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/DIRECTOR’S MESSAGE

The issue of Intellectual property and taxation has gained much importance
in recent days. The famous ‘rocket scientist’ Wernher Von Braun, once said
that his two greatest problems were gravity and paper work. In today’s time
the greatest problem of a business man is taxation, which is pervasive as
gravity and also involves lot of paper work. In case of transfer of any IPR
either by way of licensing or by way of assignment, the income from royalty
or the value of sales on transfer of technology involve lot of issues for
withholding tax, applicability of VAT, service tax, stamp duty, capital gains
tax and the transfer pricing regulations. All the different kinds of taxation
are levied on the basis of the value of the IPR which is transferred or licensed and thus the question
of IP valuation also become relevant whenever any transfer takes place.

The principles of arms length transactions are contained in 1995 OECD guidelines. Broadly, the related
party or inter company transaction are looked closely by the taxation authorities with the market
comparable data. In case of licensing of technology the arms length nature of the royalty maybe
determined by comparing the arrangement with third parties by identifying similar transactions and the
market price, thereof. In case of assignment, the valuation is also done on the basis of cost incurred
by applying some profit margin on the same or on the basis of the income approach. The value may
also depend on the remaining life of the patent.

In the context of Indian Taxation Laws, there are various provisions in the Income Tax Act which is
allowed for claim of expenditure on patent and technical know-how over a period of years. The provision
of charging depreciation on intangibles has also been introduced in the Income Tax Act. The issue of
IP taxation is also relevant for payment of royalty and technical fees to non-residents, where one has
to look the provisions of withholding tax under Section 195 and the accrual of income on such income
under Section 9 of Income Tax Act vis-a-vis the provisions contained in the International Double Taxation
Agreement of respective countries. In case of merger and acquisition the effect on transfer of technology
including on other IPRs is tax neutral but the issue of IP due diligence, IP valuation and IP accounting
remain very relevant.

It is also observed that the countries follow different kinds of tax policy for taxing the income arising
from the performance of art, music and for creation of inventions. Sometimes it is found beneficial to
register a company in certain tax shelters and/or tax havens where there are lower rates of taxation
on intellectual property rights. Netherlands offers attractive tax rates on taxation of income derived from
different kinds of intellectual property and attracts receipt of millions of dollar on this account from around
the world.

ITAG specializes in various segments of determination of policies and ascertainment of liabilities on
different kinds of technology transfer and suggests tax planning tools for its clients.

K Dr.DR Agarwal/
\
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"Sound" Mark Registered for the first time in  include the thunderous sound of a Harley
India First "sound" mark in favour of Yahoo Inc  Davidson, MGM's roar of a lion etc.
has been granted by India’s Trademark Office on

18th August. This is an important development and will lead to

registration of more such marks. However, it is not
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known how the "procedural complexities" i.e. how

“No political party has exclusive patent rights on prosperity” — Franklin D. Roosevelt
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Okasa, which is a wholly owned subsidiary of
Cipla, has opposed the patent application
contending that both drugs individually existed
before 1995, as did their combination.

Invention before 1995 does not qualify for a patent
under the Indian Patent Act.

In the current case, Boehringer Ingelheims drug
is licensed for the treatment of hypertension in
patients whose blood pressure is not adequately
controlled. The firm markets the drug in all 27
countries of the European Union and has co-
marketing partners.

Gilead’s patent application faces opposition by
Brazilian health group in India For the first time,
pre-grant opposition has been filed by an overseas
body, a Brazilian public health group in India
against Gilead Sciences Inc. for tenofovir
disoproxil fumarate, sold as Viread in Brazil and
indicates a growing concern about ensuring that
the supply of cheaper, non-patented drugs from
India is not hampered.

This has signalled global resistance to patenting
of drugs in India. Brazilian public health group has
cited the implications the patent grant will have in
restricting Brazil's ability “to produce and access
affordable generic versions of the drug” its large
\patient population living with HIV.
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Gilead sells tenofovir for $1,387 (Rs59, 224) to a
patient for a year’s treatment which is 8.8 times
costlier than $158 (Rs6, 746), the cheapest
available Indian generic version will cost for the
same drug regimen.

Roche’s AIDS drug patent opposed by Cipla,
AIDS groups in India AIDS patient groups and
Pharmaceutical firms such as Cipla, have filed
separate post-grant oppositions against Swiss
multinational Roche's patent on valganciclovir, a
drug used to facilitate organ transplantation and
by HIV/ AIDS patients.

Patent for valganciclovir to Swiss MNC Hoffmann-
La Roche (Roche) was granted by the Chennai
patent office last year.

AP Government moves to get patent for
Kalamkari products Bent on repeating its
success in obtaining protection under
Geographical Indication (GI) for Pochampalli
“lIkkat' design in 2004, the State Government is
now planning to secure patent rights for other
Kalamkari products being produced in the State.

State Government is planning to obtain Gl
protection rights for Uppada and Jamdhani fabrics,
Dharmavaram, Naryanapet and Pedana saris
Gadwal silk and cotton saris, and also for
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2008 World Patent Report has been published
The World Intellectual Property Organization
(WIPO) has published the 2008 World Patent
Report which is based on data from 2006 (the last
year for which complete worldwide statistics are
available).An increase of 18% is seen in the
patents granted worldwide and WIPO attributed
this to efforts by patent offices to reduce backlogs
and also to the increase of the number of patents
granted by China and the Republic of Korea.

The report gave out a remarkable piece of
information regarding the trend of filing
applications in multiple countries by the applicants
which is demonstrated through the Patent
Cooperation Treaty (PCT) and non-resident patent
filings.

Finally, the increasing level of patent activity in
emerging economies, in particular Brazil, India and
Mexico, should be noted.

