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FROM THE ASIA PACIFIC REGIONAL FORUM CO-CHAIRS

From the Co-Chairs

S

ince the last newsletter in September
last year, much has happened. At
the IBA Annual Conference in
Dublin in October, the Asia Pacific
Regional Forum co-sponsored four working
sessions and hosted its highly popular annual
luncheon. Un-fatigued by Dublin, the Forum
then put on its own event in November –
the 3rd Asia Pacific Regional Conference,
in Kuala Lumpur, Malaysia. Themed
‘Southeast Asia and the global economy’,
the conference was closely co-ordinated with
the Malaysian Bar and brought together a
diverse selection of prominent speakers and
panellists to discuss and analyse the relevant
legal regimes and practices in the region. In
addition to the first day’s plenary session,
there were concurrent working sessions
throughout the conference, special bar
issues sessions, a full-day training course for
young lawyers, and a women’s networking
breakfast. The regional conference had
excellent content and was very well attended
due, not least, to Senior Vice-Chair Sunil
Abraham, who pulled out all the stops to
ensure that it was a resounding success.
As a result of the commendable efforts
of our Newsletter Editor, Caroline Berube,
you will find in this issue reports on the
sessions and events organised or coorganised by the Forum in Dublin and in
Kuala Lumpur. For those who were unable
to attend one or both conferences, these
reports serve to give you an idea of the very
interesting sessions that took place and
the themes of interest among practitioners
in the Asia Pacific. In addition, this issue
features articles on investment in Australian
agriculture, piracy, trademark and
convertible bonds in India, joint ventures
in Indonesia, intellectual property in
Vietnam. This issue also notes the honour
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bestowed on an IBA member for his work
in comparative law and features the new
members corner.
Members will also be delighted to note that,
in January this year, our then Senior Co-Chair
of the Forum, Jeff Blount, was elevated to the
LPD Council. Jeff’s appointment to the LPD
Council is, no doubt, a testament to his work
supporting former Chair, Kimitoshi Yabuki,
organising the 2nd Asia Pacific Regional
Conference in Tokyo 2010 and, of course as
senior Co-Chair of the Forum in 2011 and
2012, making the Forum’s activities at the IBA
Annual Conference in Dubai and Dublin –
and of course the 3rd Asia Pacific Regional
Conference – a great success. We wish Jeff well
and look forward to his continued support to
the Forum from the LPD Council. With Jeff’s
promotion, Lawrence Teh now joins Henry
Shyn as a Co-Chair of the Forum. We hope
to continue the work of the Forum in equal
strength and vigour. If you, as a member of
the Forum, have any ideas or comments on
what the Forum should do or how it can
better serve its members, please feel free to
contact either or both of us.
As we look toward the rest of the year,
you should know that the Forum plans to
co-organise at least three sessions at the IBA
Annual Conference in Boston. The Forum
also plans to be involved in the organisation
of a short joint conference with the Japan
Federation of Bar Associations later this year
to promote the IBA Annual Conference
in Tokyo in 2014. The Forum’s efforts in
this respect are led by Senior Vice-Chair
Harumichi Uchida. In newsletters and the
email medium later this year, the Forum will
update its members on these plans. In the
meantime, we would like to wish all readers of
the Forum’s newsletter a happy, healthy and
prosperous remainder of the year.
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The Asia Pacific Regional Forum is looking
for a volunteer to assist with the updating of
the website. Please contact Charlotte Evans
at charlotte.evans@int-bar.org if you are
interested in volunteering.
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Selected films and interviews from
IBA Global Insight
For in-depth analysis and expert opinion on topics ranging from the
global financial crisis to human rights; from climate justice to law firm
management, please visit tinyurl.com/dublinfilms

Muhammad Yunus
Muhammad Yunus was awarded the Nobel Peace Prize in 2006 having
successfully developed microfinance to address poverty in Bangladesh.
Starting with just $27 over 30 years ago, his Grameen Bank has grown
to become a multibillion enterprise lending almost exclusively to women.
At the IBA Annual Conference in Dublin, he spoke to James Lewis.

Read the interview in
IBA Global Insight
or watch the fulllength film:
tinyurl.com/dublinfilms

ACQUIRING AND FINANCING COMPLEX CAPITAL EQUIPMENT AND OTHER MOVEABLE PHYSICAL ASSETS

IBA Annual Conference, Dublin
30 September 2012 – 5 October 2012, Dublin

‘Buying’ big things – acquiring
and financing complex
capital equipment and other
moveable physical assets
Report on the joint session of the IBA Asia Pacific Regional
Forum and IBA International Sales Committee at the
IBA Annual Conference in Dublin
Tuesday 2 October 2012

Co-Chairs
Dalton Albrecht Miller Thomson, Toronto,
Ontario
Carlos Valls Iuris Valls Abogados, Barcelona,
Spain
Speakers
Caroline Berube HJM Asia Law,
Guangdong, China
Cynthia Fischer Schnader Harrison Segal &
Lewis, New York, NY
Rory Kirrane Mason Hayes & Curran,
Dublin, Ireland
James Kroger Caterpillar SARL, Geneva,
Switzerland
Walter Lion McLaughlin & Stern, New York, NY
Andreas McConnell Philip Lee Solicitors,
Dublin, Ireland
Barbara Helene Steindl Brauneis Klauser
Prändl Rechtsanwälte, Vienna, Austria
Kelly Vouvoussiras Thomas Cooper, Singapore
Gordon Warnke Linklaters, New York, NY

T

he acquisition of large capital
goods/equipment is a complex task
and may require an assembly of
components from different countries,
different supply chains and different legal
expertise. The management of risks, financing
arrangements, taking of security interests and

the subsequent enforcement of obligations and
cross-border warranties, as well as maintenance
and servicing, add to the complexity.
The first part of the session discussed the
acquisition of large capital equipment from
the perspective of a general counsel and from
a multinational corporation. The subject
experts then shared their knowledge on how
to deal with different methods of acquisition,
such as leasing versus financing versus
conditional sales, how to take security on the
equipment on a cross-border basis, as well as
the income tax/VAT/customs’ issues arising
from the different forms of acquisition.
The second part involved a discussion of
what happens when purchasing goes wrong.
The speakers discussed product liability
from a cross-border perspective, and the
advantages and disadvantages of arbitration
versus litigation in terms of enforcement. The
speakers also reviewed cross-border insolvency
issues, as well as the unique issues involved in
repossession or in rem control of large capital
equipment such as vessels, aircraft or plants.
The discussions were moderated by the
session Chair who asked a series of questions
based on the various topics covered, resulting
in a dynamic exchange in which the audience
participated by actively commenting on the
various aspects of acquisition.
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WHY ASIA INTO EUROPE AND EUROPE INTO ASIA?

Why Asia into Europe and
Europe into Asia?
Report on joint session of the IBA Asia Pacific Regional Forum
and the IBA European Regional Forum at the
IBA Annual Conference in Dublin
Wednesday 3 October 2012

Co-Chairs
Lawrence Teh Rodyk & Davidson, Singapore
Rory Williams Treasury Holdings, Ireland
Speakers
Richard Barrett Treasury Holdings
DingFa ‘David’ Liu Jun He Law Offices, PRC
Hyeong Gun Lee Lee and Koh, South Korea
Brett Heading McCullough Robertson,
Australia
Gautam Bhattacharyya Reed Smith, India

T

he morning session provided a forum
for educative discussion and exchange
of useful information on the
challenges faced by Asian businesses
expanding into Europe and European
business expanding into Asia.
The session began with Richard Barrett’s
solo presentation, titled ‘Doing the deal’
in which he answered the titular query.
Taking the People’s Republic of China
(PRC) as exemplar of an Asian country
attractive to foreign investment, a true
perspective was given to recent reports of
the country’s economic weakness, dips in
industrial output and rising inflation by
reference to key economic figures. These
showed the PRC’s growing momentum in
gross domestic product, retail sales, urban
and rural disposable incomes and foreign
direct investments. Investments in the PRC
by Fortune 500 European companies and
the shop expansion by European retailers
and luxury brands were noted, as were
changes in the PRC’s industry structure from
manufacturing (which accounted for 45 per
cent of total FDI in 2011 compared to 71
per cent in 2004) to real estate and retail
(together accounting for 30 per cent in 2011,
up from 11 per cent in 2004). Also noted was
the country’s rebalancing imperative to grow
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domestic consumption to offset difficulties
faced by the PRC’s export economy in the
current global economic weakness. With
a growing domestic market and new nonmanufacturing sectors in need of foreign
investments coming online, the PRC appeals
as an investment destination. However, the
necessity for European investors to enter
with a cautious, observant, willing-to-listen,
guanxi or relationship-building attitude was
emphasised. Investors were advised to set a
target and form the right relationships.
The session continued with a presentation
of results of a survey conducted on each
panellist’s country.
Sectors and businesses investing in Asia
In Australia, in 2011, primary products
comprised 69 per cent of the total goods
and services exports to East Asia (37 per
cent of minerals, 22 per cent fuels, eight per
cent food, two per cent other) and inbound
investments were directed at resources
and agricultural sectors. The panellist also
noted the increasingly sophisticated PRCdirected investments.
Most investments from South Korea
were directed at the technology and
consumer/retail sectors. India, however,
spread inward investments over diverse
sectors including pharmaceutical, financial
services, information technology and media.
India’s retail sector, which was expected to
be opened up for foreign investment, has
proved controversial.
Commonly-used transaction structures
Recent political discussion in Australia
has raised the possible introduction of
a ‘national interest‘ test which foreign
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investors will have to clear. In South Korea,
foreign investment transactions are usually
structured as a holding company, but this
will depend on the acquirer’s business and
the jurisdiction in which the investment
is made. Although Dutch intermediaries
are commonly used, some investors prefer
Belgian, British or Luxembourg.
The preferred structures in the PRC range
from joint ventures and Wholly Foreign
Owned Enterprises (both of which are limited
liability, corporate income tax liable entities)
and partnerships (which act as pass-through
entities attracting no corporate income tax).
Partnerships are usually the chosen vehicle
for Renminbi-denominated investment funds
and consulting companies. The commonly
used structure is an offshore company (either
British Virgin, Cayman or Dutch) wholly
owning an intermediate holding company
based in Hong Kong or Singapore which, in
turn, wholly owns the operating company
in the PRC which pays dividends, royalties
and interest to the Hong Kong/Singapore
intermediary. Foreign investors in India also
route transactions through Singapore, as well
as through Mauritius and Cyprus.
Impact of the economic crisis on foreign
investment
Australia directed six per cent of outwards
foreign direct investment (FDI) to Asia while
in turn receiving 19 per cent of inwards
investment from ten of Australia’s Asian
trading partners. Prevailing global economic
conditions have resulted in a greater outward
from investments for South Korea. Although
the smaller quantum of inbound FDI has
increased in the first half of 2012, European
investment has decreased 30 per cent
compared with the same period in 2011. FDI
activity in India has turned more cautious,
with longer timelines and more scrutiny in
those deals funded with debt. India may still
subject foreign investment to compliance with
regulatory requirements (although much less
of late) as well as competition laws.
Political and economic risks
Australia considers its economic risks to
investment to be low, as reflected in the
purchase and holding of Australian dollars
by 23 central banks. The Reserve Bank of
Australia has suggested that non-resident
purchases of Commonwealth Government
securities have supported the Australian

