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May 3, 1594

R.J. Reynolds Tobacco Company
401 North Main Screst
Winston-Salem, North Caroliza 27102

Philip Morris Istvermacicnal Inc.
800 Wastchestar Avanus
Rys Brook, New York 108573

Dear Sirs:
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Re: Lagal Opinien With Regaxd To Rlain Packaging of

Tobacco Products Reguiramect Doder Intazmaticoal

AgE8GIROLE

‘You have asked ud to provide a legal epicicn analyzing Cthe

consiscency of the plain packaging requirement for cigarettap being
ccngidered Dy the Standing Cormittes en Health of the House of
Commong of the Capadian Farlimment with ralsvant intarnational
incellectual property agre&mancs.

It is our epinion that & plain packaging propossl’ weuld
infringe the trademark rights of forelgn investors vho own er
control the tradamarks on cigaretces #old in Canada, in viclation
of the Governmant of Canada’'s obligatioms under:

' For pucposes of this opision, we assume that a plain
packaging p:npgnll would seversly restrict the uees of trademarks
and trade dress in Canada.

i

|
|



1) the Paris Coovention for the Protection of Industrial
Propercy;

2} the North American Frae Trade Agreement (*NAFTA':; mnd

i) the Uruguay Round Agrgement oo Trade-Related Aspects of

E Intellectual Property Rights, Including Trade in

Counterfeit Goods [('TRIPS") contaimed io the recantly
signed Fipal Act smbodying tha results of the Uruguay
Found Mulcilateral Trade Negotiations.

It is also our opinionm that, under HAFTA, afy such plain
packaging requirement would censtitute an expropriaticn of the
{nvestmants of U.5. manufacturers of tobacce productas and their
subsidiaries in Canada, requiripg substantisl compensatios, which
you bave told us would be in excess of bundreds of millicos of

dallara.

I. ATATEMENT OF FACTE
The propesil currsatly befors the Standing Commictes oo Health

reguirisg plain packaging of cigarectes does Dot provide any
infermation on tha specific type of plain packaging requirsments

that would be imposed.
All cigarettes sold in Cansda are branded with distinative

craderarks and trade dress, and & major ﬁurl:i:m of thosg brands are
protactad by crndsoarks owoed or controlled by forelgn inovastors.
A8 i the case with most consumsr product mADUPACEUress,
manufacturers of tobacce products have spant large amounts of money
and time in developing ezd achieving market shars iz Canada with
irs preduct traderark and ctrade dress, which ars major compaly

AEBEENR.



A plain packagiog reguirament that interferes with Che use of
the trademark or trade dress of cigarecte packaging, vhich includas
distipecive lettering, design or coloring, would cause consumer
confueiocn and significant commercial damags. Such plain packaging
requirament would siguificantly eocumber the use ef & company
trademark or trade dress and would substantially diminish the worth
of thess bighly valuable company asssts, thereby resultinog in

cramandoun losses.

II., TEE PLAIN FACEAGDNG ABQUIREDMENT WOULD VIOLATE

Protectien of foraign manufactursrs and trademark owners
enyaging in business in Casada is provided under three AgTeRDAACSE:
ths Paris Coovention for the Protection of Industrial Froperty
(most recencly revised at Stookholm ip 31567), the NAFTA, and the
recently’ signed Uruguay Round TRIPS Agressment, Cazade im &
sigoatory to all thres agresmants. Together, thay provide
fundamentel Tights with respect to the registration, use acod
anforcemant of crademarks.

A. Raxia Coavanticn For the Frotacties of IndusiEial

EEoRAXEY

1. fsepe of Prosackics
Carada is a mamber of the union of countries formed under the

Parie Convantion for the Protecticn of Industrial Froperty. As &
result of its membershiip im the Paris Union, Canada bas assumad
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cercain specific legal cbligations to protect induscrinl proparcy.’
The Coovenrion states, ZLoter alia, that Ethe sprotection of

industrial ‘property has ms itse chjest . . . crademarks . oL

The authoritative Wmmnmw

Por the Protection of Industrisl Propazzy (hereinaftar WIFO Quide),
published by the World Intellesctual Property Organizacion ("WIFO'},
which administers the Paris Coovanticn,' defices & trademark as 'a
sign sarving te distinguish the goods of one anterprise fxom those
of other enterprises."’

The propristor of a trmdemazk geoarally has the axclusive
right to use the trademark' and may regquest a mambsr SOUBETY:

to refuse or to cascel the reglstration, and

to prohibit the uss, of & crademark which
congritutes a repreduction, an imitation, or &

: Taris Copvention £f£or the Frotection of Industrial

Property, Axrticle 1(1}.

: 74. at Article 1(2). ‘The Canadian Trade-Mazks AcE
provides that: *ctrade-mark means (a) & park that is uped by .4
parson for the pu ¢ of digptinguisghing or 30 a8 &0 distinguish
wares . . . manufactured lor] sold . . . BY him from thoss
manufeccured [or] sold . . . by others, (B) a cartificacion mark,
{c} a disticguishing guise, cr (4) = propessd trade -mATK.
"Distinguishing ise" means (a) = shaping of wkras OF cheir
containers, or ) & n=de, a wrappiog or packaging wares the
:i:-puﬂ.nne of which 4is used a person for the purpose of
dimtinguiskiag oz so as to distinguish wares . . . manufactured
lor} sold . . , by Bim from those ranufactuzed (or) seld . . . BY
others.* Canadisn Trade-Marks Act Aanotated at 2-2, 2-4 (1991},

) Technically, the Guide was publishad the WIPC'S

pradacessor organizaticn, the United Internatiozal Bureau for the
Procection of Istallectual Property (BIRPI).

