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1. bitte ausdrucken und die Anfage(n) einzein heften.
2. ans Hauptbfiro schicken.

: " [ Bundesmisienium der Justz / ‘
Vielen Dank urid GruR, Faxstelle i 1 o.hers__ y
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Bitte GG
Grul

- Von: Jacobi, Axel

' -—--Ursprunghche Nachncht—--——, : . » S B : '

Gesendet: Mittwoch, 28, Januar 2015 13:06 B
An: Karcher, Johannes o )

| Betreff: WG Court fees sub group’

Auch dies will ich Ihnen nicht vo:ent’haiten_.

GriRe

~AJ

—~

\

" Webber; Julie.Saint-Paul’”

Please see the attached document, which contains all the expert pah,el‘.:cfpmmen_t’s,f for our dis‘c-_ussion this afternoon.

---Ursprunghche Nachricht-
Von: Emily Jones {mailto:
Gesendet: Mittwach, 28. Jﬁnafar 2015 10:38
An: Tracey Webb; jus i.karftune flora pelissier,

. Laura Starrs; 'Loulse PetrehuS' Jacobi, Axel

Betreff: RE: Court fees sub group

Dear all,

Speak to you all this afternoon, .

Emily
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_'You will then be prompted to input a PIN followed by the hash key. The PIN Is:

-—Original Appointment—---
From: Emily Jones

.Sent: 26 January 2015 12:02

To: Emily Jones; Tracey Webb;

jussi.karttune flora.pelissi
; fan Webber; Julie.Saint-Paulis
% Unifi ed Patent Court Taskforce

Subject: Court fees sub group

When: 28 January 2015 13:00-15:00 (UTC) Dublin, Edinburgh, Lisbon, London.
‘Where: Telecon / Conf-1G32

aura Starrs; 'Louise Petrelius’;

Dear all,

An appointment for our court feés discussion on Wednesday, i hope this time is okay for everyone (13:00 UK time,
14:00.CET).

To join the teleconference please dial: +44 {0)202 i (there are toll free numbers available please check the
attachegi pdf if you would be interestéd in using one of those.)’ :

Finally you will be asked to state your name and then press the hash key Once this is completed you will join the
teleconference

Hook forward to speaking to you all on Wednesday,

Emily

<< File: meetingzone-numberspdf.pdf >>
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& | _ Expert Panel Comments

"

The following document collates all comments received from the expert panel in
relation to:

a) Draft rule 370 and explanatory note (version 19)
b) Assumptions document (version dated January 2015)

The comments have been organised under'topib headings.
Contents
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Court fees consultation document - Expert panel comments (Jan 201 5)

General comments

CB’s comments

These comments have necessarily focussed on negative aspects because that is
what needs to be said. Overall however | welcome the proposals. The points | have
raised can all be addressed with adjustments — not by wholesale changes.

EP’s comments.

that the S:gnatory States consider thal
straightforward and predictable for i

Claim for revocation

MT’s comments

ts to the pames involved, and the objectxve of a self~f‘ nancmg Court
finances.

In my opinion, with the current proposal it is iikely'that this balance will not be struck.

On the contrary, the high level of the value-based fees risks to reduce significantly
the number of claims, above all the claims or counterclaims for revocation. With this
in mind, it is necessary to balance, on one hand, the interest of the system to furid
the Court and the correspondent interest to maintain a high number of cases and, on
the other hand, not to discourage the SMEs to adhere to the system.

05.03.2620
www.stjerna.de
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Court fees consultation document — Expert pariel comments (Jan 2015)

The core topic, anyway, concerns the compatibility between ‘the system described
and the two requirements established by Article 36: covering Court's costs and
allowing SMEs to use it. These needs after all, go hand in hand.

RJ’s comments

| also think that there will be a substantial amount of direct revocation claims in the
Central Division. There are several reasons. 'Firstly many companies may see this
as-a more attractive form of attack than the opposition system of the EPO. The latter
is far too slow the evaluation of evidence is poor and you have to start the
proceedmgs (within 8 months of grant) in many cases long before yo“ :
the patent actuauy lmpedes anything you want to do commefciall
will be much faster and a more attractwe tnbunal Secondly ma

, at:on in f‘ rst
a clalm for a

patent out of the way earher — or even if y@uffai '
where you stand before coming fo ma‘f]’c”et
encourage “clearing the way".
opposition system in the UK (z:*mcLir
hugely.

MT’s‘bomments

ts valuéé%aﬂer the litigation is higher than before As a
s eve that a nullity action should bear fixed fees higher
a.j:ecause of the hegher complexrty of the htlgatton) but no

_..

Counterclaim for revocation

CB’s comments

®

| respectfully disagree with the suggestion in the Note that the question of fees for a
counterclaim has anything whatsoever to do with the idea that there should be the
ability to have “simple plea of invalidity” by the defendant in an infringement action.
That suggestion is wrong. [f a “plea of invalidity” was appropriate instead then that

7140
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would involve a court deciding that a patent is invalid. If the court comes to such a
conclusion it would be wrong not to revoke the patent. There is no merit in
distinguishing between a counterclaim for revocation and a plea of invalidity.
Therefore if no value based fee should be charged for “a simple plea of invalidity”
then no fee should be charged for a counterclaim for revocation.

| don’t follow how a value based fee for a counterclaim for revocation wouid work. In
most cases the value of the mfrmgement action to the patentee will be the same as
the value of the validity of the patent. It will be the monopoly profit the patentee
eams for |ts goods The effect of Iosmg the mfrmgement c!alm on the patentee is

much in most cases.

