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With respect to Global Patent Practice in .aTime6tc:pst '
Containment, a questionnaire survey has ,been conducted over
corporations that are members of Japanese and US groups o:j;"P.;rPA.
The· results are reported herein. . . .

As ,a ,result of analyses of the survey, it!'J.asbeE;!n~olln~

that. the Japanese corporations make a positiv~;.i:nt$rnCil
. investment in order to establish anddeYEllopcoor4,iIJ:ative·'
wO;t'k"division relation with outside agents, . to, thereby reduce the
OU1;s,ide cost. This tendency is more remarkable in corporations
th!'itfile a larger number of applications.· .

In comparison between Japanese and US corporati.o,ns,there
are several interesting differences .. For Lnat.ance., ttre rat;ipof
the number of the foreign (Japanese )applicatibnstO the domestic
application number· is relatively. high in :us; and the:re is a
significant difference in priority of purpose of the foreign
applications between Japan and US.. .
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::;;,€\.\,;?,~, ~,·[[r:.3_"!;r,;E~-:..::,'·~ J 8, ';_:Lr:l5:~gc[j-

8f.aq.;jj~r:;{iTIJiE£-P:~eJ?:R~:,c; with the recent global :o!=cpn0J1lt.c

d"~&~ik~~'D,,,ht\~;b~~om~s important 'more and more to 8ptai,!t;a

pa.:lte/t.:\il£l}r"B\ .~1¥~.!i?JE!::.,:i.nvention and to use the Lnvent.Lon. Ln
:e;9.f~;;rn'35!P9ullh;'i~r1k-:ces J,well as a domestic area. Even.~8;

corporations that take production and sales activities mainlY.J.n
!. . _:. '~"""- ~ ..

t!tJ;.mH2,I}!~!?~F!tj"J:'¥~ §~well as corporations that take global

b~~~s~ft&*~~:~~s~~~hproduction and sales bases in forei~;

a.:~j'Io,,;r.;li:.tk~;;Z§;~i:,.tP~G~,R~~n'.,;t;o:.obtain foreign. patents because 7BJ.
ttI'!Bh~;~\,=:a!~:~ltl?grh!o1tf1f:fln:ht?~;.gcense to other foreign corporatioIl~.,

and. the".;k:.i:lt", '-'n 'r .-, ~".. ,.. ,"-<:.u:': • .>.-7t}f'.Fj'4<,.!."i'lS::t ~;...~) a:~;o .-...<~" ".;..' .... _ 'C:d~-' ,::" ..

',{",.,(y, ,&~e,;Y;~;;'1.:.>",~,!'.1;t~?Ht.he.-r",:hCl.nd, due to the recent·international.
economic.al recession,. patent departments of corporations suffer.

""'_ '_, .. '0 ,', .. '. ...." .. '.',.. ,\

fJ;om increased res<tric:tion on patent budgets. Ac;cordingly, also

the c.oJ;poJ;ations· that are members of Japanese and US groups of.
. .." .-" .. .. : ,:, .. :~