’ G.R.C. Bodenhausen, 232 (BIRRI
Cotvention Vor :

1968) .
i 1d.




rranslation, liable to creaze confumion, ©f 2
mark considered by the cospetent authority of
the country of reglstration or use to be wall
jmown in Ehat eaumtry as belng already tha
mark of a parson eatitled to the benefich of
this Coovestion and used foT identical or
similar goods,*'

The WIPO Guids notes thatr copfusion can be crexted by the use of
identical or similar tradesarks or fomm of packaging.'

Iz additiom, Article- 6quinguissi{A) provides Chat, oncs
registered, & tradamark must be protected, gubject to the limitad
reservations et forth in Artiels Gguinguies(B). These
ressrvacions, indicated in 8 limiced esumarAticn, provide grounds
for Teafusal or iovalidacion.' A mamber couniTy DAy iwmvalidate

trademark registration ecply if:

1)  the mazk infringes rights already scguirsd ino the ceuncry
in which protecticn is claimsd (a similar crademark is
already protected ic Canada);™

2}  the mark is devoid of any distinctive charactez!!, mersly
descriptive or a gensric name; orF

3) the mark is soatrary to moralivy exr public order."

f paris Conventicn, Article Shim(l) (emphasis added}.
: WIPG Ouide at 145.

' Id. ar ail.

®. Id. =e2ik.

I The WIPO Guide motes that = matk may be devold of mny
distizetive character wheh it ia too simple (a single scar, cxown
er letter) or too complicated (giviag the resslon of balzng &
adorement or decoration of tha goods comeezrzned, or ef beisg mazrely
s elogan consisting of recommendations to buy or ume puch goods) .

- A mark contrary to morality would, for exarple, De s mark
costaining Aan obscens pictura. Exarples of Marks contImry e
publis order could Da a mark containing B religicus symbel, o B

&




If the axceprions de ne: apply, & trademark "may De maither denlied
registration mer invalidaged.*” Signatories may aot apply othar
grounds for vefusal or ipvalidarion of the regiscration of
trademarks .M

The “repression of unfalr coopetition® L& &  BepRIACSE
ebligation under the Paris Convention end 1 an important elemant
iz the protecticn of industrial proparty.” In-fact, one of the
Juptifications for requiriny the protactisn of marks is that tha
use of 2 confusingly similar mark will, in most cases, amount to An
aet of unfair competition and be considersd prejudicisl To the
interests of these who will be misled." Article 10bis(l) Tequiras
the countries of the Uniesn to assurs nationals of other mazber
countries effsctive p':'au:tinn against wunfair competition and
prohibics "all acta of such a pature &§ Lo CTedts ceenfusion by any
means whatever with the sstablishment, the goods, or the izduscriel
or camercial activitiss, of & cospetiter.'” The WIFO Guide
states that "in many casas, infringemest of ilpdustrial property

mﬁk containing an emblem of a forbidden political party. Jd. BT
1 [ ]

i Paris Convantiocs, Azticle 6quinguier(B) (amphasis added).

g The tradamarks mist be *coversd® by this Article in ordar
o be protecced. "Coversd® trademarks are those trmdemarks waich
are duly zegigtered in the country of origin and which, with regard
to the signs of which they arTe ccoposed, must De Acceptad for
filing and protected, subject to the provisicos iz Article
Eguinguies. WIPO Guide at 114.

H Id. at 23; Faris Comvention, Arcicle 1(1).
" WIPO Guide at §0-91.
o) Paris Conventimsa, Article 10bimi3) (1).
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rights; such as the right to'a trademark or a trade Dame, . . .
will &t the same time be an act of unfair compecition."” Also, as
peted above, any act which creates confusion wich the goods of a

competitor may comscivute unfair ecompecition.

Finally, Articls 7 prohibits che mature of tha goods to which
a trademark is to be applisd from being az cobstacle Lo the
regiscration ©of the mark.,” The interpretive bimtory™ of the
provision strongly suggests that most countries, including Canada,
recognize their cbligations under Arcticle 7, nct ocaly ©o register
all marks regardless of thes nature of the preduct, buc Alsc o
refrain from "suppressiocy or limiting® the sxclusive right of the
tradenaArk owner to use m mark as long as the sals of the produst is
legal. Under Canadian law, uss of s mark izo commarce is regquired
for both registration and recewal of & Crademark, and nco-use 11' B
grounds for cancellatica.

