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. June 16, 2006

' The Hon Andrew Cheng Kar-foo

* Chairman, Legislative Coungil Bills Committee
. Legislative Council Building

. § Jackson Rod

" Central, Hong Kong

By Fax: 2537 1851, 2696 9088

. Dear Mr Cheng,

Prohibition of Misleading Words on Packaging of Tobacce Products

 We have noted with disappoinanent the Government's views on the prohibinon of using

musleading words on cigarette paciks. that were wanspired 1o the Bills Commatree ar (s
meentng heid on {5 June 2006,

Below are some quick cornments (in 1talics) by Mr Enc Legresley, our tega: adviser
based 1 Canada who has special interest i tobacco control legislanon: -

- 1find 1t a bt odd thar government solicitors would apparently base 1hetr rewcranee

proceed with removing descriptors based on the Paris Convention and the "RIPS
Agreement. Both of these are compararively easy to dispense with -- @ maiter { will oe
speaking on in Washington in a discussion on the international legality of plain

. packaging. Ustally more of the focus is on a related agreemenis dealing with investmunts
Trogtntety oof Tongeon Dependency

fthe TRIMS Agreement) or technical barriers to trade (TBT Agreemens)

Since its already at the top of my mind as I prepare my WCTOH talk. {1l give just a few
. brief words about the Paris Convention and the TRIPS Agreement, with the vavael thai /

havent seen the precige form of argument they raised with respect to both of those

treaties. The arguments are set out with the jollowing divisions in order 10 -elur kel
i specific industry arguments, which m furn track with and wse specific provisions within

the treaties.
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It mught be comtended that a prolibition on descriptor use on the package amounts to INADEQUATE
PROTECTION of trademarks in vielation of these treaties, These two treaties, iowever, deal primarily
with registration (Parts Conv. Art. 6quinguies, TRIPS Art, I5(1)} and exclusivify of use (TRIFS Art.
16(1)) There are public health exceptions, of which [ will speak later, but the far better approach on
this narrower iisue 1s to simply permit continued registration of the trademarks using descriptors and
permut the we of those descriplors in locations off the package finternul company correspondence ere.
tn @ manner sufficient 1o retain the registration. OF course, matniaining regisiration wonld pernut the
trademark ownev to S10p others from using a mark that 15 imappropriately similar (Non-use of a
trademark may be a reason for cancelling its registranon. but usually non-use anising due 1o muliery
beyond the control of the trademark owner is not justification for cancellation, but that will be a marner
of domesitic HK law)

More likely the industry will argue that the policy constitutes an UNJUSTIFIABLE ENCUMBRANCE
on the rademark in breach of TRIPS Art. 20. That provision is seemingly written in fairly absolute
terms (‘use of trademark sholl not be unjustifiably encumbered... in ¢ monner detrimental 1o {(5
capabuliy 10 disinguish goods ). Note first, however, that the standard is fairly low, justifiabuit.
sather than a necessity based standard. Moreover. ard in fuller explanation of what is justifiable Ar
20 must be read tn conjunction with TRIPS Art. 17 which says that there can be limitations o the
trademark vights conferred by TRIFS provided in doing so the legitimate viterests of the rrademack
owner AND OF THIRD PARTIES are taken into account. The protection of the health of the general
public is clearly a legitimate interest of a third party  The onus is, however, on the government (6 thow
probably all of the following: the policy objective is significant and pressing, a descriptor ban is
rationally connected (o the objeciive, and the ban would have a positive effect.

The industiry will likely argue that a descriptor ban amounits to a DISGUISED RESTRICTION to
imternpnional trade in viplation of TRIPS not so much because it is pertinent. but because successfully
wdernfying @ measure as e disguised restriclion removey the main health exemptions applicablz in trade
taw, paricularly the GATT s Ari. XX{b} exemption i rawsed one need only remark rhar a descriptor
pan. equally applicable to foreign and domestic producers, confers no benefit on the domestic
producer. The hallmark of a disguised restrietion is that 11 benefits domestic producers ovar foreign

A potentral industry argument on CREATION OF CONFUSION (Paris Conv. Art 10bis(3); TREFS Art.
1601)) likeiy is so weak as to nof warranst discussion in this quick note. Ii's more a mairer { deal with
respecting ploin packaging.

The arguments based on theye treaties are not all defensive. The Paris Conv, Are. [0bis obligarion to
prevent UNFAIR COMPETITION can be used to argue that the government would be in breach o this
obligation if it grandfathered in Mild Seven (or other currently filed trademarks with descriptors, and
prevented new ones. I would, however, hold this

argumery in reserve until the govy seems intent on proceeding for ihe other way of preventing umiatr
competition 15 (¢ drop the plan entirely.

Bur as i1 should be, ler the final word rest with the robacco inaustry through their wiernal
documenits. The last slide I will show in Washington is a 1994 quote from a legal opinion by John
Clunerbuck, a lawyer then with Rothmans International. Whai he savs obour plain packaging
evermore true for the less invasive policy of banning descriptors. After reviewing the relevan: trecties,
and noting with glee the opportunities they will give 1p phject to the plain packaging policies
Clrtterbuck concludes.

“In summary, the . internations! trade argument by itself will not however be sufficient to ward off the

threat of plain packs.”

This 1x a BAT documeny Bates No, 50292651-6G55 ttled *The Internationai Jrade Aspects of Labeiling”
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Given f.ow rapidly your commitiee Is moving, this nofe was written guite quickly, so my apologies for
any errors of uping or form. ['d be happy to help out more with this.

Eric
! hope the above can help the Bills Commuttee 1n its deliberation of the issue at the coming meeting.

Yours sincerely,

ot/

Marcus Yu
Exzcutive Dirzctor