P·IPA would confront; a task as to how the consolidation of global

~~~$~.f.~,ct~<;:etT.!'tJ:0¥lg0nb~"attained under the severe. b)1dget

~;o%~~:c;;;lkkR~,t:~:.5IJ :.:'') :: :"> '·:;.\:>~M.'

'.J,}: "'b'Yf\qfrrz§.Y;Elli'o~.5tCl.,t.Us <3,s,Cl.. background, Committee #l of.P11'A j:lE

.~--:i:"_~.'_cPlliJ;.Y§1.g;t7cb.§e;ci3,.. p.l~!J,*QJ1<tl_(:LfLP'~!l~):J::l.!.§£\g; s i,Q!l_Q!l_"Glc:>gCiJ.:E''t:t;E!Il.1;_''._~__'__'h_ .
p.rac.tice in a Time of Cost Containment" asa key note t.heme which

ha~cbeen. proposed by ~eric.an Group. As a result of preliminary

~~Jtf!~fr.~;$'l.;Bj!t~f:i~R(,~,.,~>~i3::I'!~~~c&rpJ~p and American Group, the'
d':i:scussion, was. concentrated on the subject as to "how to make it

p.ossil:t1e to. file a foreign application with cost effectiveness"

and the fOllowing two c:iiscus~ioIl..itell\swere selected, Theseiterns

Cl-J;e-.,y;e:r..y;;~!:tJi;:e+es_ti,IlgJ,n.. th.~,patEmt practice and are fac.tors that
....: .·.,l·.""W~"'-"'~·,~"'_'~~..,. .. .'",.,···.·.· :,.,. __..,:>,. ','""'''_ ,._".' ~ '_'__ :.. _~ ~ _., '.:~' -_ _

would largely affect cost.

ic) . Relationship between Policy in Filing FQreign

1\ppi,i6atIbns'andtheNllmberbfthe"'ForeIgnAppiicatibn's'"

ii.) CO.ordination with Patent Agents Leading to Cost

b.'1h~~{~Ct~V~_C[09f.d,~nation
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')

I
survey that has been conducted by the first cOlliili'i;L-tee'i:;"o'fnltlte!'

Japanese Group and American Group, respectLvely, over tne

coitpbrat'lons that are the members of' PIPA:;jf'd:FFt1fi="ptirp6'~eof'
.... 'Y'-' . ~.' .:'. -'" . " . " '-' ·~,.;·>!·,,·r; ,.. .c." . _'. ~"<''l'i -':'-~ ,:,\,-",,,,-,< :p' i'" '''''_;'':;..-.

us.ing the results as basic information for··ttie··parrel'd:i:!;''Ctiss'ioft,'·

on'thg above-listed items and also introd1ic~J.lc·'H-e arit:ent§\~:8¥c

art,Hyses made by the panel discussion :groilp'-:d-f"':'t.he·)cfi!i;fSitf
-., '.'~. '··-,i-"" 'r-'r-'~1commfttee on the results.o•. .c .: .'.:.' .

, In lnternational Congress which will be Ifgi~at";dfi~.frinciti":iv;

Hf this fall, interesting comparison be!t..Je~fT"'ail-P~rie-~'e?'ilf~l\ib~if
.'-."".~., ..... <-t- '( ... '..... :··.·-··:·,.-·--:.'n'r'~·r· ,,--;-,;', '~".-'., ·"'·':<c'.""'·'

crrrpore t Lons (hereinafter referred to"'as Japan'ese"c6rpora-tidtfS-jl-'

ancf us member corporations (hereiilaf't:.er,:"refer~a.~:-°td:,r'as,'i''Ust

corporations) , between Japanese corporations or,' ;''biitw~eI-i:, taB'" ."
- ... , .... ~.:.; -.-".,> ""->,;.,,,,' ->.~.-- .···~,··,~·,' ..c~,,~~.,.'~~·: .

corporations will be discussed on Globar'Patent P±actfc~"~n'view
of Cost Containment. ",-;,:q ."-:·J~::j.h'i:J2i':'·: )'X

(,.. '-'."

2; Analyses of Survey Results .::: :~:. t::.: ~~:,:tL~ ~" ;·H·~':.' ..,.~"·<;'··;·'r,7(f·l-'·";;·

)
.····'r·-y-· .,...,~..." .. _ .. .;, -<.. .. . - _. .",.. .;: -,- '-, :'-.."" "...... .. ;·k-'~-':':l··-'-·-:.~'>;'"

•. .:r» ';-On the Japanese side, questionnaires"shoWn .. iil"Appentlr:i&""l"
-; ';,' :·'·C·--. '.,',. ',j, ""'-'''''.:' '.~"~/

were distributed for member corporations of the Japane$~"~r.duty

ahd"7-1cdrporations made replies on nine. ;"'Tl1:ebu'sfri:eiss~f:l:en!ds to

whi'ch the corporations pertai~ areas'fdlfdws'i,';;
';)F;{ '.::;:: !~;~ :<",;,.':; ·~:"s::,.:J

'7""'--.. .. - .. ~ ., ,'. -, ,. ~ .. .,.- I'.··<··,:--'···~·· """".-.•-'-,
",' i, Ma'chine/Metal: .,.'0"0. ' .,.C>"'" ",,,,,,,,

.. (which will hereinafter be :dlfi'€rr..€& simfi1:'Y-;-ft~1 Mci't:11-±1re)"
'" . .. .'~' ..... ,.- ''', ._-r.;'-t.".' ":"'r- .
~: 17 corporations . ,..c". "';.,,, "".i;;

<,."_,,,c.
~-' ..~J ..t;:-~.:..:.' 1"'0,

Electric/Electronic Instrumentl ;, ,,e;~:-- (;,""L·";) ..

'-~'. -, ._- ~. ..I- ... " ,•• "_;.-,_.,.<__~.",.,.,~,",."",_._ •-r.__,._~<., ..,.",-".~:._'."
(which will hereinafter be re'f'erred simply"tti'El:ec"t:trc)':"
1 7 corporations -'" . ' ..-. ' v:'",',/f,c,{:

,,..

..., "-~,:'

.I • Chemical: 35 corporations . ':" ,;-?'~:~.q .tn i .~:.

\ '..:."-

u,
:;---;.,

Other: 2 corporations
.,

;:-i~' ,2.n C\.,

',:,,¥ .: _~ t: ."1. ~:.f:; '1t~?);' ;.'.

On the American side, questions Nos .I~t';tc;:jil§·'cmd n;.Ll

to 11-20 of questionnaires shown in Appendix 1 were distributed

for member corporations of the AmericanGroupand-:31J''C'orp6rations

3



mcid-'€~j;~~pri€~ 'oN"time. The business
·':1H-.4:::'..·,· ',;:' ';. :--.,..._-.'"_....~ "":'.:-- ,',

c6rp15iations pertain are as follows:
~ . ".,.

". ,::;.~-,,:.... '. -..

Chemical: 17 corporations

fields to which the
~Lq;jc..

Other: 2 corporations

Wit.hrespect to the results of questionnaire survey, the'

~apaneseresults are shown in Tables 1 and 2 and the US results
a~~';~ii1'\.min;r%bl~;3i'h'Appendix 2. In Tables 1-3, the vertical

.h',,:::). (':;'·,{V-. ;-'''':":~i-i_,.{ .._;e.~t';': '. ': .. .. _ .. _~

colluml'iIiaTc'at':ed 'by'C!Q represents serial numbers of the reply-:
¢;6~~b'i-ati'6h~icra"ifd'('t.bEiho~izontalrow indicated by I-I to II-20'

re~flfs'krfts;~t;stibri;numb~:tsof the questionnaire. The contents 'Of

t'i;1G>t~bres/t.tihl1titexplained. With respect to a single reply type Ie

qU~'s't.i6W:j;;~th;k;;"rtkti:ber . r~presents which reply item has' been .,.,.C...",;.•••.••.•.·•..••.~.;..•...•·'.•l;••.•......••....•.••..••..••..
dh~ck~d\i:~;;!w{thfespect to a plural reply type question,t':1fe .'
J:i.:: -~ ~ J.. >,,', ~"':'ir::-::-,~ ',. "" ..... ..'',' .."" ·····•·· ..n'\imbersrepresent·wh::Lch···reply<Ltems.. ·have····been·checked·.··· ;.• ; .

G2~$~With3~~sp&8t to ~ plural reply type question in which reply

item!; arepr'i~6'l:it.ized;; the numbers show checked items in the

priority order.

When Table 3 is referred to, please pay your attention to

the following. In the table, a hyphen (-) denotes no reply in the
Ugm.,Ml:k ~thi;!;"'an§'iiers to question 1-7, numeral 7 denotes

wnr6Agpi:hi'1'«'br!'i~xclusibtld:fcompetitors'" In the answers to I.;.g.y

fi&ii~iJ·r3,6·'Jc:i\3ngtes"coversa replacement part". In answers"·'to

Jli~WtI6k;tI!.i4,htime~ai~10, 11, 12 and 13 denote, in this order;