dollar. However, risk does lie in rising costs,
particularly in the mining industry; iron ore
projects are 30 per cent more expensive than
the global average while thermal coal is 66
per cent more expensive.
South Korea sees outward investments
in Europe as posing fewer political and
economic risks when compared to other
jurisdictions. To further reduce risks, all
aspects of due diligence are heightened,
greater contractual provisions are sought
and, where enforceability of judgment in the
target’s home jurisdiction is in doubt, assets
held in other jurisdiction are considered.
For inbound investments, few foreign
investors desire onshore joint ventures in
the PRC, fearing lack of control of the joint
venture company, loss of valuable technology
and inflexible onshore mechanisms for
regulating shareholder relationships.
Outbound investments have to obtain
approvals from the Ministry of Commerce
and the State Administration for Foreign
Exchange and must comply with the foreign
tax credit regime.
Important legal and regulatory
requirements, approvals and issues
Australia’s Foreign Investment Review Board
(FIRB) requires notification of certain
acquisitions depending on the investment
amount, the target asset or company and the
nature of the foreign investor. The FIRB must
be notified if the acquirer is a state-owned
enterprise, or the foreign investor acquires
more than 15 per cent of an Australian
enterprise with assets worth more then
AU$244m. The Australian Competition and
Consumer Commission, which administers
the Competition and Consumers Act 2010,
will assess whether mergers will substantially
lessen competition in the local market.
South Korea and India both have
regulations covering foreign exchange and
foreign investment and certain mergers are
also subject to competition approval.
Merger control filing is required in the PRC
if thresholds in relation to aggregate global
turnover and aggregate China turnover in
the previous fiscal year are exceeded and if
two or more of the business operators each
exceed US$60m turnover in mainland China.
The Ministry of Commerce issued regulation
on August 2011 requiring review of mergers
with, or acquisitions of, PRC companies
and deals threatening, or transactions
negatively affecting, national security will be
ASIA PACIFIC REGIONAL FORUM NEWS
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terminated. Additionally, where an investor
sells an offshore company which directly or
indirectly holds an interest in a PRC entity,
the seller will be required to file with the PRC
tax authorities certain information about
the transfer (Circular on Strengthening the
Administration on Collection of Enterprise
Income Tax – also known as ‘Circular 698’).
This has a large impact on commonly used
offshore holding structures sited in low tax
jurisdictions, as any offshore entity created
to reduce, exempt or defer taxes may be
disregarded by the PRC tax authorities.
Planning ahead for investment disputes
In Australia, a comprehensive due diligence
and transaction document process is
recommended to expose any potential issues
and assist in managing these issues into the
future. The chances of success are further
improved by frequent and effective dialogue
between the seller and buyer.
Similarly, for South Korea, it is
recommended that the contract avoids
generalities and instead provides details on

resolution techniques to deal with potential
disputes, for example, providing for put
and call options and for binding third party
assessment/valuation, mediation, arbitration.
Investors in India can turn to bilateral
investment treaty remedies but they
are advised to avoid litigation given the
overstretched court system, multiple
adjournments and other delays. Arbitration is
the preferred dispute resolution mechanism.
Conclusion
The joint session by the IBA Asia Pacific
Regional Forum and IBA European
Regional Forum concluded with discussions
on the cultural aspects in each investment
destination that a foreign investor ought
to be aware of, as well as how lawyers add
value for clients in cross-border deals. The
information produced at this joint session
highlighted both the general similarities
in inward deals in the major foreign
investment Asian destinations, as well as the
specific differences in some jurisdictions,
particularly the PRC.

OFFICIAL CORPORATE
SUPPORTERS

T

he energetic and prosperous city of Boston is renowned for its cultural facilities, world-class educational establishments, and
its place at the forefront of American history. As New England’s social and commercial hub, home to a number of major
national and international businesses, and one of the oldest operational sea ports in the western hemisphere, Boston is a
fitting and inspiring setting for the International Bar Association’s 2013 Annual Conference.
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continuing professional development

To register your interest, please contact: International Bar Association
4th Floor, 10 St Bride Street, London EC4A 4AD, United Kingdom Tel: +44 (0)20 7842 0090

Fax: +44 (0)20 7842 0091
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THE DOS AND DON’TS OF TRIAL WORK – AN ASIAN, EUROPEAN AND NORTH AMERICAN PERSPECTIVE

Rouven F
Bodenheimer
LLS Lungerich Lenz
Schuhmacher, Cologne
bodenheimer@lls-law.
de

The dos and don’ts of trial
work – an Asian, European and
North American perspective
Report on joint session of the IBA Asia Pacific Regional
Forum, IBA Forum for Barristers and Advocates, IBA Judges’
Forum and the IBA Young Lawyers Committee
Thursday 4 October 2012
Co-Chairs
Sunil Abraham (Senior Vice-Chair, Asia Pacific
Regional Forum), Zul Rafique & Partners, Kuala
Lumpur
Rouven F Bodenheimer (Chair, Young
Lawyers’ Committee), LLS Lungerich Lenz
Schuhmacher, Cologne
Speakers
Forum for Barristers and Advocates
The Judges’ Forum (who also co-sponsored the
session)
Harpreet Singh Nehal, Drew & Napier,
Singapore
Samuel Robinson Heenan Blaikie, Toronto
Vikram Nankani Economics Law Practice,
Mumbai
Niamh Hyland The Law Library, Dublin
James Boykin Hughes Hubbard & Reed,
Washington DC
Niuscha Bassiri Hanotiau & Van den Berg,
Brussels

T

he session format itself was
predominantly one of audience
interaction, with lively discussion
between the panellists and the many
delegates for whom the subject was clearly of
great interest and who also openly provided
their comments and feedback from the floor.

To kick the session off, the speakers each
provided an outline of the key features of trial
work in their jurisdiction, in order for the
audience to have a clear overview of the main
differences, benefits and disadvantages of
each. This then led to a debate on the merits
of each system and the cultural differences
which invariably also impact trial proceedings
in various regions across the world.
The main focus of the session was,
however, on the practical aspects of trial
work, in particular on witness preparation,
presentation of evidence and facts, various
forms of cross-examination of witnesses and
the methods used to present one’s case to a
judge, jury or both.
The issue of the rule of law was inevitably
raised, there being several well-publicised
discrepancies between the different
jurisdictions. The same goes for the key
differences between civil and common law
and how training for trial work varies in
accordance with these disparities.
Overall, the session was extremely wellreceived with numerous positive comments
on both its relevance and audienceparticipatory format being given to the
session organisers and their respective
committee leadership.
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CROSS-BORDER MERGERS, ACQUISITIONS AND INVESTMENTS IN ASIA

Reports from the 3rd Asia
Pacific Regional Forum
Conference, Kuala Lumpur
25–27 November 2012

Cross-border mergers,
acquisitions and investments in
Asia: trends and opportunities
in Southeast Asia
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Monday 26 November 2012

Co-Chairs
Jeffrey Blount Fulbright & Jaworski,
Hong Kong; Co-Chair, IBA Asia Pacific
Regional Forum
Harumichi Uchida Senior Vice-Chair, IBA
Asia Pacific Regional Forum
Speakers
Abhijit Joshi AZB & Partners, Mumbai
Vijey M Krishnan Raja, Darryl & Loh,
Kuala Lumpur
Hongli Ma Jun He Law Offices, Beijing
Kenichi Masuda Anderson Mori &
Tomotsune, Tokyo
Dang The Duc Indochine Counsel, Ho Chi
Minh City

T

he session was conducted interactively
between the panellists, and the
panellists and the audience.
Co-moderators prepared discussion
topics relating to foreign investment
regulations; governance and transaction
structure; and important considerations,
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risks, and recent development. There was
lively discussion triggered by questions
and comments from the audience. Issues
surrounding foreign investment regulation
were the primary focus of the discussion.
The panellists made brief presentations
about the restrictions and regulation of
foreign investments and acquisition in their
respective jurisdictions, explained important
recent developments and described interesting
recent cases. Questions and comments from
the audience were coordinated by a moderator
and addressed by the relevant panel member.
Reflecting the concerns and interests of the
audience, most of the questions related to
regulations in China, India and Vietnam and
practical issues in those countries.
The session provided information
and practical guidance to the audience
on acquisitions and investment in Asian
countries. According to the feedback from
the attendees, the interactive format, practical
presentations and responses by the panellists
were highly appreciated.
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Arbitration moves to the
Asia Pacific
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Monday 26 November 2012

Co-Chairs
Najendra Navaratnam Azman Davidson &
Co, Kuala Lumpur, Malaysia
Lawrence Teh Rodyk & Davidson, Singapore,
Senior Vice-Chair, IBA Asia Pacific Regional
Forum
Speakers
Golnar Assari Alstom Holdings, France
Rouven F Bodenheimer Lungerich Lenz
Schuhmacher, Germany
Nakul Dewan Allen & Gledhill Counsel, India
Husseyn Umar ABNR, Indonesia
Andrew Chan Marubeni International
Petroleum(S) Pte Ltd, Singapore
Sean Lim Lee & Ko, South Korea

T

he panellists addressed the questions
on; risk management in cross-border
contracts in respect of choice of
law, choice of forum and ease of
enforcement; relevance of arbitration to
cross-border transactions and investment; and
their preferred choices of seat and arbitral
institution for arbitration clauses in these
transactions, if arbitration is selected.
Unsurprisingly, all the panellists chose a
law and forum with which they are familiar
or customary for their industry. Among the
reasons cited by the panellists for arbitration’s
relevance to cross-border transactions and
investments, the common factor for all
the panellists was the ease of world-wide

enforceability. As for the seat, most of the
panel preferred Europe, Singapore and
Hong Kong and well known institutions
such as the International Chamber of
Commerce (ICC), the London Court of
International Arbitration (LCIA), the Hong
Kong International Arbitration Centre
(HKIAC) and the Singapore International
Arbitration Centre (SIAC) but noted that the
choice depends on the parties’ negotiating
strength and a tactical preference against
local arbitration centres at the counterparty’s
country of origin.
The panellists concluded with discussions
on discernible trends, noting growth in
Asia and with increasing SIAC, HKIAC
or China International Economic and
Trade Arbitration Commission (CIETAC)
clauses in contracts. Parties choosing ICC
arbitrations will still favour London, Paris
or Geneva. However, some panellists also
expressed a pro-Singapore choice, based
on its arbitration friendly environment, the
effectiveness of SIAC, and its perception as a
‘compromise’ from a European perspective
when dealing with Asian parties. The speaker
from South Korea expected an increase in
Seoul becoming a venue with the opening of
the Seoul International Dispute Resolution
Centre and improvements to the Arbitration
Act to incorporate UNCITRAL Model Law
2006 amendments and trends from France
and Singapore.
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THE LIBERALISATION OF LEGAL SERVICES FREEING THE LEGAL LANDSCAPE: IS SOUTHEAST ASIA READY?

