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SUMMARY

Canadian law on the rights of a co-owner to exploit co-owned IP Rights is in its infancy, and is relatively uncertain, in view of the few, and possibly conflicting or inconsistent decisions. It appears that the better view is that patent and design rights may be exploited personally by a co-owner, and assigned in toto without consent of, or accounting to, co-owners. However, any dilution of the patent or design right by licence or partial assignment is either void, or will require an accounting to co-owners.   

As to trademarks, as a practical matter, independent exploitation would likely result in loss of distinctiveness as to source, and invalidity of the mark. Co-ownership therefore requires a clear agreement on exploitation.    

Copyright requires that co-owners account to each other for all exploitation.
Résumé

Le droit canadien relatif aux droits d’un copropriétaire d’exploiter des droits de PI partagés en est à ses balbutiements et est relativement incertain, vu les rares décisions, sans doute contradictoires ou incohérentes. Au meilleur de notre connaissance, il semble que les droits de brevet et de dessin ou modèle puissent être exploités individuellement par un copropriétaire et attribués intégralement sans le consentement des copropriétaires ou sans leur en rendre compte. Toutefois, toute dilution du droit de brevet ou de dessin ou modèle par permis ou affectation partielle est nulle ou nécessite d’en aviser les copropriétaires.
Quant aux marques de commerce, pratiquement, l’exploitation indépendante entraînerait probablement la perte de caractère distinctif de la source et l’invalidité de la marque. La copropriété nécessite donc une entente claire en ce qui concerne l’exploitation.
Le droit d’auteur exige que les copropriétaires se rendent compte l’un à l’autre de toute exploitation.

Zusammenfassung

Das kanadische Gesetz über die Rechte eines Miteigentümers zum Nutzen von Rechten an gemeinschaftlich gehaltenem geistigen Eigentum befindet noch in der Anfangsphase und ist aufgrund der wenigen und möglicherweise widersprüchlichen und inkonsistenten Rechtssprüche relativ unzuverlässig. Dem Anschein nach ist die bessere Betrachtungsweise, dass Patent- und Designrechte persönlich durch den Miteigentümer genutzt werden und ohne das Einverständnis der Miteigentümer bzw. ohne Rechenschaftslegung diesen gegenüber als Ganzes zugewiesen werden. Jegliche Minderung der Patent- oder Designrechte durch Lizenzierung oder teilweise Übertragung ist jedoch entweder ungültig oder erfordert Rechenschaftslegung gegenüber den Miteigentümern.

Bei Handelsmarken würde, von einem praktischen Standpunkt aus gesehen, die unabhängige Nutzung wahrscheinlich zum Verlust der Kennzeichnungskraft und demzufolge Ungültigkeit der Marke führen.  Miteigentümerschaft erfordert daher eine klare Vereinbarung über die Nutzung.
Das Urheberrecht erfordert, dass die Miteigentümer über jegliche Nutzung einander Rechenschaft ablegen.“ 
I) Analysis of the current substantive law
1)  Regulation of co-ownership

The regulation of co-ownership may depend on the origin of co-ownership.

The groups are invited to indicate if, in their national laws, the rules related to the co-ownership of IP Rights make any distinction in the applicable rules to the co-ownership of an IP Right in case the origin of the co-ownership rights is not voluntary but results from other situations, including the division of a right in case of a heritage.

In Canada, neither the IP statutes nor common law provide any distinction as to the nature of co-ownership on the basis of voluntary or involuntary acquisition.  However, co-ownership may be either joint ownership or ownership as tenants-in-common.  Joint ownership arises, at common law, when joint ownership is expressly provided in the agreement, or where the ownership agreement provided a unity of interest, a unity of title, a unity of time and a unity of possession.  In all other cases, there will be ownership as tenants in common.   Joint tenancy automatically transfers legal title to the survivor(s) in case of death of a joint owner, whereas tenants-in-common retain title and must transfer it through succession  provisions.

In this context the Groups may also indicate if there are any legal definitions of co-ownership of the IP Rights adopted in their countries and what these definitions are.

Various Canadian IP statues do recognize that IP rights may be owned by more than one legal entity. In particular, as detailed below, patents, designs and copyright may each be registered in the name of multiple owners.  The Registrar of Trademarks will only permit a trademark to be registered to a single entity, although the single entity might be a joint venture of two or more owners (Trade-marks Examination Manual, section  II.5.2.5). 

· Inventions, and accordingly, utility patents, may be assigned “either as to the whole interest or any part thereof “(Patent Act, Section 50).  