........... ,:~~~t~~y'i ..~!··~~Elrrt~",":~1l1:>1~c:~yCl!~Cl:ti(JJ1"! .. "()!1~Cl~E!~:t for one
fiela" and "a4~nti'):who give advice of local laws or

r!i!gulations", respectively.

~ppendix 3 shows the results of the analyses in a visual

~epre!;entation by using a pair of graphs in comparison of the
-,::,",,:;o.·'''::''f?':-: -, _ ;.-, -.- _ ':_,. _.
an~ly~ls results betw~enJapan and US. In Figures of Appendix 3,

h,gl;/. i· 7'(1)' and 7{ 2 )showresults calculated. by weighing so that

4



L)
thr~e points are given to the first priority repl,y o,f.the thI:'E1~".~,

.,.,-."...... ;'..,'(..",'-';"
replies, two points are given to the second ..p:r:,iority ..rel:?~X_,

\ ' . .':. .'~.

thereof and one point is given to the third priority reply, Figs ..

5, 6, 13 (1), 13 (2) 14 (1) and 14 (2) show ratio. of the.P:lJ1lIl?~;r of. ..-, .,.:, .' ~;-..' .;;-:

the replies to the total number with respect to each item, and

Fig. 8 shows the results obtained by counting pnly th~t~~erof
" - ,- "... _.- - ,} ."-~.:-" ~_.' :.;

the first priority reply of the three replies.

?'~.

2-1. Analysis Results of Japanese Corporations According to

Business Field

2.,..1-1. Analyses of Application Cost

I. '::' \-;

?;:

'I
I I

i
I
I
!
I

, I

1

I
IIU

The reply corporations were classified into three gf9~ps"
. - , 'r J._,,~ ,..... ...

i .•e., Machine (17 corporations), Electric, (17y cOJ~?fations),.a~~)

Chemical (35 corporations) (the data of.two.,p.orp9..ratJ9P~,,~!\tFh.

cou'Ld not be classified in any of the grouPsh~VElb,~.~l1,pm(F::>~/~~):;::
Tl1.e average value (see QI-4, Fig. 1(1» of ~.l1~;;o.st~~r"O,pi~

.' , .'" .' .' '.0' .c_ ••" .;;.""' '.~"-:L"~'

s;t.andard domestic application in each group and .the average value
., .....' ' .' . .'.'.' ..... ,:.-;' '>«;.~ '.~ ':: _.• :::'Z::~':~·Jj'~:'j

($ee QI-5, Fig. 2(1» of the cost per one standard US ,application
., .' .'.' '<:':""i;;::;"~:F ;':>~:1-: ~<-.1

are represented by graphs. As shown in Figs. 1 (J L1in~_2(1,), Li,n.
.-- "" -c. .' ... \." ".' _,_. .;, .~, ..sr. .. ;~:;,.~i j .,

either case of one domestic application cost,and..,. pne. f,q;reign.' ' . -, ':~-' ...;. ~--" . .' :.... ,;.'/::

application cost, the cost relation was as follPW~h:", ~,_."
,".~ ,. \~ ~: :"),\"'1' ..';.;;;"

Electric>Machine>Chemical

,'" . .'t!K~: - ~'" c', '", ,','- '", "" •

In consideration of this fact, we first t.houqht; ;t;hat ~t-hljl
;' ~,", _,,;, ,J-!; '/ ':;',

difference in application cost would be due to th,l;!oyt;!;1iq~
_.. ',) \'~, ;,':':\.c;~·:", ~"':, '.

agents' work (i. e., necessity of the agent fees). W~ tl1us,anCi!¥~~g,
. " ,.-, \)~.-""·~,.",: .. ",\~t,,,-~

a rate of the outside agents' work (see QII-1, r,ig. ;3).,fif1?t:,wi:t;h
.' -, 'i·.',; ..;",~'t'.~';'·"3:)

respect to the domestic applications.,. Then, the .8.\l.;tsicie,a,get;l.t;~i

wOrKrateTsaTsoun-derthe-reTatT6n-asfoTTo~;s: .. m.,;;mi~ ;:;~:,~: ; "'...---

Electric>Machine>Chemical

However, with

agent) work for the

respect to the outside

foreign applications (see

5

:.~ '~~: "1.n ':.. J"'I

agents' (de~~st~s
,C",' "".. ,,",,,e?'

QII-8, Fig. 4)r.H
\ ..':; i ' , ":



ha~'been found that the outside agents' work rate of Electric is

l¢.#est. In view of these facts, it is not always said that.tl!ll7

Olilltside a,gents""work rate itself would be a determinative factor

t~Iintrease 'the application cost.

:::<Ll",EY·Ql.1r inference, one of the significant factors which would

determine the application cost would be whether or not the load

imposed on the agents is high during the prosecution. In the

chemical field, since experimental results or data in writing to

be supplied to the agents from the applicants occupy a large

pOtit,ion·:of·thecontents of a specification or remarks, the burden

iimposed ,on.·the,agents thereafter would be small, which would lead'

t.'~j5=on:taimnent'of the agents fee and would reduce the application'

co,st·.;> This.inference is based upon the fact that many chemical

CIl>.:t.p0L"ations in comparison with the other business fields reply

that the>applicant himself prepares a draft specification and

draft remarks for reply to an office action as a service for t.he..

agents (see rig. 5)-.

lncidentally, the reply groups were classified into a group

having a small budget. (700,000 yen or less) for one US

app1iication( see QI-5), a group having an intermediate budget

P:90,000 yen to 1,000,000 yen) and a large budget (1,000,000 yen

o:r{more'r~ and the obligation items (see QII-ll) to the domestic

agent$for;.;preparing a foreign application have been analyzed

(.see../F;i;g;--·6'). It has been found that many corporations grouped

ihicoi';i::he l-arge,budget group demand the domestic agents to review

an:office action and to prepare a draft amendment. This fact also

supports our inference described above.

The analyses of this item involves an interesting

sUg'gestiOIl. For Lnst.ance , since the US attorney fee is based upon

an.ihou.r rate, if the load to be imposed on the agents would be

reduced,' the t.otal charge (outside agents' cost) may be directly

reduced. However, in correspondence with the reduction of load to

be imposed on the agents, personnel expenses for the applicants

(i.e., internal cost) would be increased. In order to reduce the

cost while keeping a quality of patents at a certain level,

there is raised a question as to which balance between the

internal cost and the external cost is preferable. On the other

6
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hand, the Japanese agent fee is based upon items CliliLwell asoca;

~ic fee system, and hence simple reduction of burden to··.tJ¢.;
.\ "')

imposed on the agents would not lead to the reduc·tio.n· of .fee·;>.

However, a part of the Japanese corporations cOllldsuccessfully

reduce the agent fee by various efforts as will be described.

later.

2-1-2. Purpose of Foreign Applications

I
ii

~I

)

The items (see QI-7) witha'priority order forthe.;.purpose,

of the foreign applications by the reply co:r:porations.a,r:$