Round-table discussion –
The liberalisation of legal
services freeing the legal
landscape: is Southeast Asia
ready?
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Monday 26 November 2012
Co-Chairs
Chung Hwan Choi Partner, Lee & Ko,
Seoul, (Council Member of the Legal Practice
Division of the International Bar Association)
Peter Charlton Regional Managing Partner,
Asia Pacific, Clifford Chance
Speakers
Steven Chong the Attorney General of
Singapore
Chung Hwan Choi Partner, Lee & Ko,
Seoul (Council Member of the Legal Practice
Division of the International Bar Association)
Peter Charlton Regional Managing Partner,
Asia Pacific, Clifford Chance

M

r Choi opened the session by
welcoming Mr Chong and
introducing the panellists to
the audience. He talked briefly
about the experience in South Korea which
is just commencing some liberalisation of
its legal market by permitting foreign law
firms to establish offices in Korea to practice
foreign law. Mr Choi then handed over to
Mr Chong for his keynote speech in which
he described Singapore’s experience of
liberalisation of legal services.
Mr Chong spoke about the approach to
liberalisation taken in Singapore. He said that
Singapore regarded a fully liberalised market
for legal services as both inevitable and
essential for the success of Singapore as an
international centre. Liberalisation had been
a gradual process over a number of years.
He spoke about the various stages, starting
with permitting foreign firms to establish
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offices in Singapore to practice foreign law;
the subsequent regulatory changes which
permitted the establishment of joint ventures
between foreign firms and local Singapore
firms; the current regulatory position
which continues to permit joint ventures
and associations between foreign firms and
local Singapore firms but also the grant of
qualified licences to selected foreign law firms
which allows them to practice Singapore law
with some limited exceptions. Mr Chong
mentioned the areas of liberalisation in
Singapore which he felt had been particularly
successful, as well as areas which had gone less
well.
At the end of his address, Mr Charlton
thanked Mr Chong for his remarks and made
some observations from the perspective of an
international law firm. The panellists then
also described the current position regarding
liberalisation in his or her country, the
approach that has been taken in that country
and likely developments in the future.
There followed a lively session of questions
from the audience, moderated by Mr
Charlton. There was particular interest in the
recent developments in Malaysia which Mr
Leong had spoken about. The session then
concluded.
The session provided a useful overview
of the different approaches taken to
liberalisation of legal services and the
different stages of development reached in
the main Southeast Asia jurisdictions. The
participation of the Attorney General of
Singapore, Mr Chong and all the panellists
was highly appreciated.
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Clifford Chance, Hong
Kong
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IP LANDMINES IN SOCIAL MEDIA, ELECTRONIC MEDIA AND MOBILE GAMES

Chew Kherk Ying
Wong & Partners,
Kuala Lumpur
kherk.ying.chew@
wongpartners.com

IP landmines in social media,
electronic media and mobile
games
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Monday 26 November 2012
Co-Chairs
Chew Kherk Ying Wong & Partners, Kuala
Lumpur
Irfan Lateef Knobbe Martens, Irvine,
California
Speakers
Cindy Goh Cheang & Ariff, Kuala Lumpur
Lionel Tan Rajah & Tann, Singapore
Hoh Hon Piao Astro Malaysia, Kuala
Lumpur

T

he Co-Chair, Chew Kherk Ying,
kicked-off the discussion with a
presentation on the various social
media platforms and how social media
has now been used by corporations in the
course of their business, including marketing
and promoting their products and services.
The presentation covered examples where
social media had contributed positively to
a business and also some negative effects of
social media.
Hoh Hon Piao of Astro shared with the
audience the various social media platforms

used by Astro, such as Facebook and
YouTube. The presentation was interesting
and gave the audience an insight into how a
local company had utilised social media in its
business activities.
Following the presentation, Lionel Tan
of Rajah Tann gave a round up on legal
issues arising from social media, electronic
media and mobile. Lionel Tan led an in
depth discussion on legal issues arising
from use of social media, including issues
pertaining to intellectual property rights
and defamation laws.
The presentation was concluded by comoderator, Cindy Goh of Cheang & Ariff,
who spoke on the impact of international
and Malaysian legislation which imposed
obligations on internet users. Ms Goh also
considered and discussed the impact of
Section 114A of the Malaysia Evidence Act on
internet users in Malaysia.
The presentations and discussion generated
questions from the audience, which were
ably responded to by the Co-Chairs and CoModerators.
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WOMEN LAWYERS’ BREAKFAST

Women Lawyers’ Breakfast
Report from the Women Lawyers’ Breakfast, hosted in
conjunction with the IBA 3rd Asia Pacific Regional Forum
Conference, Kuala Lumpur
Tuesday 27 November 2012

Ameera Ashraf
Wong Partnership,
Singapore
ameera.ashraf@
wongpartnership.com

Caroline Berube
HJM Asia Law,
Guangdong, China
cberube@hjmasialaw.
com

Chair
Sylvia Khatcherian IBA Legal Practice
Division Chair
Guest of Honour and Speaker
Dato’ Seri Dr Ng Yen Yen Minister of
Tourism of Malaysia

T

he Women Lawyers’ Breakfast is part
of an ongoing initiative of the IBA
in Asia to bring women members
of the IBA together to discuss a
range of opportunities and challenges that
impact professional women in the region.
This initiative also focuses on creating
opportunities to encourage a greater number
of women to become more active in IBA
activities, emphasising the professional and
personal benefits derived from staying active
in the IBA.
Sylvia Khatcherian, IBA Legal Practice
Division Chair, welcomed and introduced the
guest of honour and keynote speaker at the
breakfast, Dato’ Seri Dr Ng Yen Yen, Minister
of Tourism of Malaysia, the sole woman
cabinet member in the current Malaysian
cabinet.
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Dato’ Seri Dr Ng Yen Yen, shared her
experiences as a Minister, a doctor, a wife and
a mother. In a lively speech, she discussed
the issues she faced balancing all these roles
and her focus and priorities in each of them.
She first gave us a glimpse into her family life,
raising three sons, and described the support
she received from her family. She then
discussed her career as a doctor, where she
was particularly concerned about the plight of
abused children.
The Minister went on to relate her efforts
to increase tourism in Malaysia, including
coming up with home stay programmes to
encourage tourists to visit secondary villages
and cities. She also implemented a ‘plant a
tree’ programme to help the environment
and to encourage those who planted the trees
to visit them years later, encouraging return
visits by tourists.
The session ended with time for a questions
and answer segment. The feedback from the
participants was very positive, and the Forum
looks forward to organising further events for
women lawyers at future conferences.
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Caroline Berube
HJM Asia Law,
Guangdong, China
cberube@hjmasialaw.
com

Investment strategies of
Asian state owned enterprises
and multinationals –
challenges and pitfalls when
implementing investment
decisions
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Tuesday 27 November 2012
Co-Chairs
Caroline Berube HJM Asia Law,
Guangdong, China
Ken Cheung Berwin Leighton Paisner,
Singapore
Speakers
Sheela Awat General Counsel of Element
14, Singapore
Abhijit Mukhopadhyay President (Legal) of
Hinduja Group, London
Jasbender Kaur Senior Vice President –
Legal & Compliance of Manulife, Malaysia

T

his session was presented in a roundtable format with CEOs/investment
strategists and in-house counsel of
Asian state owned enterprises and
multinationals.

The speakers presented their experiences
and views in relation to how they formulate
their investment strategies as well as how
they may manage transactions, political and
investment risks in the context of regulatory,
compliance, cultural, corruption and other
issues.
It was a highly informative round-table
session for attendees, who interacted with the
panel of speakers frequently and shared their
experiences of how they chose an investment
destination for different projects when there
were alternatives and how they may have dealt
with risk and other issues they have come
across in their own organisations.
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HOW TO SURVIVE IN THE ASIA-PACIFIC CENTURY – A GUIDE TO ETHICS AND ACROSS-BORDER TRANSACTIONS

How to survive in the AsiaPacific century – a guide to
ethics and across-border
transactions for lawyers
IBA 3rd Asia Pacific Regional Forum Conference, Kuala Lumpur:
Southeast Asia and the Global Economy – Legal Developments
Tuesday 27 November 2012
Chair
John Corcoran Co-Chair IBA Professional
Ethics Committee; Russell Kennedy,
Melbourne
Speakers
Paul Monaghan Senior Ethics Solicitor, Law
Society of New South Wales, Sydney
Steven Richman Duane Morris, New York
(Mr Monaghan and Mr Richman are the
incoming Co-Chairs of the IBA Professional
Ethics Committee)

T

he session was conducted interactively
amongst the speakers, attendees
and the Chair of the session and
commenced with John Corcoran
providing an overview of the Professional
Ethics Committee and its role within the
IBA. Mention was made of a number of
projects currently being undertaken by the
Professional Ethics Committee, including
assisting the Russian Bar on drafting its new
code of ethics and its recent role in drafting
the IBA International Principles on Conduct
for the Legal Profession. It was explained
that the aim of the Committee is to promote
and foster the ideals for the legal profession
throughout the world.
Mr Monaghan gave some background
principles in relation to ethics and crossborder transactions, drawing on his
experiences in Australia and principles
established by the IBA.
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Mr Richman then introduced a case study
involving entities and lawyers from Australia,
Korea, Malaysia and North America. In the
ensuing discussion, based on the case study,
the panellists and audience discussed the
following issues:
• whose law of conflicts applies? Choice of
law analysis; procedure versus substance;
• is there a conflict? Can they be waived?
Curable through isolation of attorney?
• if there were pre-conflict waivers in
the engagement agreement, are they
enforceable?
• business or commercial conflicts; as
opposed to strict legal conflicts;
• what results under IBA guidelines?
• developments in particular jurisdictions of
interest;
• how is conflict resolved – court, arbitrators,
regulatory authorities, criminal sanctions?
This session was based on a similar session
that the Professional Ethics Committee ran
at the Latin American Regional Forum in
Bogota earlier in the year and the feedback
from both sessions has indicated that the
interactive format, the case study approach
and the responses from the panellists were
highly appreciated.
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THE FUNDAMENTALS OF INTERNATIONAL LEGAL BUSINESS PRACTICE

Caroline Berube
HJM Asia Law & Co.
Guangdong, China
cberube@hjmasialaw.
com

The fundamentals of
international legal business
practice
Report from the one-day training course on the fundamentals
of international legal business practice at the 3rd IBA Asia
Pacific Regional Forum Conference, Kuala Lumpur
Wednesday 28 November 2012

T

he training course consisted of
a series of sessions designed to
encompass the international
legal business practice, including:
mergers and acquisition, due diligence
and transaction structuring, international
arbitration and an overview of building
a successful and satisfying legal career.
The programme was the product of
collaboration between the IBA and the
Malaysian Bar.
Mergers and acquisitions session
The morning session, presented by Jeffrey
Blount (Fulbright & Jaworski, Hong Kong),
Samuel Hong (Kadir Andri & Partners,
Malaysia) and Thomas Hufnagel (Luther,
Singapore), covered a broad range of issues
related to M&A. The speakers followed
the lifecycle of a cross-border transaction,
addressed the preparation and negation
of principal transaction documentation,
various legal and regulatory considerations,
as well as import terms of acquisition
documentation. Finally, the session ended
with a discussion of various cultural and
practical considerations relevant to crossborder acquisitions and how to effectively
handle these matters as lawyers.
Due diligence and transaction
structuring in cross-border transactions
in Southeast Asia
The next session was presented by Caroline
Berube (HJM Asia Law, China) and
Ng Swee Kee (Shearn Delamore & Co,
Malaysia) and comprised a round-table

