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Summary

This thesis seeks to investigate and clarify the sources of law defined by Ar-
ticle 24 of the Unified Patent Court Agreement (UPCA). The legal sources of
UCPA comprises a combination of the agreement itself, other common legal
instruments, and national law. National law has lowest priority but may be a
reason to concern when applied by a unified court, as it may cause uncertainty
and contravene harmonisation.

To provide a better understanding of how the legal sources of UPC interact,
the competences of UPC have been analysed, from the patent owner’s per-
spective, to identify applicable law for different legal issues.

The review have revealed that most uncertainty regarding how the UPC will
rule is not caused by application of national law but has to do with that the
UPC is a completely new jurisdiction where harmonisation of patent law will
to a large extent be provided when UPC starts to make decisions.

The main area where national legislation will continue to be applied, concerns
material aspects of patents. This is not necessarily a major issue for patent
owners, as the regulations appear to be predictable and relatively unified from
the perspective of the patent owner. However, it is important that patent own-
ers are aware about how they may influence what law will be applied to ma-
terial aspects of their patents.



Sammanfattning

Denna uppsats syftar till att undersoka och klargéra den riattsordning som de-
finieras av artikel 24 i Avtalet avseende en enhetlig patentdomstol (UPCA).
UPCA:s rittskéllor bestar av en kombination av avtalet sjdlvt, andra gemen-
samma réttsliga instrument och nationell lagstiftning. Nationell lag har lagst
prioritet men kan dndd vara problematisk nir den tilldmpas av en enhetlig
domstol, eftersom det kan skapa osdkerhet och motverka harmonisering.

For att ge en bittre forstdelse for hur UPC:s réttskillor samverkar, har UPC:s
kompetenser analyserats, ur en patentinnehavares synvinkel, for att identifi-
era tillamplig lag for olika réttsliga problem.

Granskningen har visat att osékerhet avseende hur den UPC kommer att doma
inte huvudsakligen beror pa tillimpning av nationell lagstiftning, utan har
istéllet att gora med att UPC é&r en helt ny jurisdiktion didr harmonisering av
patentritten 1 stor utstrickning kommer att tillhandahallas ndr UPC borjar
fatta beslut.

Det huvudsakliga omrdde dir nationell lagstiftning dven fortsdttningsvis
kommer att appliceras, avser materiella aspekter av patent. Detta dr dock inte
nddviandigtvis ett problem for patentinnehavare, eftersom regelverket tycks
vara forutsdgbart och relativt enhetligt ur patentinnehavarens perspektiv. Det
ar dock viktigt att patentinnehavare &r medvetna om hur de kan paverka vil-
ken lag som kommer att tillimpas pd materiella aspekter av deras patent.



Preface

The Unitary Patent and the Unified Patent Court have been discussed for so
long that many people have probably lost faith in that it will ever happen. In
2016 I joined a course to improve my understanding of the complex regula-
tions of UPCA. The day after my exam Great Britain made the decision to
exit the European Union, which caused the entire collaboration to be put on
hold. When I started writing this thesis, the date for the entry into force had
been announced. Since then the date has been postponed once, this time due
to technical problems. I believe that this confirms how complex and signifi-
cant this change is, on so many levels. But at least it now seems like the UPC
will finally happen, if not on June 1%, at least in a foreseeable future.



Abbreviations

BoA
classic EP

EPC

EPC states
EPO

EP

EPUE

EU

EU states

EPUE Reg

EC Reg No 6/2002

EU Reg. 2017/1001

FRAND

PatL

PMD

PMOD

RoP

Board of Appeal of the Unified Patent Court
European Patent without unitary effect

17th edition European Patent Convention, No-
vember 2020

Member states of the European Patent Convention
European Patent Office

European Patent

European Patent with Unitary Effect

European Union

Member states of the European Union
Reg.1257/2012 REGULATION (EU) No
1257/2012 OF THE EUROPEAN PARLIA-
MENT AND OF THE COUNCIL of 17 Decem-
ber 2012 implementing enhanced cooperation in

the area of the creation of unitary patent protection

Council Regulation (EC) No 6/2002 of 12 Decem-
ber 2001 on Community designs

Regulation (EU) 2017/1001 of the European Par-
liament and of the Council of 14 June 2017 on the
European Union trademark

Fair, Reasonable, and Non-Discriminatory

Swedish Patent Act (Patentlagen)

Swedish Patent and Market Court (Patent och
Marknadsdomstolen)

Swedish Patent and Market Appeal Court (Patent
och Marknadséverdomstolen)

Rules of Procedure of the Unified Patent Court



Rome |

Rome II

TFEU

TRIPS

Union states

UPC

UPCA

UPCA states

Regulation (EC) 593/2008 of the European Par-
liament and of the Council of 17 June 2008 on
the law applicable to contractual obligations

Regulation (EC) 864/2007 of the European Par-
liament and of the Council of 11 July 2007 on
the law applicable to non-contractual obligations

Treaty of the Functioning of the European Union

Agreement on Trade-Related Aspects of Intellec-
tual Property Rights

Member states of the European Union

Unified Patent Court

Agreement on a Unified Patent Court

EU States party of UPCA (Austria, Belgium, Bul-
garia, Denmark, Estonia, Finland, France, Ger-

many, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Portugal, Slovenia, Sweden) '

! https://www.unified-patent-court.org/en
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1 Introduction

1.1 Background

After decades of preparation, the entry into force of the UPC Agreement
(UPCA) is currently planned for June 2023.2 It is expected that UPCA will
bring considerable benefits in terms of a simplified and more cost-efficient
procedure, where patent protection can be obtained and litigated jointly in all
UPCA states using one single procedure. However, there are also concerns.
Along with the unified process comes the risk that a unitary patent may be
revoked by one single decision, which may be particularly troublesome for
companies relying on income from patent licences. Also, economical disad-
vantages have been identified, such the lack of a possibility to abandon indi-
vidual countries of an EPUE to reduce renewal fees. ?