classified according to a business field (see Fig.·7j.;.Il;l;ca}tY,

business field, it was commonly found that the first priority.dcli!·

"to ensure free sales' in the countries in which the appllcatioDi;;·.

a·re to be filed", and the second priority is "to ensuze- f1=/#:;"

production in the count.rLes .." ,q

However, there is the following difference in the thi:ro;.
priority between the Machine/Electric corporations and the

Chemical corporations. The third priority of theM/Ecorporat.iol;l;~.

i.s . to acquire rights for cross-licensing, whereas the.. thi.,;!:'.c!c,

priority of the Chemical corporations is to export ·technology,.'

This is because, in M/E field in Japan, many corporation~; take,
global business activity and the working of theinventio{IDiSc

basically planned in the foreign countries, whereasa'.-rel;i·:tiv,e).y

large number of the chemical corporations mainly take dozn.ei;;.t:ic

manufacture and sales activities and file the foreign,

applications for the purpose of licensing income through

exporting technology. The analysis results which inqirectly

support this tendency is that the chemical cozpoxat.Lons ha.~ d'

recognition that the invention which reaches the international

or worldwide level (see QI-9, Fig. 8) is to be filed in the

foreign countries.

7



2-2 . Analysis Results According to Number of Applications Filed

by Japariese Corporations

•. 4-2 - 1 . Analysis' Results According to Number of DOmeStic

. Applications

With respect to behavior taken by the Japanese corporations

e. upon payment of agent fee foidomestic applications ,the reply

corporations are grouped according to the number of domestic

applications per one year into three groups, i.e.,a group (19

'qorporations) having the number less than 300, a group (25

corporations) having the number in the range of 300 to 1,000 and

a group (27 corporations) having then-umber more than 1,000.

'Dfthe analysisrestilts, Fig. 9 shows the filing fee (refer

tOQII-7(i)), arid Fig. 10 shows the post-filing fee for preparing

remarks ,amendments, requests for examination and the like (refer

.toQII-7(2) .As is apparent from Figs. 9 and 10, the corporate

group having the small number of the applications pa'Ld the fee in

.·.accordance' with the' fee standardized by' Japanese Patent Agent

.!\.ssociati6nc:ir the fee which was called for by the agents without

c'";',c·-~-~~c:iany,;d·Eseeun-t~eg0t--i-aH0n'o-0n·-t-he-other~hand.,-i-n-·a-l"arge~numb-er<:>f-··-··--_·_-_···

cases, ';ithas been found that the corporate group having the

"farge number of the applications negotiates with the agents or

.:t:irmsabout the fee for each application and makes efforts' to'

reduce the ageritfee. Actually, many corporations .belonging to

the. latter group addedto·the·questionllaire an explanation about

their successful reduction of the agent cost.

Fiom the same point' of view, the results of the

,questionnaire survey of QII-7 (1 land QII-7 (2) have been analyzed

in accordance with a business field (See.Fig. 11) .It has been

..... tpuI1d.!!:\at;(lvf?,J:Y ..I(lJ:gf?,I1llI1l1:>E;ll:' .pt... t.b~·.;; ...e~e<::t;ri<:: ...aDd....me<::h.i:lJlical
corporations which file a large number of applicationsllegotiates

-the· agent fee for each application in comparison with the

chemical corporations.

What would be considered important as a basic condition in

Buell. a negotiation is the intimate coordination between the

qorporations and the agents. Namely, many Japanese corporations

8



Analysis Results According to Number of Foreign

Applications
2-2-2.

The reply corporations were grouped according to the number

of foreign applications per one year into through groups, i.e.,

a group (35 corporations) having applications less than 50", a
group (20 corporations) having the number in the range of 50<'to,.
200 and a group (16 corporations) having applications more than.
200, and the status of payment to outside agents for their work

(see QII-12) has been analyzed. As a result, it has been found

that about 80% of the corporate groups having the applications

less than 50 paid the local agent fee exactly in accordance with
its charged amount, whereas about 80% of the corporate gro~ps

having the applications over 200 negotiated the fee with the
local agents (see Fig. 12(1». Thus, there is the same tendency.

as in the analysis results of the domestic applications.
The reason for dissatisfaction with local agents (see

QII-19) has been analyzed for each corporate group and it has.

been found that the corporate group having the applications over
200 hardly feel difficulty in communication and many corporations

in the corporate group point out the "slow response" (see Fig.
13(1». From this, it is understood that the corporations having
the large number of applications are demanding a high level to

the local agents.

The status of staff in charge of the foreign applications in

patent departments has been analyzed. Any corporate group demands

the ability of language to the staff and take positive posture to

educate the staff on the local language and local patent law or

checkd:raftspecificationsjarj!I:

pro:posedby agents before filing them to

to the preparation of the drafts or

the drafts by themselves (see QII-6). On the basis of such
coordination, the corporate group having the large number of=! a pp1.-n:-a:Ci:on-worrl:cr--succe-s-S±ve-ly-reduce-the-a-gent-fee--w-i-'\::h,i-n-a

--e--- ~-reaso-i'labie~range:----- ---- ------ ---~----- --------- --~, -- ------.---"----

9



to locate the local staff in foreign countries (see Fig .• 14 (1) ) .

The Japanese corporations' efforts to reduce the domestic

agent fee has been described in the foregoing paragraph 2-2-1. In

the same way, we would like to point out another interesting

feature as to the local agent fee. Namely, asa 'matter of fact,

.t.he Japanese corporations actively invest internal costs as shown

!in Fig. 14(1) in order to reduce the local agent fee (external

