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 NOTES FROM THE 
EUROPEAN UNION  

 European Commission publishes 
Preliminary Report in the 
Pharmaceutical Sector Inquiry 
 The Preliminary Report shines a light on 
the principal concerns of the European 
Commission in the pharmaceutical sector, and 
how these may be redressed in the future. 

 Just under a year after the launch of an 
European Union (EU)-wide competition 
inquiry into the pharmaceutical sector, the 
European Commission has in November 2008 
published its Preliminary Report. The Inquiry 
kicked off with unannounced  ‘ visits ’  in a 
number of pharmaceutical companies, taking 
the industry by surprise, and the Preliminary 
Report appears to have already identifi ed 
a number of concerns for the sector.  

 The need for a sector-wide inquiry 
 The European Commission started forming 
the view that fewer and fewer new medicines 
were being brought into the European market 
and generic entry was in many cases delayed 
following the expiry of patent protection. 
The importance of the sector should not be 
underestimated. Public health considerations 
apart, the European market for medicines 
is estimated at  S 214 billion (2007 retail prices) 
and represents a signifi cant cost for public 
health-care systems. Under European 
competition rules, the European Commission 
has powers to take action against individual 
companies engaging in anti-competitive 
practices, but when a whole market is not 
seen to be functioning as well as it should, 
it may conduct an inquiry into a particular 
sector of the economy or into a particular 
type of agreements across various sectors. 
The Pharmaceutical Sector Inquiry focused 

on the parameters of competition between 
innovative and generic drugs within the 
relevant regulatory framework. Although 
the European Commission is also active in 
other areas affecting competition in the 
pharmaceutical sector, such as parallel trade 
and state aid, these issues have not been 
dealt with under the sector inquiry.   

 Competition between innovative 
and generic drugs 
 The Preliminary Report identifi ed a number 
of practices engaged by originator companies 
to prolong their period of exclusivity and 
delay the entry into the market of generic 
drugs, at least for their most popular products. 
Generic drugs are generally seen as introducing 
competition in the sector and bringing prices 
down. The Commission is therefore keen 
to ensure that there are no obstacles for the 
introduction of generic medicines as soon 
as possible after the period of exclusivity ends. 
According to the European Commission, 
based on the sample of medicines under 
investigation that faced loss of exclusivity 
in the period 2000 – 2007 (representing an 
aggregate post-expiry expenditure of about 
 S 50 billion in 17 Member States) the 
Preliminary Report estimates that this 
expenditure would have been about  S 14 
billion higher without generic entry. Further 
savings of  S 3 billion could have been 
achieved if generic entry had taken place 
without delay. 

 The majority of the practices identifi ed 
in the report are patent related. This is rather 
unsurprising, given the crucial importance 
of patents to the sector, without which little, 
if any, innovation would be taking place. 
The  ‘ tool-box ’  of practices at the disposal 
of originator companies identifi ed by the 
European Commission includes the forming 
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of so-called  ‘ patent clusters ’  or  ‘ patent 
thickets ’ , divisional patenting, extensive use 
of patent litigation and settlements where 
marketing of the generic product is restricted 
(often for valuable consideration) and other 
interventions before national authorities other 
than patent offi ces. 

 Patent clustering involves the fi ling of 
a large number of related patents (in some 
cases as many as 1300) in relation to one 
drug, creating uncertainty to generic drug 
companies as to whether and when they 
can start marketing a generic version of 
the product. According to the European 
Commission, often the validity of these 
secondary patents is dubious, even to the 
patent holder companies themselves. 
Divisional patent applications can be fi led 
and be pending under consideration even 
when the parent application has been revoked 
or rejected, also causing delay and legal 
uncertainty for generic companies. 

 The increasing use of patent-related 
litigation by originator companies is also seen 
as resulting in signifi cant delays in the entry 
into the market of generic drugs. Although it 
is acknowledged that using the courts to 
enforce patent rights is entirely legitimate, 
evidence gathered during the Inquiry 
suggested that in certain cases litigation was 
used as a deterrent and delaying tactic even 
when there was no belief in the strength of 
the patent itself. The Commission noted in 
this regard that although a primary patent 
would be invoked in initial correspondence 
threatening litigation, during litigation reliance 
would normally be placed on the secondary 
patent. Evidence gathered and put forward by 
the Commission tended to demonstrate that 
generic fi rms won the majority of cases where 
a fi nal judgment was given. Nonetheless, 
a number of cases settled before judgment 
but in nearly half of the settlements reached, 
the ability of the generic fi rm to market 
the product was restricted. The European 
Commission expressed a particular concern 
over those cases where the patent holders 
would make direct payments to generic 

companies or provide other incentives in the 
form of licences or other side deals to restrict 
their marketing ability of the generic drugs. 