In addition, unpredictability of UPC decisions is a hot topic. There is an on-
going discussion among various legal experts regarding how UPC will rule
on issues associated with for example prior use, national prior rights, material
aspects, and FRAND licences.*>¢ The UPCA has on top of this received
criticism for failing in achieving the harmonisation on the material aspects of
patents. ’

Some degree of unpredictability is probably inevitable when a new jurisdic-
tion is created. However, something that is repeatedly mentioned in the dis-
cussion is application of national law. Hence, one contributing factor to the
uncertainty may be associated with the legal order defined in the UPCA. The
reason is that the UPC will not only apply sources of law common to all
UPCA states but is also allowed to apply national law as a last resort®. This

2 Unified Patent Court, “Adjustment of the timeline — Start of the Sunrise Period on 1
March 2023, UPC, 2022, https://www.unified-patent-court.org/en/news/adjustment-
timeline-start-sunrise-period-1-march-2023

3 Mewburn Ellis, ‘The Unitary Patent and the Unified Patent Court explained’, Mewburn
Ellis, 2022, https://www.mewburn.com/law-practice-library/the-eu-unitary-patent-and-
the-unified-patent-court-explained

4 Constance Krenz et. al., “How will the Unified Patent Court decide your case?”,

2022, https://www.dlapiper.com/en-at/insights/publications/2022/02/how-will-the-uni-
fied-patent-court-decide-your-case

5> Ewin Kelsey et. al., “European Patent Holders Should Address Opt-Out Question Before
Unified Patent Court Begins Operations”, The National Law Review, 2022,
https://www.natlawreview.com/article/european-patent-holders-should-address-opt-out-
question-unified-patent-court-begins

® Prock, T., Unitary Patents: Keeping prior national rights firmly in your sight,
Mark&Clerk, 2022, https://www.marks-clerk.com/insights/articles/unitary-patents-keep-
ing-prior-national-rights-firmly-in-your-sight/

7 Jens Andreasson. ’Motorbyte i det europeiska innovationssystemet”, SvJ7T, 2014, p. 569
8 Art. 24(1) UPCA
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may of course at a first glance be perceived as uncertain and contradictory
given that the UPC is a unified court.

1.2 Purpose and research questions

With this thesis the author aims at providing a better understanding of UPC’s
legal order. In particular, it is a purpose to understand when and how national
law may be applied by the UPC.

A further aim is to investigate whether the prevailing uncertainty is caused by
the legal order. Finally, it is a purpose to investigate consequences and con-
siderations for the patent owner, caused by the fact that the UPC may apply
national law.

In summary, the principal questions addressed in this thesis are:

e In which situations can a patent applicant expect that the UPC will
apply national law? What national law will be applied in the respec-
tive situations?

e What consequences and considerations does application of national
law entail for a patent applicant?

e s the legal order sufficient to achieve desired harmonisation of patent
law?

1.3 Methodology and delimitations

To achieve the above-mentioned purpose, applicable law and its effects has
been analysed using a legal dogmatic method. Because UPC is a new court
there is no available case law. Instead, relevant regulations of UPCA has been
analysed in a systematic way based on authoritative sources, such as com-
mentary and academic articles, to clarify where national law may impact, or
be applied by, the UPC. Thereafter, implications and considerations of the
patentee have been analysed for the identified situations. Effects for an al-
leged infringer is not within the scope.

The perspective is to some extent Swedish, in the sense that some examples
are provided from a perspective of a patent practitioner serving the Swedish
market, i.e., Swedish patent owners, as well as patent owners that have re-
search and/or development in Sweden.

The aim has not been to give a complete list of all situations where national
law may be applicable, which may not even be possible as it depends on what



defences are presented, but rather to provide an understanding on how na-
tional law will influence UPC’s decisions.

1.4 Outline

The thesis comprises six chapters, where chapter two briefly explains the cur-
rent system, and chapter three introduces the new system that introduces the
UPC.

In chapter four, the UPC's competences are reviewed in a systematic way to
bring clarity in when and how sources of law will be applied by the UPC.

In chapter five the findings of chapter four are analysed, and chapter six con-
cludes the analysis.



2 The European Patent
System

2.1 European Patent Convention

The UPCA is based on the European Patent Convention (EPC) which was
signed on 5 October 1973, after more than 20 years of negotiations and de-
bate. The EPC is a multilateral treaty that creates the European Patent Office
(EPO) and provides for an autonomous legal system to review and grant Eu-
ropean patents. ?

2.2 European Patent (EP)

Patents are territorial rights, which implies that the exclusive right obtained
by a patent is only applicable in the country or region in which a patent has
been filed and granted, in accordance with the law of that country or region. '
Before the entry into force on the EPC, patent applicants were referred to the
national patent offices to apply for patent protection. The EPC introduced a
possibility to apply for patents in all EPC countries in one single application
handled by one single patent authority, i.e. the EPO.