So consider a patentee starts an infringement case i

monopoly profit in the market is €10M. The value

€10M. So why should the court collect another val
so means that the fees are really double whs they

g encouragement for
'UPC but the fee system is not supposed
centive in its favour.

aﬁer the defendant had been sued for mfnngement
Nif there is only one overa!l dlspute surely there should be L

- KG’s comments

“Just a few observations with regard to whether there should be a fee for a
counterclaim for revocation and, if yes, whether the fee should be reduced.

It seems to be clear from the point of view of the Agreement that there is only an
action for revocation or a counterclaim for revocation but no validity defense.

8/40
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The aim of a counterclaim for revocation is not the dismissal of the mfnngement
action but the revocation of the patent. A revocation affects everyone in the market.
The dismissal of the infringement action is only a (not the!) consequence of a
successful revocat:on action. The counterclaim for revocation is an action not a
defense

Court fees have to be paid not for defenses but for actions.

What is the value of an action or a counterclaim for revocation from an economic -
point of view? It is the value of the patent that shall be revoked or, to, put it in another

way, the monopoly that is given by the patent or, to put itin a third w
have to pay when they use i, Iegally or |llegally. which means &l

what people

vher is‘a practicing entity,
r gement action is added with

\ialue of the mfringement
lgw of the patent owner, the patent
tl s%é 1 there IS no tnfnngement act:on pendmg

Agreem,ent a why to subsmhze only these'?

if from a political angle hewever a reduction is considered to be desirablé then not

“only the fee for a counterclaim should be reduced but likewise the fee for an action

for revocation. Reducing only the fees for a counterclaim for revocation but not for
actions for revocation seems to be arbitrary. The subject-matter of both actions is
same, meaning the validity of the patent. A political reason for a fee reduction could
be that an action for revocation helps to |dent|fy and squash falsely granted patents
but this goes both ways.

9/40
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If a fee reduction is considered the fee still should be significant in order to avoid
counterclaims for revocation that are filed just to have a try but still keep the court
busy. :

KM’s comments:

There is a strong body of opinion, at least in the UK, both amongst practitioners and
users that there should be no value-based fee for a counterclaim for fevocation. The
justification for such a view is, as clearly stated in the Explanatory Note; it
many cases a counterclaim will be the only basis for defen
action and that such an additional fee is disproportionate

cases (such as most pharmaceutical cases and

at issue) where the combination of a fixed and
strong disincentive to defending the proceedi
nting out that although this
uced value-based fees are
“many more fixed fees for
:  the value-based fee for 'a counterclaim may
discount. for <the defendant's contribution to the public
nts is a novel one but, frankly, does not seem to me
Currenﬂyg;tﬁhej‘val e-based fe for a counterclaim is based upon' the value of “the
dispute” (R and this may require amendment in any event.

As French judge, | observe that a counterclaim for revocation is a mean of defense .
used in 80% of the infringement actions. It's sometimes an action of its own right but
it's veryr rare in our caselaw. |

This demand will have effect inter partes but also erga omnes if the patent is
revocated.

10/40
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Regarding that a big percentage of European patents are nowadays revocated by

national courts, it's a big motivation to grant the defendant a true possibility using this
mean of defense .

And | understand that the German calculation of the value of the case is of no use
for the counterclaim of revocation because of the German bifurcation system iseif.

Is there some caselaw about that ? If yes I'd be very pleased to know it and also to
have more information about the German method of calculatson of the value of the
case which is somethmg for me very opaque.

In the same way, it ‘d be very usefull to have a guideline to calculate the value of the .
case ; maybe nota gundehne defined by the rop but a guideline dlscussed by the
judges themselves at the early beglnnnmg of the Court »

By the fact I think that the fee for a counterciaim of re cgtwn muag

is just a way to promote the bifurcatioi
choiee of UPC rules but only.an opti

MT’s comments

In case of a countert for b
no additional val e-bas;'@ fea%\
attack whsch.wo A basif%n case the patent were found fo be invalid.

These may-be by way of counterclaim or original action. | think there is likely to be
large amount of both types. :

(a) In all non-bifurcating jurisdictions | know of it is common for there to be a
counterclaim for revocation. Contrary to hype about quality- from the EPO, many
patents are invalid or are two wide. The counterclaims may be because the main
defence is invalidity or because the defendant is asserting that the. -patent is invalid if
it is wide enough to cover him. And indeed sometimes the defendant only attacks
the patent conditionally and will be content with the answer “not infringed” without the
court going on to decide validity. One cannot go by the figures from automatic
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bifurcating countries where infringement is dealt with first such as Germany. The

reason is simple. If a defendant is injuncted he may well not think it commercially
worthwhile to go on and contest the patent — though even in Germany | believe Prof.
Harhoff and others have shown that no less than 15% of patents on which an
mjunctlon is granted are later found invalid.

On other thing which might be checked. The US has mtroduced via the AlA, the .
post grant inter-partes review. It is a way of attacking validity (and avoiding a jury!)
This has, | believe, a standard fee of $27,000 and seems to be working well.

