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Brexit a shock to the Unitary Patent Package

In spring 2016 the Unified Patent Court (UPC) was well on its way to open up in late spring 2017.
Court buildings were already rented in a number of cities, including the facilities for the Court of
Appeal in Luxemburg. The Protocol, signed on October 1%, 2015, allowed for a provisional application
period which would enable the Administrative Committee to start its work, including the
appointment and training of the UPC judges. The case management system was still under
development, but well on its way and the Rules of Procedure were almost finished.

And then there was the Brexit referendum in the United Kingdom, creating a period of uncertainty
and even chaos. However, those who had been working on the creation of the UPC and the Unitary
Patent immediately started working on finding solutions, either by keeping the UK on board or, if
need to be, continuing without the UK. In the months that followed many published their views
online and the safe approach according to many seemed to be that the system would be slowed
down considerably, severely handicapped or even dead. | never shared that approach and preferred
focusing on assisting in finding a solution. Fortunately, there were also some very interesting
publications and presentations, especially from Prof. Tilmann and prof. Ohly, and later on the
Gordon-Pascoe opinion, that focused on a solid legal basis for a long-term solution. There were many
discussions at seminars and conferences and of course there was a lot of silent diplomacy.

The wonderful news of 28 November

On Monday 28 November the decision of the United Kingdom was made public during the meeting
of the Competitiveness Council of the European Union. It officially reads:

“The UK government has confirmed it is proceeding with preparations to ratify the Unified
Patent Court Agreement. (...) But the decision to proceed with ratification should not be seen as
pre-empting the UK’s objectives or position in the forthcoming negotiations with the EU.
Following the announcement today, the UK will continue with preparations for ratification over
the coming months. It will be working with the Preparatory Committee to bring the Unified
Patent Court (UPC) into operation as soon as possible. The UPC itself is not an EU institution, it
is an international patent court. The judiciary appointed include UK judges.”

There is a series of messages in this short text. The UK is not limiting itself in any way in taking
positons during the upcoming Brexit negotiations; it remains completely free to cut free from the ties
of the EU. Ratification cannot be seen as joining a new EU institution, since the Unified Patent Court
is not an EU institution, it is an independent court, based on an international treaty. Judges from the
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UK will be appointed on this court, so they will play an important role in building its case law. The UK
will continue its preparations to ratify, but the objective is to bring the court into operation as soon
as possible, which means the UK will deposit its instrument of ratification soon.

Of course, there are good reasons to go ahead with this project. Focusing on the interests of the UK,
its government said:

“Under the new regime, businesses will be able to protect and enforce their patent rights
across Europe in a more streamlined way - with a single patent and through a single patent
court. The court will make it easier for British businesses to protect their ideas and inventions
from being illegally copied by companies in other countries. The new system will provide an
option for businesses that need to protect their inventions across Europe. The UK has been
working with partners in Europe to develop this option.”

At the press conference of the Competitiveness Council Commissioner Biertkowska said that this is
very good news for the industry and that we have been waiting for this for almost 40 years — not for
the UK, but for a Unitary Patent and a court at European level.

In preparation of the Council meeting a letter was sent by Belgium, The Netherlands, Luxemburg and
Sweden to urge for a fast solution. This was supported by a number of other Member States,
including Germany. Thus, there seems to be consensus that a Unified Patent Court and a Unitary
Patent in which as many European countries as possible participate is good for European industry
and for the protection of innovation in Europe. Many NGO’s had expressed the same view ever since
the Brexit referendum. Obviously, the members of the Competitiveness Council who have
contributed to give the UK sufficient comfort to be able to take this position have not focused only
on the short term until the actual departure of the UK from the EU, but have taken the long-term
situation into account. Naturally, there is no public statement on this, but it can be assumed to be
part of the silent diplomacy that produced this result. Therefore, it seems likely that these EU
Member States will not oppose the international law approach that will be described below.

A solution for now, but what about the long term?

The short-term legal situation seems to be easy. The UK is still a member of the European Union and
will continue to be so for the next years. The notification under Article 50 of the Treaty on European
Union (TEU) will probably not be sent to the European Council before next spring and then it will
start a two years period of negotiations on a withdrawal agreement. In the meantime, on 3
November 2016, the High Court of Justice issued its judgment on the question whether the Article 50
notification should be an Act of Parliament, finding in favour of the plaintiffs.> Accordingly, the
Secretary of State does not have power to give such notification. A direct appeal to the Supreme
Court will be heard early December and a judgment is expected shortly afterwards.