The EPO examines European patent applications and takes patentability de-
cisions recognised by all EPC countries. Once the EP is granted, the applicant
may validate the EP in one or more of the EPC countries, whereby the patent
is transformed into national patents having the same legal effect as patents
granted by the national authorities. !' When UPCA enters into force the patent
applicant will be able to choose between validating separately in the UPCA
countries and requesting unitary effect. '> A EP validated separately according
to the legacy method is herein referred to as a classic EP, while a EP with
unitary effect is referred to as a EPUE.

The EPO also handles an opposition procedure, which allows any person to
centrally oppose and possible revoke an EP patent before the EPO, during an
opposition period of nine months from mention of the grant. 3

% EPO, “The history of the EPO”, EPO, 2022, https://www.epo.org/about-us/time-
line.html

10 WIPO, “What is a patent?”, WIPO, 2022, https://www.wipo.int/patents/en

T Art. 2(2) EPC

12See 3.2

13 Art. 100 EPC
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2.3 Law and Practice

The main legal sources of the EPO are the EPC, the Implementing Regula-
tions and Rules of procedure of the Boards of Appeals. The EPC includes
regulations on patentability and entitlement to an invention which are applied
by the EPO during the process of granting an EP. The EPC also comprises
regulations concerning effects of the EP and the EP application.

In addition, the EPO Boards of Appeals have over the years developed a sub-
stantial body of case law ! in order to clarify legal points of fundamental im-
portance and ensure a uniform application of EPC.!*> The EPO case law is
highly rated among national courts and shall for example be credited great
importance by the Swedish Patent and Market Court (PMD). ¢

2.4  European Patents as objects of
property

A patent right gives the patent holder the right to prevent others from manu-
facturing, selling, leasing, and importing anything that falls within the scope
of the patent. In the same way as other property, the patent right can be com-
pletely transferred (sold) or transferred for use (licensed). !’

While an EP application is prosecuted under one legal system, the law appli-
cable to a classic EP as an object of property is the national law of the country
of protection. '* According to the law applicable to the patent as an object of
property, it is determined how the process of patent exploitation must be per-
formed in order to be valid. More specifically, this will affect how an EP is
treated in rem. In principle this mean that rules concerning assignments and
licences, co-ownership protection for third parties etc. of a classic EP are
treated under national law in the respective contracting states.

14 Art. 112 EPC

15 EPO, Case Law of the Boards of Appeal, EPO, 2022, https://www.epo.org/law-prac-
tice/case-law-appeals/case-law.html

16 Prop. 2015/16:57, page 201

17 Persson, Annina H., Levin, Marianne & Wolk, Sanna (red.), “Immaterialritt & sakritt”,
Juridiska fakulteten, Univ., Stockholm, 2002, p 23

18 Arts. 2(2) and 74 EPC
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3 Unified Patent Court
Agreement

3.1 The European patent package

The new European patent package is based on the following treaties:
e EU Reg. 1257/2012, on creating a unitary patent protection,

e EU Reg. 1260/2012, on language regime creating a unitary patent pro-
tection, and

e The Agreement on a Unified Patent Court (UPCA).

The UPCA contains both substantive law and “choice of law” rules that
should make it clear what law the UPC shall apply. In addition, UPC will use
an independent set of Rules in Proceedings (RoP).

The entry into force of UPCA will also cause the entry into force of EU Reg.
1257/2012 " and EU Reg. 1260/20122°.

3.2 The Unitary Patent (UP)

3.2.1 What is a Unitary Patent?

An EPUE, commonly referred to as a “Unitary Patent”, is an EP, granted by
the EPO under the rules and procedures of the EPC, to which, at the patent
proprietor's request, unitary effect is given for the territory of the UPCA
States. ?!

For countries that have not ratified, the legacy procedure remain valid, which
means that a EPUE may also be a classic EP in EPC states, that have not
signed and ratified UPCA.

19 Art. 18 EPUE Reg

20 Art. 7 EU Reg. 1260/2012

2l EPO, “Unitary Patent (2022)”, EPO, 2022, https://www.epo.org/applying/euro-
pean/unitary/unitary-patent.html

11
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3.3  The Unified Patent Court (UPC)

3.3.1 About the UPC

The UPC is one single court consisting of a plurality of divisions, comprising
judges from all participating member states of the European Union. It is in
particular set up to decide on the infringement and validity of EP with, and
without, unitary effect. The UPC Court of Appeal ** will be a warrant for a
uniform jurisprudence among the divisions. >3

3.3.2 Competences

The UPC has exclusive competence?* in respect of a number of matters re-
lated to EPs (with and without unitary effect), including actions for infringe-
ment, revocation, protective measures etc. This means that the member states
of UPCA have transferred jurisdiction of a number of matters to the UPC. In
addition to the exclusive competences, the UPC is competent to handle tasks
raised by a defence?’ to an infringement accusation.

The national courts of the Member States shall remain competent for patent
related actions which do not fall within the exclusive competence of the
Court.?® This means that there is a double competence on certain matters and
that the national courts are competent to re-examine UPC decisions that are
outside its exclusive competences. 2’

3.3.3 Legal order

Article 24 UPCA % defines legal sources of UPC in order of priority.?’ On
the top of the list is Union law. As all UPCA states are also Union states, it is
inherent that the UPCA must be subordinated Union Law, such as free move-
ment of goods*® and services and competition law 3!,

The second source on the list is the UPCA. UPCA contains five parts. The
first part relates to general and institutional provisions and is most important
in this context. The second and third parts are related to how to the court shall

2 Art. 9 UPCA

23 UPC, “An Enhanced European Patent System”, UPC, 2014, https:/www.unified-pa-
tent-court.org/en/news/enhanced-european-patent-system

24 Art. 32(1) UPCA

3 Art. 32(1)(a)

26 Art. 32(2) UPCA

27 Tilmann, W. & Plassmann, C. (ed.), “Unified patent protection in Europe: a commen-
tary”, First edition, Oxford University Press, Oxford, 2018, p 593

28 See supplement 1

2 Tilmann, W. & Plassmann, C. (ed.), “Unified patent protection in Europe: a commen-
tary”, p 475

30 Arts 34, 36, and 56 TFEU

31 Arts 101 and 102 TFEU
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be formed and financed. The fourth part provides transitional provisions >
and the fifth part comprises final provisions.