cos t s ) . As a result, for instance, from Fig. 15 graphically

,showing the answers to QII-16 of the questionnaire, it is

'apparent that about one third of the Japanese corporations

internally make translations into local languages. Also, Fig. 16

graphically shows the questionnaire result of QII-17, i.e., that

the language used in the communication between the local agents

and almost all the Japanese corporations is not Japanese but

English. In this case, the translation cost may be saved to a

considerable amount.

2-3. Comparison in Analyzed Results between Japanese and American

Corporations

Fields

American corporations were grouped into Machine, Electric

and Chemical groups according to a business field (Two

corporations which do not belong to any field have been omitted

from the analyses). An average value of each group in costs for

a standard domestic application (see Fig. 1(2» and an average

value of each group in costs for a standard Japanese application

(see Fig. 2 ( 2 » are shown in graphs.

The order of the costs of the American for one

domestic application is as follows:

Machine>Electric>Chemical.

This is the same as that of the Japanese corporations.

However, the order of the costs of the American Corporations for

10
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application is as follows: ..

fields and the change or modification of such a style would be

authOrized to Japanese agents to thereby increase the translation

fee or the specification preparation and study fee.

However, t.here is a general tendency that the domestic

application cost and the Japanese application cost by the.

American corporations would be lower than the domestic

application and US application by the Japanese corporations. This'

would be based upon the fact that in general, the American.

corporations do not use the domestic agent or fim and the

corporations would pay their·careful attention to the.

Chemical>Electric>Machine:

t.he

·The

order is qUite different. from the order of.

corporations, Le., Electric>Machine>Chemicalo

This

Japanese

costs.

Analyzing the priority order items relating to the purpose

of the foreign applications by the American corpora.tions (see

Fig. 7(2» in comparison with the purpose of the Japanese

corporations shown in Fig. 7(1), many American corporations aim

to enjoy "monopoly" or "exclusive right against competitors". In

contrast, a relatively large number of the Japanese corporations

aim "ensuring the free production" and "ensuring the free

sales". This tendency is remarkable in the replies from the

chemical corporations in both Japan and US. This may be the case

in Japan and US as a whole. However, in the electric field, such

a tendency is not so remarkable. We think that the

above-described difference would be based upon the fact that the

American corporations recognize that the effect of patent would

be aggressive but the Japanese corporations recognize that the

2-3-2. Analyses of Purpose of Foreign Applications for Each

Business Field

11



effect would be protective.

2-3-3. Analyses of Application Number

As shown in Tables 1 and 2, in Japan without exception, the

number of the domestic application is greater than the number of

the foreign application. However, in the American corporations,

there are seven corporations which have the larger number of the

foreign applications than that of the domestic application, and

there are several corporations which have almost the same number

of the foreign application as that of the domestic application.

This result shows an important difference in patent recognition,

and we are rather surprised at the result. In Japan, it would be

an almoSt common sense that a corporate first file an invention

mainly for the protection of the technology to be worked by the

corporate, and will file a foreign application by selecting the

important invention from t.he :domestic applications. However, in

.. US, a relatively large number of the corporations would think it

important to obtain a license income.

Grouping the reply corporations into three groups according

to the number of the foreign application per one year also in the

American corporations in the same manner as shown in Fig. 12(1)

in case of the Japanese corporations, the status of payment of

the agent fee has been analyzed (see Fig. 12(2)). However, in

order to analyze the status relating to the Japanese agents, Fig.

12(1) is directed to the domestic (Japanese) agents' fee for the

foreign applications and Fig. 12 (2) is directed to the local

Japanese agents' fee for the In............
Japan and US, many corporations which are classified into the

group having the large number of foreign applications negotiate

the agents' fee for each case and have a high attention to the

costs. It is also not negligible that the special demands or

requests to the agents are increased by the scale power, i.e.,

the increased number of the applications. This would not make any

12



groups in 0

per 'one

in the same manner as

corporations to the contents of

agents have been ana.lyzed for

3 • Summary of Questionnaire Results

Classifying the reply corporations into three groups in

accordance with several parameters for analyzing the

questionnaire results, the characteristic policy and behavior

taken by the respective groups were compared and observed by the

difference between Japan and US is that many

co.rpoxat.Lons vhe.s dissatisfaction with too passive service and

poor leadership in professional work, and many Japanese

corporations has dissatisfaction with the slow response. This

difference is interesting and would be caused by difference in

nationality between Japan and US. Namely, in US, the expect that

the agents should be specialists and in Japan, a quick response

is highly required due to the feeling that tl).e slow activity

would be "gross negligence".

Classifying the reply corporations into three groups in