Until now 11 Contracting Member States have ratified the UPCA. In addition, Italy, Lithuania and
Slovenia have finalized their ratification procedure and are ready to deposit. Germany should be
ready within a couple of months. Add the UK ratification to this, and UPCA will enter into force and
so will the Unitary Patent Regulation (UPR). Prior to that the Protocol will enter into force, allowing
for the provisional application period. The idea has always been that this should last for about 6
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months, inter alia allowing for the appointment of UPC judges and the subsequent educational
program, which is ready to be deployed. It includes elearning tools, seminars and mock trials. At the
EPLAW Congress on Friday 25 November it was announced that there will even be a hard copy book
version of the elearning tools. The UPC could then open up for business in the second half of 2017,
while at the same time the possibility to apply for unitary effect of a European patent (for patents
granted as of then) would come to life. Commissioner Bienkowska even said optimistically that
Unitary Patents would become available early 2017, but the start will more realistically be towards
the end of 2017.

Obviously, at that point in time, the UK will still be a member of the EU, so everything will go ahead
as planned at least until the actual Brexit date (if and when that happens). Of course, as the UK
government pointed out, the UPC is not an EU institution. The UPR however is, as on the one hand it
is based on Article 118 of the Treaty on the Functioning of the European Union (TFEU), although on
the other hand it is based on Article 142 of the European Patent Convention (EPC).

For traditional European patents, claimants will have the choice to go either to the UPC or to the
national courts for at least 7, but more likely 14 years. During that transitional period British
companies can even opt out their traditional European patents from the jurisdiction of the UPC, with
effect for the lifetime of that patent, so the actual effect on the sovereignty of the British courts is
limited, although that does not apply to defendants who are sued in the UPC. But this was all part of
the deal and the UK played an important role in the creation of the new system.

The big issue of course is what will happen when the Brexit becomes a fact and the UK actually leaves
the EU. Some interesting thoughts on this have been developed over the last months. Let’s first take
a look at the UPC before turning to the Unitary Patent.

The UK’s participation in the Unified Patent Court Agreement after Brexit

The first question is whether the UK would be forced to leave the UPCA when it leaves the EU.
According to Prof. Tilman and prof. Ohly this is governed by the Vienna Convention on the Law of
Treaties (VCLT).? That was also discussed at the EPLAW Congress on 25 November 2016.

The UPC Agreement contains no provisions on termination of the Agreement or termination of the
membership of a Contracting Member State, like the TEU does. Of course, it can be argued that
Article 2 under (b) requires that a Member States as meant in the UPCA is a Member State of the
European Union, meaning that Contracting Member States should be a Member State of the EU, but
that in itself is not convincing if the UPCA doesn’t attach any consequences to this definition.
However, there are some provisions in the UPCA that do seem to refer to this status of the
Contracting Member States, especially:

Article 22(1):

The Contracting Member States are jointly and severally liable for damage resulting from an
infringement of Union law by the Court of Appeal, in accordance with Union law concerning
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non-contractual liability of Member States for damage caused by their national courts
breaching Union law.

Article 23:

Actions of the Court are directly attributable to each Contracting Member State individually,
including for the purposes of Articles 258, 259 and 260 TFEU, and to all Contracting Member
States collectively.

Article 84(1):

This Agreement shall be open for signature by any Member State on 19 February 2013.
Article 84(4):

This Agreement shall be open to accession by any Member State.

Article 84 only requires that a Contracting Member State that joined the agreement on its initial
signing date, 19 February 2013, should be an EU Member State at that point, which the UK was and
still is. In addition, Article 84(4) provides that afterwards only EU Member States can join the UPCA.
This makes it all the more remarkable that there are no provisions on termination, which apparently
was not something that the Contracting Member States would ever want to happen.

The VCLT provides further clarity on the issue. Two EU Member States are not a party to the VCLT:
France and Romania. However, the VCLT is assumed to form the codification of unwritten principles
of international law, to which France and Romania are not expected to oppose. It can be assumed
that at least France was fully aware of this in the weeks leading up to the 28 November meeting and
apparently the UK felt that there was enough comfort given to go ahead with the ratification. It must
be assumed that all key players have seen the comments on the effect of the Vienna Convention on
the current situation.