The third source on the list is the EPC*?. The fourth source on the list is other
international agreements applicable to patents and binding on all Contracting
Member States. In particular, the Paris Convention, the Strasbourg Conven-
tion, and the TRIPs agreement are relevant. 34

The last source on the list is national law, which shall only be applied by the
UPC, when there are no provisions in the sources listed above. UPCA further
defines * how to find competent national law, by referring to applicable pro-
visions of Union law, and as a second-choice international instruments con-
taining private international law rules. The third choice, which is only appli-
cably in absence of the first choices, is national provisions on private interna-
tional law.

3.3.4 Transitional period

During a transitional period of seven years after the date of entry into force
of this Agreement, actions concerning a classic EP may still be brought before
national courts or other competent national authorities. During the transitional
period it is also possible for a classic EP (or application) to be opted-out of
the UPC, which means that the EP can only be treated under the legacy sys-

tem. 3¢

32S8ee3.34

3 See 2.3

34 Tilmann, W. & Plassmann, C., “Unified patent protection in Europe: a commentary”,
p 479

35 Art. 24(2) UPCA, supplement 1

36 Art. 83 UPCA
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4 Use of National law by
UPC

4.1 Systematic review

To identify situations where UPC may apply national law, conformity be-
tween UPC’s competences defined by Article 32 and the legal sources listed
in Article 24 UPCA will be analysed to identify how well the competences
are covered by the listed legal sources and where there are gaps where na-
tional law will be relevant.

The fact that the competences of UPC includes issues that can be raised as
defence to infringements actions, makes the review more complex. To pro-
vide a perspicuous overview, the presentation below divided into two main
parts; UPC’s explicit competences and other competences related to defences.

4.2 Exertion of explicit competences

4.2.1 General on UPC’s explicit competences

For the review of UPC's explicit competences, the following rough division
is applied in the following chapters:

1) Patent law issues, Article 32 (a-b) and (d-¢)

As the UPC is a “patent court” it is inherent that its competences are fo-
cused on issues of direct relevance under patent law. When exercising any
one of these competences, the UPC will typically deal with issues of pa-
tent invalidity and patent infringement. Hence, it is suitable to analyse
these competences jointly.

2) Prior usage, Article 32 (g)

Prior usage is also a matter if patent law, but it raises other issues and is
not only a relevant defence to an infringement accusation, but also an in-
dividual competence of the UPC and is therefore analysed separately.

3) Preliminary measures, Article 32 (c) and (f)

The UPC also has exclusive competence in respect to actions associated
with provisional protection conferred by a published EP application.
When an EP has not been granted the considerations of the UPC will be
slightly different. Therefore, these competencies are treated separately.

14



4) Other, Article 32 (h) and (1)

The last two competences refer to EU Regulations and consequently ir-
relevant for application of national law and have therefore been left out in
this review.

4.2.2 General patent law issues

4221 General on revocation and infringement

The EPC*7 comprises regulations regarding most aspects relevant to patent
validity, such as novelty and inventive step. It is reasonable to expect that
EPO case law will have a strong influence on UPC,® in the same way na-
tional courts today are reluctant to interfere with the EPO's exercise of pow-
ers.*” However, EPO case law is not binding to the UPC.*°

The UPCA comprises fundamental regulations defining rights of a patent
owner and acts constituting infringement acts. *' Due to the legal order, these
regulations override any corresponding provisions of EPC.* According to
the EPC ‘any infringement of an EP is dealt with by national law’. The UPCA
intervenes in this reference*’. This means that the infringement of an EP is
‘dealt with’ procedurally in accordance with the UPCA and RoP. Union law
does not contribute anything to this provision on competence and the proce-
dural law provision. “*However, UPCA does not provide any further guidance
regarding how to resolve the issue of claim interpretation for the assessment
of infringement and validity.

Traditionally patent claims are interpreted either technically/literally or under
the doctrine of equivalence, which in some situations allows for a broader
interpretation of the claims.*’ To this respect, national courts have developed
parallel diverging strategies for claim interpretation. 46

37 See 2.3

38 Paul England, “Novelty of patents in Europe and the UPC”, Journal of Intellectual
Property Law & Practice, 2017, https://doi-org.ludwig.lub.lu.se/10.1093/jiplp/jpx103t,
p.739

39 Reinisch, A.(ed.),”Decisions of the European Patent Organization Before National
Courts”, in ”Challenging Acts of International Organizations Before National Courts”,
Oxford, 2010, p.145

40 EU:P-1625/2006 (ASW)

4 Art. 25-27 and 29 UPCA.

42 Art. 64 (1) EPC

43 Art. 149a(1)(a) EPC

4 Tilmann, W. & Plassmann, C., “Unified patent protection in Europe: a commentary”,
p 475

% Domeij, Bengt, The Swedish Doctrine of Equivalence, SSRN, August 2010,
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The EPC* states that the extent of the protection shall be determined by the
claims, while the description and drawings shall be used to interpret the
claims. *® In addition, EPC expressly includes equivalents in the scope of pro-
tection of a EP.* This leaves room for the UPC to deviate from literal claim
interpretation.