Appointment of EIT (European Innovation and
Technology) government board by the
European Commission First board of European

Kondapalli bamboo toys. Y,
\

members who are recognized professionals
originating both from the industrial and academic
sectors. The board will launch EIT's activities in
its first meeting in September (this month).

The responsibilities of the board will include
defining EIT's overall strategy comprising
selecting, coordinating and evaluating the
Knowledge and Innovation Communities on the
basis of which EIT will operate. The government
board is expected to launch the first communities
by the end of 2009.

The London Agreement has entered into force
on 1 May 2008 London agreement will make
patenting in Europe cheaper by reducing post-
grant translation costs. Under the agreement
countries that have an official language that is also
an official language of the EPO (i.e. English,
French or German) will no longer require the
translation of a European patent even if the
language in which the patent is granted is not an
official language of the country.

At present Croatia, Denmark, France, Germany,

\_ Innovation and Technology (EIT) consists of 18 Iceland, Latvia, Liechtenstein, Luxembourg, /

“Animage . . . is not simply a trademark, a design, a slogan or an easily remembered picture. It is a studiously crafted personality
profile of an individual, institution, corporation, product or service.” — Daniel J. Boorstin
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Monaco, Netherlands, Slovenia, Switzerland and
the United Kingdom are parties to the agreement.
Countries who are not parties to the agreement
still require full translations of the European patent
for validation.

Patent row between LG Electronics and Quanta
LG Electronics Inc, South Korea agreed to put an
end to its eight year long PC-related patent
disputes with Quanta Computer Inc, Taiwan. The
arrangement took place after the U.S. Supreme
Court ruled in favor of Quanta, rejecting LG's
contentions that it had placed explicit limits on how
its patented technology could be passed on.
Negotiations on royalties have started.

AngioScore eyes Abbott catheter patent

AngioScore Inc is pleading the FDA to reject Abbott
Laboratories’ patent for “rapid exchange”
angioplasty catheters. The patent which is
scheduled to expire on October 29, 2008 covers
technology that helps the physicians to more
easily-thread a catheter into a blood vessel during
angioplasty.

Patent infringement suit by Nuance Nuance
Communications Inc and its Tegic subsidiary have
filed a patent infringement lawsuit in Canada
against Zi Corp claiming that Zi's Qix and eZiText
products infringe Tegic's intellectual property.
Nuance has not disclosed the quantum of
damages sought for. Zi earlier this month refused
$40.4 million unsolicited takeover offer from
Nuance.

-~

1. UMG Recordings, Inc. v. Troy Augusto

Facts of the case: Promo CDs were acquired by
Mr. Augusto and resold them through online
auctions on eBay, which Universal alleged
infringed their copyright as the words on the CDs
clearly mentioned that the Resale or transfer of
possession is not allowed and may be punishable
under federal and state law.

Arguments: Augusto argued that his resale of the
CDs was protected under the first sale doctrine.

Decision:Court agreed with Augusto and
delivered judgement in his favour on the basis of
first sale Doctrine.

Analysis: It is a very welcome decision and
appropriate application of the “First sale” doctrine
which allows the purchaser to transfer (i.e., sell
or give away) a particular lawfully made copy of
the copyrighted work without permission of the
copyright owner once it has been obtained. That
means that a copyright holder's right to control
the change of ownership of a particular copy ends
once that copy is sold as long as no additional
\copies are made

GLIMPSES OF JUDGMENTS ON IPRS

J
2. Lawsuit against Nintendo over DS Touch
Screen

Facts of the case: Nintendo again finds itself
embroiled in Patent Lawsuit filed by an lllinois man
after having recently losing to Anascape.

Plaintiff, John R. Martin holds the patent for touch
screen and pointing device gaming technology and
alleges that Nintendo DS that was launched in
November, 2004 in the United States impinges on
his patent rights.

While Plaintiff does not specifically refer to the DS,
description of the form of input seems to fit the DS.

In its response, Nintendo has denied infringing
upon Martin's patent.

Plaintiff has a similar suit in the works against
Apple, presumably over the iPod's touch-sensitive
scroll wheel.

Analysis: Experts are of the opinion that this is
another instance of the threatening trend of milking
big companies on the pretext of Patent infringement
thereby abusing the legal system. J

Dr. D R Agarwal , Director attended

Property Research & Development]

August, 2008.

Sonal Kirty, previously a research associate at ITAG submitted
in fulfillment of the degree of Master of
Pharmacy on the topic 'Para IV Filing : An Important Business
Strategy of Indian Pharmaceutical Company' to Manipal

her dissertation

University.

the Three — Days
International Workshop on Resolving Principal Patent Issues
related to Pharma, Biotech & Chemicals with focus on USA
& Japan scenario conducted by IIPRD [Institute of Intellectual
in association with
Sughrue Mion, PLLC, of the USA in Delhi from 21st — 23rd

[From Left to Right] Mr. Vinod Khurana, Head IIPRD.
Mr. Chid S. lyer [Attorney at Law] Dr. William J.
Simmons [Attorney at Law Dr. D R Agarwal [ Director],
Mr. Michael R. Dzwonczyk [Attorney at Law], Mr. Miku
M. Mehta[Foreign Law Consultant], Mr. Kenneth J.
Burchfiel [Attorney at law]

“Only one thing is impossible for God: To find any sense in any copyright law on the planet.” — Mark Twain
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Graph showing top 20 PCT Applicant 2007 for Universities and Busines Sectors respectively.
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Disclaimer: The contents published in this Newsletter is for information purpose only. All rights related to these
contents, published herein is the property of ITAG. Unauthorized use of the same in strictly prohibited. All disputes

rabad jurisdiction.
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“Every piece of software written today is likely going to infringe on someone else's patent. “

— Miguel de Icaza