Claims for Revocation — Fees -
Should the fee for a central revocation claim be dn'f

party for defendmg himself and the fee ought to be I
attack. | do not accept this. | do not think there re
defending yourself and getting a patent out
commercially much the same thing.
The level of fees is however problematic. The
party seeking revocation able in any istic
He knows little of the value to the pa
revocation is worth to him. Th
that would not apply Europe-wi
be much greater than the val

a value for the patent‘?
aviewonis what the

UM’s comments:

Winfried Tilmann has given good reasons why there should be a fixed fee and a
value based fee tor the counterclaim for revocation. In addition | would argue that a
mere fixed fee opens up the door to use the counterclaim in each infringement case
as a standard reaction, With the discussed set of fees this would be avoided
because of the associated cost risk.

10
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WT’s comments

Proposals:

.There should be a f‘xed fee and a value based fee for the counterclalm for

revocation.

However, the amount, in both cases, should be 25% lower than: the fixed fee and
25% lower than the value based fee respectively of the fees forg" e independent

Consequences

The “Counterclalm for Revocati‘é%ﬁm‘

aﬁ%&“ s
The “Counterclaim for‘g&igﬁvo tto ;
value-based fees uig%the o pf anz*‘addxtional remark statmg that for revocation
counter-clalms £ fee_ should be 75% of the fee for the revocation

imifor Ravocatlon should be deleted (1) from the list in Rule 370.5
3t from Table“m (page 7) for other procedures and actions; these places

aim for revocation has a double nature, wherefore both' opinions on
page 13 can claim a part of the truth: (1) The counterclaim for revocation is - as the

revocation action — an action of its own right: It survives the withdrawal of the .

infringement action. It may be appealed separately from the infringement action. It
may be separated from the infringement action. it may be stayed of its own right
(EPO opposition procedure). (2) However, the counterclaim for revocation is also a
means of defence triggered by the infringement action.

11,
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The defendant in an-infringement action is excluded with a mere defence-argument
of nullity (contrary to Art. 32(1)(a) UPCA), which would be  perfectly sufficient to
safeguard his own interest. He is obliged to raise a.counter-action for revocation in
order to serve the public interest in free competition. He is partly used as a fool in the

public interest ("private attorney general”) to do-more than what would serve his own .

purpose. The “objective interest of the filing party” (Rule 370.6) is supporting the
action only partly. The other part is supported by the public interest-for which the
defendant should not be obliged to pay.

Now, how to determine the value of the "public interest-part™? The
revocation may be well founded, unfounded or even frivolous.
defendant's interest is dominant. A fair distribution, therefore, w d se

for the private interest, 25% for the gubl:c mtergs Gpmlon 1 (

ertainly, the
(o} be 5"[

not take account of the: public inte'rest-part.

exclusively by the
tion, even if an mfrmgement
&’WIth the advantage of a claim

The ndegendent revocation clalm to the

- ] nd!e of natlonal designations. lf the opt out fee applies to each
eaoh natlonal desxgnat:on then for a patentee with an EP designating

: e fee:'would really be €800. Presumably €800 would not reflect the
admin cost(’?) On the other'hand if the fee applies to one “EP” (no matter how many
states are designated) then it could be unfair because it means that patentees with
patents designates a few states subsidise the owners of EPs which designate many
states. Does the 50,000 assumptnon (Table 3) for opt outs in year 1 refer to national
designations or not?

It seems odd to have no “opt in” fee at all since there will be an administrative cost.
If the admin costs is truly so small as to be not worth collecting then that presumably

12
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applies to opt out fees as well. A nil rate for “opt in” undermlnes the legitimacy of a
non-zero fee for opt out”

EP’s comments:

The fixed fee for the “Application for opt-out (R. 5.5)" seems to be too low bearing in
mind that the system needs a sufficient number of cases from scratch. A fee in the
amount of € 80 or even less is nota bxg hurdle for opting-out.

KM's commen‘ts:

Thefpossibilit'y of no fee for an opt-out is an interiestingone as es avoid some of

Whilst €80 sounds little for a single patent, it is a lot if many hundreds of pafents are
involved. | think we need a reduction for bulk opt-out. It is not really possible to
justify a fee which is significantly greater than the administrative cost: as many have
said why should a patentee have to pay for opting out of a system whach he never
contemplated when he apphed for his patent? The proposed zero opt-in fee
highlights that this is not an administrative cost but a money making exercise. | think
it impossible to justify €80 out and €0 in. | suggest the same fee for both, with a
reduction for bulk either way. :

13

15/40



45 2015

‘ portfoho of 100 EPs would cost €8.000 to opt out everything, while a portfoho of

05.03.2620
www.stjerna.de

Court fees consuitation document — Expert panel cd‘mm*ents (Jan 2015)

TF’s commeénts:
OPT-OUT FIXED FEE:
There are two options: zero fee or €80.

Needless to say, users would prefer the no-fee option. Those wishing to remain -

“outside the UPC shouldn’t be subsidising it.

Having said, that, €80 is likely to come as a pleasant surprise to most i
widely anticipate €100. .

However, even €80 is too high if it is more than the actual e

oS

are given for the expected administrative cost of re
any modelling of projected i mcome from opt-

1 .000 EPs would cost €80.000k. This is not an inconsiderable: penalty for remaining
in a system you thought you'd bought into in the first place.