However, to apply national law when deciding on the question of validity and
infringement would contravene the desire to harmonize patent law *°. Instead,
it appreciated that the UPC will develop its own case law within this area.
This assumption is in line with the conclusion of a comparative study per-
formed by Paul England, which emphasizes a consistent approach to the
scope of claim for the assessment of infringement and novelty. !

It is not possible to foresee what the judges of the UPC will agree on given
their different backgrounds. However, a reasonable assumption is that case
law of important patent countries i.e. Germany, Netherlands and France will
have major influence on UPC case law. >

4222 National prior rights of EPUE

One particular question that has been raised by patent practitioners with re-
gards to validity of EPUE is how national prior rights > will be handled.>* A
national prior right is a national patent application for an EPC state which has
an earlier priority date, but which is published after the priority date of the
EP. National prior rights are not relevant to the grant of an EP but can be
invoked in national proceedings as grounds for revocation.

For a classic EP, a national prior right can be addressed by filing an adapted
claim set for the respective country either before the EPO or in a subsequent
national proceeding. >° This is not an option for EPUE, since only EPs granted
with the same set of claims for all participating EU Member States are eligible
for Unitary Patent protection. >®

Neither EPUE Reg nor UPCA contains any regulations regarding national
prior rights for EPUE. However, EPO have introduced systematic “top-up”

47 EPC revised on 29 November 2000

48 Art. 69 EPC

49 Art. 2 Protocol on the Interpretation of Article 69 EPC

30 Preamble UPCA

51 Paul England, “Novelty of patents in Europe and the UPC”, p. 1

52 Paul England, “Novelty of patents in Europe and the UPC”, p. 1

3 Art. 139(2) EPC

34 Prock, T, Unitary Patents: Keeping prior national rights firmly in your sight, 2022
55 Rule 138 EPC

% Art. 3(1) EU Reg. 1257/2012

16



search for earlier national rights before grant, which indicate that this is ex-
pected to be an issue. >’

For the EPUE to be unified, the UPC must develop its own case law within
this area, in the same way as regarding patentability and infringement. Legal
practitioners that have drawn up different scenarios for how national prior
rights will be handled by UPC. A worst-case could lead to the dis-allowance
of unitary patent protection.>® An alternative would be that a national prior
right in the proceedings before the UPC will lead to a revocation only in the
contracting member state where the prior right exists *. It seems like it is pos-
sible to argue for both alternatives.

4223 Corrective measures

In accordance with UPCA the UPC has exclusive competence to order cor-
rective measures and damages in infringement proceedings.®® In general,
UPCA and RoP are quite elaborate on the process for permanent corrective
measures *'. However, commenters have of course been able to find passages
that can be subject to diverging interpretation. > Anyhow, it cannot be con-
sidered particularly likely that national law will be applied to decide on per-
manent corrective measures or damages. Instead, this will also be an area
where UPC case law will eventually provide interpretation to ambiguities.

4.2.3 Prior usage

The UPCA contains some explicit references to national law. In these cases,
national law will take precedence over EPC and other national agreements. %
One reference to national law concerns right based on prior use or possession
of an invention. *

Rights based on prior use are meant to prevent that business activities built
up without patent protection, can be not stopped by a later filed patent. The
background is that it would not be fair that a patent owner could make de-
mands on someone who worked the invention before the patent application

STEPO, “EPO introduces systematic top-up search for earlier national rights”, EPO News-
letter, 25 July 2022, https://www.epo.org/mews-events/news/2022/20220725.html

38 Prock, T, Unitary Patents: Keeping prior national rights firmly in your sight, 2022

5 Tilmann, W. & Plassmann, C., “Unified patent protection in Europe: a commentary”,
p. 120

60 Art. 64 and 68 UPCA

1 Art. 60-69 UPCA

2 Vadym Semenov, “How will it be? Injunctive relief in UPC practice”, Journal of Intel-
lectual Property Law & Practice, 2020, https://doi-org.ludwig.lub.lu.se/10.1093/ji-
plp/jpaa0l4, p.134

6 Art. 24(1) UPCA
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was filed. This would be a waste of resources and not in line with the intention
to promote technical development, seen to the society as a whole. °

UPCA states that if in one member state there are legal provisions regulating
prior use, those regulations will also apply to protection of an EPUE. Hence,
prior use defences that may today be invoked with regards to classic EP and
national patents, will be considered also by the UPC, in that particular mem-
ber state. Hence, in this respect a EPUE will not be unitary, in the sense that
it has the same effect in all member states, instead national law of the member
state where the usage takes place will be considered. *

4.2.4 Preliminary measures

UPC is also competent to handle action for provisional and protective
measures %’. This means that the UPC is competent to order prompt and ef-
fective provisional measures to prevent an infringement. 8

An order of preliminary measures would typically have to consider merits of
an infringement claim and damage caused by a possibly ongoing infringe-
ment. At this respect V. Semenov has in the article “How will it be? Injunctive
relief in the UPC practice” noticed that there is a discrepancy between UPCA
and the RoP with respect to the extent evidence for validity and infringement
that will be required for the UPC to order preliminary measures. Semenov’s
conclusion is that the UPCA provisions on preliminary injunction are flexible
enough and will allow the UPC to exercise considerable discretion.

