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BASIC NOTIONS OF INTELLECTUAL PROPERTY

INTRODUCTION

1. The objects of intellectual property are the creations of the human mind, the human
intellecthence the expression “intellectual” property. In a somewhat simplified way, one can
state that intelletial property relates to pieces of information which can be incorporated in
tangible objects at the same time in an unlimited number of copies at different locations
anywhere in the world. The property is not in those copies but in the information esflect
those copies. Similar to property in movable things and immovable property, intellectual
property, too, is characterized by certain limitations, for example, limited duration in the case
of copyright and patents.

2. Today, the expressionritellectual property” is used even more broadly, to refer to all
creations of the human mind. Article 2 (viii) of the Convention Establishing the World
Intellectual Property Organization does not define intellectual property as such, but gives the
following list of the subject matter protected by intellectual property rights: literary, artistic

and scientific works; performances of performing artists, phonograms, and broadcasts;
inventions in all fields of human endeavor; scientific discoveries; stiial designs;

trademarks, service marks, and commercial names and designations; protection against unfair
competition; and “all other rights resulting from intellectual activity in the industrial,

scientific, literary or artistic fields.”

3.  The most direct source of protection for intellectual property is national laws. Other
sources include legal instruments of regional bodies composed of groups of countries (such as
the directives of the European Union), bilateral and plurilateral agreenaenong countries

which contain provisions on intellectual property (such as the North American Free Trade
Agreement), and multilateral agreements, such as the Berne Convention and the Agreement
on the Trade Related Aspects of Intellectual Property Rig¢iie TRIPS Agreement),

concluded under the Uruguay Round of negotiations under the former GATT, now the World
Trade Organization (WTO).

THE TWO BRANCHES OF INTELLECTUAL PROPERTY

4. Intellectual property has been divided into two branches,aehafindustrial” property,

which protects inventions, trademarks, etc., and “copyright,” which protects literary and
artistic works as well as creations in the field ofcalled “related rights.” While other types

of intellectual property also exist, f@resent purposes it is helpful to explore the distinction
between industrial property and copyright in terms of the basic difference between inventions
and literary and artistic works.

5. Inventions may be defined (in a nd&gal sense) as newlsitions to technical problems.
These new solutions are ideas, and are protected as such; protection of inventions under
patent law does not require that the invention be represented in a physical embodiment.
Protection accorded to inventors is, therefgrotection against any use of the invention
without the authorization of the owner. Even a person who later makes the same invention
independently, without copying or even being aware of the first inventor’s work, must obtain
authorization before heat exploit it.
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6. Literary and artistic works include books, music, works of the fine arts such as paintings
and sculptures, and technoleggised works such as computer programs and electronic data
bases. Unlike protection of inventions, copyridaw protects only the form of expression of
ideas, not the ideas themselves. The creativity protected by copyright law is creativity in the
choice and arrangement of words, musical notes, colors and shapes. Copyright law protects
the owner of propertyights in literary and artistic works against those who “copy” or

otherwise take and use the form in which the original work was expressed by the author.

INDUSTRIAL PROPERTY

7. Industrial property is sometimes misunderstood as relating abie or immovable
property used for industrial production, such as factories, equipment for production.

Typically, the creations to which industrial property relates are inventions and industrial
designs. (Simply stated, inventions are solutions to tebnical problems, and industrial designs
are aesthetic creations determining the appearance of industrial products.) In addition,
industrial property includes trademarks, service marks, commercial names and designations,
geographical indications (indicatie of source and appellations of origin) and the protection
against unfair competition. Here, the aspect of intellectual creati@tthough existert-is

less prominent, but what counts here is that the object of industrial property typically consists
of sgns transmitting information to consumers, in particular, as regards products and services
offered on the market, and that the protection is directed against unauthorized use of such
signs which is likely to mislead consumers, and against misleading @eacti general.

8. The expression “industrial” property may appear not to be entirely logical because it is
only as far as inventions are concerned that the main segment of economy that is interested in
them isindustry Indeed, in the typicadituation, inventions are exploited in industrial plants.

But trademarks, service marks, commercial names and commercial designations are of
interest not only to industry but also and mainly to commerce. Notwithstanding this lack of
logic, the expressiofindustrial property” has acquired a meaning which clearly covers not

only inventions but also the other objects just mentioned.

9. Inthe hall of the WIPO headquarters building, there is an inscription in the cupola
whose text tries, in a fewvords, implicitly to define intellectual works. It also tries to convey
the reasons for which intellectual works should be “property,” that is, why their creators
should enjoy advantages secured by law. Finally, the inscription invokes the duty oathe St
in this field. Naturally, the inscription makes no claim to legal exactitude. Its intent is to
stress the cultural, social and economic importance of protecting intellectual property.

Inventions

10. As has already been said, inventions ae new solutions to technical problems. This is
not an official definition. Most laws dealing with the protection of inventions do not define
the notion of inventions. However, the WIPO Model Law for Developing Countries on
Inventions (1979) containeddefinition which read as follows: “Invention’ means an idea
of an inventor which permits in practice the solution to a specific problem in the field of
technology.”
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Patents

11. Inventions are characteristically protected by patents, al$edcadatents for
invention.” Every country which gives legal protection to inventierend there are more
than 140 such countriesgives such protection through patents although there are a few
countries in which protection may also be given by means dli@r patents, as will be seen
below.

12. The word “patent” is often used o senses. One of them is the document that is
called “patent” or “letters patent.” The other is the content of the protection that a patent
confers.

13. First of all, let us deal with the first sense of the word “patent,” that is, when it means a
document.

14. If a person makes what he believes is an invention, he, or if he works for an entity, that
entity, asks the Governmenty filing an applicaion with the Patent Office-to give him a
document in which it is stated what the invention is and that he is the owner of the patent.
This document, issued by a Government authority, is called a patent or a patent for invention.

15. Not all inventions are patentable. Generally, patent laws require that, in order to be
patentable, the invention must be new, it must involve an inventive step (or it must be non
obvious), and it must be industrially applicable. These three requirements, someditads c
the requirements or conditions of patentability, have been incorporated in Atideof the
Agreement on Trad®elated Aspects of Intellectual Property Rights (“the TRIPS
Agreement”).

16. The conditions of novelty and inventive step measist on a certain date. That date,
generally, is the date on which the application is filed. However, in a certain case it will not
matter if the conditions no longer exist on that date. That case is regulated in the Paris
Convention for the Protectioof Industrial Property (“the Paris Convention”) and concerns
the situation where the application of a given applicant concerning a given invention is not the
first application of that applicant for that invention, but a later application by the same
applcant (or his successor in title) for the same invention. For example, the first application
was filed in Japan and the second in France. In such a case, it will be sufficient that the
conditions of novelty and inventive step exist on the date on witieHitst (the Japanese)
application was filed. In other words, the second (the French) application will haneray

over any applications filed by other applicants in France between the date of the first
(Japanese) and the second (French) applicgpiavided the period between the two dates
does not exceed Ionths. Because of such priority, the advantage thus assured to the
applicant is called “right of priority.”