accordance with the number of the·foreign applications per one

year also in the Arrterican corporations in the same manner as in

Fig. 14(1) in case of the Japanese corporations, the status of.

the staff in charge of the foreign applications in the patent

department has been analyzed (see Fig. 14(2». In general, it is

said in comparison between the Japanese and Arrterican corporations

that many Japanese corporations are very earnest over the staff

education on the languages and local patent law including sending

liaisons or trainees . Also, in US, almost all the American

corporations educate the staff for the foreign applications but

also in this case the ability of the local languages would not be

a necessary condition. There are few cases that the liaisons or

trainees are sent to the local places.

difference between Japan and US as a whole.

Classifying the reply corporations into three

the number of

year alsbin the Arrterican

Fig. 13 ( 1) o·in case of the Japanese

the dissatisfaction with the Tocal

13



questionnaire results. Further, with respect to the part of

questions relating to the coordination with agents, the grouping

.according to the parameters as mentioned before was not effected,

and the policy and behavior between the Japanese and American

corporations were reviewed. The results were explained before but

several interesting facts will be again summarized as follows:

Classifying the Japanese reply corporations into three

groups in accordance with a business field, it has been found

that in either domestic or foreign applications, the difference

in application cost for one application is remarkable among the

business fields. However, it has been also found that the

application cost is not always corresponding to the outside

agents' work rate, i.e., a frequency of filing domestic

application or foreign applications through outside domestic

agents. Next, it has been found that there is the difference in

priority order of the purpose of filing the foreign applications

among the business fields. In Japan, this would be due to the

fact that the electric and mechanical fields are quite different

from the chemical field in the extent of the global business

development.

groups in accordance with a parameter, i.e., the number of the

application, either in the domestic application number or the

foreign application number, the group having a large number of

applications very reasonably controls the agents and is earnest

over the education or training of the staff in charge of the

foreign applications. The corporations belonging to this group

would aim the reduction in application costs, particularly, agent

fee and translation fee through such efforts. Accordingly, in

order to effectively reduce the cost for the patent applications,

it is necessary to review not only the external cost such as

agent fee but also the internal costs such as costs; """ """

personnel expenses for patent department staff as the "cost

concept" .

The remarkable Characteristics recognized through the

Japanese reply corporations as a whole are a cooperative work

share relationship, between the corporations and the agents, such

14



_ _ _ with

services case by case. Also, in ozde.r to keep such a

~ .';#:I ~.lat..hon.s.hi.p-w.i...t~th.e.-loic.a..l_~g~nj;,.s_~th.!;LP.~t.eJ)'j;.~Q.~p_a,.rtm~nt~--,s""t",a",f".-f".-~--,---,-~=

or""l"ii!fi'S'OtiS'"mai'tflY"'irt"C::h'arge'of""tIte'"'forei'gn"appl'i'cat'i:ons'"have'" ",.
,... .....

been quite often sent to the local places.

In comparison of the questionnaire results between Japan

and US, it has been found that in both domestic and foreign

applications, the application cost for one application in US

corporation is somewhat lower than that in Japanese corporations.

This is mainly because no work is made by the outside domestic

agents. However, in the case where a large number of domestic

applications and foreign applications are filed by the Japanese

corporations, the "outside agents' work" system would be

effective. With respect to the purpose of the .... foreign

applications, there is a remarkable and basic difference between

Japan and US, which would be due to a difference in recognition

of the patent right. The difference in recognition would

correspond to a difference in ratio in number between the

domestic applications and foreign applications. With respect to

the staff education for coping with the foreign applications, the

Japanese corporations are much more earnest than the US

corporations. This would cause a difference in internal costs

between Japan and US. It is however not negligible to see the

background that English is actually almost an international

common language.

15



[Appendix 1 ]

QUESTIONNAIRE

This questionnaire consists of two parts. Part I has

questions relating to general matters and patent policy and

Part II relates to agents for patent filing.

[Attention should be paid to the following points (1) - (4)

when answering questions below.]

(1) The term "application" means a patent application or

utility model application.

(2) The term "filing cost(s)" means all cost for filing

through registration to be disbursed outside, including

agent's fee.

(3) The term "agent" means a general attorney, patent attorney

Or patent agent who belongs to an outside patent or law firm.
" "" """"""~m."·".. .....""~ m m."··•• · ••• " ..•. "".""."m"~+~"m .....

The term "domestic" agent" means an agent who lives in the US,

and the term "local agent" means an agent who lives in a

fore~gn filing country.

(4) In answering questions having an item "0 Others (Specify:

)", please write your specific answer wi thin the

parenthesis if other items are not applicable to your

situation.

I. General Matters and Patent Policy

I-I Please identify industrial category of your company.

o I. Machinery/Metal

o 3. Chemicals

16

o 2.Electronics

o 4" Others ~Specify:



o z. U5$2,000-2,999

