Section shall not prejudice "the right to use the trademark’.

305. Australia has suggested*’ that the phrase "the right to use a trademark alludes exclusively to
the trademark rights acquired through use, to which reference is made in the introductory phrase of
Article 24.5. However, if so, it would have been more bgica to say that the measures taken to
implement Sections 3 "shall not prejudice ... the trademark rights acquired through use", rather than
that they "shall not prgjudice ... the right to use a trademark”. Australia confuses the mode of
acquisition of the trademark rights (use or registration) with one of the basic rights of the trademark
owner (irrespective of whether the trademark rights have been acquired through use or registration),
i.e. theright to use the trademark.

306. Moreover, trademark rights acquired through use are also, as a general rule, exclusive within
the boundaries of the area in which they have been used. Article 16.1 of the TRIPS Agreement
recognises expressly the right of Members to make available trademark rights, including exclusive
rights, on the basis of use. In view of that, there is no good reason why Article 24.5 should provide for
the co-existence of geographical indications and non-registered trademarks, but prohibit the co-
existence of geographical indications and registered trademarks, which would be the anomalous
consequence of Augtraia's interpretation.

307. Co-existence may not be a perfect solution to resolve conflicts between different types of
intellectual property rights. But then there isno such perfect solution. Co-existence is preferable to a
rigid application of the first-in-time rule, which is what the complainants are proposing. That rule is
generaly appropriate to resolve conflicts between trademarks, but not between trademarks and
geographical indications, because they are distinct intellectua property rights, each with its own
characterigtics. In particular, the following differences make inappropriate the strict application of that
principle to conflicts between geographical indications and trademarks:

trademarks are much easier to create than geographical indications. Trademarks can
be acquired almost instantaneoudy, smply by an "intent to use" or by the mere
lodging of an application with a registration system. In contrast, the creation of a
geographica indication requires to establish first a "link" between the name and
certain product characteristics, which may require years. Indeed, as is often the case
in the EC, such link is the result of centuries of tradition. Thus, the first-in-time
principle would provide an unfair advantage to trademark owners;

trademarks are arbitrary, with the conseguence that there is a virtually unlimited
choice of trademarks. By choosing deliberately a geographical name as a trademark,
an undertaking accepts the risk that the same sign may be used concurrently as a
geographical indication. In contrast, geographical indications are "necessary” in the
sense that the range of names used to designate a certain geographica is limited a
priori by well established usage. Right holders of geographical indications may not

147 Australia's FWS, para. 74.
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easily change the name given by the public to the geographical area where they are
located. For that reason, it is much more difficult to find an alternative geographical
indication than it isto find an aternetive trademark;

geographical indications serve to inform consumers that the product originates in a
certain area and has certain characterigtics linked to that origin. Trademarks only
guarantee the identity of the undertaking that markets the product. Thus, in addition
to having a commercial function, geographical indications serve a public interest,
which deserves additional protection.

geographica indications are the common patrimony of al the producers of a certain
area, and ultimately of the entire population of that area, which may potentially
qualify for the right to use the geographica indication. It would be unfair to deprive
that population from the use of a geographical indication for the exclusive benefit of
an individua trademark owner, who may or may not have contributed to the
development of the geographical indication, smply because he happened to register
that name first as a trademark.

308. The co-existence of intellectual property rights is by no means an unusua solution for
resolving conflicts between intellectua property rights, including between trademarks. Indeed, severa
other provisions of the TRIPS Agreement provide for co-existence:

Article 23.3 provides for co-existence between homonymous geographical indications
for wines;**®

Article 24.4 permits, under certain circumstances, that the nationals or residents of
one Member continue to use a geographica indication of another Member in co-

existence with the users of that Member;**°

Article 16.1 itself provides that the exclusivity of registered trademarks "shall not
prejudice any existing prior rights”.