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l. At its seventh session, in November 1976 , the PC'!' I nter im Advisory 
Committee for Admini strative Questions (hereinafter referred to as "the 
Interim Committee " ) had a first discussion of a preliminary study of the 
staff , equipment and budgetary requirements of the Internationa l Bureau in 
the year before and i n the first year of effective operation of the PCT , 
prepared by the International Bureau (document PCT/AAQ/VII/12) . It decided 
to i nclude in its program for 1977 a continuation of the work on the budget 
study i n the light of the advice of the Interim Committee provided during 
the discussions and extending the study to cover three years of operation 
of the PCT . It furthermore decided to establish a Working Group on Budgetary 
Questions (hereinafter referred to as "the Working Group" ) to study the 
budgetary questions connected with the implementation of the PCT i n an 
i nitial period and r eferred further work concerning budgetary questi ons to 
that Worki ng Group (par agraphs 159 and 160 of document PCT/AAQ/VII/19). 

2 . The Working Group held its first session in Geneva from February 28 to 
March 4, 1977 . The following States , members of the Interim Committee, 
having expressed the wish to participate , were members of the Working Group: 
Austr i a , Brazil , France , Germany (Federal Republic of), Japan, Netherlands , 
Soviet Un i on , Spain , Sweden , Switzerland , United Ki ngdom, United States of 
America . All the members of the Working Group, except the Netherlands, were 
represented . 

3 . The Working Group considered the budgetary questions connected with 
the implementation of the PCT in an initial period on the basis of documents 
PCT/AAQ/VII/12 and PCT/AAQ/VI I/19 and of additional documents presented to 
the Working Group, in particular a memorandum on the budgetary requirements 
of the International Bureau for an initial period of three years . 

4 . The report of the Working Group (document PCT/WG/BUD/I / 6) annexed to this 
document reflects the conclusions reached by the Working Group after a general 
discuss i on of the budgetary questions connected with t he i mplementation of 
the PCT in an initial period and a detailed consideration of t he memorandum 
of the International Bureau submitted to the Working Grou p . The conclusions 
of t he Working Group concerning expenditure and income of the International 
Bureau and the contribution scheme for the financing of the i nitial deficit as 
wel l as the estimated deficits during the initial period are contained in 
paragraphs 23 to 54 of the annexed r eport . 
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5 . The Working Group agreed that, in view of the results of the discussions 
during the session , a further session did not appear to be necessary at the 
present time. It noted, however, a statement by the Director General that he 
might call a further session shortly before the first session of the Assembly 
of the PCT Union , if developments indicated the usefulness of such a session . 

6 . The Committee is asked to take 
cognizance of the conclusions reached 
by the Working Group . 

[Annex follows] 
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1. At its seventh session, in November 1976, the.PCT Interim Advisory Committee 
for Administrative Questions (hereinafter referred to as "the Interim Committee") 
decided to establish a Working Group on Budgetary Questions (hereinafter referred 
to as "the Working Group") for the purpose of assisting in the preparation of a 
study on the budgetary questions connected with the implementation of the PCT in -
an initial period. 

2. Pursuant to the decision of the Interim Committee, the Working Group held 
its first session in Geneva from February 28 to March 4, 1977. 

3. The following States, members of the Interim Committee , having expressed the 
wish to participate, were members of the Working Group: Austria, Brazil, France, 
Germany (Federal Republic of), Japan, Netherlands, Soviet Union, Spain, Sweden, 
Switzerland, United Kingdom , United States of America. All the members of the 
Working Group, except the Netherlands, were represented. The list of participants 
is annexed to this report. 

ADOPTION OF THE AGENDA 

4 . The Working Group unanimously adopted its agenda, as contained in document 
PCT/WG/BUD/I/l.Rev.2. 

OPENING OF THE SESSION 

5. The session was opened by the Director General of WIPO, Dr . Arpad Bogsch , 
who welcomed the participants in the Working Gr oup . 