discussion regarding due diligence and
transaction structuring in cross-border
transactions in Southeast Asia.
Many aspects of due diligence were
addressed, including the difference in
focus of due diligence exercises depending
on the nature of a transaction, such
as M&A, initial public offer (IPO) or
greenfield projects and the challenges,
pitfalls, regulatory/compliance and
investment requirements in different
countries in Asia.
During the presentation, the speakers
highlighted how data and information from
a due diligence may be used to structure
a transaction or investment to minimise
investment risks.
Lunch and round-table
A lively round-table discussion took place
during lunch to address common issues
among young lawyers around the world.
Young lawyers shared their experiences in
their firms and companies over the past
couple of years, during the global financial
crisis and its impact on the Asia Pacific
Region.
The A to Z of international arbitration
– a quick guide
Topics changed gears in the afternoon
with a discussion of how international
arbitration differs from domestic
arbitration. Presented by Rouven
Bodenheimer (Lungerich Lenz Shumacher,
Germany), Tan Sri Dato’ Cecil Abraham
(Zul Rafique & Partners, Malaysia)
and Lawrence Teh (Rodyk & Davidson,
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Singapore), the session was a focused
discussion among the speakers regarding
the dynamic between arbitration and court
proceedings and the differences in judicial
approaches in various jurisdictions. The
session ended with a conversation on the
sensitive topic of how to break into the
‘arbitration mafia’.
Building a successful and satisfying legal
career
The day came to a close with an interactive
discussion about how young lawyers can
build a successful legal career in the
current environment. The speakers, Lim
Chee Wee (President of the Malaysian
Bar) and Wong Meng Meng SC (Wong
Partnership, Singapore), shared their views
on how the field of law is changing, new
developments in jurisdictions and areas of

opportunity. They also provided practical
perspectives on various goals a young
lawyer should strive to achieve as part of
building a successful legal career. The
discussion pertained to a young lawyer’s
knowledge of the law, team building,
networking, time management and how to
gear oneself towards partnership.
The event was a great success, with over
140 young lawyer trainees in attendance.
Substantive legal issues discussed in the
morning sessions related to corporate
law, arbitration, due diligence with a
focus on China, Hong Kong, Malaysia,
Singapore and other Asian jurisdictions.
The afternoon sessions were marked by a
lively question and answer session where
various topics relevant to young lawyers
were raised, such as private practice
requirements, work life balance, and
partners’ expectations from young lawyers.

Combating piracy

T

he International Maritime Bureau
reports 278 acts of piracy in the
year 2012, as at 3 December. While
the incidence of Somali piracy has
reduced, disproportionate increases have
been recorded in other parts of the world,
such as Nigeria, the Gulf of Guinea and
Southeast Asia.
There appears to be a general typology
for piracy operations off Somalia and
the Horn of Africa. A vessel is seized, the
owner is contacted and a ransom payment
is negotiated, sometimes by third party
intermediaries. The insurance company
of the hijacked vessel then arranges for a
cash payment. The cash is obtained from a
financial institution, packaged for delivery
and delivered to the pirates.
Attacks in Nigeria and the Gulf of Guinea
are usually violent. Vessels associated
with the offshore oil and gas industry
are frequently attacked in coastal waters.
Heavily-armed pirates attack ships and
kidnap crew members and other personnel
for ransom and often there is loss of life.
The ships are robbed of their cargo but are
not usually hijacked.
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Most attacks in Southeast Asia are on
vessels at anchor, in port or entering
or leaving harbour, in straits used for
international navigation such as the
Malacca Strait or in maritime zones within
territorial limits such as the archipelagic
waters of Indonesia. Usually, the vessels
are robbed of their cargo and the crew is
released unharmed.
International anti-piracy regime
A host of international laws have been
formulated to tackle the problem. The
UN Convention on the Law of the Sea
(UNCLOS) has established the legal
definition of piracy in international law.
UNCLOS does not, however, provide for
investigatory or prosecutorial procedures,
or guidelines for international co-operation.
It accords universal jurisdiction for piracy;
any state is authorised to prosecute the
crime of piracy committed on the high seas.
The Convention for the Suppression of
Unlawful Acts against the Safety of Maritime
Navigation, 1988 (‘SUA Convention’)
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obliges contracting governments to either
extradite or prosecute alleged offenders.
The 1979 International Convention
against the Taking of Hostages requires
contracting states to criminalise the taking
of hostages. The United Nations Office on
Drugs and Crime has published model laws
on mutual assistance in criminal matters,
witness protection, extradition and moneylaundering and financing of terrorism that
focus on the substantive obligations arising
from international conventions. Model
legislation helps domestic legal systems to
reform their substantive law and to prosecute
in a manner consistent with international
law. UNCLOS and the SUA Convention
require the state to take steps pursuant to
domestic law and, therefore, for effective
implementation, a state must enact the
required national legislation.
The extensive framework of international
laws creates uncertainty as to how a nation
will respond to an act of piracy, depending
on which convention it chooses to apply. A
nation that captures pirates may elect to let
them go, take them home for prosecution in
domestic courts, or extradite them to another
country for prosecution. On the other
hand, failure to ratify and implement the
conventions may well leave a nation without
any legal redress against an act of piracy.
Case study – ‘Asta’
Not all the countries in the Association
of Southeast Asian Nations (ASEAN)
have ratified and implemented the SUA
Convention. This posed a problem when
the tugboat Asta was hijacked on 5 February
2010. The Asta was flying a Singaporean flag
while towing an empty barge en-route from
Singapore to Cambodia. It was hijacked by
seven Indonesians in the territorial waters
of Malaysia. Eleven of the 12 crew members
were set adrift in a life raft on 10 February
and were rescued by the Malaysian navy on
17 February. The barge too was set adrift
and was recovered in Malaysian waters on
17 February. The hijackers repainted and
renamed the vessel to conceal its identity.
On 26 February, the hijacked tugboat was
found by the Philippine coast guard on a
beach in the southern Philippines with one
person, a Filipino aboard at the time. The
seven Indonesian pirates were arrested by
the Philippines police and charged with
immigration offences. The Philippines could
not charge them with an SUA Convention

offence because it had not enacted
domestic legislation implementing the SUA
Convention, even though it had ratified the
convention in 2004. If it had enacted the
requisite domestic legislation, the Philippines
would have been able to either, prosecute the
offenders for the SUA Convention offence of
hijacking of a ship, or to extradite them to
the flag state of Singapore, to the state in
whose territorial waters the act took place
– Malaysia – or to the state of nationality of
the offenders – Indonesia.
Criminalisation
Universal jurisdiction does not apply when
crimes are committed in territorial waters.
It does not allow state authorities to pursue
pirates to their sanctuaries within territorial
limits or on land. A state must criminalise
the offence of piracy if it is to prosecute the
offence domestically.
Hundreds of Somali pirates are reportedly
incarcerated in other countries, awaiting
trial. Many of these countries have not
yet criminalised piracy and the pirates are
charged with general crimes such as armed
robbery and attempt to murder. Often,
they are quietly released on the high seas
to reduce congestion in local jails and the
burden on the legal system.
UNCLOS does not recognise attacks of
the type preferred in Southeast Asia (where
vessels are merely robbed of their cargo)
as acts of piracy, as there is no violence or
detention and the International Maritime
Organisation (IMO) considers them acts of
armed robbery against ships. International
laws do not apply to these attacks as they
take place within the territory of the coastal
state. It is imperative that nations in the
Asia-Pacific region criminalise piracy in
domestic legislation so that the pirates can
be prosecuted.
Piracy for ransom is a multi-jurisdictional
challenge. In a given incident, the vesselowners, the crew operating the vessel,
the insurance companies and the pirates
themselves are likely to be from different
parts of the world. This makes it difficult
to formulate a comprehensive plan to
tackle the problem. Matters are further
complicated by the fact that ransom
payments can be collected and consolidated
almost anywhere. Cash payments may be
spent, converted into financial instruments
or used to purchase real property in far-flung
corners of the globe.
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The Financial Action Task Force has
examined the available data relating to
money flows connected with organised
piracy for ransom. It is estimated that of the
US$238m in ransom money reportedly paid
to Somali pirates in 2010, at least US$95m
was pumped into the international financial
system. This has exposed the financial system
to the risks and vulnerabilities associated
with money-laundering. There is a need to
detect, investigate and prosecute this kind
of money-laundering so that the ring-leaders
and financiers of acts of piracy are held
accountable. States must criminalise moneylaundering and empower and enjoin their
law enforcement agencies to co-operate with
each other to track down the financiers and
ultimate beneficiaries of acts of piracy for
ransom. The shipping companies, insurance
underwriters, law enforcement, financial
intelligence units and investigators must cooperate and share information to follow the
financial trail if the pirate kingpins are to be
identified and successfully prosecuted.

ship that was hijacked by Somali pirates. Since
the crew of the ship included two Germans, the
pirates were extradited to Germany for trial.
A regional court in Hamburg commenced
a highly publicised trial of the pirates in
November 2010. A battery of lawyers, expert
witnesses and Somali language interpreters
worked to extract information from the
defendants regarding the individuals who
oversee this form of organised crime. While
the cost of the trial was reportedly €35,000 for
each day that the court was in session, no useful
information was elicited over 100 days of
court time. The pirates had trouble providing
answers to the simplest of questions posed to
them, replying that they were born ‘under a
tree’ or ‘during the rainy season’ when asked
about the date and place of their birth. It is
clear that the defendants are impoverished
and illiterate foot soldiers from the skiffs as
opposed to the kingpins who finance, arm
and run the pirate network. The foot soldiers
are not privy to information of any value
regarding the networks.

Jurisdictional issues

Lessons from Somalia

Efforts to bring pirates to justice in domestic
courts have foundered due to various legal
and practical challenges. Not all countries
mete out the same punishment. Singapore
and the Republic of Korea, among others,
have imposed the death penalty. Countries
that impose less severe sentences are reluctant
to extradite pirates to these countries for trial.
Other factors that affect domestic trials are
a lack of clarity with respect to the steps that
capturing ships must take so as not to breach
the pirates’ human rights and difficulties
in preserving and transporting evidence.
Countries such as Denmark have sought to
address some of these problems by issuing
guidelines to naval vessels on collection
of evidence and communication between
authorities in order to support a prosecution
for piracy. Bringing the perpetrators to book
requires information of evidentiary value to
the judicial system of the prosecuting country
and, more often than not, the available
information does not pass muster and the
offenders escape scot free.

The recent reduction in the incidence of Somali
piracy has been on account of the concerted
effort of the international navies that patrol the
seas and the increased use of armed security
personnel aboard ships transiting through the
region. This has brought down the success rate
of pirate attacks. However, piracy cannot be
eradicated solely by a maritime-focused effort.
The socio-economic reality is that the average
Somali has an annual income of US$200. With
few other sources of income, piracy has become
embedded in Somali society to the point that
it is a significant driver of local economies.
Since there is little chance of those engaged in
piracy being caught and punished, there is no
effective deterrent. Government institutions,
law enforcement and judicial structures
are fragmented or non-existent. It is almost
impossible to track the movement of ransom
payments in Somalia and, when detected, to
successfully prosecute cases of piracy. The
UN and the international community have
done much to rebuild the collapsed Somali
governance infrastructure. Efforts to build
capacity include setting up and training a
domestic police force, building court rooms and
prisons, training and equipping prosecutors
and the judiciary and providing legal resources.
It is hoped that Somali pirates will eventually
be successfully prosecuted and serve their
sentences in Somalia.

Trial
Overseeing a prosecution can be costly and
logistically challenging and this has contributed
to a general reluctance to prosecute. In 2010,
the EU’s Atalanta anti-piracy force stormed a
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Conclusion
There is no single solution to the problem
of maritime piracy. To effectively combat
piracy, the involvement and cooperation of
multiple factors is required across multiple
fronts. Capacity-building at the domestic level
must be undertaken and value must be added
to local economies. There must be regional
coordination between navies of neighbouring
coastal states so that the surrounding waters
are effectively patrolled and there is a strong
regional response. Increasing the number
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of pirate prosecutions is a key component
of counter-piracy efforts. A future strategy
should include providing support to the
states that have criminalised piracy and
that demonstrate a willingness to prosecute
pirates. International and domestic anti
money-laundering laws must be strengthened
and law enforcement agencies must cooperate
to track down the ring-leaders of piracy
through financial networks. Multilateral
cooperation is the only way forward in the
fight against piracy.