It ahould be added that, as a genaral principle of customary
interpatiooal law, countries can temporarily sat aside their creaty
cbligations if pecassary to deal with D unapected emergancy. A
fundamental change of circumscances which was not foresesn by the

parties when cthey sigoed a treaty can justify cthe teSporary

L n_

B yd. at Articls 7. Nste thar NAFTA Article 1708(5)
costains parallel lanyusge (*the saturs of the goods or sarvicaes to

which & trademark is to Ba applied shall no cases form an
obstacle to the registration of the trademark®).

t Actes de Lisbonne At 684-704, T6€1-763 (1958); aas
Fasept Trademazkn. and Related Righil

, Stepheaz F. Ladas,
Veol. IT st 1347-1249 (1878},

i
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suspessicn of & epecific provision of & treaty.” During the
wuspensicn, the larger legal relations between the partias
estabilsbed by the treaty will not ba affected, and the parties
_will refrmin from mcce that would tend to cbstruct the full
Tesusption of cthe cperation ©f the treaty after cthe emergency

passas.P
2. TFielation of Obligations -

Tha plain packaging requirement for cigarettes would violate
Canpda’e obligaticns to protect trademarks and trade cdroass,
pursuant to Arcicles 1, ébis, éguinguies(h), 7 and 10big of tha
Faris Convention. The proposal umdermines the value of the mark
Profected by Articles 1(2), ebde, éguinguies(h) azd faills the
*likelibood of confusisn® test by requiriny packaging that makes
the products nearly 4sdistinguishable im the marketplace.
Similarly, requiring virtually idencical marks for different brands
of cigarettes ip an infringemect of trademark and trade dress
rights and would itself coostitute a form of unfair comperitien in
viclation of Article 1, parmgraph 2 and Article 10bis. in
mddition, ¢the plain packaging proposal undermines Canady’s
cbligation under Asticle 10bis to prevent confusicn asd unfair

s Vieooa Conventicn oa the Law of Treaties, Article 62(3);

Atd Aleg Article 44. (Ths Vienma Cooventisn formalizes tha well-

establishad cusccmary principles of ictermaticnal treacy law, and

" Caxada is 3 signatory. Bven though the Upited Btates 4is not a

limtu? of the Coovention, it scrupulously asdberes to ite
precapte) .

- Id. at Arcicle 72,
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competition Decauss in sliminaring distinoctive mazks, it makes
poth imevitable.

The plaiz packagiog propossl ceanot be justified under the
,_.lil,uir.ld exceptions set forth in €quinguies{B). The plain packaging
proposal would net fall withis any of the three anumarated
sxcaptions _b-uuu che Coaderarks at issus do Dok sigvalidate othar
trademarks', aze Dot "develd of moy digtinetive chagacter,” and are
pot "CORCZAIY To morality or publie erder.®

The plaiz packaging proposal aleo would violate Article 7 of
che Parim Convention because it would gffmecively probibit use of
cigarecca tradsmarks in commerce. If tha Bco-use rasulzs in the

o cancellacien of existing marks or &n ipability to Tegistsr DV
| marks, it would constitute & preach of Canada’s sbligaticns under
i Azrticle 7.

Fimally, tha plalz packaging proposal cannot pe justified
under the general principle under customary internaticnal law
allowing for CemporAry meafures in unaxpected amargancy gituations.
Nothing im ©the proposal EuUggFeREtE that it would De & EeEpOFAIY
maasure. If anything, the clear implication iw Lhat the baz oo the
use of the trademark would De parmanent. Tharefore, the
sfundamantal changs of circumstaccas” escaps  clause under
{pearoacicoal lav would Bot permit faoads to daprive crademark
owvnars of their substantive rights undez tha Paris Comventicn and
could lead to an abrogarion of cacada's obligations undar tha

' . Agrasment.
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B.  Horih Amaricss Free Trada Actommsat
1. HoeDe of Protectiop

Canada: alec bas ratifisd the North American Free Trade
JAgrasmsnt and has agresd to provide adequate and weffective
protection for the crademarks of U.8. corporations pursuant to
Chapter 17,% which requires adherence to the Paris Cenvestion.
Indsed, HNAFTA contains far mors specific definicions aod
requirements then the Comventicn itself,

HAFTA Arcicle 1708 defines a trademazk as consisting of any
sign or mny combination of sigms, capable of distinguishing the
goods of one permen from those of another, including peraonal
namas, designs, letters, numarals, colors, figurative slementeE, or
the shaps of goods or of thelr packaging.™ To assure adequate asd
effective protestion, each NAFTA Party is reguized to provide =
Tegistration systen®™ and specify what cosditions may be placed on
regiscration.¥ In addicion, a Party may not reglster trademarke
Ehat miprepresant gecgraphic origin, that geperally designate goods
te which the trademark applies, or that consist of immoral,

deceptive or scasdalous matter,”

- FAFTA Article 1701.
44. Rt Article 1708.
4. a4t 1708104).
n
4d. at Article 1708(3). A Party must require the use of
;?;;‘?E?urh te & regisczatiem, r;ﬂ. At 3:1:1- 1708 (8} -

3 Id. at Articles 1708(13): 1708{14).

=
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WAFTA sets forth che righte of cradamark Owoars aftar
regiscracion. gpecifically, pazagrapn 2 of Article 1708 raguires