17. Itis customary to distinguish between inventions that consist ofymtsdand inventions

that consist of processes. An invention that consists of a new alloy is an example of a product
invention. An invention that consists of a new method or process of making a known or new
alloy is a process invention. The correspondagents are usually referred to as a “product
patent,” and a “process patent,” respectively.

18. Now, to the other sense of the word “patent.” The protection that a patent for invention
confers means that anyone who wishes to exploit the inwembust obtain the authorization
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of the person who received the patertalled “the patentee” or “the owner of the patentto
exploit the invention. If anyone exploits the patented invention without such authorization, he
commits an illegal act. One sgesmabout “protection” since what is involved is that the
patentee is protected against exploitation of the invention which he has not authorized. Such
protection is limited in time. According to Article 33 of the TRIPS Agreement, the term of
protection nust not end before the expiration of a period of twenty years counted from the
filing date.

19. The rights (the protection) are not described in the document called a “patent.” Those
rights (that protection) are described in the patent law efdbuntry in which the patent for
invention was granted. The patent laws of Members of the TRIPS Agreement have to comply
with Section5 of Partll of the said Agreement which sets out, in its Artid8, the exclusive

rights conferred by a patent. Théher provisions, relating to patents, of the said Agreement
deal,inter alia, with patentable subject matter, conditions on patent applicants and the
reversal of burden of proof in respect of process patents. The rights, usually called “exclusive
rights d exploitation,” generally consist of the following:

- in the case of product patents, the right to prevent third parties from making, using,
offering for sale, selling or importing the product that includes the invention; and

— inthe case of procesafents, the right to prevent third parties from using the process
that includes the invention, and to prevent third parties from using, offering for sale, selling or
importing products which were made by the process that includes the invention.

20. It has been mentioned earlier that, if anyone exploits the patented invention without the
authorization of the owner of the patent for invention, he commits an illegal act. However, as
already stated, there are exceptions to this principle, becauset pat/s may provide for

cases in which a patented invention may be exploited without the patentee’s authorization, for
example, exploitation in the public interest by or on behalf of the government, or exploitation
on the basis of a compulsory license.cémpulsory license is an authorization to exploit the
invention, given by a governmental authority, generally only in very special cases, defined in
the law, and only where the entity wishing to exploit the patented invention is unable to

obtain the authzation of the owner of the patent for invention. The conditions of the

granting of compulsory licenses are also regulated in detail in laws which provide for them.

In particular, the decision granting a compulsory license has to fix an adequate ratramer

for the patentee, and that decision may be the subject of an appeal. It should be noted that the
TRIPS Agreement, in particular in its Articles 27.1 and 31, establishes a number of
obligations with respect to the use of a patented invention wittimutauthorization of the

owner of the patent. Members of that Agreement have to comply with these requirements the
most important of which no longer permits the grant of compulsory licenses on the ground of
failure to work or insufficient working of an wention if the protected product is lawfully

imported into the territory of the Member concerned.

21. Inconclusion, it can be stated that, among the means by which inventions are protected,
patents are by far the most important. However, pitadacf inventions as utility models
deserves mention.
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Utility Models

22. Utility models are found in the laws of a limited number (about 20) of countries in the
world, and in the OAPI regional agreement. In addition, some other courfsresx@mple,
Australia and Malaysia) provide for titles of protection which may be considered similar to
utility models. They are called “petty patents” or “utility innovations.” The expression
“utility model” is merely a name given to certain inventiomamely—according to the laws

of most countries which contain provisions on utility modelaventions in the mechanical
field. Utility models usually differ from inventions for which ordinary patents for invention
are available mainly in three respectgst, in the case of an invention called “utility model,”
either only novelty but no inventive step is required or the inventive step required is smaller
than in the case of an invention for which a patent for invention is availaggeondthe
maximumterm of protection provided in the law for a utility model is generally shorter than
the maximum term of protection provided for a patent for invention; taird, the fees

required for obtaining and maintaining the right are generally lower than thpgdieable to
patents. Moreover, in certain countries there is also a substantial difference in the procedure
for obtaining protection for a utility model: this procedure is generally shorter and simpler
than the procedure for obtaining a patent for invam

Industrial Designs

23. Generally speaking, an industrial design is the ornamental or aesthetic aspect of a useful
article. Such particular aspect may depend on the shape, pattern or color of the article. The
design must appeal to therse or sight. Moreover, it must be reproducible by industrial

means; this is the essential purpose of the design, and is why the design is called “industrial.”

24. In order to be protectable, an industrial design must, according to some lawsyb
and, according to other laws, original. The requirements of novelty or originality has been
incorporated in Article 25.1 of the TRIPS Agreement.

25. Industrial designs are usually protected against unauthorized copying or imitation.
UnderArticle 26.3 of the TRIPS Agreement, the duration of protection available shall amount
to at least 1G/ears. Members of the said Agreement are also obliged to ensure that
requirements for securing protection of textile designs, in particular in reganayofost,
examination or publication, do not unreasonably impair the opportunity to seek and obtain
such protection.

26. The document which certifies the protection may be called a registration certificate or a
patent. If it is called a patenbne must, in order to distinguish it from patents for invention,
always specify that it is a patent for industrial design.

Intellectual Property In Respect Of Integrated Circuits

27. The question of the type of protection to be given to thy@lgdesign, or topography,
of integrated circuits is relatively new. Although prefabricated components of electrical
circuitry have been used for a long time in the manufacture of electrical equipment (for
example, radios), large scale integration of @titude of electrical functions in a very small
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component became possible only a few years ago as result of advances in semiconductor
technology. Integrated circuits are manufactured in accordance with very detailed plans or
“layout-designs.”

28. The layoutdesigns of integrated circuits are creations of the human mind. They are
usually the result of an enormous investment, both in the terms of highly qualified experts,
and financially. There is a continuing need for the creation of new liaglesigns which

reduce the dimensions of existing integrated circuits and simultaneously increase their
functions. The smaller an integrated circuit, the less the material needed for its manufacture,
and the smaller the space needed to accommodatedgrated circuits are utilized in a large
range of products, including articles of everyday use, such as watches, television sets,
washing machines, automobiles, etc., as well as sophisticated data processing equipment.

29. Whereas the creatiorf a new layoutdesign for an integrated circuit involves an
important investment, the copying of such a laydasign may cost only a fraction of that
investment. Copying may be done by photographing each layer of an integrated circuit and
preparing mask®or the production of the integrated circuit on the basis of the photographs
obtained. The high cost of the creation of such laydegigns, and the relative ease of
copying, are the main reasons for the protection of laytasigns.

30. Layoutdesigns of integrated circuits are not considered industrial designs in the sense
of the laws providing for the registration of industrial designs. This is because they do not
determine the external appearance of integrated circuits, but, rather, tiegtgcation,

within the integrated circuit, of each element having an electronic function. Moreover,
layoutdesigns of integrated circuits are not normally patentable inventions, because their
creation usually does not involve an inventive step, algioit requires a great amount of

work by an expert. Further, copyright protection may not apply if it is determined, under
national law, that layoutlesigns are not copyrightable subject matter. Due to the uncertainty
surrounding the protection of laytdesigns, national, regional, and international efforts
focused on the question of what type and scope of protection would be appropriate.