As the opt-out procedure will presumably be electronic, the admin cost could should
not increase proportionally for multiple patents/apphcaﬂons Specifically, a reduction
could apply when a batch of European patents/applications owned by the same
proprietor is opted out simuitaneously.

14
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One option would be to have a reduced fee per case for e.g. 10 or more cases with a

cap on the fee at say 50 cases, perhaps using a tiered approach, illustrated by the
following example:

No of patehté/appljcations | Fee
opted out simultaneously
(same proprietor)

1-9 cases . ‘ €80 per case
10 — 49 cases €50 per case %
50 or more cases €2 500 aggregate

WITHDRAWAL OF OPTQOUT

scovery’ approach Perhaps the admm cost
whtch seems unfair as opt-out would then be
igebackh, T v._would be a further manifestation of those not
wushmg to use th’ 2 LIPGs d:s 3g those that do A consnstent pollcy approach

fee seems to be at odd
is absorbed in the oﬁg;

"ANNEX

‘ffom Opt-out if fixed fee is €80.
Assumptions:

» Assume 600k EP patents still in force (this is the total number of EPs granted
over the last 10 years, ;gnonng all patents granted in previous 10 years so
maybe not a bad indicator of number of EP patents still in force today). .

e Assume 1M apphcat:ons pendmg {based on ﬂmg rates of well over 200k p.a.
over the last 5 years.).

e If the fee is EUR 80 per patentlapphcatlon it regresents potential revenues

15
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o Adding cases filed in the transitional period could account for another EUR
140M (7yrs x 250k applications p.a. x EUR 100).

Hence,u projectea revenues during the transitional phase:

[Revenue T Opt-outrate
[ 260M 100%
130M | 50%
| 86M 33%
2.6M 1%

List of actions incurring fixed and value based fees

No comments

Level of fixed fees for actions also incu

EP’s comments ;
The proposed Court fees in gen er reason'ab!e with respect to

KM’s comments

d fixed fees are about right. The fixed fee for the
imately 3 times what Is currently paid in the United
ee.for counterclaims and revocation actions is significantly
tly payable in the UK (£480) but in the case of a counterclaim
he basis that there is no value-based fee if this is in fact

Accumulatlon of actions as bases of fixed fees

lam wandermg if we have to separate the different stages of an action or to consider
an action in its totality.

Do we have to ask a fee for the apphcatlon to determine damages and application
for provisional measure , all filled in the UPC about the same infrigement action .

‘This concept is rather far from a French idea of a duspute but | assume the fact that

fees have to meet both the financing of the Court and a fair access to the Court.
And accumulation of fees, even fixed fees, may be a huge obstacle for SMEs.

16
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RJ’s comments:

. On other thing which might be checked. The US has introdudgt |

. Proposals:

WT’s comments:

Al above).

Fee levels .
| think these are about right. If.a case is worth more than €30m then the fee does
have to be that hight — moreover the ‘court should spend more time on It than it would

for a smaller case pursuant to the proportionality principle built into the rules. But

such a figure does mean that the fee reduction rule is important for.genuinely poor
SMEs.

post grant mter-partes review.

It is a way of attackmg vahgtty (

Fixed fees

The fee for a counterclaim for r

n The fee is almost 100% more than the fee for infringement
tion. It, normally, will comprise all elements of the infringement
ion: Adding up 50% should be sufficient.” ” :

The fee for “other counterclaims pursuant to Article 32(1)(a)” should be deleted.

Reason: “Counterclaim”, in Art. 32.1(a) UPCA, is a defensive
argument, not a counter-action. Example: The Court can hear the
argument “the injunction claim is a misuse of market power under Art.
102 TFEU". But it is not competent for an action (counter-action) based
on that same argument. -

17
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List of actions incurring fixed fees only

WT’s comments:

The list of 17 Rules for fixed fees is not complete. Missing are Rules 80.3, 97.2 and
206.5. They should be mcluded :

Rule 371 also must be amended There the following Rules are missing and should -
be included: Rules 80.3, 88.3, 97.2, 207.8, 206.5, 250, 320.2, 333.3 and 356.2.

Level of fixed fees for fixed fee only actions

EP’s commlents .

The proposed Court fees in general also appe:
the amount.

bearmg in mmd that the system
fee in the amount of € 80 or ¢

it seems to me that the fees for appealing a decision
and for an appltcatlon for leave to appeal a cost

\

I am wandering if we héyef to separate the different stages of an action or to consider
an action in its totality. .

Do we have to ask a fee for the application to determine damages and application
for provisional measure , all filled in the UPC about the same infrigement action .
This concept is rather far from a French idea of a dispute but | assume the fact that.
fees have to meet both the financing of the Court and a fair access to the Court.
And accumulation of fees, even fixed fees, may be a huge obstacle for SMEs.

18
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Court feesconsul‘tation document — Expert panel comments (Jan 2015)
MT’'s comments*

Otherwise a.number of “less important” judicial activities could have higher fees,
such as protective letiers, which will replace de facto precautionary negative actions

of ascertainment; measures for the precautionary gathering of evidence (that are like -

the Italian measure of the “description”), which anyway requires an authonzatlon and
a preliminary evaluation by the judge.

The costs of other procedures and actlons appear to be quite reasonable and too

RJ’s comments:

Fee levels
| think these are about nght

such a figure does mean that the fee reduc
SMEs.

