Commission Communication
on the action taken on opinions and resolutions adopted by Parliament at the July 2012 part-session
ORDINARY LEGISLATIVE PROCEDURE – First reading

European Parliament legislative resolution on the proposal for a regulation of the European Parliament and of the Council concerning customs enforcement of intellectual property rights

1.
Rapporteur: Jürgen CREUTZMANN (ALDE/DE)
2.
EP reference number: A7-0046/2012 / P7_TA-PROV(2012)0272

3.
Date of adoption of the resolution: 3 July 2012
4.
Subject: IPR Customs enforcement

5.
Inter-institutional reference number: 2011/0137(COD)
6.
Legal basis: Article and 207 TFEU

7.
Competent Parliamentary Committee: Committee on the Internal Market and Consumer Protection (IMCO)

8.
Commission's position: The Commission can accept part of the amendments adopted by the European Parliament.

The Commission can accept amendments 2, 6, 9, 22, 28, 41, 44, 50, 61, 63, 65, 71, 85 and 103.

The Commission can partially accept amendments 1, 51, 57, 93 and 101:

Amendment 1: The part related to information to consumers falls outside the scope of this.

Amendment 51 and 57: The Commission cannot accept to limit the information to be transmitted to "photographs". Customs should be allowed to send images, where appropriate in any format (photocopies, video, etc.). Amendment 56 cannot be accepted for the same reason.

Amendment 93: the Commission cannot accept to delete the reference to article 23 and to add the reference to article 24.

Amendment 101: according to the Commission, the entry into force and application of paragraph 4 should be better put in article 37. Moreover, paragraph 4d is obvious from article 32.

The Commission cannot accept the following amendments:

Transit (Amendments 11, 53 and 59): The Commission cannot accept to reverse the burden of proof for the final destination of goods transiting the EU (The European Parliament proposes that the final destination of the goods would be presumed to be the market of the Union; the declarant or the holder of the goods bearing the burden to prove the contrary). Following this principle, customs would detain goods in transit in the absence of clear and convincing evidence to the contrary provided by the declarant, holder or owner of the goods.

Without a similar provision within the IP substantive law, the detention of goods by customs on the basis of this provision would not render customs actions effective ("the substantive decision … cannot be adopted on the basis of a suspicion but must be based on an examination of whether there is proof of an infringement of the right relied upon" – Paragraph 68 Nokia ruling).

Moreover, the principle raises questions of proportionality: there is a risk that actions of the Member States’ customs authorities would be random and excessive.

Amendment 27 specifying that goods in transit are covered by the regulation (and Amendment 3 specifying that goods placed under a suspensive procedure are also covered) does not bring clarity as regards its scope.

More specifically as regards generic medicines in transit (Amendments 109, 126 and 153), the Commission points out that recital 17 is not intended for "generic" medicines in the EU, but for medicines in transit which are covered by a patent in the EU (therefore, these medicines are not generics in the EU). The reference to "generics" in the regulation would create legal uncertainty, by obliging customs authorities to determine whether the medicines are generic or not.

Falsified medicines (Amendments 110, 127, 154 and Amendments 121, 151, 163): National laws flowing from Directive 2001/83/EC are not related to the customs regulation. The availability of generic medicines in the EU and worldwide falls outside the scope of this regulation. The Commission can therefore not accept that a recital is added to this self-standing Commission proposal. In the same vein, the Commission does not consider necessary to bring in the regulation an obligation to submit a report on its impact on the availability of generic medicines.

Level of suspicion of IPR infringement that allows for legitimate detention of goods by customs (Amendment 10 and 30): The European Parliament proposes that customs authorities may detain goods with regard to which "there are sufficient reasons to satisfy customs authorities that in the Member State where these goods are found, are prima facie" the subject of an action infringing intellectual property rights. The Commission considers that the proposed wordings may not replace the words "adequate evidence" of TRIPS Art. 52 or "prima facie evidence" of TRIPS Art. 58.