31. On May 26, 1989, under the auspices of WIPO, the Treaty on Intellectual Property in
Respect of Integtad Circuits was adopted at Washington, D.C., United States of America.
The Treaty has not entered into force but its substantive provisions have, to a large extent,
been adopted in the TRIPS Agreement. The main features of the protection mandated under
the Treaty can be summarized as follows.

32. Alayoutdesign is defined in the Treaty as the “tmdienensional disposition, however
expressed, of the elements, at least one of which is an active element, and of some or all of the
interconnection of an integrated circuit, or such a thv@enensional disposition prepared for

an integrated circuit intended for manufacture.” Such a lagmsign is considered

protectable under the terms of the Treaty if it is the result of its creator’s own ictigdlle

effort and is not commonplace among creators of |laytegigns and manufacturers of

integrated circuits at the time of its creation.

33. The protection required under the Treaty, as modified in the TRIPS Agreement, is the
prohibition, for aperiod of at least ten years, of the performance of the following acts, without
the authorization of the holder of the right:
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) reproducing, whether by incorporation in an integrated circuit or otherwise, a
protected layoutlesign in its entirety ioany part thereof, except the act of
reproducing any part that does not comply with the requirement of originality;
and

(i) importing, selling or otherwise distributing for commercial purposes, a protected
layoutdesign or an integrated circuit in v a protected layoedesign is
incorporated.

34. The manner in which these rights in a layalgsign are to be secured is hot mandated

by the Treaty. Thus, a Contracting Party is free to implement its obligations under the Treaty
through a spaal law on layoutdesigns (a solution which is more and more frequent), or its
law on copyright, patents, utility models, industrial designs, unfair competition or any other
law or a combination of any of those laws.

35. Contracting Parties arffeee to provide that registration of a layedesign is a
prerequisite to protection.

36. The rights in layoutesigns provided for under the Treaty are subject to three

exceptions. Firstly, a third party is able to perform any act with redpeztiayoutdesign for

the purposes of evaluation, analysis, research, or teaching. Secondly, a third party may copy a
layoutdesign or part thereof in order to prepare a second, original, lajesign. According

to the Treaty, such a second layalégsgn is not to be regarded as infringing rights held in the

first layoutdesign. Thirdly, a third party may perform any act in respect of a lagestgn

that was independently created.

Trademarks

37. Any sign, or any combination of signs, capabf distinguishing the goods or services

of one undertaking from those of other undertakings, shall be capable of constituting a
trademark. Such signs, in particular words including personal names, letters, numerals,
figurative elements and combinatioofcolors as well as any combination of such signs, shall
be eligible for registration as trademarks (TRIPS Artittel). Most countries require that
trademarks for which protection is desired be registered with a government authority. The
protection hat laws give to a trademark consists essentially of making it illegal for any entity
other than the owner of the trademark to use the trademark or a sign similar to it, at least in
connection with goods for which the trademark was registered or with goodiar to such
goods without the authorization of the owner. The TRIPS Agreement sets out, in its

Article 16, the rights conferred on the owner of a trademark and the protection to be given in
respect of welknown marks.

38. The TRIPS Agreemd also dealsinter alia, with the protectable subject matter, the
term of protection, the requirements of use as well as licensing and assignment.
Trade Names

39. Another category of objects of industrial property is “commercial names and
desgnations.”
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40. A commercial name or trade naméhe two expressions mean the same thiigthe

name or designation which identifies the enterprise. In most countries, trade names may be
registered with a government authority. However, undercha® of the Paris Convention for

the Protection of Industrial Property, a trade name must be protected without the obligation of
filing or registration, whether or not it forms part of a trademark. Protection generally means
that the trade name of onaterprise may not be used by another enterprise either as a trade
name or as a trademark or service mark and that a name or designation similar to the trade
name, if likely to mislead the public, may not be used by another enterprise.

Geographical Indid#ons
41. Finally, among commercial designations there are also geographical indications.

42. The TRIPS Agreement (Articles 22 to 24) establishes certain obligations as regards the
protection of geographical indications, which are defitherein, for the purposes thereof, as
“indications which identify a good as originating in the territory of a Member, or a region or
locality in that territory, where a given quality, reputation or other characteristic of the good is
essentially attribtable to its geographical origin.” The notions of “indications of source” and
of “appellations of origin,” which are used in the Paris Convention, encompass geographical
indications as defined by the TRIPS Agreement.

43. An indication of sourceés constituted by any denomination, expression or sign

indicating that a product or service originates in a country, a region or a specific place (for
instance, “made in ...”). As a general rule, the use of false or deceptive indications of source
is unlawful.

44. An appellation of origin is constituted by the denomination of a country, a region or a
specific place which serves to designate a product originating there, the characteristic qualities
of which are due exclusively or essentially t@theographical environment, in other words to
natural and/or human factors. The use of an appellation of origin is lawful only for a certain
circle of persons or enterprises located in the geographical area concerned and only in
connection with the speatf products originating there (for instance, “Bordeaux”).

Protection Against Unfair Competition

45. The last object of the protection of industrial property is the protection against unfair
competition. Such protection, required under Artit@bisof the Paris Convention, is

directed against acts of competition that are contrary to honest practices in industry or
commerce. The following in particular constitute acts of unfair competition in relation to
industrial property: all acts of suchrature as to create confusion with the establishment, the
goods or the industrial or commercial activities of a competitor; false allegations in the

course of trade of such a nature as to discredit the establishment, the goods or the industrial or
commecial activities of a competitor; and indications or allegations the use of which in the
course of trade is liable to mislead the public as to the characteristics of goods.

46. The protection against unfair competition supplements the proteatimwentions,
industrial designs, trademarks and geographical indications. It is particularly important for
the protection of knowhow, that is: technology or information which is not protected by a
patent but which may be required in order to makeltbst use of a patented invention.
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47. The TRIPS Agreement contains, in its Arti@8, provisions on the protection of
undisclosed information (trade secrets). In the course of ensuring effective protection against
unfair competition as provided Article 10bisof the Paris Convention, Members of the

TRIPS Agreement are required to provide natural and legal persons the possibility of
preventing information lawfully within their control from being disclosed to, acquired by, or
used by others witbut their consent in a manner contrary to honest commercial practices so
long as such information:

(a) issecretinthe sense that itis not, as a body or in the precise configuration and
assembly of its components, generally known among or readily abtess
persons within the circles that normally deal with the kind of information in
question;

(b) has commercial value because it is secret; and

(c) has been subject to reasonable steps under the circumstances, by the person
lawfully in control of the information, to keep it secret.

COPYRIGHT

48. The next part of this presentation will explain the general structure of copyright law,
and will be divided into the following sections: (1) tkerksprotected by copyright; (2) the
rights grarted to the owner of copyright; (3imitationson such rights; (44luration of
copyright; (5) ownership and transfesf copyright; and (6enforcemenof rights.