WT’s comments:

should hag87aS petile

whole cag n the'r

$
56 0

Reasap; The ¢ pected mass of opt-outs together with the diligence needed for the
coordma%tﬁn of the bpt—out application and the opt-out fee including the correct

registration (date) for both is a work with |mportant consequences (possible damage-

claim against the UPC, if the following action is raised before the wrong court and

rejec’ted because of wrong regustrat:on) ~ ’

Proposal: The fee for Apphcatton for leave to appea! (R 221) should be put after fee
for Interlocutory appeals (R. 220.1(c) and lowered to 2. 000 €

Reason The procedure fo determine the amount of costs should not cost afmost
one-thtrd of the fee for the main action.

19
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Proposal: The fee fo_r Interlocutory appeals should be 7.000 € in the proceédings

. pursuant Art. 59, 60, 61, 72 and 67 UPCA. It should be 500 € for the appeals in

proceedings pursuant. Art. 49(5) UPCA (determination of another language). Caveat:
A fee for underlying order is missing (proposai 300 €).

Reason The fee for appeals against orders pursuant to Art. 59, 60, 61, 72 and 67 -

UPCA.should be slightly higher than the fee B. lll. 2 (there, 5.000 € have been

suggested). The determination of language is for small parties mainly and a small

matter. The applicant should not be burdened wsth a big fee.

Proposal: The fee for ,Apphcatxon for re-establishment of rights shoutd be 1.500 €.

default;the fee there is 1.000 €

Level of value based fees
CB’s comments

Giv_en this is a (more or less) pan court wonder ifthe scale of the estimates is

ME with a small claim the impact will be significant. The
the UK handles cases up to £%M. The same dispute but
ore the UPC could easily be a €2M claim because the
Junsdictlon covers more states. That sort of claim would therefore attract a
based fee of €15K on top of the €11K fixed fee.

b. Inthe mid range | suppose the levels are fine although | do believe they
will strike many users as, very high.

c.  Atthe top end the value based fees do not bear comparison with the scale
of the ceiling on fecoverable costs. This is a serious problem in my view.
Consider a case worth €30 million. The recoverable costs ceiling is.
€500,000 but the value based fee is €220,000! Surely that is not sensible.

20
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- d. Counterclaims for revocation atelikely o be commohesj in high value
‘cases. If there is to be in effect double the value fee for cases witha
counterclaim this makes the comparison even more stark. How could the
court justify chargmg the litigants €440,000 when it only perrmts the winner
to recover €500,000 in legal costs?

MT’s comments

In all cases, determining the value of a single case, within such a detailed list of
' values, is very difficult. The value shall necessarily be only approxq;nate Therefore it

could be better to reduce the number of levels established by the rﬂles, expandmg
the range of value of each level. In addition | suggest reducm‘ i
each category of additional value-based fees :

- Sy

prggnate o

to estabhsh an objective value of a litigation -an
level table is suggested for adoption which
table of recoverable costs.

unreasonably high values. As a matter o

a™p v,‘hmmary comment as Iong as we haven’t decided
; th%ctlon meaning until we establish Guidelines - it
: -speak about numbers. Saying that we may find some
' (penence where 25% of the disputes are worth Iess than

tot@ the Germa' nethod for the assessment of value Otherwise, values might be
diﬁe%ént (espeglai consxdenng that there is not homogeneity of evaluation between

co ?‘terfettmg actions, even if both actions are based on the “plaintiff's
mterest m a'judicial decision”) and consequently the reference to these percentages

| is:not significant anymore.

Secondly; even assuming that the evaluation will be made with the “German method”
— about which | do not have a detailed knowledge — statistic values of German
actions cannot be taken jpso facto for an European level, given that German actions
are, by definition, related only to Germany (the nullity actions; cross-border
counterfeitmg actions are an exception in patent litigation, because they require that
the counterfeiting activity is not questioned, so those considered here are actions
only on the German part of an European patent and on the counterfeiting activity

21
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only in-German temtory) Since EU popuiatlon is four times the one of Germany,
even considering that (West) Germany is one of the wealthiest areas in Europe,
these values have to be multiplied. at least by three. Indeed, we must take into

account that the' value of the actions related to the whole territory of the Unitary
Patent (so more States and usually the most important) will be higher, -even for those

concemmg “traditional” European patents.

Thirdly, it is clear that we won't be able to precisely determine the value during the
preliminary phase, when this evaluation is actually expected. Therefore, it is
appropriate to establish a limited number of broad levels. We can imagine three
categones normal dusputes wsthout apphcatnon of va!ue-based fee”“

after the adoptuon of border measures. For thes actnon e could opt for a fee
reduction in order to avoid disincentives todheir. in patent litigation (use that is
provided for in the governing EU Regulation).

RJ’s comments:

Fee levels

| think these are about
sourt should spend more time on it than it would
the proporttonahty pnnmple built into the rules But

specific comment on the proposed scale for value-based fees. However
the basis for calculating the value does require discussion. For most of us who do
not practice in Germany this is a black art. | understand that the parties often reach
agreement but on what basis has ‘never been clear to me.. Professor Tilmann says
the calculation is quite simple. If this is the case then simple guidelines (as proposed
in square brackets in Rule 370. 6) wou!d | think, be welcomed by non-German
lawyers and judges.