04 U5$5,000-6,999

06.300 cases or more

o z. 20-49 cases

04.100-199 cases

o 4 300-399 cases

o b. 500-999 cases

o l. Less than U5$2,0'OO

o .3 U5$3,000-4,999

<> 5 U5$7, 000 or more

o .3 50-99 cases .

o 5 200-299 cases

o I. Less than 20 cases

o 3. 200-299 cases

c 5. 400-499 cases

1-4 How much on the average does your company pay in filing
costs per domestic application?

1-3 How many foreign applications· did your company file in
19.92? (Count application themes regardless of the number of
foreign filing countries)

1-5 ·How much on the average does your company pay in filing
costs per foreign application in Japan?

<> l. Less than U5$5,000

o .5. U5$7 ,000-9,999

o Z U5$5,000-6,999

04 U5$10,000 or more

1-6 If you have the impression that the filing cost for filing
a foreign application in Japan is expensive, what do you think
the main cause of the expensiveness is? (Check all applicable
items)

o i. Translation fee at filing

o 2 Domestic agent's fee at filing

o .s Local agent's fee at filing

o 4 Translation fee during prosecution

17



05 Domestic agent's fee for prosecution

o b.Local agent's fee for prosecution

I-7 What are your purposes in filing a foreign application?
(Check the major three items and prioritize them.)

0 I. To insure free production in the foreign country

o Z To insure free sale in the foreign country

0.3 To obtain royalties for licensing

04 To acquire a right for cross-licensing

o 5. To improve the image of your company

o b.To export technology

<> 7 Others (Specify:

I-8 What are the criteria for selecting cOuntries for foreign
filing? (Check the major three items and prioritize them.)

o I. A .country where covered products are manufactured or
expected to be manufactured

<:> zn,Ac:ollIl1:t:Y1:()\<JhE!t:E!C::ClvE!rE!cJpr0cJllc:1:l3 .. areex:portE!.d or nn.....
expected to be exported

o .3 A country where a strong competitor exists

04 A country having a big marker for covered products

o 5.A country to where technology is to be exported

o bPreviously chosed standard country

o 7 Others (Specify:

I-9 What kind' of inventions are selected for filing foreign
...... q,PP.:J.Jpq,1;.i,.Pll.s?. tGhlitc:Js .. t,hE!.IDgjgj:'..t.bl:'..e.e...i,.j:ems q,nd.pr;JQl:'Jti,.?e •...

them. )

o Basic invention

o 2. Invention to be applied to products in the foreign
country

18



can5. Invention based on which
counted on

A~Others (Specify:

04. Clearly patentable invention

II-l What percentage of your domestic applications are filed
by an outside agent?

The following questions, II-l. to 11-7, relate to your use

of outside agents in filing domestic applications.

II. Agent

II~2 Currently, how many outside agents (patent,attorneys) are
you using? . .

Ob.under 20% 07.under 10% 050%

. 01.100%

05.30%

Oz. over 80% 030ver 50% 04undei 50%

11-3 Indicate the three main criteria which you use when
choosing an outside agent (patent attorney).

0\ 0

oin to 30

021 to 5

0)31 to 50

0.36 to 10

Obover 50

o !.field of technological expertise

o (.location of agent's office

o j agent I s experience

o 4 personal contacts

o :':. choose big agent

o I::> choose cheap agent

o 7 agent prepared to go extra mile

19



1I-4 Have you ever switched agents (patent attorneys)?

o I. Yes

Reasons

o Z High fees

o 3. Poor performance

o 4 Your 'usual man' there became unavailable

O. 5. You were making fewer applications

o bNo

II~5 Do you have outside agents do any of the following?
(multiple answer)

o I. Meet with inventors to formulate specifications

o Z. Send you specifications before application (for
checking by inventors and/or patent department)

o jAnalyze rejection notifications and send you
recommendations

<> 4 Send you arguments (proposals) and/or amendments
(proposals)

o 5 ( )

II-6 Do your inventors a.nd/or patent department provide your
outside agents with any of the following? (multiple answer)

o I. Advice/clarification concerning subject matter of
invention

o Z.outline specification

o 3 Draft specification

o ~argument/amenrlm.nt proposals for response to
notification of reasons for rejection

20
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(2) Prosecutions (arguments, amendments, examination requests)

outside agents'

o ,) usually pay more
o 4. less than Japan Attorney Association standard

standard 1' .... '"

o I. According to Japan Patent Attorney Association
standard fees

o 5. No particular process - just pay what agent bills us

Filing Applications

o 2. Agreed case-by-case with agent using Japan Patent
Attorney Association standard fees for reference

1I-7

o Z. Agreed case-by-case wi t·h agent using Japan Patent
Attorney Association standard fees for reference

o :>. usually pay more
o 4 less than Japan Attorney Association standard

o 5 No particular process - just pay what agent bills us

(3) When both arguments/amendments are submitted

o I. pay the sum of the fees for the argument and the
amendment

o Z pay for just the argument

o ~ pay for just the amendment

21



04. pay half the sum of the fees for the argument and the
amendment

o 5no particular process - just pay what agent bills us

(4) Examination request associated with an amendment

o L pay the sum of the fees for the examination· request
and the amendment

o '.pay for just the examination request

o 3. pay half the sum of the fees for the examination
request and the amendment

o 4. no particular process - just pay what agent bills us

The following questions, .II-S to II-20, relate to your use

of agents in filing foreign applications.

II-a. What percentage of your foreign applications are filed
through a domestic agent?

II-9 Currently, how many domestic agents are you using to file
foreign applications?

0,.100%

0~30%

OZover SO% 05 over 50% O.:under 50%

O~.under 20% O::under 10% 0:0%

22



for

OJ.Agent's experience (no. of years)

o 4. Agent's size

o I. An agent who has

o 5 Choose agent having connections with a well-known
firm (a local agent) in the foreign country

a