Recognition of international
exhaustion of rights in
trademark

T

he first sale doctrine enables reselling
of products after the trademark
holder places the products on the
market for sale. The doctrine gives
rise to the exhaustion of rights in goods with
trademark after the first sale of the product.
Consequently, the purchaser has rights to
resell the product and same would not be
treated as infringement of trademark. There
are three types of exhaustion of rights;
national, regional and international.
The controversy surrounding the
international exhaustion of rights has been
laid to rest (for the time being) by a recent
judgment of the Delhi High Court (the ‘High
Court’) in an appeal in the case of Kapil
Wadhwa & Ors v Samsung Electronics Co Ltd &
Anr1 wherein the Court has recognised the
concept of international exhaustion of rights
and provided the relief to the appellant who
was importing the goods with the trademark
of the respondent.
The issue in this case was whether
the Trade Marks Act 1999 embodies the
International Exhaustion Principle or the
National Exhaustion Principle when the
registered proprietor of a trademark places
the goods in the market under the registered
trademark.
In reference to the issue, after taking into
consideration all the contentions raised by
both parties and the explanation provided

by the single judge in the original suit for
reaching the judgment, the High Court
held that Indian Trademark Law allows the
international exhaustion of rights and goods
imported without the permission of the
owner of the trademark would not be treated
as infringement of the trademark.
Impact of the judgment
The recognition of the international
exhaustion of rights in India would create a
new market for the imported goods in India.
Earlier parallel imports of goods in India were
treated as infringements of the trademark
but now the same would not be possible if
the condition of the goods is not impaired as
mentioned in Section 30 of the Trademark
Act 1999. One of the main reasons for the
parallel import is the difference in price in
two markets. The sale of goods in a market
for which the same is not meant for would
lead to loss of profit of the manufacturer
or trademark owner. After this decision, for
stopping the parallel imports, the owner
of the trademark needs to enter into an
exclusive sales agreement with the purchaser
or distributor so that the goods meant for one
market should not be sold in another market.
On the one hand, the present judgment
would be beneficial for the consumers,
wherein the difference in the prices of two
ASIA PACIFIC REGIONAL FORUM NEWS

MARCH 2013

23

FOREIGN CURRENCY CONVERTIBLE BONDS: A TICKING TIME BOMB

markets is substantial. On the other hand, it
would lead to the loss of profit and market
for the trademark owner and manufacturer.
The contention of the respondent was that
the selling of goods, meant for one market
into the other market, would lead to the loss
of goodwill and dilution of the trademark as
the goods are manufactured with the local
condition of a country in mind – like the
weather, purchasing power of the consumer,
the local needs of the consumers – and due
to same goods intended for one market

might not perform to the maximum level in a
different market.
Hence, the present judgment, for the
time being, has provided a new dimension
to the international exhaustion of rights in
trademark and it has to be seen whether the
same pattern will be followed in the field
of copyrights and patents. Furthermore, it
also remains to be seen whether the same
judgment will be challenged in the Supreme
Court and, if so, what stance the Supreme
Court will take.

Foreign currency convertible
bonds: a ticking time bomb

F

oreign currency convertible bonds
(FCCBs) are foreign currency
denominated bonds issued by Indian
companies to foreign investors. The
bonds are convertible into equity shares at the
option of bondholders after a pre-determined
period and a pre-determined value. Unless
previously converted into equity shares,
redeemed or purchased by the issuer, FCCBs
must be redeemed with maturity premium (if
any) on the maturity date, which is typically
five years from the date of issue. FCCBs as
a fund raising tool were introduced in 1993
pursuant to the Issue of Foreign Currency
Convertible Bonds and Ordinary Shares
(Through Depository Receipt Mechanism)
Scheme 1993. FCCBs are also governed by the
external commercial borrowings guidelines
as issued by the Reserve Bank of India (RBI)
from time to time and the Foreign Exchange
Management (Transfer or Issue of any
Foreign Security) Regulations 2004.
FCCBs are a perfect blend of debt and
equity. Typically, the coupon payments on
the bonds are low since it has an attached
option to convert into equity, thereby making
it economical for issuers and attractive to
investors. Upon maturity of the FCCBs, the
issuer is under an obligation to redeem and
the bondholder has an option either to
accept redemption or convert into equity.
The redemption of FCCBs are made at a
premium or at par or even at a discount
depending upon the coupon offered and
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the terms agreed between the issuer and the
bondholder at the time of its issue.
FCCBs worth more than US$7bn are
maturing by March 2013. Of these, Credit
Rating and Information Services of India
Ltd (CRISIL) estimates that ‘FCCBs worth
Rs220–240bn (approximately US$4–6bn) may
not get converted into equity shares, as the
current stock prices of issuing companies are
significantly below their conversion price.’1
Redemption profile of FCCBs (in US$ million)

Source: Reserve Bank of India
In its Financial Stability Report issued in June
2011, the RBI stated that during the period
from 2005 to 2008, large amounts were raised
through FCCBs by many Indian companies
with elevated conversion premiums. Most of
them are nearing maturity by March 2013.
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RBI further stated that estimates show that a
very large proportion of these FCCBs may not
get converted into equity thus requiring their
refinancing at the much higher interest rates
prevalent today.
Options available upon maturity and the
present regulatory framework
Since conversion of FCCBs into equity
does not appear a viable option in most
cases, the following are some of the options
available to the issuer in the present
regulatory framework:
Fund raising for redemption
FCCBs which are due to mature can be
redeemed by the issuers with the proceeds
of an issue of equity shares or convertible
debt instruments. This can be achieved
pursuant to the Securities and Exchange
Board of India (SEBI) (Issue of Capital and
Disclosure Requirements) Regulations, 2008
by; (i) a qualified institutions placement,
which is a private placement of equity
shares or convertible debt instruments
to qualified institutional buyers; (ii)
preferential allotment, which is private
placement of equity shares or convertible
debt instruments to a preferred set out of
investors; (iii) rights issue, which is an issue
of equity shares to the existing shareholders
of the company as on the record date; and
(iv) further public offer, which is a public
issue of securities by a listed company. Fresh
issuance of equity, other than through
rights issue, would lead to the significant
dilution of the promoter’s shareholding at
current market price.
The issuer may also raise fresh debt
to redeem the FCCBs. Key factors to be
considered in this option are the cost of
debt and ability to service additional debt.
Restructuring of the existing FCCBs
Issuers may negotiate with existing
bondholders/investors and restructure the
FCCBs that are due to mature subject to the
prior approval of RBI. This restructuring
may include, changing the terms of existing
FCCBs (including but not limited to
extending the maturity period), lowering
the premium payable at redemption,
exchange of existing FCCBs with new
FCCBs or waiving part of principal or
interest. However, in the present regulatory

framework existing FCCBs cannot be
restructured to change the price at which
such FCCBs may be converted into equity
shares of the issuer.
Refinancing/redemption through fresh FCCBs
or external commercial borrowings (ECBs)
Companies who have issued FCCBs that are
due to mature are permitted to refinance
such FCCBs through ECBs or issue of fresh
FCCBs. Prior RBI approval is not necessary
provided; the refinancing amount does not
exceed the outstanding redemption value
of the existing FCCBs subject to a cap of
US$750m; and the refinancing amount is
raised within six months of the maturity
date of the existing FCCBs.
Key issues and concerns relating to FCCBs
FCCBs – Instrument for the ‘Bull’ Market
FCCBs have been a popular fund raising tool
with many Indian companies, raising about
USD$11.2bn through issue of FCCBs from
2007 to 2011.2 The conversion price on such
bonds was 25–150 per cent higher than the
prevailing stock price at the time of issuance
and they carried zero or very low coupons.3
For conversion to be an attractive option,
stock markets had to do well to ensure that
the stock price was always higher than the
conversion price. When the stock markets
flagged, the burden of redeeming the FCCBs
became a significant issue for a number of
issuers since conversion was no longer a
viable option.
An example will help illustrate the problem.
US$225m FCCBs raised by Sintex Industries
Limited are up for conversion on or before
4 March 2013 at INR246.5 per share against
the current market price of share which is
around INR60. The gulf between the current
market price and the conversion price is
approximately 310 per cent. If the company
chooses to redeem the FCCBs, it will have
to pay INR12.6m (US$2.2m)4 excluding
redemption premium. Redemption premium
in this case is 29.28 per cent of the principal
amount. The company has a debt obligation
(long term and short term borrowings, including
FCCBs) of around INR29.55bn (approximately
US$518.8m)5 on its consolidated balance sheet as
on 31 March 2012.
Details of some other companies which are
faced with a similar problem are given in the
following table:
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Conversion
price (INR)

Current
market price
(INR) as on
June 25,
2012

Amount
outstanding
in US$ (in
mn)#*

Amount
Outstanding
in INR (in
mn @ INR
56)*

Market
capitialisation as
on 25 June 2012
(INR mn)

% Gap
(current
market
price vs
conversion
price)

18 January
2013

302.3

36.6

113.5

6,356

3,290

725.9%

55.0

13 December
2012

110.9

52.4

55.0

3,080

7,270

111.6%

Sancia Global
Infraprojects
Limited

50.0

13 February
2013

282.3

4.1

50.0

2,800

170

6718.1%

Bartronics India
Limited

35.0

4 February
2013

191.3

25.1

50.0

2,800

850

662.0%

Karuturi Global
Limited

50.0

19 October
2012

19.0

4.5

33.0

1,848

3,320

323.9%

Great Offshore
Limited

42.0

12 October
2012

565.0

80.5

40.0

2,240

2,990

602.3%

Bharat Forge
Limited

39.9

28 April
2013

690.8

293.9

39.9

2,234

68,400

135.1%

Pidilite
Industries
Limited

40.0

7 December
2012

256**

162.9

37.2

2,083

82,690

57.2%

Everest Kanto
Cylinder
Limited

35.0

10 October
2012

271.3

31.0

35.0

1,960

3,320

775.2%

Shree Asht
Cine Vision

21.6

22
December
2012

44.0

3.8

21.6

1,211

3,130

1057.4%

*

excluding Redemption Premium

#

Source: Annual Report 2010-2011

**

Original conversion price

Name of the
Issuer

FCCB
issued
(amount
in US$
mn)

Date of
maturity of
the FCCBs

Geodesic
limited

125.0

Prime Focus
Limited

No ‘Reset Clause’ In Terms of Issuance of FCCBS
One of the key issues that came to the forefront
in addressing the mismatch between the
conversion price of FCCBs and current market
price of equity shares of the issuer was whether
the terms of issue of the FCCBs contained a
‘reset’ clause. A reset clause provides flexibility
to the issuer to reset the conversion price after
issue of the FCCBs but prior to its maturity date
if the gulf between the conversion price and
the current market price increases drastically
or under circumstances contemplated in the
offering circular. One company which used
the reset arrangement to its advantage was Gati
Limited. In this case, the initial conversion
price of the FCCBs of INR125 per share was
reset periodically to the average closing price,
which was INR90 per share, on the reset date.
The reset arrangement was agreed between the
company and the bondholders and disclosures
in this regard were included in the offering
circular. However, most of the FCCB issuers do
not have such a reset clause in the terms of issue
of the FCCBs making it difficult for them to renegotiate the conversion price.
26

