Dear Sirs,  

We refer to your letter of March 9, 2006 where you encouraged rightholders to work with the Russian government to revise Part IV of the Civil Code. All intellectual property is important to us but the protection of trade marks and the regulation of unfair competition is particularly important. 

We have reviewed the draft Part IV of the Civil Code (the "Draft") and would like to provide you with our comments and proposals.

Without question, one can only applaud the authors' attempts to codify the legal regulation of relationships in the field of intellectual property. Moreover, the authors have strived to fill the current legal vacuum surrounding regulation of such legal institutions as trade names and know-how. To a significant degree the draft takes into account experience in intellectual property regulation accumulated over the last 15 years.

However, we also found certain aspects evoked serious concerns.

First and foremost, it is troubling that the general public, rightholders and intellectual property specialists were denied any input into the preparation and drafting of the document. While unfortunately we were not given enough time to analyse the draft in detail, we would nevertheless draw your attention to the following points.

As you are most likely aware, Rospatent in conjunction with industrial property specialists has prepared proposals on amending the Patent Law and the Law on Trademarks. The need for such amendments has grown in recent years, and the proposals were developed on the basis of the practice of applying the law in this field. It would seem reasonable for these proposals to be reflected in the Draft.

The Draft should also be amended so as to conform with international treaties already ratified by the Russian Federation. The Paris Convention for the Protection of Industrial Property of 20 March 1883 is one of the main international agreements regulating intellectual property, yet certain provisions of the Draft are inconsistent with it.

For example, according to paragraph 1 of Chapter 76 of the Draft, the exclusive right to a trade name arises on the date of a legal entity's state registration and terminates upon de‑registration of the trade name from the unified state register. This provision, however, contradicts Article 8 of the Paris Convention, which establishes that trade names are protected in all countries of the Union without the obligation of filing or registration.

Furthermore, the Paris Convention in Article 1 stipulates that protection of industrial property has as its object patents, utility models, industrial designs, trademarks, service marks, trade names, indications of source or appellations of origin, and the repression of unfair competition. The Draft, however, does not contain any rules on repression of unfair competition Since the Draft's authors set themselves the objective of codifying all legal rules relating to intellectual property, it would seem only reasonable to include rules in Part IV of the Civil Code regulating  repression of unfair competition.

At the same time the Draft contains provisions regulating such new objects as commercial designations and domain names. We are of the view that fundamentally a "commercial designation" is a trademark or service mark that is protected without registration. The only way these objects differ is that rights to a commercial designation can only be transferred as part of a company. In addition, we believe the current definitions of a commercial designation and of an exclusive right to a commercial designation in Articles 1536 and 1537 are overly general and vaguely worded, enabling them to be interpreted too broadly. Paragraph 4 of Chapter 76 of the Draft for all intents and purposes introduces protection of trademarks and service marks without registration, which goes against the entire existing structure through which means of individualisation are protected in Russia. Introduction of the term "commercial designation" was likely necessitated by the fact that this term is mentioned in Chapter 54 of the Civil Code, which is devoted to commercial concession. It would seem, however, that the best solution would be to amend Chapter 54 by omitting this term, since such objects as trade names, trademarks and service marks are entirely adequate for purposes of legal protection of means of individualisation.

It is indeed high time domain names were introduced. We are of the view, however, that the scope of protection provided to domain names under the current Draft is too extensive and at the same time contradicts other provisions of the Draft. For example, Article 1544 does not allow registration of domains that are confusingly similar with trademarks of other rightholders. Yet the type of goods or services for which a trademark has been registered is not taken into account. Furthermore, according to paragraph 8 of Article 1481, it is prohibited to register a trademark that is identical to a domain name with an earlier priority date. Again, the type of goods or services the domain name and trademark are being used for is not taken into account.

As regards paragraph 2 of Chapter 76, which regulates rights to trademarks and service marks, we would note the following.

Pursuant to the Draft, trademark registrations are vulnerable to cancellation based on non-use should there be continuous non-use for a period of three years. The burden of proof in such proceedings lies with the owner of the registration. The Draft, however, establishes no criteria or requirements as to evidence of use of trademarks. Moreover, according to Articles 1482 and 1484, to prevent cancellation on the basis of non-use, a trademark owner acting in bad faith would only have to demonstrate its use pro forma. On the other hand, currently any person can easily apply to have a mark cancelled on grounds of non-use simply by paying the official fee. Yet if such an application is filed, the trademark owner, even if it uses the mark in good faith, has to incur substantial expenses to prove its use. There are no mechanisms establishing liability for filing such applications or for reimbursement of a trademark owner's expenses if it proves it is using the mark in good faith. This makes the issue of non-use a powerful means of exerting pressure on trademark owners.

Owing to the Draft's considerable length, we were unable to study and analyse all its provisions in detail in the two weeks we were given. We did manage, however, to identify certain faults, which we believe are significant enough to urge that the bill, before being submitted to the State Duma, be provided for broad discussion among the public, intellectual property specialists and any interested organisations. We believe that were the bill to be adopted in its present form, without substantial amendment, this could have unpredictable repercussions for intellectual property protection in Russia, destabilise the market and render it more difficult to protect owners of intellectual property.