Hence, it remains to be seen what approach with UPC will take on this matter.
In the same way as for the other exclusive competences UPC will have to
develop its own case law, which will naturally be inspired by national law of
contracting states.

5 Art. 32(1)(g)

66 4 § PatL

7 Art. 62 UPCA

68 Art. 30 TRIPS

% Vadym Semenov, “How will it be? Injunctive relief in UPC practice, Journal of Intel-
lectual Property Law & Practice”, 2020, https://doi-org.ludwig.lub.lu.se/10.1093/ji-

plp/jpaa0l4, p. 134
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4.3 Issues raised by defences

4.3.1 General about defences

Apart from exclusive competences ’°, it is expected that UPC will also rule on
various claims presented in counter claims or used as defence to infringement
accusations.

Many, even most, arguments presented in defences raise issues that are regu-
lated by the legal sources which take priority over national law. However,
defences may in addition raise a variety of issues that do not really have any-
thing to do with intellectual property law.

Commenters mean that in this context, the term ‘related defences’ shall be
interpreted broadly to include all objections and pleas which deprive the use
of the patent of its illegality, or which may be raised against raising or con-
ducting an infringement action. Typical examples objections are licences,
right to the patent, missing entitlement (missing ownership, missing right to
sue) and compliance with the claim. !

The UPCA does not include any regulations within this area, which means
that this type of issues have to be handled under national law. This has been
criticised, as it is considered to limit uniformity and differs from the EU reg-
ulations on trademarks ’? and designs 7?, which do include at least basic regu-
lations in this area.”

To determine national law directly applicable provisions of Union law con-
taining private international law rules shall be used when present.’> This
means that the regulations in Rome I shall be used for contractual matters and
that Rome II shall be used for non-contractual obligations, such as non-con-
tractual aspects of the patent as an object of property.’® In the light of this,
the following chapters will first discuss how national law shall be applied
with respect to contractual and thereafter to non-contractual matters.

70 Art. 32 UPCA

"I Tilmann, W. & Plassmann, C., “Unified patent protection in Europe: a commentary”,
p. 596

2 EU Reg. 2017/1001

3 Council Regulation (EC) No 6/2002

74 Jens Andreasson. "Motorbyte i det europeiska innovationssystemet”, p. 569

5 Art. 24(2)(a) UPCA

76 Jonas Lembke, “Legal order in the Unified Court”, Nordiskt Immateriellt Riittsskydd,
4/2014, p 388-389
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4.3.2 Contractual matters

43.2.1 Obligating contracts

It is not unusual that issues of ownership or disposition of a patent are based
on disagreement regarding interpretation of obligating contracts, such as pur-
chase agreement or licence agreements. For obligating contracts accompany-
ing the disposition on the patent, the principle of free choice of law applies. ”’
If no choice of law has been made by the parties an ‘obligating contract’ shall
be governed by the law of the country where the party required to affect the
characteristic performance of the contract has his habitual residence.”® For
contracts of assignment this is the assignor and for licence agreements the
licensor. In such a scenario, the law of the assignor or licensor would have to
be applied in the absence of a choice of law in the contract. ”®

In conclusion, a Swedish patent owner may regulate choice of law in any
contractual agreement. If law is not regulated, Rome I will generally result in
that Swedish Law shall be applied when resolving issues of ownership raised
in a defence.

4322 Employee inventions

The right to an invention pertains to the inventor or his successor in title. 3
Due to a general rule in labour law, inventions produced by an employee in
his/her employment accrues to the employer and not to the inventor. Regula-
tions in this area varies by country. 8!

In many cases intellectual property rights are regulated in an employment
agreement. In Sweden, the employer’s right to an invention is, in the absence
of an agreement, further regulated by law *2.

According to EPC, the right to an EP shall, if the inventor is an employee, be
determined in accordance with the law of the State in which the employee is
mainly employed. 3 This means that for issues brought up in a defence, relat-
ing to a Swedish employment, the UPC shall apply Swedish law.

77 Art. 3 Rome [

8 Art. 4(2) Rome I

" Tilmann, W. & Plassmann, C., “Unified patent protection in Europe: a commentary”,
p. 156

80 Art. 60 EPC, first sentence

81 Persson, Annina H., Levin, Marianne & Wolk, Sanna, Immaterialritt & sakritt, p. 215
82 Lag (1949:345) om ritten till arbetstagares uppfinningar

8 Art. 60 EPC (1) second sentence
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4.3.3 Patent as an object of Property

UPC is competent for the settlement of disputes relating to EPs with and with-
out unitary effect. % However, as an object of property the UPC will have to
treat EPs differently depending on whether they have unitary effect or not. As
described above **, a classic EP is, in each designated Contracting State, sub-
ject to the law applicable in that State to national patent applications. How-
ever, law to be applied to a EPUE as an object of property is defined by Arti-
cle 7 EPUE Reg, which takes precedence over the regulations in EPC.

According to the first paragraph of this article, law to be applied to a EPUE
as an object of property is the law of the UPCA state where (a) the applicant
had his residence, principal place of business, or where (a) is not applicable
(b) place of business, on the date of filing of EPUE. However, this is subject
to the condition that such particulars are recorded in the European Patent Reg-
ister at the date if filing.

The second paragraph clarifies that where two or more persons are entered in
the European Patent Register as joint applicants, point (a) of paragraph 1 shall
apply to the first indicated joint applicant having a place of business in the
member state. In other words, not only the registration, but also the order in
which joint applicants are registered is important.