Protected Works
49. Atrticle 2 of the Berne Convention reads in part as follows:

“The expression ‘literary and artistic works’ shall include every production in the
literary, scientific and artistic domain, whatever may be the mode or form of its
expression, such as books, pamphlets and other writings; lectures, addresses, sermons
and other works of the same nature; dramatic or dramatiosical works;
choreographic works and entertainments in dumb show; musical compositions with or
without words; cinematographic works to which are assimilated works expressed by a
process analogs to cinematography; works of drawing, painting, architecture,
sculpture, engraving and lithography; photographic works, to which are assimilated
works expressed by a process analogous to photography; works of applied art;
illustrations, maps, plansketches and thre#imensional works relative to geography,
topography, architecture or science. Translations, adaptations, arrangements of music
and other alterations of a literary or artistic work shall be protected as original works
without prejudice @ the copyright in the original work. Collections of literary or artistic
works such as encyclopaedias and anthologies which, by reason of the selection and
arrangement of their contents, constitute intellectual creations shall be protected as such,
without prejudice to the copyright in each of the works forming part of such
collections.”

50. From this provision, it may be seen that copyright applies to “every production in the
literary, scientific and artistic domain, whatever may be the moderan of its expression.”
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The expression “literary and artistic works” is a general concept to be understood, for the
purposes of copyright protection, as including every original work of authorship, irrespective
of its literary or artistic merit.

51. All countries which are members of the Berne Union, and many other countries, provide
protection under their copyright laws to the categories of works contained in the preceding
list, which illustrates and gives examples of what is meant by the esipretevery

production in the literary, scientific and artistic domain.” The list is not intended to limit the
modes or forms of expression which are protected by copyright law. It is not an exhaustive
list. Other modes or forms of expression of workghe literary, scientific and artistic

domain, not included in the list, are protected also by many copyright laws.

52. Computer programs are a good example of a type of work which is not included in the
list contained in the Berne Convention,thwhich is undoubtedly included in the notion of a
“production in the literary, scientific and artistic domain” within the meaning of Artictef

the Convention; indeed, computer programs are protected under the copyright laws of a
number of countries,ral under the TRIPS Agreement. A computer program is a set of
instructions which controls the operations of a computer in order to enable it to perform a
specific task, such as the storage and retrieval of information. A computer program is
produced by oe or more human authors but, in its final “mode or form of expression,” it can
be understood directly only by a machine (the computer), not by humans. Another example
of a type of work not listed in Article 2 of the Berne Convention, but which is cleadiuded

in the notion of a creation “in the literary, scientific and artistic domain,” is multimedia
productions. While no acceptable legal definition has been developed, there is a consensus
that the combination of sound, text and images in a digitahéd which is made accessible by

a computer program, embodies an original expression of authorship sufficient to justify the
protection of multimedia productions under the umbrella of copyright.

Rights Protected

53. Earlier in this lecture, it w&s noted that there are three kinds of propenpvable

property, immovable property and intellectual prope#gd that the most important feature

of property is that the owner may use it exclusively, i.e., as he wishes, and that nobody else
can lawfullyuse it without his authorization. When we say that the owner of property can use
it “as he wishes” we do not, of course, mean that he can use it regardless of the legally
recognized rights and interests of other members of society. For example, theaharcar

may use it “as he wishes,” but this does not mean that he may drive his car recklessly and
create danger to others, nor that he may disregard traffic regulations.

54. Copyrightis a branch of intellectual property. The owner of cogtrig a protected
work may use the work as he wishes, and may prevent others from using it without his
authorization. Thus, the rights granted under national laws to the owner of copyright in a
protected work are normally “exclusive rights” to authorizbears to use the work, subject to
the legally recognized rights and interests of others.

55. There are two types of rights under copyright, economic rights, which allow the owner
of rights to derive financial reward from the use of his works kyeos, and “moral rights,”
which allow the author to take certain actions to preserve the personal link between himself
and the work. Moral rights will be discussed later in this presentation.



WIPO/REG/IP/GUZ/02/2(a)
pagel2

56. The next question which we must examine is whahe&ant by “using” a work protected

by copyright. Most copyright laws state that the author or owner or rights has the right to
“authorize or prevent” certain acts in relation to a work. Such acts include the following:
reproduction of the work (makingopies); public performance of the work; broadcasting or
other communication to the public of the work; translation of the work; and adaptation of the
work.

(@) Right of reproduction and related rights

57. The right of the owner of copyright prevent others from making copies of his works

is the most basic right under copyright. For example, the making of copies of a protected
work is the act performed by a publisher who wishes to distribute copies of-based work

to the public, whethein the form of printed copies or digital media such as-BDMs.

Likewise, the right of a phonogram producer to manufacture and distribute compact discs
(CDs) containing recorded performances of musical works is based, in part, on the
authorization givery the composers of such works to reproduce their compositions in the
recording. Therefore, the right to control the act of reproduction is the legal basis for many
forms of exploitation of protected works.

58. Other rights are recognized in m@tal laws in order to ensure that the basic right of
reproduction is respected. For example, some laws include a right to auttistizieution of
copies of works; obviously, the right of reproduction would be of little economic value if the
owner of ®pyright could not authorize the distribution of the copies made with his consent.
The right of distribution is usually subject to exhaustion upon first sale or other transfer of
ownership of a particular copy, which means that, after the copyright olasesold or

otherwise transferred ownership of a particular copy of a work, the owner of that copy may
dispose of it without the copyright owner’s further permission, for example, by giving it away
or even by reselling it. Another right which is achieviwgder and wider recognition,

including in the TRIPS Agreement, is the right to authorieetal of copies of certain

categories of works, such as musical works included in phonograms, audiovisual works, and
computer programs. The right of rental is jéistl because technological advances have

made it very easy to copy these types of works; experience in some countries has showed that
copies were made by customers of rental shops, and therefore, that the right to control rental
practices was necessaryarder to prevent abuse of the copyright owner’s right of
reproduction. Finally, some copyright laws include a right to contngortationof copies as

a means of preventing erosion of the principle of territoriality of copyright; thatis, the
legitimaie economic interests of the copyright owner would be endangered if he could not
exercise the rights of reproduction and distribution on a territorial basis.

59. There are some acts of reproducing a work which are exceptions to the general rule,
because they do not require the authorization of the author or other owner of rights; these are
known as “limitations” on rights. The subject of limitations on rights will be discussed later

in this presentation, but it bears mention here that an areajfrrooncern at present relates

to the scope of a limitation, traditionally present in copyright laws, which allows individuals

to make single copies of works for private, personal andecammercial purposes. The
emergence of digital technology, whicteates the possibility of making higkuality,

unauthorized copies of works which are virtually indistinguishable from the source (and thus
a perfect substitute for the purchase of, or other legitimate access to, authorized copies), has
called into questiothe continued justification for such a limitation on the right of

reproduction.
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(b) Rights of public performance, broadcasting and communication to the public

60. Under numerous national laws, a “public performance” is considered any perfa@manc

of a work at a place where the public is or can be present, or at a place not open to the public,
but where a substantial number of persons outside the normal circle of a family and its closest
social acquaintances is present. On the basis of theafghiblic performance, the author or
other owner of copyright may authorize live performances of a work, such as the presentation
of a play in a theater or an orchestra performance of a symphony in a concert hall. Public
performance also includes perfornt@ by means of recordings; thus, musical works

embodied in phonograms are considered “publicly performed” when the phonograms are
played over amplification equipment in such places as discotheques, airplanes, and shopping
malls.