ELECTION OF OFFICERS 

6. The Working Group unanimously elected Mr. J. -L. Comte (Switzerland ) as 
Chairman and Mr. L. E. Komarov (Soviet Union) and Mr . A. Bahadian (Braz il) as 
Vice-Chairmen. Mr. E. M. Haddrick, Head, PCT Division, WIPO, acted a s Secretary 
to the Working Group . 
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STUDY ON BUDGETARY QUESTIONS 

7. The Working Group considered the budgetary questions connected with the 
implementation of the PCT in an initial period on the basi s of documents 
PCT/AAQ/VII/12 and PCT/ AAQ/VII/ 19, paragraph 159, and of documents PCT/ WG/BUD/I/2 
to 4. 

8. The Director General introduced document PCT/ WG /BUD/ I /2 , containing a memo­
randum on the budgetary requirements of the International Bureau. 

General Discussion 

9. The representative of the Federal Republic of Germany stressed that his 
country had always paid special attention to the i mportance of the PCT. That 
interest was clearly demonstrated by the fact that his country had been the second 
to meet with its ratification the requirements of Article 63(1) (a) of the PCT. 
He indicated that the Federal Republic of Germany was prepared to continu~ to · 
make voluntary contributions, subject to obtaining the necessary budgetary au­
thorization, since the PCT could not be expected to be a self- supporting system 
during its initial period. On the othe r hand, the system of international appli ­
cations could not be subsidized indefinitely and it was t herefore of paramount 
importance that t he break-even point in the PCT budget be reached after .a few 
years only. To achieve that aim, a reasonable balance between t he necessary 
expenditures,kept at the lowest level possible, and t he fees to be paid by the 
applicant had to be reached. The fees should be so calculated that applicants 
would be encouraged to use the PCT route. Once a balance between the expenditurea 
and revenues had been achieved, the contributions paid by countries during the 
initial operation of the PCT should be reimbursed. 

10. The representative of Austria, referring to his country's active participa­
tion in the PCT program from the outset , underlined t hat Austria was interested 
in contributing to solutions allowing the PCT to make a rapid and successful 
start. It was very important t hat the break-even point should be reached as soon 
as possible and that the costs of the operation be kept at the lowest level 
possible. Furthermore, since the success of the PCT depended on its use by the 
interested circles, the fees under the PCT should be fixed at a level making the 
use of the PCT system attractive to the user. 

11 . The representative of the United Kingdom underlined the interest of his 
country in bringing the PCT into effect soon. The costs to be borne by States 
during the initial period should be kept at an absolute minimum. In this context, 
it was important to ensure that the fees charged under the PCT were kept at a 
sufficiently low level to be attractive since only with low fees, with a sufficient 
number of countries adhering to the PCT and with a high number of applications 
obtained , could a successful implementation of the system be expected. If those 
States ratifying the re~ first were subject to higher contributions , that might 
be a discouraging facto r leading to a delay in ratification . The financing of 
the initial period should therefore be planned in a way p ermitting the cost of 
the implementation of the PCT by the International Bureau to be shared by all 
signatory States rather than only by the more limited group of St ates which would 
ratify at the beginning. 

12. The representative of Sweden , supporting most of t he views expressed by 
previous speakers, recalled his country's substantial interest in implementing 
the PCT. He suggested that all efforts should be made to keep the cost at a 
minimum. The l evel of fees would undoubtedly have an influence on the attractive­
ness of the PCT and should therefore be carefully considered . 

13. The r epresentative of the Soviet Union stressed the importance of the study 
prepared for discussion by the Working Group. There was a necessity, however, 
for a further study in depth of all matters affecting both the financial situation 
during the period until the break- even point was reached and the subsequent 
operational period of the PCT. The representative pointed in particular to the 
importance of establishing financial conditions and fees t hat would ensure the 
attractiveness of the PCT procedure for the applicant in comparison wi t h the 
existing procedures of filing applications and encourage an early ratification of 
the PCT by as many countries a s possible. A comprehensive study was necessary of 
all the features of the PCT budget , taking different combinations of such features 
into account. Furthermore, an in-depth s tudy of the needs and interests of 
potential users of the PCT route and their i nterest in the PCT publications as well 
as wider publicity for the Treaty and its application were desirable. 



PCT/AAQ/VIII/6 
Annex , page 3 

14 . The representative of Spain stated that his country could agree with the 
approach in the preparatory document , i . e ., that the initial financing of the PCT 
should not be borne solely by member States. However, lower financial burdens 
should be placed on those States making less use of the PCT route and participating 
for other reasons. The contributions made to that initial financing should be re­
imbursed to the States as soon as the financial situation permitted . 