Only one procedure for destruction applicable to all IPR infringements (Amendments 12, 49, 55, 68, 72, 73, 75, 79, 82 and 83): the Commission proposes two different procedures, one applicable to counterfeit and pirated goods, and another applicable to more complex IPR infringements where the infringement may be difficult to determine upon mere visual examination (for instance, patents or plant variety rights).

The single procedure proposed by the European Parliament coupled with the deemed agreement to destroy goods in case no reaction to customs is given by the declarant or holder of the goods might lead to destruction of goods suspected of complex IPR infringements without enough elements for customs to justify it. Moreover customs would be obliged to do so even if eventually they have doubts on the existence of infringement.

In addition, in no case "the confirmation by the right holder of IPR infringement" should be considered as a requirement for destruction (Amendment 13 and 74). As it was underlined during the formal consultations within the 2010 WTO disputes with India and Brazil, customs' decision cannot rely on the opinion of the right holder, which is one of the parties in conflict.
Small consignments procedure (Amendments 14, 15, 35, 84, 88, 89, 92, 97, 98 and 106): The Commission considers that Parliament's definition would be impractical (1 consignment of 2 Harley Davidson or 1 consignment of 1.999 pills of less than 2 Kg would be considered as a small consignment). Moreover, the Commission considers that the small consignment procedure should apply only to counterfeit and pirated goods. The European Parliament proposal to apply it to all IPR infringements is problematic: destruction of goods in case of complex IPR infringements should not be foreseen without intervention of the judicial authority or express agreement of the parties concerned.

Right to be heard (Amendments 16, 52, 58, 86 and 87): The Commission cannot accept to limit the right to be heard before a decision is taken by customs to complex IPR infringements such as patent violation.
The right to be heard is a general principle of Union law taken from the so-called "constitutional traditions common to the Member States". The fundamental principle of observance of the rights of the defence, which is an elementary concept of law and justice that must be respected by any legal system, applies where the authorities are minded to adopt a measure which will adversely affect an individual.

The authorities of the Member States are subject to that obligation when they take decisions which come within the scope of the Union law, even though the Union legislation applicable does not expressly provide for such a procedural requirement.

Scope of IPR covered by the regulation (exclusion of illicit parallel imports- Amendment 4): Legislators have granted intellectual property rights, and customs are well placed to enforce them. The Commission therefore sees no reason to exclude a priori any type of IPR infringement from the scope of the Regulation. The Commission proposes to include parallel trade, but at the same time insist on adequate evidence and procedural safeguards. Where customs authorities are confronted with parallel trade which is suspected of infringing IPR, they should be allowed to detain the goods concerned instead of letting them enter the EU market.
Finally, the Commission cannot accept the following amendments:

Amendments 5, 7 and 8: The responsibility for the application of the Regulation falls on the Member States. Where the need of uniform application has been identified, the Regulation must provide for implementing acts (Art. 291 TFEU). The Commission shall ensure the correct application by the Member States on the basis of the Treaties (Art. 17 TEU). The amendments contradict themselves. A legislative act "empowering" the Commission to deliver soft legislation is questionable. Reference to the Modernised Customs Code and e-customs is inappropriate since they are out of the scope of this regulation. Amendment 8 is confusing and might be used to justify lack of implementation by Member States.

Amendments 17, 29, 31, 32, 34, 47, 67, 69, 70, 76, 90, 99 and 100: the Commission would prefer the wording as proposed in the Council compromise text.

Amendments 20, 21, 23, 24, 94 and 95: They fall beyond the scope of this Regulation and should not interfere with it.

Amendments 25 and 81: The concept of "educational and exhibition purposes" is not clear. There is no equivalent provision in Directive 2004/48/EC the enforcement of intellectual property rights. It is doubtful that goods for destruction can be handed over to right holders and associations.

Amendment 26: is directly introduced in article 31.