HAFTA Partias o provide ragistered rradamark OwnRers with the right

o -I'prwitnl: other perscns from using {Agnrical ox similay marke for

idsntical ©OF pimilar goods, wiaerd guch use would rasult in &

1ikelincod of esnfusion.® 1B addicion to providiog protection
against infringement by private parties, JAFTA places limics on the
sxcent o which & gligoatory govermmant pay provide sxceptions that
encurber trademark rights. PATAGTApPR § of Articls 1708 provides
that & Farty may 2ot gake "the patuzie af the good" an cbptacle EO
registraticn, Article 1709 (10) fursher provides ehat *A_Party JOAY
M‘W—“
an_indication pf sourch R

1t is important to Dote that iz terms of providing for ganeral
axcepcions from WAFTA obligaticns IoF rapscns such a8 health and
gafety, AS B8L GUt in FAFTA Article 7101 (1) ,® Chapter 17

—

- 7d. st Arcicle 1708 (4}. These rights muBT gxtend for at
1sast ter years and TusE pe indafinitely renevable if the LeIms gor
Tenswal are met for mot jeas than Can YeRIS.

e Id. at Acticle 1708 (10) (emphasis addad) .

%  gor the purposss of:

(n)  Pare TwWO (Trade in Goodsml, axcept to the extent
ehat a provisiocn of that Part applies tO sarvices

or investment,
(p} Part Thres (Technical Barriars LD Trade] , axcept Lo

rha extent LhAt B provision of rhat part applies tO
gervices,

i1

" v
el T
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(Iotellectumi FProperty) wal ppacifically exeluded. Taersfore,
pheys mre Bo general or specific axceptions that would parmit A

MAPTA Farty to aveld ite cbligation to provide crademark protection

‘ander i.ni.:h 1708.

viplations ©f HAFTA may be raigad omn A4 governmeunt-to-
govermmeat basis or by private parcies through Capada’'s demestic
legal system. Chapter 20 sats sarch INAFTA'Ss gensral dispucte
sottlement provisisas, based oo GATT digpute settlement procedures,
whieh ipcluds oconsultations and pansl revisv.” NAFTA also
provides rededies LO private parties under damestic law, iocluding
the right to sask injunctive relief and damages through givil court

procesdings of arbitratica.®

GATT Article XX and ite {nterpratative noCés, or ROy aguivalent
provision of & succemscr pgreemsnt to which all Parties are parsy.
are incerporated into and mads part of this Agreament. The Fartied
understand that Che MeABUTER vaferred to in GATT Article XX(b]
ipelude snvironmantal DeAsures necassary to protect buman ,

or plast ife or health, and that GATT Articlie XX(g) applies to
meapures ralating to tha conssrvation of living and non-1ivi
axheustible DATUTRL IZaBOUICES. Ia. at Arciele 2101 (GanaTt
Exceptions) .

b Uoder HAFTA, the Fres Trads Comuission oversead
implementation of ths Agresmant and dispute gattlement. The Fras
Trade Commissicn (*FIC') Vas agtablished pursuant to FAFTA Arzicle
4001, The scandazd dimputs sectlement process, under tha FAFTA,
anrails congultations petwesn the dipputing parties, & meating with
the Pres Trade Commispion if the conpulcations fail, and ss & last
resore, the coovening of &n arbitration panel.

AS . general XATLeI, disputes Tegarding amy marter
prising unoer peth HAFTA and GATT or &y agreempent pagotiated

rharsunder, may be saccled in sicher forum at the digcretion of the
carplaining Farty. gas MAFTA Article 20805,

n IA, at Articles 1714, 32023.
|
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2. Yiglatico of CGbligatdopm

Tha plain packaging proposal would, if wmdopted, viclate
Canada’'s obligaticos usder NAFTA Article 1701, as well ap
- paragraphe 2 and 10 of Arcicle 1704. The proposal would sericusly
‘dimini:h the incegricy of the tradasark and substantinlly degrade
che value of che distinctive packaging, or trade dress, in which
the corpanies have iovestsd beavily over the years. Therefore, the
proposal would ﬂiﬁ}r adequate and effective protection to basie
trademark intellectual property rights in wviolation of MNAPTA
Artiecle 1701.

In mandating pilin packaging, Canada would create "confusion
as to the pource of the products,” ip viclatico of paragraph 2 of
Articla 1708. It alse would vislate paragreph 10 of Articla 1708
by sncumbering cthe use of the trademsrk by reducing tha functien of
the trademark asg an indication of source. Thaese viplaticzs ars
mads more sgregicus by the fact that the elimipaticn of brand

distinccivaneas ig not an unintended conasguancs, but rather a

delicazace ohisacive of che propomal.
€. Wruguay Round Actesmsat oo Trade Relnted Ampecte of
infellectusl Proparty Rights, Iocluding Trada in
Raupterfslc doods
1. fcope af Protegtios
The TRIPS Agrasmant, docluded in the provisiopa of che
racently signed Pinal Act embodying the results of tha Urupuay
Round of . Multilateral Trade WNegotiations, comtains & broad
definicion of trademark rights. GSpecifically:

Ay @ign, or combipation of eslgns, capable of
dietipguishing the goods or services of one=