15 . The representative of Japan said that his country ~ppreciated the importance 
of the PCT and the urgent need for its entry into force . Therefore, the budgetary 
questions of the PCT should be given urgent and realistic consideration. The level 
of fees under the PCT should be fixed as low as possible since higher fees would 
reduce the number of applications , which would in turn affect the balance of rev­
enue and expenditure . It should be clarified whether t he basic contributions pro­
posed were contributions under the PCT only to be paid by the Contracting States 
and what the nature of the obligations of non- member States paying voluntary contri ­
butions would be. 

1 6 . The representative of the United States of Amer i ca, agreeing with most of 
the general comments of previous speakers, underlined the importance of economic 
considerations in the decision of applicants to use the PCT route, which, notwith­
standing certain advantages it offered such as delayed translation fees and delayed 
national fees, had to be more attractive than the t raditional Paris Convention 
route in order to be accepted by the users. It was important, therefore, that the 
PCT route be made very attractive from the outset and that the fees to be paid 
should encourage the applicant t o use that route . The representative referred to 
studies a lready made in his country and tentative level s established for receiving 
Office and international search fees. Furthermore, the prices of the pamphl et and 
the Gazette should be so fixed that potential competition by private firms copying 
the publication would not constitute a danger for the revenues derived from the sale 
of the PCT publications . In this context , the price o f 10 francs for the pamphlet 
appeared too high. Information concerning the c~rrent intentions of the various 
countries as to the ratificatjon of the PCT could be very useful in order to allow 
a more precise timing of the preparatory work still to be performed. 

17 . The Director General replied to vari ous questions raised in the general dis­
cussion . In this respect he stated that it was a foreseen circumstance a nd clearly 
unavoidable that , at the beginning , the PCT would not be sel"f-supporting. For its 
part the International Bureau desired , as did the Working Group, that the PCT be 
administered as economically as possible ; a considerable effort in this direction 
had been made in the budgetary estimates, on which suggest ions by the Working Group 
would be highly welcome. 

18. As regards the i nitial period, the unknown factors, explained in detail in 
document PCT/WG/BUD/I/2 , were many and important, which made all estimates highly 
uncertain and might necessitate a fundamental revision thereof . For example, the 
composition of the initial membership would have a significant influence on the 
number of international applications and the sale of PCT publications . Those 
factors had a decisive influence on the fee structure to be adopted eventually and 
on the time at which the break- even poin t could be reached. As regards the level 
of fees that might be adopted , the Director General would particularly welcome 
precise advice from the Working Group . As far as the cost of the PCT route for 
the applicant was concerned, international fees paid to the International Bureau 
were only one , and not even the most important , of the cost elements. The search 
fees, whose amount was to be determined by each of the Searching Authorities, con­
stituted another and even more important cost element. Finally, in a comparison 
between the advantages of the PCT route and the tradi tional route, the effect of 
the fees of professional representatives weighed more heavily than that of the 
relatively less significant official fees. 

19. In rel ation to the financing of the initial deficit, the Director General 
stated that a system of mixed contributions was proposed under which both t he 
initial Contracting States and the non-Contracting States would contribute ; it 
would be unjust to place the burden of financing the initial period on those States 
alone which were instrumental in bringing the PCT into effect . Nevertheless, having 
regard to the advantages that Contracting States would derive from the PCT it was 
thought proper that they should be expected to contribute at a somewhat higher 
level than non- Contracting States . At the same time, it could be envi saged that 
once the PCT had reached the stage of having a surplus , contr ibutions provided to 
finance the initial period could be refund e d . 
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20. In reply to the suggestion by the Soviet Union to publicize the use of the 
PCT , the Director General said that he shared that view and the necessary funds 
would come out of the common expenses but that any real propaganda would have to 
wait until the identity of the countries in which the PCT could be used were 
known and the amount of the fees payable to the International Bureau for the in­
ternational search reports and to the designated Offices were also known . 

21. The Chairman, in summarizing the general discussion, noted the general 
agreement of the Working Group as to the need for providing the necessary funds 
to enable the PCT to be financed until it reached the break- even point and the 
indications as to the general willingness to contribute. In this context, the 
Chairman drew attention to the need for careful consideration of the various 
elements influencing expenditure, income and the financing of the difference 
between expenditure and income . 