On 15 February 2010, the Ministry of
Finance, based on representations received
from the issuers provided a six-month
window to issuers of FCCBs to reset the
conversion price of such FCCBs based on
certain conditions, including revised pricing
norms, execution of a fresh agreement with
the bondholders/investors, adherence to
foreign direct investment restrictions and
prior approval of RBI. Some companies like
Great Offshore Limited took advantage of this
opportunity to pare down the conversion price
substantially. This window is no longer open
and, as stated earlier, the present regulatory
environment does not permit restructuring of
FCCBs to alter the conversion price.
Refinancing FCCBS through fresh borrowings
could just postpone the problem, at a higher cost
With conversion of FCCBs being unviable
and raising equity to redeem such FCCBs a
problem in a depressed market, companies
with low reserves have no option but to
refinance FCCBs through fresh borrowings.
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Such fresh borrowings come at a substantial
cost to the company since FCCBs traditionally
have a very low coupon rate as compared to
plain vanilla debt. Thus, the debt burden is
bound to increase substantially for companies
which are unable to redeem FCCBs without
taking additional debt.
Corporates raised US$1.4bn through the
ECB route during April 2011–February 2012
for redemption/buyback of FCCBs.6 Some
of the major issuers who have raised funds
through ECB route for redemption of existing
FCCBs during December 2011–April 2012
include 3i Infotech Ltd (US$130m), Bharat
Forge Limited (US$40m), Assam Company
India Ltd (US$12m), Orchid Chemicals &
Pharmaceuticals Ltd (US$96.5m), Gati Ltd
(US$22.18m) and Financial Technologies
(India) Ltd (US$25m).
Proposed amendments to the law
governing FCCBs
Two key amendments which RBI may evaluate
to resolve the issues surrounding FCCBs are:
Introduce provisions relating to ‘FCCB
redemption reserve’
A possible way to mitigate the negative impact
of redeeming FCCBs on issuer companies
would be to amend the law to make it
mandatory for issuers to create an FCCB
redemption reserve out of their profits to

INDONESIA
Douglas G Smith
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(SSEK), Jakarta
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ensure a fund pool at the time of redemption.
Guidance in this regard can be sought from
the regulations governing creation of reserves
for issue of debentures under Indian law.
Allow re-set of the conversion price up to the
floor price subject to approval of the bond
holders
RBI may consider allowing issuers to
renegotiate the terms of FCCBs including
downward revision of the conversion price at
which the FCCBs can be converted into equity
shares. The re-set of the conversion price, if
mutually agreed between the issuer and the
bondholders, could be allowed up to the floor
price calculated based on the pricing formula
as prescribed by the Ministry of Finance,
Government of India and approved by the
board of directors of the issuer at the time of
issuance of the FCCBs.

Notes
1 Reserve Bank of India, Financial Stability Report,
June 2011.
2 Reserve Bank of India, Financial Stability Report,
June 2011.
3 Reserve Bank of India, Financial Stability Report,
June 2011.
4 US$1 = INR56.9631.
5 US$1 = INR56.9631.
6 Source: ICRA Research – Financial Markets & Banking
Update —Vol 4: FY2011-12.

Negotiating and settling
joint venture agreements
for Indonesian joint venture
companies

A

brief introduction to the
Indonesian legal system may be
of assistance to an understanding
of the legal issues relating to the
formation of a joint venture in Indonesia
and the framing of an appropriate joint
venture agreement. The relevant statutes
for consideration in the formation of an

Indonesian joint venture are typically the
Indonesian Civil Code and the Indonesian
Company Law.
The Civil Code was promulgated in the
19th century by the Dutch East Indies
government and was based on the then
existing Civil Code in the Netherlands.
During the colonial era, the laws and
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regulations promulgated in Indonesia
followed Dutch laws and regulations as closely
as possible. Upon declaring independence in
1945, the Republic of Indonesia provided that
all existing regulations would continue to be
followed unless contrary to the constitution
or until superseded by new regulations. While
there have been some amendments to the
Civil Code since independence, most of its
provisions relevant to the issues discussed in
this article are the same as existed during the
colonial era.
Like the Dutch system, the Indonesian
legal system is a ‘civil law’ system, and the
principal sources of jurisprudence are
found in handbooks and legal articles
by commentators; often it is necessary to
study Dutch commentary on the identical
provisions in the Dutch Civil Code to better
understand the Indonesian Civil Code.
Following the civil law tradition, court
decisions, including those of the Indonesian
Supreme Court, Indonesia’s highest court,
are as a general rule, not considered to be
binding on junior courts.
By contrast with the Civil Code, the
Indonesia Company Law (Law 40 of 2007)
was promulgated in 2007 and is a relatively
modern form of companies’ law, drawing
on a variety of contemporary international
legislative models. Both laws will impact your
structure and organisation in Indonesia
and the substance of your joint venture
agreement.
Basic contract law principles
Indonesian law recognises the principle of
freedom of contract. This principle is codified
in Article 1338 of the Civil Code. Article 1338
provides that parties to a contract are free to
include any provisions they wish subject only to
mandatory provisions of Indonesian law. There
are, however, other limitations to this principle.
Agreements contrary to good faith or the
public order are not valid (Article 1337 of the
Civil Code). In addition, in order for a contract
to be legal under Indonesian law, Article 1320
of the Indonesian Civil Code stipulates certain
requirements must be satisfied: free consent
of the parties; legal capacity of the parties to
conclude an agreement; a defined object; and
a lawful purpose.
Within these parameters, Indonesian law
gives the contracting parties a great deal of
freedom to conclude agreements embodying
those terms which suit them and the subject
matter of their contracts.
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Typical provisions of a joint venture
agreement
In the context of Indonesian joint venture
companies, the shareholders’ agreement
setting out the respective rights and
obligations of the respective shareholders is
normally called a ‘joint venture agreement’.
A typical joint venture agreement for an
Indonesian joint venture might include the
following terms:
Interpretation
The agreement will contain certain
definitions and legal ‘boilerplate’ including
such matters as:
• the applicable currency of the agreement,
typically US dollars or Indonesian Rupiah;
• the governing law of the contract, which
will typically but may not necessarily be
Indonesian law;
• provisions regarding waiver and
amendment; and
• particulars regarding the organisation and
management of the joint venture company
and, where applicable, its operating
subsidiaries.
Business and affairs of the company
Details concerning the management of the
day to day business and affairs of the company
should be set out in some detail and may
include such matters as:
• detailed descriptions of the business
obligations of the parties, including
concerning capital contributions and
ongoing duties of the company;
• the constitution and identity of the
company’s board of directors (which
manages the day to day operations) and
board of commissioners (which supervises
the board of directors);
• a requirement for periodic meetings of
the boards;
• a requirement for periodic meetings of the
shareholders of the company;
• the appointment of the president director
of the company;
• stipulated quorums for meetings of
directors, commissioners and shareholders;
• particulars as to what types of majorities can
pass general resolutions at board level (other
than with respect to substantial matters);
• an indication as to whether or not the chair
of the board of the relevant meeting would
have a casting or second vote;
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• an indication as to who will act as the bank
of the company, the types of accounts to be
maintained and particulars as to what persons
are authorised to draw cheques or otherwise
draw on any of the company’s bank accounts;
• a statement as to who will serve as
auditors/accountants of the company;
• a statement as to what will constitute the
fiscal year of the company;
• specific details concerning, and perhaps
limitations upon, the ambit of the
company’s business;
• matters requiring special majorities of the
directors, commissioners or shareholders
such as:
– amendments to the Articles of Association
of the company;
– the issuance or entering into of any
agreement to issue any new class of
shares of the company or options to
grant such shares;
– the declaration or payment of any
dividends or making any distribution,
whether in cash, in stock or in specie, on
any of the outstanding shares of any class;
– the creation, assumption or liability for
any borrowing or mortgage, pledge,
charge, grant of security interest or other
encumbrance upon any of the company’s
assets over a stipulated threshold;
– the giving of security for a guarantee;
– the making of any capital expenditure
in excess of a stipulated agreed amount
(eg, US$50,000);
– entering into any contract, agreement or
commitment out of the ordinary course
of business;
– entering into any contract, agreement
or commitment with any shareholder
or any associate or affiliate of any
shareholder or any person controlled
by an individual shareholder or with any
person who does not deal at ‘arm’s length’
with any shareholder;
– making any payments or advances of
any kind to any individual shareholder
or the spouse or any other relative of
any individual shareholder, except
in accordance with employment
arrangements which have been
approved by all the shareholders;
– selling, or otherwise disposing of,
by conveyance, transfer, lease or
otherwise, assets of the company as an
entirety or substantially as an entirety
or amalgamating or merging with or
into any other corporation or applying
to be continued as a corporation

under the laws of any jurisdiction;
– replacement of the President Director or
Chief Financial Officer of the company;
– taking or instituting any proceedings
for the winding-up, reorganisation or
dissolution of the company;
– granting specific authorities to individual
members of the board of directors of
the company (eg, Finance Director,
Operations Director); or
– permitting any subsidiary of the company
to do any of the matters described above.
These are intended as examples only and the
types of such clauses which can be inserted
are limited only by the creativity of those
framing the agreement.
The agreement should set out particulars
regarding ongoing financing requirements
for the company, whether by approved
annual business plan or otherwise, as well
as set out the limits for the providing of
funding by the shareholders.
It is quite common for parties to waive the
requirements of Articles 61 and 62 of the
Company Law. Article 61 provides a right to
shareholders to bring an action against the
company for losses suffered by them arising
out of actions of the directors or commissions
or general meeting of shareholders that are
considered ‘unfair and unreasonable’. Article 62
provides that a shareholder may elect to have the
company repurchase their shares ‘at a reasonable
price’ in the event of actions which incur losses to
the shareholders through an amendment to the
company’s Articles of Association, a transfer or
pledge of greater than 50 per cent of the assets of
the company by value or other stipulated major
transaction or reorganisation.
Finally, note that the role of company
director is not to be taken lightly. By virtue of
Article 97 of the Company Law, each member
of the board may be held personally liable for
losses suffered by the company occasioned by
negligent errors in management. A director
may be excused from this liability where they
can prove that the losses were not caused by
their mistakes or negligence; that they have
managed in good faith in the interests of the
company; that there were no direct or indirect
conflicts of interest in respect of the act of
management causing the losses; and they have
acted to prevent the said losses from occurring
and continuing.
Matters relating to shares generally
The Agreement should contain basic
representations and warranties by the parties,
ASIA PACIFIC REGIONAL FORUM NEWS