· Designs may be assigned, “either as the whole interest or any undivided part” (Industrial Design Act, Section 13).  

· The Copyright Act provides that the author(s) of a work is(are) the first owner(s) of copyright unless the work is made in the course of employment in which case the employer is the first owner.  The owner may assign the right, either wholly or partially (Copyright Act, Section 13). The Registrar of Copyrights shall register an assignment of copyright, or a license granting an interest in copyright (Copyright Act, Section 57).  

· A trademark is transferable (Trademark Act, Section 48) However, Section 48(2) provides that a trademark may be held non-distinctive as a result of the transfer of the trademark to two or more persons and the trademark is used by more than one person.

There is no statutory definition of the rights of co-owners of IP rights in Canadian IP statutes. Accordingly, the rights of co-owners of an IP right have had to be determined by the courts. In Canada, there has been a paucity of litigation on this point and accordingly, little guidance is provided by jurisprudence. 

2) Outsourcing and Subcontracting of IP Rights
This question covers not so much the right of a co-owner to exploit the IP right but whether the party exploiting must account to co-owners.  

In the case of patents, the leading case in common law jurisdictions held that a patent co-owner is entitled to personally exploit the patent without accounting to the co-owners (Forget v. Specialty Tools, 62 C.P.R., 3d, 539). The only other case on point is a decision of the  courts of the Province of Quebec, which is a  civil law jurisdiction, that held the opposite, (Marchand v. Peloquin, 45 C.P.R. (2d) 48). Accordingly, in common law jurisdictions, a co-owner may exploit a patent personally, but cannot grant a valid license without the consent of remaining co-owners (Forget v. Specialty Tools).  Further, a co-owner may dispose of its entire interest but may not dispose of a part interest, or dispose of the entire interest to more than one party, as this dilutes the rights of the remaining co-owners.  A license is somewhat less than disposal but still dilutes the rights, and consent is required.

As to subcontracting/outsourcing, the nature of the relationship will be determinative.  A license requires consent of the co-owners.  A true agency relationship, however, is exploitation by the principle and should not require consent of co-owners as thee is no dilution of the rights (Forget v. Specialty Tools). Whether such an arrangement would be practical is a separate issue.   Nonetheless, at least under Quebec law,  tenants-in-common would be required to account to their co-owners in proportion to their respective interests.  Joint tenants, however, hold an undivided interest and consequently may not be required to account.  There is no Canadian case law on this point.

There is no Canadian law on this issue in respect of Designs, but the patent decisions would likely be persuasive.

As to Copyright, there are many uncertainties. The Copyright Act, Section 19, provides that royalties are payable for reproduction of a sound recording,  payable equally to the  performer(s)  and the maker(s), thereby recognizing implicitly the obligation of co-owners to account

3)  Is There Any Distinction in Law to the Granting of a Non-exclusive or an Exclusive License?

Prior to reviewing this issue, it is prudent to ensure there is clarity of terminology.  Under Canadian law, an exclusive licence grants the rights to the licensee to the exclusion of the licensor.  A sole licence provides that the licensee will be the only licensee, while the licensor may still exploit the IP right.  A non-exclusive license may permit several licenses to be granted without inhibiting the licensor.  

As stated by the British Columbia Court of Appeal in Forget v. Specialty Tools, any license requires consent of the co-owners, and absent consent, the license is void.  Consequently, exploitation pursuant to a void license constitutes infringement.  The Forget case did not distinguish between an exclusive license or any other form of license.  It would seem logical, however, that an exclusive license, by depriving the licensor of the right to exploit and providing that right exclusively to the licensee, it is not a dilution of the patent rights any more than an assignment of total interest is not a dilution. On that analysis, consent would not be required, but the question is still open in the absence of any case law  in support.

4)  Is It Possible to Transfer or Assign a Co-owned share of an IP Right.

According to Canadian statutory law, patents, designs and copyright may be assigned, in whole or in part.  Consequently, a co-owner may assign all or part of the co-owned IP right.  However, the statutes are not determinative of whether there must be an accounting by the new owners.  Following the logic of Forget v. Specialty Tools, the fundamental or essential characteristic of a patent is the exclusive right to manufacture.  Dilution of exclusivity will defeat the legislative purpose underlying the Patent Act.  Consequently, according to the Forget logic, consent is required from other co-owners for a partial disposition of the patent interest, whether by way of a partial disposition of the interest or by total disposition to more than one party.  The Forget court specially held the right to assign set out in Section 50 did it not address the question of accountability, but rather that assignment is permissible. This determination would likely be applied to other forms of IP rights as well..