Detailed Consideration of the Memorandum of the International Bureau 

22 . The Working Group reviewed the estimates set forth in Annex I of the 
Memorandum of the International Bureau (document PCT/WG/BUD/I/2) in relation to 
the budgetary requirements of the International Bureau for each of the various 
numbers of international applications per year referred to in that Annex . The 
following items were considered successively: expenditure, income , and dif­
ference between expenditure and income . 

Expenditure (Paragraphs 10 to 12 of the Memorandum) 

23. The Working Group reviewed the principles for PCT publications recommended 
by the Working Group on Guidelines for Publication and for Drawings as far as their 
effect on the PCT budget was concerned. In parti~ula~ the following principles 
were noted with approval, t~king into account the low volume of publications during 
the initial period of operation of the PCT: 

(i) central publication of the international app l ications by the Inter­
national Bureau, according to Article 21(1) of the PCT, it being understood that 
a rapid system of distribution of the publications to Contracting States should 
be instituted and that the question of the system of publication in German, 
Japanese and Russian required further study ; 

(ii) no computerized photocomposition of the totality of the pamphlet er 
the Gazette; 

(iii) printing of the pamphlet on the basis of a master ima~e o f the front 
page prepared by the International Bureau (manual processing) , and of the original 
documents filed by the applicant (description , claims and drawinas) and drawn up 
by the International Searching Authority (international search report), by offset 
reproduction through a commercial printer ; 

(iv) computer- assisted photocomposition of the front page of the pamphlet 
and subsequent automatic production of Gazette entries and indexes should be 
further studied ; 

(v) the first section of the Gazette should contain AS- size ent ries two­
by-two on an A4 page of the Gazette, arranged in ascending numerical order of 
the publication numbers of the corresponding published international applications. 

24 . It was noted that the expenditures set out in Annex I of t h e Memorandum in 
connection with the printing itself were based on the aforementioned principles . 
Those expenditures were considered acceptable by the Workina Group . 

Staff Costs and Common Expenses 

25. With respect to the expenditure concerning the staffing of legal and tech­
nical services set forth in Annex I of the Memorandum, it was explained that the 
amount allotted corresponded t o six posts in the "Profess ional" category and two 
pos ts in the " General Servi ce " cntegory. The \··Iorkin~ Group noted that the staff 
was necessary for preparina and servicing all sessions of the various PCT b odies 
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and for work on the improvement of the Re9ulatio~s and the Administrative Instruc­
tions, on coordination and harmonization of activities of international author­
ities, on minimum documentation, and on information and advice to countries 
interested .in o r desiring ~. become members of the PCT, as well as for participa­
tion in the administr~~ties of the International Bureau under the PCT. 

26. With respect to the further staff requirements set forth in Annex I of the 
Memorandum , it was stated that the proposed time of recruitment of such staff 
should be reviewed with a view to reduc ing t he period of six months set aside 
for the training of s ome of the staff and to delaying recru itment,where practi­
cally no training was needed, until the actual work started. 

27. With respect to common expenses, it was stated that they were rather high 
and that possibilities for making economies in this area should be explored. 
The Working Group noted, however, a statement by the Director General that the 
proposed share of the PCT in the common expenses followed the principle s for 
the distribution of common exp~nses among the Unions approved by the Administra­
tive Bodies of WIPO. 

Income (Paragraph 13 of the Memorandum) 

28. On a question as to the relationship between the amounts proposed for the 
basic fee and the designation fee, the Working Group noted a statement by the 
Director General that the relati onship was the same as adopted in the PCT Regu~ 
lations by the Washington Diplomatic Conference to the effect t hat the designation 
fee amounted to roughly one quarter of the basic fee . The Working Group did not 
object to maintaining thi s relationship. 

29. It was suggested that the International Bureau should study the possibility 
of f ixing the fees for the initial period of the PCT at a specially l ow level 
in order to increase the attractiveness ·of the system for the users, at least 
during that period, provided l ower fees would not have very significant budgetary 
implications. Lower fees could contribute in an important way to a more rapid 
growth of the number of international applications filed . 