13




______

undertaking froz those of other undartakings, shall
be capable of :nn:ticutiggi A Etrademark. Buch
sigus, in particular wo including Pperscnal
DAmes, letters, tumerals, figurativs slements mnd
combivations of colours ap well as any combinarion
of wsuch liﬂﬂl Are eligible for registration ap
; tradararks,
Coce registered pursuant to paragraph (1) of Artiela 16, the owner
of & trademark has the right o FTavant others from weing identical
or similar marks for goods-that are idantieal or similer, whare
such use would result in & likelihood of confusion.™ Imitial
tracdamark registraticn, and sach remewal of regiscraticn, is for a
Tefm of 0o lems Chan sevan yaars and is resevable indefinitely.®
Pursuant to Article 30, the upe of & tradecark in the course of
trade may not be unjusctifiably emcumbared By special requiremaents,
Fuch as use 1o & zanner detrimental to irs capability o
discinguish the goods of ooe undertaking from thoms of other
undertakings.®  This Article parallsls MAPTA Article 1708,
paragraph 10. Fioally, the TRIFS Agreamant requires a Farty to
adhers to the standards sat forth in the Faris Convestien.”
TRIPS provides for the anfercamant of intellsctual proparty
Tiguts at che domestic and interpeticnal level, Members sre
Tequired to ensure that edvil 4udicial Frocedures concerning the

enforcement of any intellectual proparty rights coversd by the

' TRIPi.H:tiﬁll 15 (Protectable Subject Mactes).
i st Article 1F (1} (Rights Conferred).

» st Article 18 {Term of Protectiom),
« At Artieles 20.

« BE Azxticle 201).

AT

14




Agresmsnt ara available to the rights bolders.® TRIFE Article &4
provides that the procedures 86t forth in the Underatanding on
Rules Governing the Sectlement of Disputes, agministered by the
niqputp Setrlement Bedy (*DSB"), are availaple for goverament-to-
.iwn:mmln: digspute reaclutien, which may include conciliation,
arbitration, and raview by a panel,” If the panel concludes that
the offending Farty's measure {s imconsiscent with an Rgresmant,
cerpensation or suspansion of tariff concessicns may bs authorized
if the Farty does not follow the pansl’s recommandations . *

The TRIPS Agreésment contains two raservacions that limic the
protection gilven to rrademark holders. pirst, Azticle 17
(Exceprions) allows the Sigmatories "LO provide limited excepticons
to the rights conferred by a trademark, such as fair use of
descriptive terma, provided thas such axcepricns take account of

M TRIPS Articlas 41, 42.

» Note: disputes which do pot allage eitlie violations
of the TRIFS Agresmact (Sub-paragraphbs YXTII:1(b) and XXIII:d(e) of
tha GATT 1594] will mot be permittad to participats in the dispute
gottlamant procsdure for a patiod of £ive yeass fyeom the antry 1000
force of the Agresmant escablishing the World Trade organization
(ce be established as che suUCCeRsOr antity te ths GATT u
implemanctation) . During this time paricd, the TRIPS Council will
examize the pcope and modalities for Articls DNiIIXrl(b) and
Article XX:IXII:i{c) r.:rfe cooplaints made pursuant €0 chis
Agreemant, and pukmit ite recormandations to the Ministerial
Confersnce for approval. fas TRIPS Article §4.

- The level of tha suspension of concessicns suthezized DY

the DEB will be agquivalest to the level of the nullification or
sicment. If the Member ccncermed objects to the leval of
suspansion proposed or claimg that carcain principles or procedures
have not been met, the matter will be referred to arbitraticn. Rea
TRIPS Gnderstanding on Rules and Proceduras Goverzing the
Bertlament of Disputes, pars. 12.6. Tha EI.:L"H-!.I must mccep:t the
arbitrator's decision as final and sball mnot sesk & Second

arbitrazion. Panel Report AL para, 22.7.
13
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the legitimate inCerasth of tha owner of che crademark and of chiyd
parties.*’ Bscend, ascordimg to article 8 (Principles), “Hesbers
may, 4n formulating oF amending their paticmal laws and
. egulations, adopt pALFUISS Decessary to pﬁﬁa:: public health and
putricicn, and To RICEOLE thes public iscerest in ssctors of vital
isportance to their socio-sconemic and cachnoloaical developmaiil,
memjﬂ—ﬂu‘mm
m-'“

We nota that GATT Acticle rx(b) (Genoral Excepticas) contains

a similar exenptilon pllowing & contracting Farty &0 adopt oXf
anforce DEASUres DECEESETY £O protect buman, spimal or plant life
sr hemlth as lopg as The peasure is necessRIyY and doas Dot
constitute & disguised restriction OB erade.® GATT Article XX(b]
is intepded two mllow contracting Fartiss 0 impome trade-
rastrictive measuras inconsistent wlth the Gensral AgTresment Eo
pursue cverziding publie pelicy geals coly £ ths extent that such
insonsiscancies are ynayoidable.“ As casada pointed cut is recent
GATT disputa ur.t.lm'nt p:n:nd!.ng:.“ the proponeat of the public

- Id. at Article 17 (Exceptions) (esphasis added) .
¢ 34, et Article § (Principies) (szpbasis asded).

ey GATT Article ZX(Blj Panel Repazh, ﬁﬁ,luul-—
pescricticne on Izporta of JUnk, Inc’l. Legel MATG s, Vol. XXX,
Wo, 6, 1596 at pars. 5.27 (1#93) (bereinafter Fanal Repert).