5)  Explain whether national laws address competition issues if co-owned IP rights give the co-owners the dominant position in the market, especially where there is an agreement between them on exploitation of the co-owned IP rights such as refusal to license.

IP rights are “choses in action”, not chattles.  There is not physical object to be exploited, and the IP rights are essentially proscriptive rights – the IP rights holder has the right to prevent others from exploiting the right.  The grant of IP rights entitles the owner to utilize this right and to retain the market for the IP rights owner.  Such behaviour is not considered anticompetitive in Canadian law so long as the rights owner satisfies the market demand.  The Canadian Competition Act is a separate statute, under which abusive IP exploitation may be restrained.  A conspiracy between co-owners to adversely affect the market may be restrained under the competition laws. 

 Failure to supply the market may be the basis for granting compulsory licenses under Section 65 and 66 of the Patent Act.  Comparable provisions do not appear in the Design, Trademark or Copyright Acts and would therefore be governed by the provisions of the Competition Act, if at all.

6) Applicable Law and jurisdiction in Absence of Agreement

Canadian law recognizes co-ownership, even in the absence of a contractual agreement.  These rights can arise by collaboration in the creation of the IP right, or by devolution, such as inheritance.

As to jurisdictional issues, where IP rights are national, (not regional), and all co-owners reside in the particular country, then no jurisdictional issues should arise, and the courts of that country should determine the respective rights. Similarly, for national IP rights, even where one or more co-owners do not reside in the country, the courts of the country issuing the IP right should have jurisdiction over the respective rights between co-owners. Nonetheless, as it is a property right, the courts having jurisdiction over the owners can likely determine rights, so long as they apply renvoie and take the relevant law (if any) of the issuing country into consideration. 

A separate question is whether, in the absence of consent, a licence granted by one co-owner is void, or merely voidable, and can be ratified by an accounting between co-owners.  If void, the issue is one of infringement, which is to be determined by national law of the issuing country.

7) Finally, the groups are also invited to present all other issues which appear to be relevant to the question and which were not discussed either in these working guidelines, or in the previous ones for the 2007 EXCO in Singapore.

An issue arose, principally with US members, whether the  right to exploit IP rights, particularly patent rights, would allow a co-owner to have product  made exclusively for that owner, without a requirement  to account to co-owners.  It is relatively universal that co-owners must obtain consent to licence, (although the consequences of failure to obtain consent are less certain). However, if an agency relationship is established, where acts of the agent are acts of the principal,  this may avoid the requirement of consent. In practice, however, liability issues for the principal for the work of the agent may render such an arrangement  less than satisfactory.  

II ) Proposal for the future harmonisation 

The groups are invited to present any recommendation that can be followed in the view of the further harmonisation of national laws in the context of co-ownership, specifically on the points raised by the working guidelines above in relation to the current state of their national law.

In view of the possible inconsistency between or within countries as to the legal ramifications of a licence granted without consent,  express legislation is desirable to clarify the effect of a licence granted without consent. – what that effect should be is the open question.  Such a non-consensual licence could be “valid”, “voidable” or “void”.

A valid licence would permit a co-owner to dilute the exploitation rights of the other co-owners.  This is contrary to the law in most jurisdictions, and is, in the Canadian view, undesirable.

A voidable licence would provide a degree of flexibility at the expense of certainty as to the consequences.  A co-owner could choose to ratify a non-consensual licence, which may provide the option of an increased accounting, in contrast to damages for patent infringement.  

Legislation determining that a non-consensual licence is void ab initio would result in greater certainty for all parties.  This is consistent with existing Canadian case law.

Further the consequences of assignment should be clarified.  Certainly, in the Canadian context, legislative clarification of the rights of co-owners to assign their entire interest to another party, without consent, is desirable.  Canadian case law is inconsistent – in the only common law case, the Court of Appeal has confirmed the right to assign the entire co-owned interest without consent or accounting to the other co-owner(s). The only Quebec civil law decision has required an assignee of the entire co-owned portion to account to the other co-owner.  This result was dictated, in part, by the particular form of co-ownership which provides for a specific percentage division, and by provisions of the Civil Code of Quebec pertaining to such contracts. In the view of the Canadian Group, assignment of the entire right of one co-owner to a single assignee should not require accounting to co-owners, as was the case in the initial relationship. The risk, of course, is that an imbalance of commercial ability to exploit may arise if the assignee is disproportionate compared to the assignor.  If that is a concern, it should be addressed by contract between the co-owners, not by legislation of general application.
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