30. In a discussion of the question concerning the i nternational search fee to 
be charged by the various International Searching Authorities, it was agreed 
that the level of the international search fee was of particular importance to 
the applicant when determining whether the use of the PCT system was advantageous 
for him. The representative of the United States of America indicated that 
the proposals now published in his country for the fees to be charged by the 
United states Patent and Trademark Office as International Searching Authority 
and as receiving Office provided for an international search fee of US$300 and 
for a transmittal fee of US~35. 

31. In reply to a question directed to him in his capacity of Chairman of the Fees 
subcommittee of Working Party V of the Interim Committee of the European Patent 
Organisation, the representative of ~weden indicated that no decision had been 
taken by that Interim Corrmittee with respect to the search fee to be charged by 
the European Patent Office for PCT searches, although it was expected that the 
basic search fee would be the same for European Patent searches and PCT searches 
t o be carried out by the European Patent Office and that this fee would have to 
be paid only once in cases where a search by the European Patent Office served 
bot h the PCT and the European procedure. Where a PCT search was made by another 
International ~earching Authority, certain criteria were being developed in order 
to allow for a reduction i n the European search fee of between 25 and lOO percent, 
depending on the amount of search work saved by the earlier search report . With 
respect t o the international search fee to be charged by t he Swedish Patent Office, 
the representative of Sweden added tqat no decision had been taken so far . Similar 
statements were made by the representatives of Austria, Japan and the Soviet Union. 

32. The Working Group agreed that a precise indication of the international 
search fee t o be asked by various International Searching Authorities had become 
very urgent since the international search fee was an importan~ element in th e 
considerations of the applicant on whether and to what extent ~t was useful to 
make use of the PCT system . Another important question in this con text was the 
extent to which PCT searches carried out by other International Search i ng Author­
ities would lead to an elimination or substantial reduction of search fees char9ed 
in the procedure before the de~ignated Offices . It was reco~nized that the PCT 
system would only be viable if such reductions were offered t o a l arge extent . 
Without a clari f ication of this q uestion, no indicat~ons could be a~ven to the 
prospective users of the system as to its cost implications . 
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33 . With respect to the price of the PCT publications,~it was felt that, in 
particular, the p rice proposed for the pamphlet was generally higher than the 
prices f o r comparable publications of national Patent Offices . A higher p rice 
could only be maintained if effective copyri~ht protection could be enforced t o 
ensure that copying of the pamphlet by private firms, combined with sales at a 
lower price, could be prevented . Similar considerations existed, although to a 
lesser extent, with respect to the Gazette. It was therefore agreed to ask t he 
International Bureau to carry out a survey in a numbe'r of those countries which 
can be expected to be the most interested in PCT publications, t o determine 
whether copyright protection existed on the basis of which the unauthorized repro­
duction and subsequent distribution of PCT publications, both as far as p ublication 
in the original language or in translation was concerned, could be prevented. 

34. With respect to the Gazette, the estimates made in paragraph 13(iv) o f the 
Memorandum were approved. 

35. With respect to the assumptions contained in items (i) to (ii i ) and (v) of 
paragraph 13 of the Memorandum, the Working Group expressed its concern at the 
rather high amounts proposed for the basic and designation fees and the price of 
the pamphlet, but recognized that the decisiou on whether t he said amounts were 
justified was intimately linked with the identity and number of the i ni tial Con­
tracting States of the PCT. The Workin~ Group therefore agreed to accept the 
said assumptions as a budgetary working hypothesis, it being understood that the 
amounts would have to be reviewed once the identity and number of initial Contract­
ing States were known. In any case , as far as the basic fee and the designation fee 
were concerned, no amounts higher than those indicated in t he assumptions in para­
graph 13 of the Memorandum should be used. It was hoped that the Assembly of the 
PCT Union would review the amounts with a view to fixing l ower fees, at l east f or 
the initial period, if possible, in order to increase the attractiveness of the 
system for the user. The same applied with respect to the assumption for t he 
price of t he pamphlet contained in paragraph 13' of the Memorandum. 

Difference Between Expenditure and Income (Paragraphs 14 to 17 of the Memorandum) 

36. The Working Group agreed in the course of its consideration of paragraphs 14 
to 17 o f the Memorandum and its Tables I to IV, illustrating where t he break- even 
points (expressed in terms o f the number o f applications) would be reached under 
different hypotheses, that those hypotheses which did not permit the attainment 
of a break-even point should not be retained. Otherwise, no conclusions deviating 
from the statements in the Memorandum were reached . 