 Another common feature of the market 
that works to the disadvantage of generic 
drugs is the launch and marketing of second-
generation follow-on products before the 
expiration of patent protection for fi rst 
generation products. The Inquiry has so far 
found that it is common to launch products 
with a marginal improvement or additional 
benefi t to the patient slightly before the 
expiration of the patent for the fi rst product. 
In the run-up to the expiration of patent 
validity, the marketing effort focuses on 
switching patients to the new medicine, 
leaving a reduced margin for generic 
companies. 

 The Preliminary Report also identifi ed 
non-patent-related tactics, mainly in the 
form of interventions by originator companies 
before national authorities in relation to 
marketing authorisation and pricing /
 reimbursement status for generic drugs. These 
interventions often claimed that generic drugs 
are less safe, less effective and / or of inferior 
quality. Although subsequent investigations  –  
where undertaken  –  usually found no basis 
for such claims, an investigation into the 
safety, quality and effectiveness of a generic 
product usually leads to a delay of several 
months. Once generic drugs are placed onto 
the market, originator companies further 
attempt to infl uence the distribution channels 
against the generic drugs or the supply 
sources to prevent the generic companies 
from sourcing the necessary active ingredients. 
The European Commission demonstrated 
particular concern in relation to the so-called 
direct-to-pharmacy distribution. Although 
no evidence of this was apparent from the 
Preliminary Report, it is suggested that this 
practice may lead to reduced competition 
at wholesale level, making it more diffi cult 
for small originator companies and generic 
companies to enter the market. 

 Although it may be clear from the 
Preliminary Report that the cumulative 
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by the relevant regulatory framework. 
In particular, the absence of a European 
patent system allowing the grant of a patent 
that would be immediately and centrally 
enforceable throughout the EU adds to the 
lack of clarity as to patent rights and increases 
the likelihood of litigation. Although the 
current system allows a centralised patent 
application, this translates into a number of 
national patent rights that must be separately 
enforced in each Member State before 
national courts, resulting in high litigation 
costs, delays and the risk of diverging 
positions. Despite all this, the reform of the 
European patent system is currently not 
perceived as a political priority and change 
in the near future appears unlikely.  

 Next steps 
 The Preliminary Report was open for 
comments until the end of January 2009. 
The fi nal report is expected to be published 
sometime in spring 2009. The Preliminary 
Report does not draw any fi nal conclusions 
on any of the issues raised. The fi nal report 
is however likely to contain most, if not all, 
of the provisional fi ndings contained in the 
Preliminary Report. The anticipation now lies 
with the remedies the European Commission 
will deem necessary. Although sector inquiries 
are not aimed against any individual company, 
the European Commission may then use its 
fi ndings to bring action against individual 
companies under the competition rules, if 
appropriate.    

 European Court of Justice guidance 
on borderline products 
 The recent case involving Hecht-Pharma 
in respect of food supplements provides 
much needed guidance and support for 
producers in the growing market of 
borderline products.  

 Borderline products 
 Consumer demand has led to signifi cant 
changes to the health products market 

effect of a combination of the  ‘ tool-box ’  of 
practices identifi ed is to delay generic drugs 
from entering the market, it is diffi cult to 
see at this stage evidence of any  ‘ wrongdoing ’  
or actual breach of the competition rules. 
A settlement agreement whereby a generic 
company agrees not to market a product 
may potentially constitute anti-competitive 
market sharing. For the remaining tactics, 
unless there is an abuse of process (for which 
appropriate remedies exist), it is diffi cult to 
see why a company would not take all 
possible steps to enforce its rights or the rights 
it believes it has, or how it may be prevented 
from doing so. The European Commission is 
concerned with evidence that these practices 
are being used with the sole aim of keeping 
generics out of the market but it is unclear 
what proportion these represent or what an 
appropriate remedy may be. Investigations 
for abuse of dominance may be relevant in 
this respect and could have a dissuasive effect, 
but would not necessarily have the effect 
of making generic drugs enter the market 
more swiftly.   