61. The right of*broadcasting” covers the transmission by wireless means for public
reception of sounds or of images and sounds, whether by radio, television, or satellite. When
a work is “communicated to the public,” a signal is distributed, by wire or wireless means,
which can be received only by persons who possess the equipment necessary to decode the
signal. An example of “communication to the public” is cable transmission.

62. Under the Berne Convention, authors have the exclusive right of authorizihig pub
performance, broadcasting and communication to the public of their works. Under some
national laws, the exclusive right of the author or other owner of rights to authorize
broadcasting is replaced, in certain circumstances, by a right to equitahleeeation,
although such a limitation on the broadcasting right is less and less common.

63. Inrecent years, the rights of broadcasting, communication to the public and public
performance have been the subject of much discussion. New questiomsaitisen as a result

of technological developments, in particular digital technology, which has produced what is
referred to as the “convergence” of telecommunications and computer technology. These
developments have blurred the legal distinctions betwtle traditional forms of making

works available to the public by incorporeal means, such as broadcasting, communication to
the public and public performance. Discussions will continue in an effort to adapt the legal
definitions of such uses to new tewblogical and commercial realities.

(c) Translation and adaptation rights

64. The acts of translating or adapting a work protected by copyright also require the
authorization of the owner of rights. “Translation” means the expression of aiwark

language other than that of the original version. “Adaptation” is generally understood as the
modification of a work to create another work, for example adapting a novel to make a motion
picture, or the modification of a work to make it suitable @iferent conditions of

exploitation, e.g., by adapting an instructional textbook originally prepared for higher
education into an instructional textbook intended for students at a lower level.

65. Translations and adaptations are works protebtedopyright. Therefore, in order to
reproduce and publish a translation or adaptation, authorization must be obtained from both
the owner of the copyright in the original work and of the owner of copyright in the
translation or adaptation.

66. Inrecent years, the scope of the right of adaptation has been the subject of discussion,
because of the increased possibilities for adapting and transforming works which are
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embodied in digital format. With digital technology, manipulation of text, soand images

by the user is quick and easy; discussions have focused on the appropriate balance between
the rights of the author to control the integrity of the work by authorizing modifications, on

the one hand, and the rights of users to make change$\wbham to be part of a normal use

of works in digital format, on the other hand.

(d) Moral rights

67. The Berne Convention requires Member countries to grant to authortte (ijght to

claim authorship of the work (sometimes called the rigiitpaternity”); and (ii)the right to

object to any distortion, mutilation or other modification of, or other derogatory action in
relation to, the work which would be prejudicial to the author’s honor or reputation
(sometimes called the right of “intety”). These rights, which are generally known as the

moral rights of authors, are required to be independent of the economic rights and to remain
with the author even after he has transferred his economic rights. It is worth noting that moral
rights areonly accorded to human authors; even if someone else is the owner of economic
rights in a work (for example, a film producer or a publisher), only the individual creator has
moral interests at stake.

Limitations onRights

68. The first limitaion is the exclusion from copyright protection of certain categories of
works. In some countries, works are excluded from protection if they are not fixed in tangible
form; for example, a work of choreography would only be protected once the movements
were written down in dance notation or recorded on videotape. In some (but not all)
countries, moreover, the texts of laws, court and administrative decisions are excluded from
copyright protection.

69. The second category of limitations on thehtg of authors and other owners of

copyright concerns particular acts of exploitation, normally requiring the authorization of the
owner of rights, which may, under circumstances specified in the law, be done without
authorization. There are two basic ggof limitations in this category: (1) “free uses,”

which are acts of exploitation of works which may be carried out without authorization and
without an obligation to compensate the owner of rights for the use, and (2)Volantary
licenses,” under wikh the acts of exploitation may be carried out without authorization, but
with the obligation to compensate the owner of rights.

70. Examples of free uses include the making of quotations from a protected work, provided
that the source of the gtation, including the name of the author, is mentioned and that the
extent of the quotation is compatible with fair practice; use of works by way of illustration

for teaching purposes; and use of works for the purpose of news reporting. In respect of a
free use for reproduction, the Berne Convention contains a general rule, rather than an explicit
limitation: Article 9(2) provides that member States may provide for free reproduction in
“special cases” where the acts do not conflict with normal exploitaaf the work and do not
unreasonably prejudice the legitimate interests of the author. As noted above, numerous laws
contain provisions allowing reproduction of a work exclusively for the personal, private and
non-commercial use of human individualthe ease and quality of individual copying made
possible by recent technology has led some countries to narrow the scope of such provisions,
including through systems which allow certain copying but incorporate a mechanism for
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payment to owners of right®f the prejudice to their economic interests resulting from the
copying.

71. In addition to specific free uses enumerated in national laws, the laws of some countries
recognize the concept known as “fair use” or “fair dealing”, which allows useasks

without the authorization of the owner of rights, taking into account factors such as the
following: the nature and purpose of the use, including whether it is for commercial
purposes; the nature of the work used; the amount of the work usethtion to the work as
awhole; and the likely effect of the use on the potential commercial value of the work.

72. As noted above, “nowoluntary licenses” allow use of works in certain circumstances
without the authorization of the owner of hitg, but require that compensation be paid in
respect of the use. Such licenses are called-vmontary” because they are allowed in the
law, and do not result from the exercise of the exclusive right of the copyright owner to
authorize particular actdNonvoluntary licenses were usually created in circumstances where
a new technology for the dissemination of works to the public had emerged, and where the
national legislator feared that owners of rights would prevent the development of the new
technol@y by refusing to authorize use of works. This was true of two-noluntary

licenses recognized in the Berne Convention, which allow the mechanical reproduction of
musical works and broadcasting. It should be noted, however, that the justificaticonfor n
voluntary licenses is called increasingly into question, since effective alternatives now exist
for making works available to the public based on authorizations given by the owners of
rights, including in the form of collective administration of rights.

Durationof Copyright

73. Copyright does not continue indefinitely. The law provides for a period of time, a
duration, during which the rights of the copyright owner exist. The period or duration of
copyright begins from the moment when thenk has been created, or, under some national
laws, when it has been expressed in a tangible form. The period of duration continues, in
general, until some time after the death of the author. The purpose of this provision in the law
is to enable the audr’'s successors to benefit economically from exploitation of the work

after the author’s death.

74. In countries which are party to the Berne Convention, and in many other countries, the
duration of copyright provided for by national law is, ageneral rule, the life of the author

and not less than 50 years after his death. The Berne Convention also establishes periods of
protection for works in respect of which the duration cannot be based on the life of a single
human author, for example, angnous, posthumous and cinematographic works. It should

be noted that a trend exists in certain national laws toward lengthening of the duration of
copyright. For example, a directive of the European Union requires that, as from

July 1, 1995, the durationf copyright under the national laws of the member States be fixed

at 70years following the death of the author.

Ownership and Exercisaf Copyright
75. The owner of copyright in a work is generally, at least in the first instance, the person

who created the workhat is to say, the author of the work. There are exceptions to this
general principle, including in the Berne Convention, which contains a set of rules for
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determining initial ownership of rights in cinematographic works (Articleiy Also,

certain national laws provide that, when a work is created by an author who is employed for
the purpose of creating that work, then the employer, not the author, is the owner of the
copyright in the work. As noted above, however, moral rigittgays belong to the individual
human author of the work, whoever may be the owner of economic rights.