Intentions as to· Ra·tification of the PCT 

37. Taking into consideration the fact that the number and identity of the coun­
tries which would become members of the PCT Union would be of primary importance 
for any attempt to determine with more precision t he financial implica t ions of the 
PCT f or Contracting States in the initial pe riod , the Working Group considered it 
advisable to review the most recent available information on t he intentions of 
those States represented in the Working Group regarding the ratification of the 
PCT . 

38. The representative of Sweden stated that draft legislation on the ratifica­
tion of the PCT was being completed by the Ministry of Justice and was expected 
to be presented to Parliament either in the spring of the current year or , at the 
latest , immediately upon the opening of the coming autumn session of Parliament. 

39. The representative of the United Kin~dom said that draft legislation, among 
other things adapting the patent law of the United Kingdom to the PCT, was pre ­
sently be f ore Parliament . It was expected that t h e parliamentary p r ocedure would 
be completed during the summer of the current year . No indication as to the time 
of ratification could be qiven . 

40 . The representative of Austria said t hat a series of hearings with respect to 
draft PCT legislation had already taken place during the autumn of 1976 and that 
the reaction-of the interested public was positive. It was expected t h at the draft 
legislation could be submitted to Parliament durinq its summer session , t h at the 
pa~liamentary procedure would take roughly six months and t hat ratification could 
follow as soon as possible thereafter. 
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41. The representative o f F r ance stated that draft legislation for the PCT had 
been submitted to Parl iament, but t hat infor~ati on as to th e date of rati fication 
was n ot availab l e . 

4 2 . The representative of Jap an s tated t hat th e Industrial Property Council , an 
advisory Committee to the Minister of International Trade and I ndustry , was study­
ing the l egis l ative change s necessar y for adaptin9 the Japanese national law to 
the requirements of the PCT and would submit its report to the Japanese Government 
in autumn 1977 . Thereafter , a bill containing the appr oval of the PCT and the 
necessary implementing legis lation would be s ubmi tted to Parl iament in its 1 977/ 
1 9 78 ordinary session . 

43. The representative of Swi tze rland stated t hat r atification of t he PCT by his 
country was possib le within a f e w months b u t was s ub ject t o certain r eservations 
with respect t o the financial conditions of Switzerland ' s par ticipation in the 
PCT system . Swi tzerland was interested in obtaining assurances that the amount 
of contributions payable would not subs tanti a lly exceed th e amount indicated in 
the message to Parliament and that l ater r eimbursement of its financi a l contribu­
tions durin9 the initi a l operational period was foreseen . 

44. The representative of Spain indicated that t he Patent Office o f Spain was in 
the process of preparing a detailed report on the PCT for communication to the 
Ministry of Industry. It was to be n oted , however, that accession by Spain to the 
PCT could not be expected before 1978. 

45 . The r e prese ntative of the Soviet Union stated t hat , as indicated earl ier-, the 
State Committee for Inventi ons and Discoveri es of t he USSR Counci l of Ministers 
had basically prepared the necessary documents relating to rati fic ation of the PCT 
for consideration by the Government . In view of the absence of the necessary data, 
the financial side of the q uestion had not been sufficiently studied so far . That 
would b e done t aklng into account the results or the deliberations of the Wo rking 
Group. 

Working Capital Fun d (Arti c le 57(7) of the PCT) 

46. When discus sing the possibility a nd need for establishing a working c apital 
fund in accordance with Article 57(7 ) of the PCT , the Working Gro up noted a state­
ment by the Director Gen eral o f ~IIPO t hat he had no inte ntion of inviting the 
As sembly t o consti tute such a fund in the foreseeable future . 

Financing the Initia l Def::-.i.t - Contribution Scheme (Par a?raph s 2 3 t o 29 o f the 
Memorandum) 

47 . Discuss ion o f this question took place on the basis of the proposed principles 
for a scheme set out in paragraph 27 of the Memorandum . 