According to the third paragraph, the law of the State where the European
Patent Organisation has its headquarters (i.e. German Law *®) shall be applied
for all member states, when law cannot be determined using the first or second
paragraphs.

Hence, for EPUE one national law is applied in all UPCA states in accordance
with these regulations, which depend on the registration in the European Pa-
tent Register.

For a patent owner, having its principal place of business in Sweden, this
means that the UPC will treat a for EPUE under Swedish law with respect to
all participating Member States, while a classic EP will be treated as a na-
tional patent in each contracting states. Hence, when it comes to questions
related to EPUE as an object of property law will depend mainly on the na-
tionality of the original patent applicant.

8 Art. 1 UPCA
85 See 2.4
86 https://www.unified-patent-court.org/en

21


https://www.unified-patent-court.org/en

5 Analysis

5.1 When may National law be applied?

The review in chapter four indicate that national law is not expected to be
directly applied when it comes to UPC’s explicit competences. This is an in-
born consequence of the desire to harmonise patent law. Worth noticing is
that harmonisation of patent law is not always achieved by the UCPA itself
but is to a large extent left to the judges of the UPC. When UPC case law is
being established, it will be influenced by national law. However, this has
nothing to do with the mention of national law as a “source of law” but is a
consequence of the objective to harmonise patent law.%” The only identified
exception, where national law is applied by direct limitation of UPCA, is the
regulation of prior usage.

However, when it comes to implicit competences of UPC associated with de-
fences, the UPCA does not seem to provide any further harmonisation apart
from regulations and agreements already present. Hence, for the implicit com-
petences national law is expected to be frequently applied, both for contrac-
tual matters and for the EP as an object of property and for other matters
raised.

5.2 The patent owner’s perspective

During the process of obtaining a patent, a patent owner will, independent on
jurisdiction, go through a process of drafting and filing of the patent applica-
tion and prosecution it at the EPO. The patent owner will typically also, both
before and after a patent is granted, have to handle various agreements re-
garding the patent, such as assignments and licence agreements. All these
steps may impact what happen during litigation. The effect depend on the
court and on law applied on the court.

In the current system, national litigation is the only option. This means that
an owner of an EP, to be on the safe side, has to consider all relevant jurisdic-
tions of the EP contracting states throughout the process. For example, patent
claims, as well as invention assignments must be suitable for litigation in all
EP contracting states where the patent owner is active.

With the introduction of UPC, the owner of an EP is now faced with the de-
cision between considering all relevant jurisdictions where litigation may be
needed (typically where a patented product or process is commercialised), or
consider the jurisdiction of UPC, which may initially be uncertain. However,

87 See 4.2.2
8 See 5.2.3
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as a patent owner often do business in several UPCA states, the former may
also be rather incomprehensible, even if there is established case law in the
individual jurisdictions.

The areas where uncertainties have been identified will hereafter be discussed
from this point of view.

5.2.1 Harmonised patent law

The review above indicate that many of the questions raised by the commu-
nity of patent practitioners, relate to issues that will naturally be resolved
when the UPC starts to make decisions. This is not only the case for general
patent law issues, but also for other issues, such as interpretation issues asso-
ciated with contracts®’. These uncertainties are an effect of the introduction
of a new system, rather than of weaknesses of the system as such.

The initial immaturity of the system, which is of course problematic to a pa-
tent owner, will be resolved by the provisions enabling patent owners to opt-
out their most important patents.”® Initially various national case law will
probably have impact on decisions of UPC. However, once UPC case law has
been established, the unified system will be much more comprehensible than
the legacy system, as a patent owner that litigates in UPC will have to con-
sider fewer different jurisdictions.

For a small country like Sweden, it is also reasonable to expect that the judges
of PMD will consider UPC case law highly, in the same way as they today
follow EPC case law.°! This may imply an initial change in case law also to
patent owners that only litigate is Sweden. However, eventually this change
may lead to improved predictability also in the national court, as the case law
of UPC will be much more comprehensible than Swedish patent case law due
to the amounts of cases. The decision on whether to litigate nationally or in
UPC may then be a matter of cost and procedural matters, rather than on legal
outcome.

A harmonised patent law, regarding matters such as claim interpretation, is
highly advantageous to patent owners, as it makes it easier to determine scope
of protection of existing rights. It is of course also easier to produce good
patents, if there are not diverging rules regarding interpretation that have to
be considered.

8 See 5.2.4.2
% See3.34
1 Prop. 2015/16:57 page 201
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5.2.2 National prior rights

Regarding national prior rights it appears a bit odd that there is no regulation
in place. There is also a risk that the issue of national prior rights will not be
dealt with so frequently by the UPC and in particular not with the BoA, as
patent owner being aware of a national prior right may avoid the UPC. Hence,
it may take some time until case law has been established. Even if this issue
will eventually be resolved, it would have been much clearer for patent own-
ers if a regulation would have been in place before the UPC opened.

5.2.3 About prior use

Regarding the regulations about prior usage, it seems reasonable that prior
usage remains a national concern, as prior usage rights are protecting “others”
from the patent owner. Hence, it makes sense that the same rules apply for all
types of patents within a state. Anything else would cause a confusing and
uncertain situation for anyone starting a business.

From a patent owner’s perspective, this means that existing national prior use
rules that today allows any person who was in possession of a patented idea
before the patent was filed, will continue to apply in the same way independ-
ent on whether a patent is litigated before a national court of before the UPC.
It may of course seem a bit messy, but at least not a deterioration and probably
not a major issue.