MARCH 2013

29

NEGOTIATING AND SETTLING JOINT VENTURE AGREEMENTS FOR INDONESIAN JOINT VENTURE COMPANIES

including regarding the beneficial ownership of
their shares in the capital of the company.
There should be a general prohibition on
share transfer without the consent of the other
parties, subject to the terms of the joint venture
agreement. There may be a provision to the
effect that an individual shareholder can transfer
all or any shares in the capital of the company to
an entity controlled by him/her subject to terms,
such as prohibitions on future transfers. There
should be a general prohibition against pledges
or mortgages of or charges upon shares. The
agreement should provide that no registration
of any transfer of shares will be made unless it
is made in accordance with the terms of the
shareholders’ agreement.
Each of the shareholders should give a
general covenant to the effect that all necessary
consents and approvals to a transfer of shares
permitted under the agreement are or shall
be given as soon as practicable in compliance
with the relevant provisions of the agreement
relating to such a transfer.
Disposition and acquisition of shares
The agreement should specify designated
representatives of the shareholders entitled to
make offers and receive notices with respect to
share transfers and to execute documentation
in connection therewith. The agreement may
contain a ‘shot-gun’ buy-sell provision and set
out its terms. The agreement may also contain
rights of first refusal and set out their terms
under which a party can compel a sale.
The agreement may contain ‘piggy-back’ or
‘tag-along’ rights under which a shareholder
which is not a vendor can compel a selling
shareholder to include it in a sale. Similarly,
the agreement may provide for ‘drag-along’
rights, pursuant to which a selling party can,
on a compulsory basis, carry the remaining
shareholders along with it in a sale.
The agreement may also provide that on the
occurrence of certain events, a shareholder
may be required to sell or to offer to sell its
shares. These circumstances might consist of
such things as:
• the breach or continuing to breach by a
shareholder of its obligations under the joint
venture agreement;
• any representation or warranty of a shareholder
being untrue or becoming untrue or incorrect;
• the death of an individual shareholder;
• the bankruptcy or insolvency of a shareholder;
or
• any change in voting control of a corporate
shareholder.
30

Pre-emptive rights
Existing shareholders may be given a contractual
prior right to purchase new equity of the
company, in addition to such statutory rights as
they have in this regard.
Valuation and completion procedures
Where the agreement provides that a
shareholder is required to sell its shares on
the occurrence of a particular event (such as
breach, death, insolvency, change of control,
etc), clear valuation methodology should be set
out for the determination of a purchase price
for such shares.
Restrictive covenants
The agreement should provide for a requirement
for shareholders to refrain from competing
with the business of the company. There should
be general confidentiality covenants regarding
confidential information received by the parties
in their capacity as shareholders. It is also typical
for such agreements to provide for so called
non-solicitation clauses, prohibiting shareholders
from soliciting for their own purposes or enticing
away employees or clients of the company.
All such clauses would be capable of
enforcement in Indonesia.
Dispute resolution
There are a variety of dispute resolution
mechanisms including litigation or arbitration.
A reasonable choice for foreign companies
with operations in Indonesia, depending upon
the circumstances, would be to stipulate for
arbitration in a ‘neutral; arbitration forum
such as the Singapore International Arbitration
Centre (SIAC), under the SIAC Rules or other
applicable rules. Indonesia became a signatory
party to the New York Convention (the United
Nations Convention on the Recognition and
Enforcement of Foreign Arbitral Awards) in 1981
and enforcement of such awards can be effected
here by the Indonesian courts, subject to public
policy concerns. We have some specific language
we like to see in our clients’ joint venture
agreements to help ease this process.
There are circumstances under which the
parties may wish to forego the arbitration process
altogether and have immediate recourse to the
courts of Indonesia or another jurisdiction, such
as for intellectual property rights (IPR) disputes
or interlocutory seizure. In such a case, the
parties should specifically contractually submit
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to the exclusive or non-exclusive jurisdiction
of the courts, again dependent upon the
circumstances. In practice it is not possible to
have a foreign judgement enforced in Indonesia.
A foreign party would find themselves having to
commence a new and separate action before the
Indonesian courts in order to enforce its rights.
While a foreign judgement may be introduced
in court, at the court’s discretion, it may be of
evidentiary value only. Indonesia is not a party to
any reciprocal enforcement of judgements treaty
with any other country.
The agreement may also wish to address
what occurs if there is a deadlock among the
parties. Deadlocks can sometimes be resolved
by arbitration or, in some cases, by adjudication
by an expert. Some agreements stipulate
that where there is a deadlock which cannot
be amicably resolved, the shareholders have
right to put their shares to the other parties or
otherwise provide for forced sale arrangements

Unlike the many jurisdictions, entering
into a unanimous shareholders’ agreement
in Indonesia does not bind the parties to
the exclusion of the company’s constating
documents, its Articles of Association. Under
the Indonesian company law, where there
is a discrepancy between these constating
documents and the terms of a unanimous
shareholders’ agreement, with few exceptions,
the constating documents will prevail.
Accordingly, the Articles of Association
should be carefully reviewed to ensure that
the agreement does not contradict them in
any respect. Also, the parties may consider a
clause in the joint venture agreement to the
effect that the parties will take all steps as are
necessary to amend the company’s constating
documents such that they conform to the
terms of the agreement.

general provisions including; relating to
the binding effect of the agreement upon
the parties; an indemnity by the company
of its directors and shareholders for certain
acts; the term of the Agreement; provisions
regarding notices and delivery of the same;
and similar general contractual terms.
The shareholders’ agreement will have to
deal in some fashion with the application
of Law 24 of 2009 regarding National
Flag, Language, Emblem and Song of the
Government of Indonesia (‘Law 24’) which
was adopted by Indonesia in 2009. Law 24 does
require that agreements that are entered into
by Indonesian parties, whether corporate or by
individuals, must be in the national language,
Bahasa Indonesia. Contracting parties adopt
a number of typical methods to deal with this
legislaation including, where the contract is
concluded in English, for example:
• to translate the agreement into Bahasa
Indonesia and to sign a dual language
version of it within a specified date from
the date of its execution (such as 30 days);
• to provide in the event of any conflict
between the English language version and
Bahasa Indonesia version of this Agreement,
the English language version shall prevail
and be binding upon the parties and the
Bahasa Indonesia version shall be deemed to
be automatically amended to conform with
and to make the relevant Indonesian text
consistent with the relevant English text; and
• to include a covenant of each party to the
effect that they will not cite or invoke Law 24
or claim that the fact that the Agreement
was initially executed only in the English
language only to, either, defend its nonperformance or breach of its obligations
under the Agreement, or, allege that the
agreement is against public policy or
otherwise does not constitute its legal and
binding obligation.

Termination

Conclusion

Typically the parties will wish their agreement
to include a waiver of articles 1266 and 1267
of the Civil Code. This waiver is commonly
found in most contracts governed by
Indonesian law. Parties traditionally waive
these articles to allow termination of their
agreement on its existing terms, without
intervention by the Indonesian courts.

This is simply an outline of some of the key issues
that your joint venture agreement will need
to address. There are certain to be additional
matters based upon the subject matter of the
joint venture and the nature and relation of
the parties. Some advance planning and prior
discussion with your professional advisors can go
a long way toward circumventing or minimising
problems as the joint venture proceeds.

Reconciliation with constating documents

General provisions
The agreement will contain a number of
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I

n recent years, consumers around the
world have become far more familiar with
numerous well-known trademarks, such
as Coca-Cola, Apple, Samsung, IBM or
Google. It seems that those trademarks have
‘surpassed the boundary of marks known
only in single countries’1 and are powerful
and ‘most respected brands in the world’.2
Therefore, the protection of well-known
trademarks is undoubtedly one of the most
leading concerns of not only organisations
and enterprises but also countries.
From being a member of the World Trade
Organisation (WTO), Vietnam has gained
many benefits but has also faced a multitude
of challenges in adhering to the rules and
the requirements set by the WTO, especially
in relation to protection of intellectual
property rights. The participation of
Vietnam in the WTO marked a milestone
with the issuance of new laws and the
considerable improvement in Vietnam’s
legal framework for compliance with the
WTO requirements. Accordingly, the issues
relevant to protection for well-known
trademarks are deemed noteworthy.
Hence, this article aims to give an update
on the general provisions of Vietnam law
in terms of protection for well-known
trademarks and an analysis of some criteria
for protection in accordance with the
prevailing law.
General provisions on protection for
well-known trademarks
What is a well-known trademark?
According to the landmark 2005 Intellectual
Property Law,3 ‘well-known trademark’
means a mark widely known by consumers
throughout Vietnam.4 It is understood
that a trademark that is well-known in
Vietnam needs not be widely known on an
international scale and vice versa.5
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Principles of protection
The principle of ‘protection without
registration’ may be the backbone of
protection principles applied to a well-known
trademark.6 Unlike an ordinary trademark,
which seeks protection through registration,
the industrial property rights of a wellknown trademark shall be established on the
basis of use and shall not be dependent on
registration procedures.7
Furthermore, industrial property rights of
a foreign individual or foreign legal entity
will be protected according to the laws
of Vietnam and international treaties of
which Vietnam is a member.8 Being a state
member of the international conventions,9
Vietnam will abide by the fundamental
principles of protection, for instance
National Treatment ,10 Most-Favoured-Nation
Treatment 11 and Minimum Protection.12
Basis for protection
Grounds for protection for well-known
trademarks stem from the provision that ‘a
trademark shall be deemed to be indistinctive
and not be accepted for protection in Vietnam
if it is identical with or confusingly similar to a
trademark belong to another person which is
recognised as well-known in relation to goods
or services which are identical with or similar
to those bearing such well-known trademark,
or for dissimilar goods or services if the use of
such trademark may affect the distinctiveness
of the well-known trademark or the trademark
is aimed at taking advantage of the reputation
of the well-known trademark.’13
Authority body for recognition of well-known
trademarks
Industrial property rights of a well-known
trademark will arise upon a decision on
recognition of the well-known trademark by
the competent authority.14 The competent
authority in question is the National Office
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of Intellectual Property (NOIP) under the
Ministry of Science and Technology of
Vietnam and the courts.15
Duration of protection
There is no provision as to duration of
protection for a well-known trademark in
the 2005 IP Law and its guidelines. The
prevailing law only stipulates the duration
of protection for the ordinary trademark.16
Therefore, the Vietnamese authorities may
face difficulty in determining whether the
duration of protection for a well-known
trademark will be either unlimited, as stated
in the earlier provision17 or ten years as for
the ordinary trademark.
Analysis of some criteria for protection of
well-known trademarks
The rights of a well-known trademark will be
established on the basis of actual widespread
use of the trademark without registration at
the (NOIP).18 Accordingly, the onus is on the
owner of a well-known trademark to prove
the following criteria making the trademark
well-known:19
• the number of relevant consumers who
were aware of the trademark by purchase
or use of goods or services bearing the
trademark, or from advertising;
• geographical territory in which goods
or services bearing the trademark are
circulated;
• turnover of the sale of goods or provision
of services bearing the trademark or the
quantity of goods sold or services provided;
• duration of continuous use of the
trademark;
• wide reputation in connection with goods
or services bearing the trademark;
• number of countries protecting the
trademark;
• number of countries recognising the
trademark as a well-known trademark; and
• assignment price, licensing price or
investment capital contribution value of
the trademark.
More specifically, the documentation
evidencing the ownership and the
reputation of a well-known trademark to be
furnished by the owner are consistent with
Circular 01:20
• scope, scale, level and continuity of the
use of the trademark, encompassing an
explanation as to origin, history and duration
of continuous use of the trademark;