= 14, eicing Panel Report o *Thailand - Restriccicmé ob
Imporration of and Intarsal TAXsd ©OD Cigaretten*, adopted 7
November 1590, BIED 479/200, 322-213, PATRE. Ti=T4.

ot 1d. ac pams. 4.95. (The United Statas bad Dot
demopstratad to the Fanel - s requized of tha FParty ipvoking &4
arricle XX exception - that it had exhausted all sprions reaponably

ié
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health exception has the burden of proving thes lrposad maasure is
"necessary.® Tha burdsn of proof also would rest oa the propooent
erying to establish chat the trademark viglacions are unavoldablae.

| Te mest the burden of proof, the Governmant would bave to

demonstrate that altsroatives do oot exist which could mchieve ths

Government’w objective without vielating valuadle trademark rightm.
3. Yiolation of Chligmticna

canads has recently sigoed the Uruguay Round Agresment.

Although it is not yet in force, as a sigmatory, Canada has agraeed

te brimg iteelf into ceompliance with tha TRIFS Agreament upon

irplemsctation.
Tos plain packaging requiremsnt viclates TRIPE Articles 16 and

20. Plaipn packaging for all cigarertes would repult 11 axactly tha
type of confupicn proscribed by paragraph (1) of Axticle 16 of the
Agreement, since the appesrance of the products would be
sucstantinlly simiiar regardless of the ManuiacTurer. Flain
packaging alse would be & wpecial requirement which would
upjustifiably encusber the use of a trademark in vislation of
Article 20 in absance of evidencs that such measure wad justified.

The public haalth exceptions set forth in TRIPS Article 0%
would 2ot apply in this cass since, regardless of the public haalth
or other pudlic intersst motivations bebind tha legislacien, it
would be insozsistent with the TRIPS Agreemant itself., GATY

available to it to pursus its dolphin protecticn cbisctives through
meapures consiscent with the GATT) .

s TRIFY Article 8(1); GATT Article XX({b).
17
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Article XX({b) also would mot spply in this case and would not
relieve Canada of its cbhligations under the Agresazant eince,
accordisyg to the record of the proceediogs, the Canadian Health

;nqpnfnmant hap comceded cthat there is no reliable evidencte thac

plain packaging would reducs the sals of cigarsttas. Therafora,
rhe Gevernment, by its own admisgicn, canoot satisfy the burdsn of

procf necessary to iovoke Che GATT Articlea XX (b) -exception.

III. TEX PLAIN FACKAGING ENQUIANMENT WOULD CONETITUTE AN
EIFROTRIATION OF THX EXISTING IMVESDOET? OF U. 8. JANUFACTURERS

Imposition of the plain packagisy reguiremaat would giva
foreign iovestors the right to imveke Canaca's obligaticns uonder
Chapter 11 of NAFTA pertaiaing to imvestmant.” Specificelly, the
requirament would amount to an wexpropriacion of = lawiully
registerad traderark in viglation sf Arcicle 1110(1), giving rise
te massive compensation claims.®

A, f#copa of Protagbigs
The invastowst provisions concained in Chaptar 11 of HAFTA

protect tha investments of iovestors of Fartles to MAFTA through

previeion of pon-discriminatory treatment (Arcicles 1102 mnd 1103),

. fresdcm from parformance reguiramests (Article 1106); fxes transfer

of iovestmenc-ralated fuods (Asticle 110§); and the reguirament

id WAFTA Artisle 1101.
- Id. at Article 1110.
il

(4]
"




economic benefit or other businese purpomsss . . . ."P TRUR, as

intangible prope-ty, tradamarks clsarly are withino the scope of
vhat ls considersd an "investmant' for the purpesas of Chaptear 11.
Asticle 1139 also definmes an iovestor as "a Farty or scate
esterprise thereof, or & naticsal or an enterprise of such PATCY,
that seeks to make, Lis making or has made Az iovestmant,*™ s
qualify for Chapter 11's procectiocns, an iovascor of = Farty smst
ovn or ¢omtrel directly or indirsctly the investment as definsd
under Article 1135 (a} threugh (h).

It is dmportant to note that paTagraph 7 ef Article 1110
provides that its requirements do not apply to the issuance of
compulecry licsnsas, or to thes revocacion, limitacion or craation
of 15:-11i=;ull property xighce, me lomg as suck actions are
consistent with the reguirements of Chapter 17 partaining to
intellectusl property.¥ As discussed above, the piainc packaging
Taquirament would be inconsistent with tha provisicns of Chaptar
17, in particular Article 1708{(10) (which prohibits the imposition
of special requiraments that encumber :rademark use), and therefore
would sot b exempt from Artiels 1110.

B, IlnHi:llilﬁ_ll_iﬂlnllillinl

The plain packaging reguirament significantly encsumbers tha
right to use a particular word iz a trademark or a logo (a logo may
iznelude depign and color}, mcd as luni:, trademark righte, n»

" 4. at Article 1129{g)..