 Competition between originator companies 
 The Commission ’ s main concern in this 
area is the tactic of defensive patent strategies. 
This is the case when an originator company 
fi les a patent with no intention to pursue 
it and bring a new or improved product in 
the market. The patent is fi led in order to 
prevent the development of a competing 
product. Licensing between originator 
companies can be used in these circumstances 
but there is no guarantee that a licence will 
be granted and recourse may have to litigate. 
In this instance, the vast majority of the 
cases where a fi nal judgment was given 
(77 per cent), the judgment was against the 
patent holder.    

 Towards a new regulatory framework 
 As with most industries, the competition 
landscape in the pharmaceutical sector is 
affected, to a large extent, not just by 
the action of private undertakings but also 
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in recent years and distinguishing between 
medicines (products designed to treat and 
prevent diseases) and  ‘ borderline ’  products 
designed to provide nutrition and other 
health benefi ts (such as food supplements) 
has become increasingly diffi cult.   

 Historical licensing requirements 
 European medicines licensing authorities 
have traditionally been more inclined to 
classify  ‘ borderline ’  products as medicinal 
products, thus requiring the producers to 
comply with more stringent licensing 
requirements. A product that is classifi ed 
as a medicine is subject to European 
medicines legislation and would generally 
require the producer to apply for a licence 
to market the product as a medicine.  

 Case C-140 / 07 of the European Court of 
Justice  
 The recent Case C-140 / 07 raised various 
queries regarding the classifi cation of 
medicinal products and particularly the basis 
upon which a product can be distinguished 
as a medicine. 

 Hecht-Pharma, a wholesale pharmaceutical 
business, marketed a product in Germany 
with the description  ‘ Red Rice 330   mg, 
food supplement with fermented rice. 
One capsule corresponds to 1.33   mg of 
monacolin k ’ . The product composed of 
fermented red rice and the recommended 
use read  ‘ As food supplement, 1 capsule 
1 – 3 times daily ’ . 

 The Bezirksregierung L ü neburg (District 
Administration L ü neburg) decided that 
Hecht-Pharma should not market the 
product in Germany without a marketing 
authorisation on the ground that it was a 
medicinal product. Pursuant to subsequent 
appeals, the Bundesverwaltungsgericht 
(Federal Administrative Court) referred 
the case to the European Court of Justice 
(the  ‘ ECJ ’ ) for clarifi cation on the criteria 
for medicines classifi cation in respect of 
the Directive 2001 / 83 / EC as amended 
by Directive 2004 / 27 / EC (the  ‘ Directive ’ ).   

 Summary of questions answered by the 
European Court of Justice ’ s decision 
 1.    Does the Directive apply to a product where 
it has not been established that it is a medicinal 
product by function?  

 Article 2(2) of the Directive does not 
apply to a product in respect of which it 
has not been scientifi cally established that 
it is a medicinal product by function 
(capable of restoring, correcting or modifying 
physiological functions by exerting a 
pharmacological, immunological or metabolic 
action, or that it may be used to make a 
medical diagnosis), without its being possible 
to exclude that possibility. 

 2.    Are the characteristics of the manner in which 
a product is used, the extent of its distribution, 
its familiarity to consumers and the risks which its 
use may entail relevant in determining whether a 
product should be classifi ed as a medicinal product?  
 The ECJ ruled that these are still relevant 
to determining whether that product falls 
within the defi nition of a medicinal product 
by function under Article 1(2)(b) of Directive. 
In accordance with previous case law, national 
authorities must decide whether a product 
falls within the defi nition of a medicinal 
product by function on a case-by-case basis, 
taking account of all the characteristics of the 
product, in particular its composition, its 
pharmacological properties to the extent to 
which they can be established in the present 
state of scientifi c knowledge, the manner in 
which it is used, the extent of its distribution, 
its familiarity to consumers and the risks to 
which its use may entail. 

 3.    Can a product be classifi ed as a medicinal 
product by function where, having regard to its 
composition (including its content in active substances) 
and if used as intended, it is incapable of restoring, 
correcting or modifying physiological functions?  
 Apart from the case of substances or 
combinations of substances intended for the 
purpose of making a medical diagnosis, a 
product cannot be regarded as a  ‘ medicinal 
product ’  under Article 1(2)(b) of the 
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 The established way to obtain medicines 
is from a pharmacist, but increasingly 
medicines are being sold and advertised 
over the Internet. The MHRA is concerned 
with the inherent risks of buying prescription 
only medicines (POMs) over the Internet, 
in particular: as they may not have been 
prescribed by a health-care professional; 
there may not be checks and controls on 
the quality and effectiveness of medicines 
supplied; and or there may be no legal 
recourse in the event of a problem. 