76. The laws of many countries provide that, whoever is the initial owner of rights in a
work, all economic rights may be transferred (morahtgj being personal to the author, can
never be transferred). Transfers of copyright may take one of two forms: assignments and
licenses.

77. Under an assignment, the owner of rights transfers the right to authorize or prohibit
certain acts coved by one, several, or all rights under copyright. An assignment is a transfer
of a property right; thus, if all rights are assigned, the person to whom the rights were
assigned becomes the owner of copyright.

78. In some countries, an assignmi@f copyright is not legally possible, and only licensing

is allowed. Licensing means that the owner of the copyright remains the owner but authorizes
someone else to carry out certain acts covered by his economic rights, generally for a specific
periodof time and for a specific purpose. For example, the author of a novel may grant a
license to a publisher to make and distribute copies of his work, and, at the same time, he may
grant a license to a film producer to make a film based on the novelngeemay be

exclusive, which means that the owner of copyright agrees not to authorize any other person
to carry out the licensed acts, or nrerclusive, which means that the copyright owner may
authorize others to carry out the same acts. A licensekeialn assignment, does not

generally convey the right to authorize others to carry out acts covered by economic rights.

79. Licensing may also take the form of collective administration of rights. Under
collective administration, authors and atleevners of rights grant exclusive licenses to a

single entity, which acts on their behalf to grant authorizations, to collect and distribute
remuneration, to prevent and detect infringement of rights, and to seek remedies for
infringement. An advantage tauthors in authorizing collective administration lies in the fact
that, with multiple possibilities for unauthorized use of works resulting from new
technologies, a single body is capable of ensuring that mass uses take place on the basis of
authorizatims which are easily obtainable from a central source.

Enforcement oRights

80. The Berne Convention contains very few provisions concerning enforcement of rights,
but the evolution of new national and international enforcement standards Imedrbe®atic

in recent years, due to two principal factors. The first is the galloping advances in the
technological means for creation and use (both authorized and unauthorized) of protected
material, and in particular, digital technology, which makes#gble to transmit and make
perfect copies of any “information” existing in digital form, including works protected by
copyright, anywhere in the world. The second factor is the increasing economic importance
of the movement of goods and services praddiy intellectual property rights in the realm

of international trade; simply put, trade in products embodying intellectual property rights is
now a booming, worldwide business. The TRIPS Agreement contains detailed provisions on
the enforcement of righ, is ample evidence of this new link between intellectual property
and trade. The following paragraphs identify and summarize some of the enforcement



WIPO/REG/IP/GUZ/02/2(a)
pagel7

provisions found in recent national legislation, which may be divided into the following
categories: anservatory or provisional measures; civil remedies; criminal sanctions;
measures to be taken at the border; and measures, remedies and sanctions against abuses in
respect of technical devices.

81. Conservatory or provisional measurkave twopurposes: first, to prevent

infringements from occurring, particularly to prevent the entry of infringing goods into the
channels of commerce, including entry of imported goods after clearance by customs; and
second, to preserve relevant evidence in réga an alleged infringement. Thus, judicial
authorities may have the authority to order that provisional measures be carried out without
advance notice to the alleged infringer. In this way, the alleged infringer is prevented from
relocating the suspead infringing materials to avoid detection. The most common
provisional measure is a search of the premises of the alleged infringer and seizure of
suspected infringing goods, the equipment used to manufacture them, and all relevant
documents and otheecords of the alleged infringing business activities.

82. Civil remediescompensate the owner of rights for economic injury suffered because of
the infringement, usually in the form of monetary damages, and create an effective deterrent
to furtherinfringement, often in the form of a judicial order to destroy the infringing goods
and the materials and implements which have been predominantly used for producing them;
where there is a danger that infringing acts may be continued, the court magsalso

injunctions against such acts, failure to comply with which would subject the infringer to
payment of a fine.

83. Criminal sanctionsare intended to punish those who willfully commit acts of piracy of
copyright and related rights on a comrief scale, and, as in the case of civil remedies, to
deter further infringement. The purpose of punishment is served by the imposition of
substantial fines, and by sentences of imprisonment consistent with the level of penalties
applied for crimes of caesponding seriousness, particularly in cases of repeat offenses. The
purpose of deterrence is served by orders for the seizure, forfeiture and destruction of
infringing goods, as well as the materials and implements the predominant use of which has
beento commit the offense.

84. Measures to be taken at the bord®e different from the enforcement measures
described so far, in that they involve action by the customs authorities rather than by the
judicial authorities. Border measures allow thener of rights to apply to customs authorities
to suspend the release into circulation of goods which are suspected of infringing copyright.
The purpose of the suspension into circulation is to provide the owner of rights a reasonable
time to commence ficial proceedings against the suspected infringer, without the risk that
the alleged infringing goods will disappear into circulation following customs clearance. The
owner of rights must generally satisfy the customs authorities that thprama face

evidence of infringement, must provide a detailed description of the goods so that they may
be recognized, and must provide a security to indemnify the importer, the owner of the goods,
and the customs authorities in case the goods turn out to benfrimging.

85. The final category of enforcement provisions, which has achieved greater importance in
the advent of digital technology, includesasures, remedies and sanctions against abuses in
respect of technical meansn certain cases, the brpractical means of preventing copying is
through secalled “copyprotection” or “copymanagement” systems, which contain technical
devices that either prevent entirely the making of copies or make the quality of the copies so
poor that they are unusabl&@echnical devices are also used to prevent the reception of
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encrypted commercial television programs except with use of decoders. However, it is
technically possible to manufacture devices by means of which-paptgction and copy
management systenas well as encryption systems, may be circumvented. The theory
behind provisions against abuse of such devices is that their manufacture, importation and
distribution should be considered infringements of copyright to be sanctioned in ways similar
to other violations.

RELATED RIGHTS

86. This part is dedicated to the subject of what are also called “neighboring rights,” or
more correctly, “rights neighboring on copyright.” In the TRIPS Agreement, the expression
“related rights” is used to reféo the same rights. The purpose of related rights is to protect
the legal interests of certain persons and legal entities who either contribute to making works
available to the public or produce subject matter which, will not qualifying as “works” under
the copyright systems of all countries, express creativity or technical and organizational skill
sufficient to justify recognition of a copyrighike property right. The law of related rights
deems that the productions which result from the activitiesugh persons and entities are
deserving of legal protection in themselves, as they are “neighbors” to the protection of works
of authorship under copyright. Some laws make clear, however, that the exercise of related
rights should leave intact and in nawaffect the protection of copyright.

87. Traditionally, related rights have been granted to three categories of beneficiaries:
performers, producers of phonograms and broadcasting organizations. The rights of
performers are recognized becatiseir creative intervention is necessary to give life, for
example, to musical works, dramatic and choreographic works, and motion pictures, and
because they have a justifiable interest in legal protection of their individual interpretations.
The rights & producers of phonograms are recognized because their creative, financial and
organizational resources are necessary to make recorded sound available to the public in the
form of commercial phonograms, and because of their legitimate interest in haeiheptd
resources necessary to take action against unauthorized uses, whether it be through the
making and distribution of unauthorized copies (piracy) or in the form of unauthorized
broadcasting or communication to the public of their phonograms. Lileuhe rights of
broadcasting organizations are recognized because of their role in making works available to
the public, and in light of their justified interest in controlling the transmission and
retransmission of their broadcasts.