• a number of countries in which the
trademark has been registered or
recognised as a well-known mark;
• list of goods and services bearing the
trademark;
• geographical territory in which the mark
is circulated, turnover from goods sold or
services provided;
• property value of the trademark, price of
assignment of the ownership of or (price
of) license of the trademark, and value
of investment capital contributed in the
trademark;
• investment in and costs for advertising
and marketing the trademark, including
those for participation in national and
international exhibitions;
• infringements, disputes and decisions
or rulings of a court or the competent
authorities;
• surveyed figures in respect of the awareness
of the consumers through sale and purchase,
use, advertisement and marketing;
• rating and evaluating the reputation of the
trademark by national and international
organisations or the mass media;
• prizes and medals awarded to the
trademark; and
• outcomes of examinations by intellectual
property examination organisations.
Reputation of the trademark
To determine whether a trademark is wellknown, the onus rests on the owner to file
documentation, proving the trademark
reputation, with the authorities, for example:21
• surveys of consumers who know the
trademark through sale, purchase, use,
advertisement and marketing;
• a rating and evaluation of the reputation of
the trademark by national or international
organisations or the mass media;
• prizes and medals awarded to the
trademark; and
• the results of examinations held by
intellectual property examination
organisations.
Prior to the 2005 IP Law, the authorities
made determination on the trademark
reputation based on the documentation
lodged and on a case-by-case basis. The
author looked at the case, Shangri-La v Phu
Tho .22 In this case, the National Office of
Industrial Property 23 accepted the evidence
of the worldwide reputation of the ‘ShangriLa’ trademark for hotel services established
by Shangri-La, namely:
ASIA PACIFIC REGIONAL FORUM NEWS
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• a declaration indicating the duration,
extent and nature of use of the trademark;
• a declaration indicating the publicity for
the trademark;
• the registration of the trademark in
different nations; and
• a report on annual sales.
The case reflected the Vietnamese authority’s
viewpoints in considering the reputation
of the trademark based on the evidence of
the actual use of and the publicity for the
trademark, which may assimilate with the
2005 IP Law.
Degree of knowledge of the relevant public
The subsequent factor for evaluating a wellknown trademark is the degree of knowledge
of the relevant public. Under Circular 01,
the documentation required for establishing
the degree of knowledge of the relevant
consumers is ‘surveyed figures in respect
of the awareness of the consumers through
sale and purchase, use, advertisement and
marketing’ and/or in connection with
‘rating and evaluating the reputation of the
trademark by national and international
organisations or the mass media’.24 However,
it is worth noting that none of current
regulations address the following:
• what degree of knowledge of the relevant
consumers is required for defining the
reputation of the trademark?;
• what percentage or number of the relevant
consumers in question is deemed as
sufficient to establish the reputation of the
trademark?
Consequently, it is suggested that the more
apparent the Vietnamese law is, the fewer
risks and difficulties the owners of well-known
trademarks have.
Advertising of or the publicity for the trademark
As stated in Article 75(1) of the 2005 IP Law,
the trademark awareness of the relevant
consumers (obtained through sale, purchase
or advertisement) will be referred to in order
to assess a well-known trademark. The proof
in relation to ‘investment in and expense for
advertising and marketing a trademark’25 may
be one of the crucial criteria for considering
and deciding whether or not a trademark is
well-known. Nevertheless, it seems unclear
from this provision whether other methods
in addition to advertising and marketing
are also to be accepted for consideration by
the Vietnamese authority. Due to a lack of
34

apparent provisions, it leads, arguably, to the
risk that the decisions to be issued depend
much on the Vietnamese authorities and/or
the officers in charge.
For more information, the author
reviewed the case of The Boots Company PLC v
FORIPHARM.26 In this case, although Boots’
trademark ‘Strepsils’ was not registered in
Vietnam as a well-known trademark, it was
accepted for protection by the NOIP in
protest against the infringement of another
trademark, ‘STREPDIZIN’, for the same
goods. The grounds on which Boots relied
was that its trademark ‘was widely used and
recognised in Vietnam within the relevant
business segment regardless of its registration
status’27 and concurrently familiar with the
consumers of Vietnam. In support of its
arguments, Boots supplied the NOIP with the
persuasive evidence as to:
• the use of its trademark in more than 70
local markets;
• the registration of its trademark in 150
nations; and
• their investment in the trademark through
advertising and broadcasting its trademark
through journals, brochures, television and
commercial promotions in Vietnam and in
other markets.
Based on this case and in the author’s opinion,
it is likely that the publicity for the trademark
may also be taken into account by the
competent authorities for the purpose of a wellknown trademark at present, despite this, as yet,
unconfirmed criterion in the 2005 IP Law.
Duration and extent of use of the trademark
Under the prevailing law, the owner has the
obligation of showing evidence about ‘scope,
scale, level and continuity of the use of the
trademark, encompassing an explanation as
to origin, history and duration of continuous
use of the trademark’.28 However, the absence
of guidance as to ‘the continuous use of
the trademark’ has resulted in raising the
following questions:
• how to define the continuous use of the
trademark?
• whether the (continuous) use of the
trademark in Vietnam is required for a
well-known trademark? and
• whether the Vietnamese authorities agree
on the (continuous) use of the trademark
beyond Vietnam?
To answer some of those questions, the
author took the case of Marvel v International
Household into account.29 Marvel submitted
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to the NOIP a cancellation request for
International Household’s trademark
registration of ‘X-MEN & X logo’ for goods in
Class 3. The basis for the cancellation was that
International Household’s trademark ‘X-MEN
& X logo’ was deceptively similar and caused
the damage to Marvel’s well-known trademark
‘X-MEN’. To prove its trademark’s reputation,
Marvel provided documents stating that:
• its trademark was registered and used in
Vietnam for goods in Classes 9, 16, 25
and 28;
• it had been registered in 51 nations; and
• the character ‘X-MEN’ was the name of
super heroes in the world-famous stories,
cartoons and movies.
Yet, the authorities reached the decision to
dismiss Marvel’s request on the grounds:30
• that the trademark ‘X-MEN’ was only
attached to souvenir items of ‘super heroes
named X-Men’ and did not establish the
actual use of this trademark in Vietnam
because such use was not for goods in
which the trademark was registered;
• that Vietnamese consumers have not
been aware of the trademark ‘X-MEN’ for
registered goods; and
• that the goods bearing the trademark
‘X-MEN’ were different from those
bearing the conflicting trademark ‘X-MEN
& X logo’.
Interestingly, the case may provide a
handy reference for upcoming cases. The
Vietnamese authorities may have established
the approach under the 2005 IP Law31 that a
trademark is recognised to be well-known in
Vietnam if the consumers of Vietnam – or at
least the relevant sector of the public – have
awareness of the trademark. In other words,
the trademark may be refused for recognition
and protection as a well-known trademark if
the actual and wide use of the trademark in
Vietnam has not been made even though it is
a worldwide well-known trademark.
Conclusion
The prevailing law of Vietnam as to protection
for well-known trademarks basically meets the
requirements of international conventions.
Nonetheless, a few downsides inherent in the
legal regime of Vietnam need to be improved.
One of the noticeable restrictions is the
vagueness of the criteria for protection and
the absence of specific guidelines relevant to
those criteria. Needless to say, such limitations
are definitely the first hurdle to overcome
if the Government of Vietnam attempts to

successfully set up a strong system of protection
for well-known trademark in this nation.
As a young and potential market, Vietnam
is deemed to be one of the ideal destinations
for the international corporations to establish,
invest and expand their businesses. With the
acceleration in the number of the worldwide
well-known trademarks in Vietnam,32 the
author is of the belief that the Vietnamese
Government will soon develop its legal
framework, strategy and policy in relation
to protection for well-known trademarks,
in particular and intellectual property
rights in general, in full compliance with
the international criteria and the practical
demand. Notably, in the age of globalisation
and international economic integration,
setting up and maintaining an efficient
mechanism of protection for well-known
trademarks is the prerequisite every country
should be fully aware of and strictly adhere
to, and Vietnam is no exception. Bear in
mind that ‘well-known marks should be given
protection against later registration by third
parties although laws to offer this protection
are still being developed’.33 In the meantime
and for avoidance of infringements of any
third parties, enterprises are recommended
to register their trademarks with the NOIP as
ordinary trademarks from the outset of their
business activities.
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IBA member honoured on
National Law Day at the
Supreme Court of India

H

arpreet Sandhu, an IBA member
based in India, practicing advocate
and former additional advocategeneral, Punjab, has been one of
the few lawyers in the country to have the
rare distinction of being honoured by the
Supreme Court Bar Association on National
Law Day, held on 26 November 2012 in New
Delhi. Harpreet Sandhu was conferred with
the Certificate of Honour by the Honourable
Chief Justice of India, Justice Altamas Kabir,
and by the Union Minister for Law and
Justice, Government of India, Dr Ashwani
Kumar, at the Law Day function at the
Supreme Court of India, for his research
and comparative study, German Indian Law
– A Comparative Study. The nation’s leading
lawyers and Judges of the Supreme Court of
India attended the function.

Douglas G Smith
Soewito Suhardiman
Eddymurthy Kardono
(SSEK), Jakarta
douglassmith@ssek.com

The Honourable Chief Justice of India, Justice Mr Altamas Kabir,
and the Union Minister for Law & Justice, Government of India,
Dr Ashwani Kumar, present the Certificate of Honour to Harpreet
Sandhu, Advocate, at the National Law Day, New Delhi.

APF new members corner
What was your motivation to become a
lawyer?
I’m one of those people who always wanted
to be a lawyer. I can’t remember not wanting
to be one. Whether it was early exposure to
Perry Mason or Atticus Finch – or seeing my
father with his professional legal advisors at
our home, I’m not sure. But I can say that
in taking stock of my life and career, as I
periodically do, I am not disappointed. The
law has offered me an intellectually satisfying
and challenging career, and I consider
myself lucky. I enjoy being an advocate. I still
get a ‘high’ out of negotiating and settling
transactions for clients and for seeing the deal

through to completion. Whatever my original
motivations I thoroughly enjoy my job and it
suits me.
What are the most memorable
experiences you have so far as a lawyer?
It’s pretty hard to narrow them down.
Practicing law has given me so many terrific
experiences and allowed me to meet so
many fascinating people. Being given the
chance to live and practice in a number
of vastly different cities – including Dubai,
Hong Kong, Jakarta and Toronto – and to
experience the business and cultural life of
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each has been intensely rewarding and fun,
and has provided plenty of unique memories.
I have been fortunate enough to travel a good
deal in the course of my job and that has been
enriching too.
What are your interests and/or hobbies?
To make something of an understatement,
practicing law requires a time commitment
and what is usually sacrificed is outside
interests. I am no exception. Still I find time
to indulge my love of scuba diving (and,
being in Indonesia, am sure in the right spot
for it), to do as much leisure reading as I can
and to continue to travel.

Share with us something that the IBA
members would be surprised to know
about you.
For three long summers a few years back I was
a cook, construction worker, waiter, carpenter,
maintenance guy, bartender, painter (basically
anything for a buck) in remote Resolute Bay
in Qikiqtaaluk Region, Nunavut, on the edge
of Canada’s High Arctic. That’s North.
Do you have any specific message for IBA
members?
See you in Boston.

5th Asian Maritime Law Conference
11–13 April 2013							Swissotel Merchant Court, Singapore
The Maritime Law Association of Singapore (MLAS) will organise its 5th run of the Asian Maritime Law Conference
(5AMLC) from 11 to 13 April 2013 at the Swissotel Merchant Court, Singapore.
The Conference, which is to take place during the Singapore Maritime Week 2013, will be organised in collaboration
with the Transport Law Commission of AIJA (International Association of Young Lawyers) and, as with past years,
is privileged to enjoy the continuous support of the IBA Maritime and Transport Law Committee and the IBA Asia
Pacific Regional Forum.
The Conference will focus on ‘The Future of Shipping’, offering insights from key players in the maritime industry,
spanning financing, corporate tax, liability work, charterparties, possessory liens, etc.
To register for the Conference,
email the MLAS Secretariat at mail@mlas.org.sg
or visit the 5th Asian Maritime Law
Conference website at www.amlc.com.sg.
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