 On 26 November 2008, the MHRA 
published advice for consumer websites 
about the rules governing the advertising 
of medicines in an attempt to encourage 
companies to work within the parameters 
of the Medicines Advertising Regulations. 

 The guidance covers all websites that are 
registered in the United Kingdom or that are 
aimed at UK consumers, which may lead to 
the prescriptions and / or supply of a POM. 
It should be noted that this does not include 
websites directed at health-care professionals.  

 General principles 
 Online services such as online clinics or 
pharmacies may promote the service they 
provide. The website may give information on 
a certain range of therapeutic options available. 
This material cannot, however, draw attention 
to specifi c POMs since this is likely to breach 
the Advertising Regulations, as it may result in 
an individual requesting a particular treatment.   

 Practical points 
 Companies can help ensure that their website 
content does not fall foul of applicable 
regulations by adhering to the following 
guidance: 

 (a)    The Home Page  
This should avoid any direct reference to a 
POM, but instead should focus on medical 
conditions and services that the website 
provides. The Home Page may provide links 
and navigation aids for a particular disease or 
condition, but not for POMs. 

Directive, where, having regard to its 
composition (including its content in active 
substances) and if used as intended, it is 
incapable of appreciably restoring, correcting 
or modifying physiological functions by 
exerting a pharmacological, immunological 
or metabolic action.   

 Practical implications 
 The likely effect of the ECJ decision in Case 
C-140 / 07 is a relaxation in the relevant 
policies of European medicines licensing 
authorities on the classifi cation of  ‘ medicinal 
products ’ . Licensing authorities, such as the 
Medicines and Healthcare Regulatory Agency 
(MHRA) in the United Kingdom, would 
now have to establish that a product has the 
scientifi c characteristics required under the 
defi nition of  ‘ medicinal products ’  before 
they can require compliance with European 
medicines legislation. This decision would 
be welcomed by producers who market 
 ‘ borderline ’  products within European 
markets, as they may benefi t from substantial 
savings in time and costs should authorisation 
requirements for  ‘ medicinal products ’  not 
apply to their products. 

 The judgment shows that the ECJ ’ s is keen 
to encourage the free movement of goods in 
European markets, taking into account the 
increasing number of  ‘ borderline ’  products. 
It emphasised that, although the Directive is 
designed to protect human health, it should 
not be used so disproportionately that it 
results  ‘ in obstacles to the free movement 
of goods ’  within the Community.    

 The UK Medicines and Healthcare 
Products Regulatory Agency 
publishes guidance on website 
content  
 This guidance offers helpful advice to suppliers 
of medicines targeting UK customers on the 
use of websites as a tool to promote their 
services. 

 The MHRA is the UK governmental 
agency responsible for regulating the supply 
of medicines and medicinal devices. 
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 Should the customer choose to access a 
further page about a particular condition, 
the page may contain information on specifi c 
medicines but only in the context of a 
balanced overview on the available treatments. 

 It should be made clear that the customer 
is being offered a medical consultation and 
this may or may not lead to the provision 
of a prescription. 

 (b)    Prices  
Information on the price of a POM 
should only be provided during the 
prescribing process or when the prescription 
has been issued. However, it is possible to 
provide indicative pricing costs of a 
consultation and a subsequent treatment. For 
example,  ‘ erectile dysfunction treatment  –  
 £ 20 for a medical consultation,  £ 50 for a 
course of 4 tablets ’ . Nonetheless, detailed 
pricing structures should only be given after 
the medical consultation. 

 (c)    Promotional Claims  
Any information that is provided about 
medicines should be balanced and factual, for 
example  ‘ XXX is used to treat Y ’  rather than 
 ‘ XXX is the best / faster / strongest treatment 
for  …   ’  Therefore, superlative or comparative 
language should be avoided. 

 (d)    Website Addresses  
Website addresses should not name specifi c 
POMs as this may be viewed as promoting a 
POM to the public.    

 Stem cell patent application rejected 
 In this much-anticipated ruling the European 
Patent Offi ce (EPO) took a restrictive 
approach deciding that, as yet, European law 
would not allow the patenting of inventions, 
which necessarily resulted in the destruction 
of a human embryo. 