88. The fird organized international response to the need for legal protection of the three
categories of related rights beneficiaries was the conclusion, in 1961, of the Rome
Convention, or more specifically, the “International Convention for the Protection of
Perfamers, Producers of Phonograms and Broadcasting Organizations.” Unlike most
international conventions, which follow in the wake of national legislation and are intended to
synthesize existing laws, the Rome Convention was an attempt to establish intehati
regulations in a new field where few national laws existed at the time. This meant that most
States would have to draft and enact laws before adhering to the Convention. Since the
adoption of the Convention in 1961, a large number of States haigtdtagl in matters

related to the Convention, and a number of others are considering such legislation; indeed,
the laws of many such States exceed the minimum levels of protection established by the
Convention. While there is a widespread view that tug-of-date and in need of revision or
replacement by a new set of international norms in the field of related rights, the Rome
Convention remains the international benchmark for protection in this field: for example, the
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European Union has required tlakits Member States adhere to the Convention, and it was
the basis for inclusion of provisions on the rights of performers, producers of phonograms and
broadcasting organizations in the TRIPS Agreement (even though the levels of protection are
not the ame).

89. The rights granted to the three beneficiaries of related rights in national laws are as
follows, although not all rights may be granted in the same |IBerformersare provided the
rights to prevent fixation (recording), broadcastingl@ommunication to the public of their

live performances without their consent, and the right to prevent reproduction of fixations of
their performances under certain circumstances; the rights in respect of broadcasting and
communication to the public maye in the form of equitable remuneration rather than a right
to prevent. Due to the personal nature of their creations, some national laws also grant
performers moral rights, which may be exercised to prevent unauthorized uses of their name
and image, omodifications to their performances which present them in an unfavorable light.
Producers of phonogranmese granted the rights to authorize or prohibit reproduction,
importation and distribution of their phonograms and copies thereof, and the rightitaldg
remuneration for broadcasting and communication to the public of phonograms.
Broadcastingorganizationsare provided the rights to authorize or prohibit rebroadcasting,
fixation and reproduction of their broadcasts. Under some laws, additigms mre granted:

for example, in the countries of the European Union, producers of phonograms and
performers are granted a right of rental in respect of phonograms (and, in respect of
performers, audiovisual works), and some countries grant specifits royler cable
transmissions. Under the TRIPS Agreement, likewise, producers of phonograms (as well as
any other right holders in phonograms under national law) are granted a right of rental.

90. Asinthe case of copyright, the Rome Conventiod aational laws contain limitations
on rights allowing, for example, private use, use of short excerpts in connection with the
reporting of current events, and use for teaching or scientific research, of protected
performances, phonograms, and broadcaStsne countries allow the same kinds of
limitations on related rights as their laws provide in connection with protection of copyright,
including the possibility of noivoluntary licenses.

91. The duration of protection of related rights under R@me Convention is 2@ears from

the end of the year (1) the fixation (recording) is made, in the case of phonograms and
performances included in phonograms; (2) the performance took place, as regards
performances not incorporated in phonograms; otl{8)oroadcast took place, for

broadcasts. Inthe TRIPS Agreement, the rights of performers and producers of phonograms
are to be protected for 50 years from the date of the fixation or the performance, and the rights
of broadcasting organizations for 28ars from the date of the broadcast. Itis to be noted that
many national laws which protect related rights grant a longer term than the minimal
contained in the Rome Convention.

92. Interms of enforcement of rights, remedies for infringementiolation of related

rights are, in general, similar to those available to owners of copyright described above,
namely, conservatory or provisional measures; civil remedies; criminal sanctions; measures
to be taken at the border; and measures, rersaid sanctions against abuses in respect of
technical devices.

93. Finally, a word should be said concerning the relationship between the protection of
related rights and the interests of developing countries. The largely unwritten and undecorde
cultural expression of many developing countries, generally known as folklore, may be
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protected under related rights as performances, since it is often through the intervention of
performers that they are communicated to the public. By providing retagbts protection,
developing countries may also provide a means for protection of the vast, ancient and
invaluable cultural expression which is a metaphor for their own existence and identity,
indeed, the essence of what separates each culture froeigtsaors across the frontier or
across the world. Likewise, protection of producers of phonograms and broadcasting
organizations helps to establish the foundation for national industries capable of disseminating
national cultural expression within the atwy and, perhaps more important, in markets

outside it; the enormous current popularity of what is called “world music” demonstrates that
such markets exist, but it is not always the case that the economic benefits from the
exploitation of such marketgturn to the country where the cultural expressions originated.

In sum, protection of related rights may serve the twin objectives of preserving national
culture and providing a means for commercially meaningful exploitation of international
markets.

94. The interest of developing countries in the protection of related rights goes beyond the
protection of folklore, and into the realm of international trade and development. Today, the
extent to which a country protects intellectual property righiacreasingly and inextricably
bound together with the range of possibilities available to that country to benefit from rapidly
expanding levels of international trade in goods and services protected by such rights. As an
example, the “convergence” tdlecommunications and computer infrastructures, referred to
above, will result in international investment in many sectors of develepouptry

economies, including but by no means limited to intellectual property, and those countries
with poor records ancerning, or a lack of political commitment to, the protection of
intellectual property rights will simply be left out of the picture. Protection of related rights,
thus, has become part of a much larger picture, and is a necessary precondition to
partidpation in the emerging system of international trade and investment that will
characterize the 21st century.

PRACTICAL IP ISSUESN DEVELOPING A BUSINESS PLAN FOR A HIGHTECH
ENTERPRISE

95. Intellectual property (IP) is an important asset of ésiness, especially a higach
business in a knowledggdriven, competitive environment for business. In this age of
information and communication technologies, and especially in high technology or
technologyenabled industries, a company is worth ascinas the intellectual property that it

has properly protected, managed and leveraged as part of its overall busines strategy. Much
before creating a web site or advertising a business, an entrepreneur should consult with an
intellectual property attorryeto ensure that his/her initial investment is protected and that all
necessary and useful intellectual property interests are asserted and properly managed. In
fact, a clear focus on IP issues should begin with the business plan itself.

96. Thefollowing list is an overview of the key points/questions relating to IP that must be
considered while preparing a business plan, especially for setting up-aduiglenterprise, be
it in an incubator or outside it.

(a) How important are IP assets te@ethuccess of your enterprise/business?

- Is your enterprise/business dependent for its commercial success on IP assets, whether
owned or licensedWill the new product or process provide a unique competitive
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advantage and associated barrier to entryémpetitors? What is the value

proposition? What problem are you solving and why is the product worth purchasing? Is
the product or service scalable? Will it revolutionize an industry? Can the Intellectual
Property be secured, providing additional difntiation and competitive barrier to

entry? In other word, is your business strategy linked to or based on your IP strategy?