48. During the discussion , t hree major changes were decided upon by the Working 
Group . The first cons isted i n not fixing the s ame amoun t for the basic contri bu­
tions fo r each of the three years b u t fix ing a higher amoun t for 1979 than for 
1978 and a higher amount for 1980 than for 1979 (see Princi p l e No . 1 ) . The s econd 
was that t he share of any country becoming a Contracting State in the amount of 
the suppl ementary contributions for the year in which i t became a Contractina S t ate 
would depend on the l e ng th of the period duri ng which it had been a member in that 
year : the share would be proportionate t o the l e n gth of that period (see Princi­
p le No . 2) . The th i rd was that contributions paid for the three-year period would 
be r eimbursed f rom the profits of later years (see Principle No. 7 (new) ). 

49 . The modified principles , as adopted by the Working Group , are the following 
seven : 

Principle No . 1: All countries at presen t maki ng contributions (i . e ., the 
countries included in the relevant recommendation of the Executive Commi ttee of 
the Paris Union for 1977 plus Spain ) wi ll pay , as "basic " contributions for the 
years 1978 and 1979, the amounts of 1 , 795 , 000 Swi ss francs and 1 , 935 , 000 Sw i ss 
f r ancs , respe~tive ly , which have been tentatively shown for those years in the 
t riennial budge t, and , for the y e ar 1980 , the amount o f 2 ,012,000 Swiss francs 
(which is 4% above the amount for 1979) . Such amounts will be distributed among 
th e said countries according to the same princip l es as have been applied to the 
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PCT contributions f or 197 7 and prior years but according to the 1975 statistics . 
Although the contributions of countries which are n o t Contracting States are 
vo luntary , the contributions of the Contractin9 States are calculat ed on the 
assumpti on t hat the voluntary contributions will be paid . 

Principle No . 2 : In each of t he said three years, a "supplementary" contri ­
bution will be paid by those countries whi ch have depos i ted their instruments of 
ratification prior to or durin g that year. The supP,lementary c on tributions will 
c over the deficit attributable t o the years 19 78 to 1980 and not covered by the 
basic contributions ; its total amount for the three - year perio d is es timated to 
be 450 , 000 francs; it will be payable a t the rate of 150,000 francs per year . 
The amount of the supplementary contr ibut ion will be provisionally dis tributed 
among the countries concerned in the same proportion as exists between the numbers 
of their outgoing app lications , as shown in the WIPO statistics for the year 1 9 75, 
but ultimately in accordance with Principle No. 5 b e l ow . In its f i rs t year of · 
paying contri butions, a State ' s share will be proportionate t o the period of t ime 
during wh i ch it has been a Contractinq State. 

Principle No . 3 : If a country that is not in the list of basic contributors 
becomes a Contracting State, it will pay , for the year in which it deposits its 
ins trument of ratification and any subsequent year of the said three years, an 
amount which will be the same as the contribution of a State wh ich , h aving the 
same statistical parameters , has to make payments under Principles Nos . 1 and 2 . 
(The calculations will be made with the necessary extrapolatio n s . ) Since the 
number of countries falling into thi s category will probably be very small, if 
not nil , their contributions will b e additional to (and will n o t diminish) t h e 
contributions of the countries covered by Principles Nos . l an d 2 . 

Princ iple No . 4 : Authority will be given to the I nternational Bureau to con­
tract l oans to cover the deficiency in funds available to meet its e xpenditure in 
any year. 

Prin ciple No. 5 : Once the break- even poi n t is reached, t he supplementary 
contributions will be recalculated in propor tion to the total number of i nterna­
tional applicati o ns emanating from the Contractinq States during the pe r iod s up ­
plementary contributions have been paid (in ternational applications filed wi th a 
national Office being regarded as "emanating" from the State of wh ich that Office 
is the national Office , and international applications filed with a regional 
Office being r egarded as "emanating " from the State o f t he applicant's residence). 
Any Contractin g State which has paid supplementary contribut ions t otalling more 
than its recalculated share will receive a corr esponding refund and those States 
which have paid less wil l be required t o make a corresponding additional p ayment . 

Principle No. 6 : The above principles will app ly for 1978 , 1979 and 1980 . 
Even during that period , the finan cial situation will be reviewed at l east once 
a year and necessary adjustment will be proposed . Should deficits continue beyond 
1980, or shoul d a surplus occur in or before that year, a modificati on of the 
principles will be proposed in due time . 