 On 25 November 2008 the EPO released 
its decision (G002 / 06) on the application by 
the Wisconsin Alumni Research Foundation 
to patent its method of producing stem cells 
through a process that involved the 

destruction of a human embryo. The decision 
was based on the pronouncement that the 
EPO will not grant patents for human stem 
cells that would involve the destruction of 
a human embryo for commercial or industrial 
purposes. In reaching this decision the EPO 
relied on the European Patent Convention 
(EPC) and the EU Biotechnology Directive 
(98 / 44 / EC). The EPO emphasised that one 
of the essential objectives of the Directive 
was to preserve human dignity. 

 The EPO stated that under Article 53(a) 
of the EPC, inventions whose commercial 
exploitation is against  ordre public  or morality 
are excluded. The EPO emphasised that it is 
not the patenting itself that is considered to 
be against the  ordre public , but the performing 
of the invention (which involves the 
destruction of a human embryo) that is 
objectionable. 

 The UK Intellectual Property Offi ce (IPO) 
made a representation to the EPO that it 
should not refuse to grant patents on moral 
grounds when there is no clear consensus 
among its contracting states on the morality 
of stem cell research and patenting. The IPO 
noted that to do so would deny patent 
protection in those states where such tech-
nology is morally acceptable and allowable. 
The EPO stated that is was neither necessary 
nor appropriate to consider whether the 
standard of morality should be a European 
one. As the EPO is wary of making decisions 
on ethical or moral grounds because of the 
wide dichotomy of opinions that exist, this 
stance is hardly surprising. Instead it based 
its decision on the wording of the EPC. 

 Rule 28(c) of the implementing regulations 
for the EPC states that the use of human 
embryos for industrial and commercial 
purposes is unpatentable. The EPO noted 
that this refl ected a concern to present 
the comodifi cation of human embryos. 
Importantly the EPO held that it is not the 
fact of the patenting itself that falls within this 
stated example of acts, which are unpatentable 
as they are against morality, but rather it is 
the performing of the invention which 
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 A ban on selecting the sex of offspring 
for non-medical reasons. This puts into 
statute current HFEA policy. Sex selection 
is allowed where there is a particular 
risk that a woman will give birth to 
a child who will have or will develop 
a gender-related serious physical or 
mental disability. 
 Retention of a duty to take account of 
 ‘ the welfare of the child ’  when providing 
fertility treatment, but removal of the 
reference to  ‘ the need for a father ’ . The 
Act also includes provisions regarding the 
parentage of a child conceived through a 
surrogacy arrangement. The aim of these 
provisions is to put same-sex couples on 
the same footing as heterosexual couples. 
 Altering restrictions on the use of Human 
Fertilisation and Embryology (HFEA) 
collected data to make it easier to do 
follow-up research. 
 Amendment to licensable activities, 
specifi cally embryo testing. This is to 
clarify that the scope of legitimate embryo 
research activities can include the 
creation, keeping and use of human 
admixed embryos (embryos combining 
human and animal material).     

 No waiver clauses of limited value 
 Recent case law indicates that a clause that 
seeks to prevent a delay in exercising a right, 
being deemed as a waiver of such right, is 
of little value where the parties continue to 
perform their obligations under the 
Agreement for a considerable time. 

 The case in point is Tele2 International 
Card Company SA and Others v Post Offi ce 
Limited [2009] EWCA Civ 9, heard before 
the Court of Appeal in London. 

 In this case Tele2 was required to provide 
a parent guarantee letter to the Post Offi ce 
by 25 December 2003. On 1 December 
2004, the post offi ce sought to terminate the 
agreement based on Tele2 ’ s failure to provide 
the parent guarantee letter. Tele2 argued that 
the Post Offi ce was not entitled to terminate 
as while it had failed to provide the parent 

•

•

•

•

includes a step (the destruction of a human 
embryo) that contravenes such provisions. 

 This does not prevent the patenting of 
inventions relating to stem cells in general, 
but provides clarity that where such invention 
necessarily involves the destruction of a 
human embryo European law will intervene 
to prevent this. 

 The EPO emphasised that this ruling does 
not affect the ability to register patents 
generally related to stem cell research.   

 Human Fertilisation and Embryology 
ACT 2008 (ACT) becomes law 
 The Human Fertilisation and Embryology 
Act 2008 is fi nally passed into law after much 
publicity and controversy. For the fi rst time 
the use of embryos containing human and 
animal material is given a legal basis. 