On what types of IP assets is it dependent? Give a complete list of such assets and
describe, for example, the scope andigtaf any patents that have been filed/granted,
and the extent to which the business relies on kihmw and the steps that will be taken
to protect it;

What competitive advantage does your IP assets provide to your enterprise/business?
Assess how IPdds value to your customers and contributes to your competitive edge.

To do so, consider all patents, industrial designs, trademarks, trade names, geographical
indications, domain names, copyright and related rights, and trade secrets that you own
or are Icensed to use.

(b) How do you plan to protect your IP?

What kind of intellectual property protection can or should you sé&kyour patents,
trademarks and industrial designs go far enough to protect those aspects which
determine your business’ suss?

If you commercialize your IP (regardless whethehmuse or with a partner), do you
have arrangements maintaining the confidentiality of your IP?

If you commercialize your IP (regardless whethehimuse or with a partner), do you
have arrangenm¢s securing the ownership of your IP?

If you outsource a part of your business activities, do you have contracts in place that
ensure your IP rights over the outsourced work and prohibit others from taking
advantage or commercializing your product witih your prior agreement?

What protectable trade secrets and confidential business information do you have?
(See Annex: Checklist for the identification of potential trade secrets)

To what extent is your secret information known outside your busfhes

To what extent is your secret information known by those involved in your business?
What measures are taken or planned to guard the secrecy of the information?

What is the value of your secret information to your business or to your comgetitor

How easy or difficult is it for others to properly acquire or duplicate the secret
information?

(c) What is the status of your IP portfolio?

When was your IP created?
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- Who created it?

- Is it registrable? For example, trade names and traglesrare also very important for
high tech enterprise. In fact, many entrepreneurs spend a great deal of time and money
creating awareness of a trade name or trademark only to learn too late that someone else
has the prior legal right to use that namedgmark. You may hire a service to conduct
a search to be sure the name or the trademark (or a deceptively similar one) that you
propose to use is not already being used or owned by someone else in the domestic or
export markets of interest to you.

- If so, is it registered? Does it need to be renewed? If yes, then when is it due for
renewal? For example, have you registered or plan to register your business name and
trademark(s)/service mark(s) with the appropriate government agency?

- To what extend igour IP currently being used, is potentially useful, or of no use to
your business?

- What other intangible assets do you have?
Consider franchises, licenses, distribution agreements, publishing rights, covenants not
to compete, secret information, vallalsustomer lists, information databases,
computer systems software, core technology, kinmw, marketing profile,
management expertise, distribution network, technical skills, etc.

(d) Do you know enough/all about your competitor’s IP strategies anaitfgtios?

- Have you conducted appropriate IP searches (such as Patent, Trademark, and/or Design
search) at the appropriate times?

Do you gather or plan to use IP Information/databases for obtaining competitive
intelligence on your competitors? Bgarching patent, trademark and design registers,
you can gain detailed technical information about a competitor’s operations and
products. You can use this information to assess whether there is likely to be a market
for your products/services. In additioan IP search allows you to verify whether you

can protect your IP, whether you are infringing another party’s IP and whether others
are already infringing your IP.

- Are there any barriers to entry your competitor’'s market, e.g., patents, customey,loyal
investment, etc.?

(e) Do you own all IP that you need, or do you have to rely partly or wholly on IP assets
owned by others?

- Do you own the IP you are using? Can you prove it? Do you have the contracts and
other proof that a court of law woul@quire? Identify any potential thireparty claims
on your IP (for example, industrial sponsors or contract research clients)

- Do you have signed agreements with key personnel, contractors, consultants or other
external suppliers which assign any IPytgevelop when working for you, to your
business? For example, if you used external contractors to write and design your
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marketing and promotional material, did their contracts specify who owned the IP that
was created?

Indicate whether access will lbequired to third party IP in order to exploit your idea.
Have you been granted the license(s) you need for the use of IP, which is not owned
directly?

() Do you have an IP policy and IP strategy for your enterprise/business?

How do you currently marge your IP assets?
What plans do you have in place to commercialize your IP assets?

Do you have a special marketing strategy? Do you plan to export? If so, have you used
or plan to use a regional or international filing mechanism (of WIPO) foeftat
Trademark or Design applications?

Have you assessed or plan to assess the potential to commercialize some or all of your
IP assets partly or wholly through licensing and/or selling them?

Is your IP policy and strategy adequate? Review it froouaent and future
perspective, and assess against benchmarks. Have you conducted or plan to cenduct in
house and/or an independent IP audit periodically?

How far have you considered taxation and incentives issues associated with the
commercializatiorof your IP? There may be taxatioelated requisites (such as
registering) to the commercialization of IP. The taxation treatment of
revenues/expenses resulting from the commercialization of your IP can differ widely
from the accounting treatment. Theray be government financial assistance measures
associated with IP and its commercialization.

Do you have a staff education program that covers the management and protection of
your IP assets? In particular, have you included or plan to include &emtiality/non
disclosure clause and a neompete clause in the employment/hiring agreement with
some or all of your employees?

Do you plan to use your IP assets as security or collateral for a loan, or to create a
tradable security in the securitiesarket?

Has valuation been done of your IP assets? If so, by whom, how and when? Will this be
repeated periodically? Was this dandependently? If so, by whom? Provide details.

[End of document; Annex follows]
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Annex: Checklist for the Iddification of Potential Trade Secrets
(Resource: WHAT IS A TRADE SECRET? TRADE SECRET AUDITS: PART ONE, R.

Mark Halligan, Esg.mhallign@execpc.corhttp://seamless.com/trade/feedback.html
http://seamless.com/trade/feedback.html

A. Technical Information/Research & Development

Proprietary Technology Information

Proprietary Information Coneeing Research and Development
Formulas

Compounds

Prototypes

Processes

Laboratory Notebooks

Experiments and Experimental Data

Analytical Data

Calculations

Drawings- All Types

Diagrams- All Types

Design Data and Design Manuals

Vendor/Supplier Information

R & D Reports- All Types

R & D Know-How and Negative KnowHow (i.e., what does not work)

B. Production/Process Information

Cost/Price Data

Proprietary Information Concerning Production/Processes
Special Production Machinery

Process/Manufacturing Techiogy

Specifications for Production Processes and Machinery
Production KnowHow & Negative KnowHow

C. Vendor/Supplier Information

Vendor/Supplier Information
Cost/Price Data

D. Quality Control Information

Information Concerning Quality Control
Quality Control Procedures

Quality Control Manuals

Quality Control Records

Maintenance KnowHow & Negative KnowHow
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E. Sales & Marketing Information

Proprietary Information Concerning Sales & Marketing

Sales Forecasts

Marketing And Sales Promotion Plans

SalesCall Reports

Competitive Intelligence Information

Proprietary Information Concerning Customers

Proprietary Customer Lists

Customer Needs And Buying Habits

Know-How Concerning The Management Of Customer Confidence
Proprietary Sales And Marketing StudiesddReports

F. Internal Financial Information

Proprietary Financial Information
Internal Financial Documents
Budgets

Forecasts

Computer Printouts

Product Margins

Product Costs

Operating Reports

Profit And Loss Statements
Proprietary Administrative Informatn

G. Internal Administrative Information

Internal Organization

Key Decision Makers
Strategic Business Plans
Internal Computer Software

[End of Annex and of document]