2 Id. at Arcicle 1139.

e Jd. at Arzicle 11201(7).
20
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Ap outlined in the preceding sections, thes plain Packaging
Tegquiremest would viplate the Paris Coovantion on Ipdustrial
Proparty; Chapter 17 of NAFTA, specifically Article 1701, and
paragraphs 2 and 10 of Article 1708; and Articles 1€ and 20 of the
TRIPS Agresmant. These violations would give rise to claims by
foreign manufactursrs of cabaces products in Cansdian courts for
injunceive relief and damages and the possibility of goverment-to-
governmant dispute pettlement proosedings. In additicn, the
proposal would amount to an expropriaticn of propearty Tights of
foreign invastors under MAPTA Article 1110(1), zequiring the
paymant of prompt, adeguate, and fully rsaligable coopansmtien.

Iz evaluatiog the legality u! the proposed plain packaging
Tequirements under internationsl agreaments, we are in no way
questioning the Canadian Governmeat's autberity to probibit chat
which can be shown to be harmful to bhealth. However, Canads cmanot
atterpt to discourage the use of such products by usdermining tha
valus of a trademark, or encumbaring ite patest systen, or
¥ehkening the level of copyright protection. Yor exanple, if, 4in
an effort to make soft drinks that contain sugar and caffeins lasa
atcractive to children, Canada yequized the companies to marks:t the
product ip m plain white can with the brasd nams written im black
in a non-distizetive small cype slong the bottom of the can, Canads
would viclate itm cbligations to protect trademarks and prevent
unfair competition undsr both NAFTA snd the Faris Conventien.

22
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It is iostructive to oote that the Canadian plain packaging
proposal is not without actecedesnts, In 1950, cthe Interpaticoal
Trademark Asscciation ("INTA®), & pmot-for-profit asscclaticon wich

2 worldwids membership of over 2700, ioeluding close te 100
| Canadian merbers, opposed “The Tobacco Contrel and FHealth
Protection Act," & similar tradecerk-restrictive proposal; which
wvas panding before the U.B. Congress. The legislation would bave,
amcng other things, inpcsed limics on the use and display of
trademarks ino cigarstce packagicg and advertising. Although much
lesp draconlan than the Canadian proposal, axparts 'Iliih'lﬁl in
against the proposal on the grounds that it placed unrsasonable
restrictions on trademark owners. They argued that chase
.'Iclutricr.innl would dintsrfere with Cche historic purposs of
trademarke -- ro permit cossumers to distinguish beatween competing
brande:

Sa7She fade of ayie b dhish 1ts redesack mey be
usad, .. sets an unppound legislacive precedant. If
such restrictions mrs put intc affect for tobacco

producte, they could easily be sxtendsd to any

oduct that Congress sesks to regulate, be it

gh-sugarad, gh-cholestarcl, alecholie, or
whatever is the product of coboern at the momant.
Buch legislative activity would rasult izm a large
aurber of products that could not be distinguished
by their prademarks and to widespread destruction
of many trademark idectitias that consumers Tsly cn
to recognize the products of their choice.”

3 Hearings oo the U.§. Tobacco Export and HMarketing
Practices and the Tobacco Control and Health Protection Ast, Bafors
the Subcomm. on Health and the Eovircament of the Comm. oD
and Commarce, Housa of Represencatives. 101 Cong., 34 Sess. 03
(1990) {letter from Mr. Garo A. Parteyan, President, U,8. Tradamark
Association) (gurrestly koown as the Int’'l. Trademark Assceiacion).

23
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1o short, INTA opposed thes bill ag an uojustified restriction en
the rights of cradesark owoers to uss and display cheir logos or
Fyrbole. The meawure died in coomittes, and has not been ravived,
For the same reascns, the current proposal should be rejected.

' The enactmant of a Piain packaging requirement by the Canadian
Parliament would be & blatant viclaticz of ths Faris Cooventionm,
KAFTA, and the GATT/TRIFS Agresmant which Cacadas had agresd to
implemant. Not only would it imfringe the trademark righte of
foreigm investors protected under international Agresmants, but it
would alse amount to an expropriatien of property rights reguiring

the payment of significant mmounts in compensation,
HUDGE ROSE QUTHAIE ALKXANDER
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ADDENDUM T0 GATA RONEDULR
&F SPECIFIC COMUTITHEWTE FOR UH TMITED ETATES

The United statas subnits the follewing amsndnant to its
list limitatiens on paticnml trsatmant in ralation to .
suksidiss at the sub-faderal laveli

1. fub-fedaral subdidles monsures which afford moTe
favorable treatment to sccially or a Ay
disadvantaged 5, ipcluding measurss which 'provide

incentives, banefits or other assintAnca, Thess groups

way include women, vetszans, racial minoxities,
phyniuu{ d!.udvrntnnd perscns, students, Yeuths, and
seall bUElnoFsAs.