 In 2004, the UK Government announced 
a review of the Human Fertilisation and 
Embryology Act 1990. A public consultation 
took place in 2005 and following much scrutiny 
received royal assent, passing it into law on 
13 November 2008. The Act comes into 
force in two stages in April and October 2009. 
The Act does not alter the basic regulatory 
framework created by the 1990 Act but deals 
with controversial new technologies, setting 
out clearly what the Human Fertilisation and 
Embryology Authority ( ‘ HFEA ’ ) can and 
cannot license and so creating public policy 
in a highly sensitive area. 

 According to Alan Johnson, the Secretary 
of State for Health who introduced the Bill: 
 ‘ Parliament ’ s objective has always been to 
support scientifi c advances that benefi t patients 
and their families, through a clear legal, 
moral and ethical framework that provides 
proper controls and safeguards and refl ects 
the concerns that many people have about 
research involving stem cells and embryology. ’  

 The Key Provisions of the Act are as follows:   

 Ensuring that the creation and use of 
all human embryos outside the body  –  
whatever the process used in their 
creation  –  are subject to regulation. 

•
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guarantee letter, the Post Offi ce had affi rmed 
the agreement by continuing to perform its 
obligations under the agreement. The Post 
Offi ce refuted this citing the clause in the 
agreement which stated  ‘ In no event shall any 
delay  …  in enforcing (in whole or in part) 
any provision of this Agreement be or be 
deemed as a waiver thereof or  …  in any way 
prejudice any right ’ . The Post Offi ce argued 
that this clause meant that its right to 
terminate had not been waived. 

 The Court of Appeal had little diffi culty 
in fi nding that the actions of the Post Offi ce 
in continuing to perform its obligations for 
a period of 11 months, meant that it had 
affi rmed the Agreement. The Court of Appeal 
noted that the Post Offi ce knew about 
Tele2 ’ s breach and of its right to terminate 
but took no action in this regard. 

 The practical point to take away is that 
the so-called  ‘ no waiver clauses ’ , which have 
become standard in many agreements, may 
not be suffi cient of themselves to prevent 
a party ’ s right to terminate due to the other 
party ’ s breach of agreement being deemed to 
be waived over time. A party seeking to reserve 
its rights will be well advised to take prompt 
and positive action to seek to protect such 
rights. So on the facts of this case the Post 
Offi ce would have been well advised to provide 
written notifi cation to Tele 2, stating that the 
breach had occurred and that the Post Offi ce 
reserved its rights in respect of such breach.   

 Employees receive compensation 
in respect of a patent invented 
during their employment 
 On 11 February 2009, the High Court 
ordered  £ 1.5 million in compensation to be 
paid to two employees who had invented a 
patented product. This is the fi rst decision of 
its kind and is of relevance to any company 
with employees involved in creating inventions 
in respect of which patents are sought. 

 The case in point is James Duncan Kelly 
and Kowk Wai Chiu v GE Healthcare 
Limited [2009] EWHC 181, heard before 
the High Court in London. 

 In this case, Drs Kelly and Chiu were 
employed to work on the compound that 
formed the basis of the highly profi table 
patented radioactive imaging agent Myoview. 
The Court noted that the work of Drs Kelly 
and Chiu involved signifi cant thought and 
creativity. The sales of Myoview exceeded 
 £ 1.3 billion against development costs of 
 £ 2.4 million. The Court noted that the 
lowest fi gure it could take in respect of 
the benefi t to the employing company was 
 £ 50 million and in view of the benefi t to 
the employer due to the work of Drs Kelly 
and Chiu awarded them 2 per cent and 
1 per cent of this fi gure, respectively. It 
should be noted that this decision may 
be appealed. 

 The Patents Act 1977, pursuant to which 
this decision was decided, allows for an 
employee to receive compensation, where: 
(i) the employee made an invention, which 
was the subject of a patent; and (ii) the patent 
is of outstanding benefi t to the employer. 
In applying these legal provisions to the 
facts the court noted that:  

  Compensation is for actual inventors 
behind the inventive step identifi ed in 
the patent, rather than those who 
merely contribute to the claims. 
 Outstanding benefi t refers to something 
special and more than just substantial. 
Although the court offered no specifi c 
defi nition it was clear that this required 
something highly profi table and out of 
the ordinary. In assessing such benefi t the 
court will have regard to the company ’ s 
position without such patent and the 
remuneration the inventors received.   

 The practical point to takeaway is that 
this is a very limited exception to the rule 
that inventions made by an employee belong, 
along with all benefi ts arising therefrom, to 
the employer. Employers should, however, 
be alert to the possibility that the success for 
the employees in this case may encourage 
others to bring similar claims.    

•

•
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