MT’s comments

22
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Even if the Rules of Procedure estabhsh (Art. 371 ) that it is duty of the judge-
rapporteur, after a debate between the parties, to determine the value of the dispute,

it may be advisable to work out some rules to assess the value of infringement

proceedings. Of course the interim procedure involving the parties may give the
judge the elements to take a decision for a reasonable value which takes into
account the interests of the parties.

The value of the dispute could be determined on the basis of different elements: the

value of the patent/patents involved, the value of the alleged infringement, and the

-relevance and extension of the market/markets involved, with reference to the

product market and the geographlca| one.

out to be mvahd it should never have ex:sted in tﬁé
nulhty actlon its value aﬂer the Iitlgatlon ss% g

the technical field).

RJ’s comments:;

< case

I think we should have a.rule saying that the party must
’Value but how it arrived at that value.

WT’s comments:

; Proposal Delete the sentence in brackets. There should be no- Gu:dehnes for

assessing the value of a case.

Reasons:

23
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The “Declaration” calls for a fee system which is “straightforward and predictable for
users” which means simple, not too complicated.

The German practlce shows that parties normally agree on the value, with. a little
help from the judges.

The calculation for the infringement claim is quite simple: First step: A value must be
attributed to each part of the claim (injunction, damages, information). Second step:
The values are added up showing the value of the action. (1) For the injunction-claim .
the loss of turnover and profits on the side of the patentee (mcludmg the danger of a
downwards driven price spiral) and the expiration date of the patent are relevant 2)

they should try to kee
UPC - and perhaps #

The experience
predlctablh

make thmgs comphcated and inflexible. They could
the Court to explore with its usual scrutiny the

CB’s comments

The levels of rebate look OK although | wonder if, for the three stages, the rebate
might be lower at the early stage and higher later — say 50%, 40% and 35%. That
way there is more incentive only to start cases you mean to pursue but a btgger
discount for avoiding an oral hearing

+
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KM’s comments:

This seems to be a new proposal and is designed, | imagine, to encourage parties to
settle and withdraw cases as early as possible. | do not however believe that the
same logic applies to decisions by default which by their nature are npt voluntary.

These provisions [r370.7(f) and .8] are skeletal. If they are to remain then proper
procedures need fo be set out enabling for the court to exercise its discretionary
powers bearing in mind, in thé case of Rule 370.8, to need fo avoid a trial within the
trial. Whether a particular fee in fact threatens the economic ex:stence of a party
seems to me potentially to be a complex issue.

MC’s comments -

I do agree the position and comments of Professor Tllmaﬁ““n
Whaterver will be the reason of the reimbursement, (i cxssomby defdult,
withdrawal), there is no need to reilmburse the fees( Cas Gigosts of the Court
will be mainly fixed costs alreaday exposed to deal. ftube case and the.al

fees have to | cover these fixed costs. - ' '

| think that it ‘s preferable at this stage taith
reimbursment. :

ties’ #ho agree to have a case
 Ginthe table do you have an option
r ﬁ"ances it may be an option but it's

Currentiy &* S,

contempl”*’e a bngg_ '

Reasons

. The three arguments for Reimbursmg are: (1) There could be lower costs for the
Court, if the action stops before the final judgment. (2) The parties should pammpate :

in this saving of costs. (3) Reimbursement could be a motivation- for the parties to
end the court-acttcm prematurely saving the Court tlme for other cases.

Arguments (1) and (2) show a noble intention of the state-employed authors and
therefore, are laudable. However, looking at the causes for the costs of the Court

25
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(salaries, rent of buildings, IT) the savings, if any, never would justify reductions
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between 25 and 65 %. Perhaps they could justify 2-5%. The costs of the Court are

mainly fixed costs, not variable costs. Therefore, sadly, these arguments must be
disCarde'd, This leaves argument (3). motivation.

The most important cause for a premature end of the case is a settlement found by
the parties during the proceedings, perhaps with the help of the Court. In those
settlements the parties normatly decide on the costs, often splitting the costs
between themselves Any relmbursement thus, would end up (divided) with both
parties. It would a negligible part of the value of the main obligations undertaken by
the parties in the settlement. Therefore, .the motivating-impact of the: o
for reaching a settlement would be minimal. The reimbufseme
"windfall-profit".

by the expectatton to get p
represented. They know the:

e. A withdrawal, normally, is
ent (see No 2).

: “ndling of reimbursement would be comphcated
e costs of that handling would eat up any savmgs

These two rules ilustrate the comghcahon-argument The cases envisaged in Rule
370.7(e), first sentence, will rarely happen: The cases envisaged in Rule 370.7(e),
second sentence, Iog:cally, cannot arise.

Rule 370.7(f) is desngned to protect the renmbursement—system from misuse.

Possible misuse is another -argument against such a retmbursement-system The
reference to the “stage of the proceedmgs is not necessary, because this is already
taken care of in the three stages “65-25%". “Conduct of the party” is no legal term.

26
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- Lower fees if economic existence is threatened/SME comments

CB’s comments

| agree there is no reason to single out SMEs as such but their posmon needs to be
considered in the context of the fees for lower value cases.