5.2.4 The lack of material regulation

5.2.4.1 The EP as an object of property

Law applied to an EP as an object of property, is an important aspect for a
patent owner to consider when drafting assignments and contract. With this
regard, the main issue for the patent owner is of course that there is some kind
of certainty regarding what law will be applied. Secondly, it is of course ben-
eficial for a patent owner if the number of laws that have to be considered is
limited. Finally, a patent owner is expected to prefer that the law applied is a
law that is well known.

With this perspective the regulation in EPUE Reg appears beneficial to the
patent owner. A Swedish company will be able to treat all EPUE under Swe-
dish law. Considering that Swedish companies would typically have good ac-
cess to Swedish lawyers with good knowledge of Swedish law, this might
actually be the best option for the patent owner. For international players it is
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also an improvement. One may assume that a company with principal place
of business outside Europe will welcome the possibility to only have to con-
sider one national law, typically German law, when drafting agreements etc.
concerning EPUE. Hence, the criticism that the UPCA is far from uniform
when it comes to the patent as an asset, does not seem valid from the patent
owner’s perspective.

It is even possible that further harmonisation in this area would have caused
further confusion for the patent owners, something that has been highlighted
by Alexander Ramsey, member of the UPCA drafting committee. Alexander
Ramsey means that further harmonization of property aspects in the UPCA
framework would not have been possible if uniform practice were to be guar-
anteed in areas where national courts have double competence. °* Hence, for
areas where courts have double competence, regulations in the UPCA, may
actually have had increased uncertainty for patent owners as decisions could
then have been contested in national courts with diverging outcome. This does
not mean that harmonisation is not desirable also in this area. However,
maybe the UPC is not the right forum, as these regulations apply to various
material objects.

What is important for a patent owner to understand, is that the decision re-
garding whether to validate with unitary effect or separately in different coun-
tries will affect what law 1s applied to material aspects of the patent. From
this aspect the EPUE may be preferable.

In addition it may be important for future patent owners to bear in mind that
information typed in the “Request for grant of a European patent” will influ-
ence what is entered in the European patent register and consequently also
what law is applied to the EP as an object of property if the application results
in an EPUE. This seems to be of particular importance for patentees having
their principal place of business outside the EPUE member states or in case
of multiple joint applicants of different nationalities.

52.4.2 Contractual matters

There is already today a harmonisation on contractual matters on EU level
through Union Law and Rome 1. Hence, divergence in the contractual area is
not mainly a matter of applicable law, but rather a question of diverging in-
terpretation of common law in the national courts. Also, as contractual patent
matters is not an exclusive competence of the UPC, it could have caused more

2Alexander Ramsey, “Ett enhetligt europeiskt patentsystem - perspektiv frén insidan”,
SvJT, 2014, p.692-693
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harm than good to include regulations regarding contractual matters in
UPCA, in the same way as regarding patents as objects of property.*?

However, there are already today signs that the national courts are heading
towards a largely similar approach to FRAND agreements, which is an im-
portant aspect to patent owners. °* If UPC further contributes to harmonisation
of interpretation of patent related contracts it is of course welcome from the
patent owner’s perspective.

% See 5.2.4.2

4 Cappuyns, P., Al Ganim, N., “Four times FRAND: an analysis of recent judgments
from the UK, Germany, the Netherlands and France, and lessons for the upcoming UPC
system”, Journal of Intellectual Property Law & Practice, 2022
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6 Conclusion

The UPCA is quite a complex set of rules to grasp, and it comprises several
references to legal instruments. The mention of national law in its legal order
may therefore appear confusing, in particular due to that the drafting commit-
tee has left many details to be resolved by the UPC's judges. However, the
conclusion of this thesis is that UPC's application of national law should not
be a major concern for patent owners, as it is possible to predict when and
how national law will be applied.

Many of the concerns raised has to do with that the UPC is a completely new
jurisdiction where harmonisation of patent law will to a large extent be pro-
vided by the UPC’s decisions. Once UPC case law has been established, the
patent owner can, with at least one exception®®, expect that national law will
not influence decisions related to direct patent law issues.

However, national law will also in the future be applied on material aspects
of EPs, independent on whether the UPC or the legacy system is used. This
is something that patent owners must continue to consider for example when
drafting agreements or applying for EPs, as applicable law is different in dif-
ferent situations.”® For the cases where national differences depend on inter-
pretation of common legislation rather than on law, the UPC may through its
rulings contribute to harmonisation also in this area.

In conclusion, the new system does not provide full harmonisation on all pa-
tent related matters, but the harmonisation on direct patent law issues will be
a considerable step forward. This appears to be in line with the purpose of the
cooperation and is presumably beneficial for patent owners.

% See 5.2.3
% See 5.2.4
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Supplement A

(From the Unified Patent court Agreement)

Article 24
Sources of law

1. In full compliance with Article 20, when hearing a case brought before it
under this Agreement, the Court shall base its decisions on:

a)

b)

¢)
d)

e)

Union law, including Regulation (EU) No 1257/2012 and Regulation
(EU) No 1260/2012;

this Agreement;
the EPC;

other international agreements applicable to patents and binding on
all the Contracting Member States; and

national law.

2. To the extent that the Court shall base its decisions on national law, includ-

ing where relevant the law of non- contracting States, the applicable law shall
be determined:

a)

b)

by directly applicable provisions of Union law containing private inter-
national law rules, or

in the absence of directly applicable provisions of Union law or where
the latter do not apply, by international instruments containing private
international law rules; or

in the absence of provisions referred to in points (a) and (b), by national
provisions on private international law as determined by the Court.
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