2,  Bubsidiss measures of a sub—fedsyal jurisdiotien vhich
AnOTLaE

agrs avallable 1w ko juridical persons of
th:;&mm ﬂ : ratad in that jurisdioticn.

b This ressrvation not be necassary should disouspicn "
on the soopa of the GATE reselve that seasures of thls naturd aIe
outsids ths wcops of tha BGATE. L ;
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sexvics provider is lecatad,
with which & sub=fesdaral jurisdiction has
arrangamamts for tay sescpevation and msmistancaj

' thmn %Tﬁiﬂﬁitﬁg :é 1ulnu1uﬁhlt-
X O oA 1] g
l!pﬂ.l.l-ﬂ wathods appliocable to the
claessification)

fub=¢ 1 mans ubstantiall t
O e o et g ot o pobri

treatment resarvaticn under thia agrosment
Sub=federal taX measures reflectirg restrictions plaoed

on sub~federsl taxing powar by fadaral lagislation




Ambasuader Carla A. [Ulls was the United Stawes Tride Repressolulive fom 1685.93,
In that capacity, Ambesssder ITills pogetiasd the Norly American Fres Trude Agreemment,
s multnude of rade egreameonts; markel~opening agreegients; lnvestuen: reaties o well
s intolleatunl propesty protaction sgreements with s host of countries. Prior 1o becoming
Frosident Buah'y chiof tradc advisor and pegotistor, ahe founded sucoessful Jaw firmy Ji:
Los Angeles and Wishingten, D.C., and served s Secretary of Howieg and Urban
Devalopment (1575-17), and Assivant Attoroey Geasral (Civil Division, 1974). She
‘narvas on the Boards of sever) multinational corpeTetions,

Ambusssdor Julios L. Ksts is Presidazt of Hills & Company, Intermational Conndtents,
He varved as the sezior Depury Unitad States Trade Representadve from 1985-83, whero
be wus the chisf negotiater of the North Amecican Eres Truds Agresment, lod the
Degotiations for the United Swtes - 1.5.5. R Trade Agreement, and ovarsow the Urugury
Round of multiisters] rade nagotistions. Prior to joining USTR, Ambaspadoer Koo
werked s the private sector in ittenational made Sollimton, Hae was Chalrman and
Chief Executive Officer of tha Aoures brokerige asdvides of Donaldacs, Lufkin and
Jomrene (1960-85). Ambassador Kate served 30 Yoars in the Department of Stats,
helding senior pesitions in economie end business-ralated poits, ocluding Asgleant
Secratary of Stats for Ecogomic and Bosinsss Afuirs {1976-79).

Mr. Thvid Falmeter is o well imown expert in the Seld of interetional tade law, He
has remnesented vanous munufcrirers that export to the United Statss, including
Canadian enterprisas, in 4 multitude of eeidumplag, coustervailing dity, tariff and
CURImE mafiers. He hay suthored s number of sieayy, srticles and book reviews an
internatinnal trade  He presently eo-sithars the CCH publication NAFTA WATCH with
Richard Desrden,

Mr, Richard Dearden (s also & wall known sxpert in intermationa) trade |sw, He has
Do appointad 1 Canade's romer of paneliss wssd fo resnlve rade dicputes hetween
Cazads mnd e Unlted Stotes pursuam o the Cannda-11.8, Fras Trade Agreement and has
TERTRMANIED & DUmbey of clienis in trade related manars; He is a froquent speskosr and »
prolifie writer in the ares of intermadonal wade [sw.
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" . ADDENDUN ¥ GATd ACHEDULE
OF EPECIFIC OMOMITHEWES TOR THE UNITAD STAYES

The Tnited Btates submits the folleving amendment to its
1ist of limitatioos on nationsl treaatment in relation to tawes at

the sub~fedaral leval:

i. Buk-~rfaderal tax msasures whioh afford lasa favarable
trest2ant to services or sarvice suppllers within &
» sub=faderal ggrhdiul.-.ﬂ.nn-thm the treatoent which would
ba provided thoma' sexrvices or sexrvios supplisrs by
ar pub=faderal jurisdiction.

2. BSub-fedaral tax maasuras which afford less favorable

© trysatmsnt to sarvices or sarVice suppllers of another
Mapbar Basad on the methed of allooating ox
apportioning the inoome or sssets of much saxvice
suppliers or the procesds of & services transaction.

3. Bub-fedsral tax maasures affoxding less faverabls
traatment to sarvice I’.\Eﬂﬂl or to sarvicss bassd on
ons of the Lollowing or ias :

& the siie or incoms -of sexvioca suppllier or the : ..
scala &r asthode (inolud anvironsental and |
kealth and safety maasirss) of parfornancsy

- the sutent of ownsrship &r participation by
winority or othar disadvantagad groupa (vhether o
not subjast 1;? oitirenshipy or resldanca :
raguiranents) ) .

L the |.'|.1ﬁ'1h1.‘l.$.1:r for diffsrential tax treatmant of
Indiany (Netive Americans), an Indian trike, or
“txibal landf de'rl

* eliginility for tax exsnption and other tax
benafits derived from non-profit status;

¢  eligibility for federal immnity To tmxatiom,
ing ion from sub-f i tax on'U. K.

government or in-state cbligations or cont¥adgtss

==

& This resarvation may not ba necaasery mhould discussien
on the soops Of the GATE reselve that mesasures of this
peture are Jutsaida the scope of the AATH,