EP’s comments:

dispute would cons:derably endanger his ﬁnggczal posmon the court may, at
his request order that the said party sf*Zgabzllty pay co 0o court costs be adjusted in
ol shall be appropriate to
ored party shall likewise
only in accordance with that

At least ttem 8 of the proposed Rules may be drafted correspondmgly so that

" itis clear that the reduced fees apply to just the requesting party, but not to
the adverse party, and that the reduced fees do not apply to only the Court
fees but also to also cover the representative’s costs.

KM’s comments: :
27
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These provisions [r370.7(f) and .8] are skeletal. If they are to remain then proper
procedures need to be set out enabling for the court to exercise its discretionary
powers bearing in mind, in the case of Rule 370.8, to need to avoid a trial within the
trial. Whether a particular fee in fact threatens the economic existence of a party

seems to me potentially to-be a complex issue.

RJ’s comments:

Reduction of fee for poor parties
I am favour of this, though the present proposed wording of the rulef'

 inadequate. A

reduction to companies w:th little cash of their own and
littie cash.

WT’s comments:

Proposal: Delete

Reasons:

rm of a split value of the case for the
benefit of one of_ t “is not a natural party (e.g. § 144 German
PatentG), a rule: whi o been contemplated when drafting the UPCA.
Already for_this P, bound by the Agreement (Art. 41(1), second

ex;stence (when to be assumed? deserved or undeserved?)
shall reﬂect all circumstances of the case” (a!ways necessary, not

Rule 377.1(b): that the, action has reasonable prospect of success. And there is no
procedure as in Rules 375-382 on Legal Aid. Therefore, there are . grave
inconsistencies between Rule 370.8 on the one snde and Rules 375-382 on Legal
Aid on the other side. ‘

Since the requnrements of Rule 370.7 are much wider than those for Legal Aid, they
discriminate against natural persons who cannot take advantage of Rule 370.7.
Therefore, Rule 370,7 is m conflict with Art. 41(3), 42(2) and 52(1) second sentence,
UPCA.
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~ To state it frankly: Rule 370.7 is trymg to cnrcumvent the restriction of Legal Aid to

natural persons. This is clear from the fact that it is restncted to other persons than
natural persons. Therefore, Rule 370.7 constitutes a ‘breach of the obllgatlo
contalned in Art. 41(1), second sentence, UPCA

UM’s comments:

| agree to the proposal not to dlstlnguush between SMEs and other Qartlesconcermng
fees. An assessment by the court whether or not the status as SME 8 justified would
be most difficult if possible at all. As there are no sanctions agd ise there is a
certain probability that the non-SME parties will subsidize parti laﬁ‘
their SME status :

Recoverable} costs

CB’s comments

For the mlddle range § thmk the c_ ts

The cellmg is tolow?e%l;ne C h value cases (cases worth €20M+). Too low a
ghrer gourage paient trolls and will be portrayed in public as domg

cel"l}';.g on rec ve, ':costs This is a senous problem in my view. Consuder a case
wortlvﬁao mllllen “The recoverable costs ceiling is €500,000 but the value based fee
is €22 m Surely that is not sensible. »

EP’s comments

In the “Explanatory Note” it is stated | ' '

 “In this context the “Declaration of the Contracting Member States... ” specifies
; that the Signatory States consider that the fee system of the Court should be
* straightforward and predlctable for the users”
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This statement appears correct with réspect the proposed Court fees, but not

with respect to the “recoverable costs of representation per instance and

party’. -

The prbposed ranges of recoverable costs of representation appear much too

large, so that the recoverable costs are predictable only with respectto the

maximum amount of each range.

Irrespective of the proposed amounts | would prefer a list of fees
corresponding to list of Court fees, e. g. as follows: «3%

Valué of the’v dispu’te
(million €) ‘

0-05

0,50 -0,75

0,751 —1,00

101-15

and soon

Upto 30.000 €

'Up to 100.000 €

action for v

The fees to be actUally paid by each
fees. | -

KM’s comments:

ich & Court fee becomes due a separate value of dispute or,
alternatively a fixed fee may be proposed and decided.

party may differ from the above proposed
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This proposal is similar to the hlgher draft proposal made in January 2014 with the
exception that for a dispute with the value of greater than €4m the maximum
recoverable cost of representation has been reduced from €1m to €500, 000. Inmy
view there will be a small number of high value cases where this ceiling is too low. It
should be borne mind that the court will decide what are reasonable and

proportionate costs in any event and therefore it i is not necessary for this cemng to be
set at sucha low level. ;

MC’s comments

I think that the difficulty of a case is not linked to the value of the ca%e
ifitis a. demand of nulllty

nd especially

fill an apphcatlon tothe Court and if the risk to pay al gé an;t 0 .
3 vaccess to the Court won't

, = :
We have to find a scale of recoverable costs»r: . e access to the Court even
for small entities. : '

MT’s. comments

proceedmg rarely depen
would be Iogucal to es*cahhs

undei stand that a nparison is reasonably made with German experience, but the UPC
Countries.ys Germany value ratio should be 4 instead of 2. Also, the cellings should change

e

to make ffievalues “acceptable” by the small parties who are not to be scared by the
possibility to lose and be in the position to pay for legal fees which they could never afford to
pay. As an example, the values of the dispute in the table could change (in million E) as
follows:

0 - 1.0: upto 100.000 (25% of the disputes);
1 + 10.0:upto250.000 (85% of the disputes);
10 - ....:upt0500.000 (10% of the disputes).
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The percent values have been obtained with _rg‘ference to the German"expeﬁence. Even with
~ these changes only 25% of the disputes would show recoverable costs which would not
scare a small entity. : : .
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Coliation of expert panel comments on assum tmns document v. Janua
2015 orgamsed by togl

General comments

KM’s comments

The speclﬁc proposals for amending Rule 370 are based on the est%mates and
_ assumptions which are helpfully set out in detail in the separate document which has
been cnrculated It seems to me that the Expert Panel could spend a huge amount of

#* the %"%umpﬁon of 960 Infringement
sghe actual number of national
4 Appeal" 10 700..
“"c.:éses’ydan 360. The andépeﬁdent revocation action
: Q~oppos:t|on proceedmgs The amount of revocatlon

és For a big temtory (Art 34 UPCA) the losmg party will be
ore often than in national proceedings (Germany about 1/3).
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Table 2 - Detailed case load estimates

Specific issue: Counterclaim for revocation

CB’s comments

The assumption that only a minority of infringement cases will involve a counterclaim
for revocation is.surely wrong (whether it is 7% or 37%). That is not the experience
of the UK nor (I believe) is it the experience of any state in which a counterclaim for
revocation is possible. The correct number will be likely to be much higher.

CF's comments

ys provoke a
the counterclalm acts as

KM’s comments

: The exception relat

tobea sz mcaht reduction in revocation actions than is assumed

-MC'’s commentis

| agree too. that 's what we see in Paris [80% counterclaims for revocation)].
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RJ's comments.

| agree [with Chnstopher Floyd’s comment regardmg 7.5% countercla:m for
revocation rate being too low] :

| agree with the unanimous opinion of all the other members of the expert panel in
saying that the cases with a counterc!alm will be at least 80% :

| would add this: experience in the EPO shows that there is a great tendency to

sshower the tribunal with pieces of prior art which are each alleged to make the patent

invalid.

Would it make sense fo have a ~s!idin'g scale so that you .h’ave€
say, more than 3 pieces of prior art?
WH'’s comments:

counterclaim for revocation is filed]

WT's comments

¢

Proposals and Reasons:

Readjust Table 2, if Table 1 is changed as suggested‘

Lower the number for "Infringement action”. Not all mfrmgement actsons will render a

value based fee. Assume 600.

The relation for both types of revocation 6ases (incdrrect first line in Table 3) (288
both fees, 72 only fixed fees, Table 3) is too one-sided. It should be 2/3 to 1/3. |
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4. The assumption for Action for compensation for license of right (for both fees) is

much too high. Transfer that item completely to Table 3 and assume 10 in Year 8.

05.03.2020

5. There should be no value fee for Application to determine damages. The value fee

is already paid for in the action on the merits. Transfer to Table 3: only fixed fee. And

the figure should be 80% of all infringement cases, because the appeal woill
normally cover all orders given by the first instance.. - ,

6.. Table 2 assumes that all Appeals (120) will be both-fee-Appeals. This is not
correct. The relation should. be 2/3 of the number assumed in Table 1 (proposed
700).

WT’s comments:

Proposals- and Reasons:

remarks to Table 2.

Applications for pr
proceedings. There

Application- to preserve evidence: To assume 576 of 960 (T.able 1) is too high. 1
would assume less than half: 400.

. Lodging of a protective letter: 40 is definitely too low. Every threatened defendant will

use it: 500 of 960 cases..

Prolong a protective letter period: That number will be much lower than 500. Assume
200. :
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| Appeal for leave against a cest decision: 80 of ,1.460k.(see Table 1 Reason 2) is

much too low. Assume 300.
Discretionary review: The figure is far too high. | assume 10.
Interlocutory appeals. The figure is too !ow Of 250 (No. 2) one third would be 80.

Aplecatlon for rehearing is a rare case 40 i is. far too high. Assume 5.

Re~establishments of rights. The figure is too high. 10 in one year.

Table 4 — value based fee distribution

CB’s comumerits

This proposes that in year 1 there will be onl?% .
million and in year 8 only 4 cases worthjmore tha{a 363133 n | agree year 1is

even harder to predict than anythmg el ut@ure'jzﬁhe ﬁgure for year 8is wrong
Pomts are:

- Remember this is a p
today in the Ge
case.

rel is no estimation of the value of patent cases outsade
il v’ndon for various reasons.

h because the value based fee system encourages parties to
w much the case is worth.

not werth SO
. ‘undere =

Given this more or less) pan- EU court | wonder if the scale of the estimates is
t00 fi ine grained for lower values (especually below €10 mﬂhon) but too crude at the
upper,level €30 million seems too low for the highest value. Why not have a scale
1,2, 4, 8, 10, 15 20 30 50 100? (this applies not just to estimates but also the to the
value based fee scales.)
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Table 5 — Fixed fee revenues -

WT’s comments:
Proposals and Reasons

From first line down to Other counterclaims: See WT Comments on "Draft-Rules on
Court fees and recoverable costs” B.1.

Counterclaim for revocation: 75% of the revocation fee. See WT Comments on
"Draft-Rules on Court fees and recoverable costs” A.l.

All other fixed fees: See Table 2 and 3.

Tables 8-13 — reimbursements

\‘/
- RJ’s comments:
' Rate of settlement A
settle, withdraw or be subject to a
I think this is much too low. Only in
n common law countries the rate of
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