Amendment 33 does not allow flexibility and might create confusion if a change is further made in the customs legislation.

Amendment 36 is impractical and does not bring added value.

Amendments 37, 38: The definition should refer to, or reproduce, Art. 4 (c) of Directive 2004/48/EC of the European Parliament and of the Council of 29 April 2004 on the enforcement of intellectual property rights.
Amendment 39: ambiguous wording which does not address the justification provided: "this is to avoid the filing of multiple applications for the same IPR and parallel submissions of national and Union applications".

Amendment 40: The European Data Protection Supervisor was consulted for the basic act in which it is determined which data must be provided by the applicant. The Commission does not consider necessary to re-consult the EDPS when implementing the application forms. They will only provide the standard lay-out but will not contain more than what is provided for in the basic act.

Amendment 42: Any information relevant for the customs authorities' analysis and assessment of the risk of infringement of the intellectual property right(s) concerned should be provided. The proposed amendment might bring less clarity.

Amendment 43: the applicant should give his consent to the storage of data in the central database by the Commission. Storage of data is considered as processing of data.

Amendment 45: The central database is being currently developed by the Commission and it will be made available to all Member States.

Amendment 46: incomplete applications should be rejected in all circumstances.

Amendment 48: These samples are the property of the goods' owner. The possibility to provide the right holder with the samples is exceptional. Right holders should return the samples provided by the Customs authorities, except in duly justified circumstances. Where the right holder fails to do so, there should be legally foreseen consequences.

Amendment 54: It is not acceptable that in an administrative relationship, the public administration leaves under the responsibility of a third party the notification of a detrimental decision, in particular where such third party is in conflict with the party concerned within the administrative relationship. Likewise, it would not be appropriate to leave the notification to the right holder affected in the hands of the holder of the goods.

Amendment 60 and 62: The Regulation foresees an application system which is open to all right holders. Where right holders decide not to submit an application, the customs authorities "may" detain goods, but they should not be obliged to initiate a complex search of the right holders potentially affected. The treatment of perishable goods poses problems to customs, including liability of the customs administrations towards the holder of the goods. Where the right holders decide not to submit an application, the customs authorities should not take action on perishable goods.

Amendment 64: The information obtained by customs is confidential and should not be shared with other IPR enforcement bodies but in the context of criminal procedures.

Amendment 66: Wording too ambiguous that justifies almost any use by right holders of confidential information provided by customs to the right holder.

Amendment 77: The period granted to the right holder, without prejudice to a possible extension in appropriate cases, cannot exceed 10 days in accordance with TRIPS Art. 55 (“If, within a period not exceeding 10 working days after the applicant has been served notice of the suspension…”).
Amendment 78: This amendment follows the wording of the proposal in its articles 20(2) and 23(5). However, it refers to provisions proposed by amendment 74 and 77, which the Commission cannot accept.

Amendment 80: The authorisation to public or private organisations to process confidential information provided by public authorities is not possible under the data protection legal system in the EU.

Amendment 91: Inconsistent with amendment 87 and with Art. 24(6) of the proposal.

Amendment 96: Inconsistent formulation: the rules on administrative sanctions are "national law", which cannot be applied "without prejudice to national law". The Regulation should ensure that Member States have administrative sanctions in place to apply to infringements to the obligations set out in it.

Amendment 102: There is no need for implementing measures to establish the database. Article 31 and 32 provide in the basic act all provisions necessary for this.

9.
Outlook for the amendment of the proposal: There is no need for a formal modified proposal at this stage, as negotiations have not yet started.

10.
Outlook for adoption of the proposal: The European Parliament adopted its first reading in July, a few days after COREPER endorsed the "compromise" text elaborated by the Working Party as the Council negotiating mandate. The trilogues will not start before Mid-September. It is too early to speculate on a date for the adoption of the proposal. The two legislators have however the objective to adopt it in an early second reading before the end of 2012.