Article 56(1) VCLT provides:

“A treaty which contains no provision regarding its termination and which does not provide for
denunciation or withdrawal is not subject to denunciation or withdrawal unless:

(a) It is established that the parties intended to admit the possibility of denunciation or
withdrawal; or

(b) A right of denunciation or withdrawal may be implied by the nature of the treaty.”

Neither is the case for the UPCA. There is no sign of such an intention of the parties. To the contrary,
the clear intention was to achieve a permanent solution for the shortcomings of the European patent
system. Obviously, the nature of the treaty is an instrument to establish a permanent international
court, well beyond a transitional period that has been envisaged to last 14 years. There is no
implication that a possibility of withdrawal within just 2 or 3 years after the establishment of the
court was intended.

Article 60 VCLT provides that the parties to an agreement can suspend or terminate the operation of
the treaty in case of a material breach by another party. Such material breach occurs if:

(a) A repudiation of the treaty not sanctioned by the present Convention; or

(b) The violation of a provision essential to the accomplishment of the object or purpose of the
treaty.



Is it essential for the accomplishment of the object or purpose of the UPCA that the UK remains a
Member State of the EU? These purposes are listed in the recitals of the UPCA, which inter alia
provide:

CONSIDERING that the fragmented market for patents and the significant variations between
national court systems are detrimental for innovation, in particular for small and medium-sized
enterprises which have difficulties to enforce their patents and to defend themselves against
unfounded claims and claims relating to patents which should be revoked;

WISHING to improve the enforcement of patents and the defence against unfounded claims
and patents which should be revoked and to enhance legal certainty by setting up a Unified
Patent Court for litigation relating to the infringement and validity of patents;

CONSIDERING that the Unified Patent Court should be devised to ensure expeditious and high
quality decisions, striking a fair balance between the interests of right holders and other parties
and taking into account the need for proportionality and flexibility;

CONSIDERING that the Unified Patent Court should be a court common to the Contracting
Member States and thus part of their judicial system, with exclusive competence in respect of
European patents with unitary effect and European patents granted under the provisions of the
EPC.

Remarkably, the EU is not even mentioned in these purposes, only the EPC is. Of course, the recitals
also contain considerations with regard to the primacy of EU law, which | will deal with further
below, where | will show that these can be met anyway. Thus, the UK leaving the EU cannot be
considered to be a material breach of the UPCA as defined in Article 60 VCLT in the light of the
purposes of the UPCA, as it does not block achieving these purposes if the UK remains a party to the
UPCA, quite to the contrary.

A further question that relates both to Article 60 VCLT as well as to Article 4(3) TEU (the principle of
sincere cooperation), Article 20 TEU, Article 2 TFEU and Article 118 TFEU is whether the UPC will still
meet the conditions of Articles 20 — 23 and 24(1)(a) UPCA, which provide for the primacy of EU law,
as further explained in the recitals of the UPCA. This raises the question whether a UPC in which the
UK continues to participate after having left the EU still meets the conditions as set out in opinion
01/09 of the Court of Justice of the European Union (CJEU).? This opinion has often been represented
as requiring that only EU Member States participate in the UPC, but Gordon and Pascoe,’ as well as
Tilmann and Ohly have shown clearly that this is not the case. Basically, the opinion boils down to
three conditions: (1) the primacy — or full effectiveness, as the CJEU calls it - of EU law should be
respected, (2) there should be an obligation to refer questions on the correct interpretation of EU
law to the CJEU and (3) the EU Member States should be liable for any violation of EU law. All of this
is guaranteed in the UPCA, to which the UPC itself of course remains bound.

The obligation of Article 267 TFEU to refer questions to the CJEU is upon the courts of the EU
Member States. Article 21 UPCA has imposed the same obligation on the UPC as a court common the
Member States, “as any national court”. The fact that one Contracting Member State no longer is an
EU Member State will not change this. The UPC will indeed give full effect to EU law according to
Article 20 and 24(1)(a) UPCA. If the UK remains a Contracting Member State, it thereby accepts that

4 Opinion 1/09 of the Court (Full Court) of 8 March 2011
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this is also the case if a judgment is rendered that has effect on the UK territory or on UK based
parties to the litigation, just like it will have excepted this when it ratifies the UPCA prior to leaving
the UK. Actually, it is expected that the UK will want to have an agreement on jurisdiction,
recognition and enforcement of judgments with the EU, comparable to the Lugano Convention,
which will provide the same effect on UK territory and UK based companies for judgments from
national courts based in the EU Member States; those judgments will then be enforceable within the
UK. When the UPC refers a question to the CJEU after the UK has left the EU, it will in fact do so on
behalf of up to 23 EU Member States for which it has jurisdiction, so there is not really a reason why
this would be a problem under EU law. | don’t see how the CJEU could refuse such references.