Princi ple No . 7 : Contributions paid unde r Principles Nos . 1 , 2 and 3 , as 
adjusted under Principle No . 5 , will be reimbursed from any excess of income over 
expenditure aft er t he break- even point is reached . Such reimbursement shall be 
made by installments as decided by the Assembl y of the PCT Union . Each c~untry ' s 
share in each installmen t shal l be proportionate to i ts share in the total o f t he 
said contributions . 

50 . The representative of Brazil stated that it was the position of his country , 
and he felt he was a lso expressing the feelin9s of other developin9 countries , 
that Principle No . l was no t acceptable and that , consequent ly , i t must be expected 
that developin g countries not yet bound by the PCT would base their payments of 
basic contributi ons , which they would be i nvited t o make i n appl ication of Pr inci­
ple No . 1 , on ly on the amounts appearing in Annex II t o the Memorandum . The rep­
resentative o f Spain indicated that his country did not favor Principle No . 1 in 
its finally agreed form but did £avor the principle as origina l ly proposed in 
paragraph 27 of the Memorandum. 

51 . The Working Group expr essed itself in favor of interest being paid i n respect 
of contributions made in accordance with the principles set out above. The Director 
General said that since the contributions were not in the nature of a loan , but in 
the nat ure of contributions to cover deficits , it did not seem to be justified to 
ask for interest . In conclusion , the Workinq Group invited the Director General to 
study the question whether such interest shoul d be paid and , if so , a t what rate . 
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Estimated Deficits during the Initial Period (Paragraphs 18 to 22 of the Memo­
randum) 

52. Upon the basis of a detai led discussion of figures set out in document 
PCT/WG/ BUD/ I /2 in r e lation to estimated expenditure a nd income of the Inter ­
national Bureau in 1978, 1979 and 1980 , the International Bureau amended those 
figures as follows : 

(i) The estimated amount of income was increased by 226 , 000 francs as a 
result of the assumption that during the second half of 1978 international fees 
would be received for 500 (rather than 250 ) international applications. At t he 
same time, the estimated amount of income was reduced by 20,000 francs on t he 
assumption t hat the sale , if a ny , of pamphlets during the same period would be 
insignificant. 

(ii) The estimated amount of expendi ture attr ibutable to the three- year 
period was reduced by 537,000 francs on account of the fact that recruitment for 
some of the new posts would occur on later dates, that a smaller number of copies 
would be printed of some of the publications and that some of the common expenses, 
mostly as a consequence of the said factors, could be reduced . 

(iii) As a conseque n ce of a net incr ease in income of 206 , 000 francs (see 
point (i) and a decrease in expendit ure of 537,000 francs (see point (ii )), the 
deficit attributable t o the initial three-year period would be 6,203,000 (rather 
than 6,946,000) francs. 

(iv) Since the t otal of the basic contributions would , according to Principle 
No . 1, be 5,742,000 francs, and the total deficit would be 6 ,2 03 , 000 francs, the 
total of the suppl ementary contributions would be 461,000 francs. Thi s amount was 
rounded off to 450,000 francs for the purposes of Principle ~o . . 2 . 

53. The Director General said that al l e stimates were tentative for the reasons 
stated in document PCT/WG/BUD/ I /2 and dur ing the discussions of the Working Group ; 
that they were liable to be influenced, in particular , by the. identity of the 
initial Cont racting States and the amounts of the fees and publication prices which 
woul d be set by t he Assembly of the PCT Union ; that the I nternational Bureau 
would cont inue to s t udy and re - check the estimates and might modify them for the 
1978 PCT budget and for the Assembly of the PCT Union . 

54 . The Working Group agreed with the estimates contained in paragraph 52 and 
noted the statement of the Di rector General referred to in paragraph 53 . 

FURTHER WORK 

SS . The Working Group agreed that, in view of the results of the discussions 
during the session , a further session did not appear to be necessary at the present 
time. It noted , however , a statement by the Director General that he might cal l 
a f urther session shortly before the f i rst session of the Assembly of the PCT 
Union, if developments indi cat ed the usefulness of such a session. 

56 . This report was unanimously adopted by 
the Working Group at its closing meeting on 
March 4 , 1977. 

[End of annex and end of document] 