Similarly, those 23 EU Member States will be jointly liable for violations of EU law under Article 22
UPCA. This liability will be decided “in accordance with Union law concerning non-contractual liability
of Member States for damage caused by their national courts breaching Union law”, meaning that
the UK basically submits to the application of this rule of international law. The liability itself rests on
the Contracting Member States, which is not strictly limited to EU Member States. Apparently there
is an intentional, or at least useful difference between the use of the terms “Member States” and
“Contracting Member States” within this same provision. Article 23 states that liability is provided
“including for the purposes of Articles 258, 259 and 260 TFEU”, but it is not limited to those purposes
and may therefore also extend to a Contracting Member State that is not bound by the TFEU. In fact,
Article 22 and 23 UPCA mean that next to EU Member States, even a non-EU Member State will be
liable for violations of EU law.

However, although the provisions on liability may be necessary for compliance with EU law, their
practical effect should not be exaggerated. After all, such liability can only arise if the UPC, which is a
highly specialized international court that is thoroughly aware of the impact of EU law on patent law,
would disregard EU law, not seek the interpretation by the CJEU and create damage to a party to the
litigation. This is highly unlikely to happen and if it does, the Contracting Member States will no
doubt be willing to compensate for such damages.

Tilmann has pointed out that during the transitional period the UK national courts can also decide
patent cases and in doing so are not bound by EU law after the UK has left the EU. However, it should
be borne in mind that this cannot relate to Unitary Patents, as these are within the exclusive
jurisdiction of the UPC. With regard to traditional European patents it is a very common situation
that EU law is not applied; that goes for the courts of 10 of the 38 EPC Member States. Now, a patent
case may be litigated in the UK courts during the transitional period after the UK has left the EU
because it has no impact whatsoever outside the UK. In that case it’s not a real problem that no
question is referred to the CJEU. On the other hand, if this is a case with an impact across at least a
part of Europe, in practice there will be parallel litigation either in a national court of an EU Member
State or in the UPC and in that case relevant questions will be referred to the CJEU. It is then for the
UK courts to decide to follow that or not, but if they don’t that is in no way a violation of EU law.

As | understand, following opinion 01/09 the EU Member States in negotiating the UPCA took the
safest way by deciding that only EU Member States could join instead of strictly following the rules
set by the CJEU. At that time, no Brexit could be expected, but | have heard comments saying that
looking back, it would have been better not to go any further than was actually required by opinion
01/09. That would have prevented speculation that a Contracting Member State could not remain
party to the UPCA when it leaves the EU.

In conclusion, in my view no changes to the UPCA are required when the UK ratifies it and also no
changes are required when the UK later on leaves the EU. If any changes would need to be made,



they would be of a rather technical nature and this would certainly fall within the competence of the
Administrative Committee under Article 87(2) UPCA to bring the UPCA in line with EU law.

| also see no reason why the EU itself should join the UPCA, as some have said, including Gordon and
Pascoe. Tilmann has said in a position paper — for which | unfortunately have no public source of
publication — that this is based on the misconception that the London Local Division and the London
seat of the Central Division would somehow be UK courts, which they are clearly not; they are still
part of the UPC, an international court that respects the primacy of EU law. Indeed | fully agree that
there is no requirement for the EU to become a party to the UPCA and actually that would be
contrary to the intention of the Contracting Member States, as is apparent from the history of the
UPCA.

The UK’s participation in the Unitary Patent after Brexit

And what about the Unitary Patent? Will it be able to cover the UK after Brexit? The UPR is a
Regulation on enhanced cooperation between EU Member States, based on Article 20 TEU, Article
118 TFEU and Article 142 EPC. It is clear that currently participation in such enhanced cooperation is
limited to EU Member States, meaning that in theory a Unitary Patent would no longer cover the
territory of the UK when the UK leaves the EU.

If nothing is done about this, the practical effect would be the following. Upon Brexit, the unitary
effect would cease for the UK. It is then for UK national law to provide for a conversion into a
national UK part of a traditional European patent. Normally, national validation has to be done within
a short time from grant of the European patent, but this can create a problem in any case where
unitary effect is refused by the European Patent Office, which may later on be confirmed by the UPC.
Contracting Member States are therefore considering to include conversion provisions in their UPC
implementation laws to cover this situation and the UK could do the same for the effect of Brexit.
The result would be that a Unitary Patent would remain in force for 24 Contracting Member States
and be converted into a UK national bundle patent for the UK. However, both could still be litigated
in the UPC, as discussed above. Of course, there would be an extra maintenance fee for the UK and
the Unitary Patent would cover less consumers for the same price, which is also bad.

Thus, a solution needs to be created to enable the Unitary Patent to cover the UK after Brexit. In fact,
there is a legal obligation to do this. Article 21(1) TEU provides:

“The Union's action on the international scene shall be guided by the principles which have
inspired its own creation, development and enlargement, and which it seeks to advance in the
wider world: democracy, the rule of law, the universality and indivisibility of human rights and
fundamental freedoms, respect for human dignity, the principles of equality and solidarity, and
respect for the principles of the United Nations Charter and international law.”

A Unitary Patent is a property right. The EU is a Member State of the TRIPs Agreement and therefore
has to provide for patent protection for inventions. But the real issue is Article 17 of the EU’s own
Charter of Fundamental Rights of the European Union,® “solemnly proclaimed” by The European
Parliament, the Council and the Commission, which reads:

“Right to property
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1. Everyone has the right to own, use, dispose of and bequeath his or her lawfully acquired
possessions. No one may be deprived of his or her possessions, except in the public interest and
in the cases and under the conditions provided for by law, subject to fair compensation being
paid in good time for their loss. The use of property may be regulated by law in so far as is
necessary for the general interest.

2. Intellectual property shall be protected.”

Article 51 provides that the provisions of the Charter are inter alia addressed to the institutions and
bodies of the EU. Therefore, proprietors of Unitary Patents can claim that the EU needs to protect
the scope of their property by providing for a solution for the Brexit issue.

Fortunately, this can indeed be done. Article 142 EPC allows for unitary protection for any EPC
Member State, regardless of whether they are an EU Member State. Tilmann has proposed that an
extension of unitary effect to the UK could be achieved by way of a protocol to the UPCA on the basis
of Article 142 EPC. In that case, the EU should not object to this as Tilmann says, but | would like to
add that the EU should certainly not object in view of the Charter.

But the better solution would probably be to include this in the UK exit agreement under Article 50
TEU. That would certainly be sufficient and indeed such a solution is not needed before Brexit
becomes effective, so this would allow for a seamless transition. Since the UPC would retain
exclusive jurisdiction for such Unitary Patents, all conditions of opinion 01/09 would be guaranteed.
If this solution would then be tested before the CJEU, that EU institution would of course also be
bound by the Charter, so this is a safe way to solve the problem of the Unitary Patent.

Any other issues?

In view of the above it is clear that the UPC and the Unitary Patent can start as soon as the UK has
ratified the UPC Agreement. In case of the actual Brexit, probably no changes to the UPCA are
required and if any are, this can be accomplished by the Administrative Committee under Article 87
UPCA. Maintaining protection for the UK under the Unitary Patent after Brexit becomes effective
does require some additional measures, but due to the Charter of Fundamental Rights of the
European Union, the EU institutions are obliged to provide for this. However, that pressure will
probably not be necessary, since including the UK in the Unitary Patent is also in the interest of the
EU, the EU Member States and the European industry.

That leaves one outstanding issue: upon Brexit the Brussels | Regulation will cease to have effect for
the UK, including the new Article 71a, which determines that a court common to several Member
States is also deemed to be a court of each of those Member States. This will need to be solved in an
Agreement between the EU and the UK similar to the Lugano Convention. Of course, this may also be
incorporated in the UK Exit Agreement; indeed it will only be needed when Brexit takes effect.

So, my overall conclusion is that the UPC and the Unitary Patent indeed are back on track and that
providing a long-term solution isn’t even that complicated. | am certainly looking forward to
representing my clients before a UPC panel in the near future and | do believe that the new system
will help in giving Europe a new competitive edge over other regions in the world.