Please also indicate your order of priority.

o b. Cheap

o 7 Agent willing to go extra mile

o E> ( )

o I Meet with inventors to formulate specification

O~ Analyze rejection notifications and send you
recommendations

foreign
(multiple

agents filing
the following?

specifications in Japanese before
(for checking by inventors and/or patent

have domestic
you do any of

OZ. send you
application
department)

o ~. Send you arguments (proposals) and/or amendments
(proposals)

II-ll Do you
applications for
answer)

23



II-12 How are your domestic agents' fees for foreign
application work determined (in ordinary cases)?

o 5. Human connection

6-10

05 6-10

1-5 OJ

16 or more

05.. 16 or more

OZ. 1-5

OZ.

05.

(1) in Japan

01. 0

04. 11-15

(2 ) in Europe

01. 0

04 11-15

o j ( )

o Z. No particular process - just pay what agent bills us

o I. Agreed with agent case-by-case

is employed)

0) Agent's career

04 Existence of US branch

o ~ Regular visit to US

06 Inexpensive charge

o ? An unreasonable demand is sometimes filled

o I. Specialty in technical field

02 Firm's location

II-13 How many local agents (firms) do you use for filing
foreign applications?

I I -14 Whafaie EhecriEerTa £6r selectirig .. 16caFagerits
filing foreign applications? (Check the major three items and
prioritize them.)

24



OZ. An outside translation service (including patent
firm) in the OS

to file a foreign
original specification

---'----'--'----)

---------)

of job do you ask agents to do
Check all applicable

What

o I. TO check Japanese Specification and Claims before
filing

O-~.~To.-analyze_. Qf·f i cial .Ac.tion ~~(,Reason_.A~.f.~Jl..ef.u~lj:llL_§'!lct _~_ .._
report the result

<>4. Others (Specify:

<> j To make proposed amendment and/or brief (rebuttal
opinion)

o ,5 Local agent

<> 4 Others (Specify:

(1) Language:

o : English

<> 2 Japanese

II-IS

OLYour company

II-17 How do you communicate with a local agent handling
your foreign application?

II-16 When asking a local agent
application, who translates an English
into Japanese?

<> ~ Agent's native language other than English or
Japanese

(2) Method of· communication:

o Meeting

<> = Telephone

25



o .5. Facsimile

04. Difficulty in communicating with an agent, due to

o 1. Slow response

o ~Others (Specify:
\

_________l·

_________l

training patent staff in charge of
to have a command of local language of

04. Mail

o 5 Others (Specify:

Do you have any dissatisfaction with a local agent?

o 2 Educating or
foreign-filing
filing country

o I. By negotiation with an individual agent

o 2. Accept agent's charging

03 Others (Specify:

o I. Patent staff in charge of foreign-filing is demanded
to have a command of local language of filing

o 5. Too passive, little professional advice or
recommendation

o 5. Cost is expensive because a local agent frequently
charges translation fee.

o 2. Too active, charging agent's fee for uninstructed
excessive work

II-20 Regarding foreign-filing, what activities among the
followings does your company do?

II-19

II-18 In case of asking a local agent. to file foreign
applications, how do you decide the agent's fee?

26



e

o 5. Educating or training the above resident (s ) in Japan
to have knowledge of the Japanese Patent Law
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Offensive: Its object is not only to
protect one's own technology
but also to exclude the
sharing-in of others (i.e.
prohibition of use) and to
give a license. Many pioneer
inventions are within this
category.

Defensive: Its object is to protect the
technology used in one's own, <

company. Many peripheral
technologies surrounding the
pioneer invention are within
this category.

• Strategic

In Japan, applications with an offensive object are not so
many as yet but the applications with a defensive object still
constitute a mainstream. Even the application with an object
of protecting one's own technology is very important for that
enterprise to carry out the business with a sense of security.
Thus, we believe that such an application has a strategic
factor with a viewpoint that how the developed technology is
protected by patent rights. Accordingly, in this paper, both
offensive and defensive applications are defined to be
strategic applications.

Patent applications are classified in terms of obje.ct of
the application as follows.

In recent years, the importance of intellectual property
right i;n2bdsiness' scene is, nforeand more increasing. A.S a

changed from preventing other companies from obtaining patent
and protecting one's own technology, to monopolizing one's own

, ,,~~ te~hnolo9-y-and-l-icensing-tO-other-s-.--Thus-r--s-tr.a-tegic-fiJ.-in9-'-0£ '
- ---_.~ - ------ -p',itent--ap'pliea1:ion"s-and" -oobi-n-ing -pat-e-nt-s' whicihar-e-di-recUy- --- -- - ---

connected to business are becoming more and more important.

As a part of a big theme, "strategic method for filing
applications and obtaining rights", this paper focuses on
divisional applications and investigates their strategic
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utilizations.
chosen as our

In this paper, the divisional applications
theme for the following two reasons:

are

11-1 Regulations in the Japanese Applications

II. Divisional Application System

Div~sion of an application is to file a new application for
one or more fnvenEIonswhenfheafreadY:fIledappEcation··
describes two or more inventions in its specification or
drawing(s) (Patent Law, Article 44). When a divisional
application . is appropriately filed in accordance with the
provisions of Article 44 of the Patent Law, said divisional r::
application is regarded as being filed on the filing date of ~.I

the parent application. Accordingly, it is advantageous that

~ A primary object of divisional application in the
patent system is to retrieve an invention which does not meet
the legal requirement for incorporating plural inventions in a
single applicatiop. However, there is a possibility that the
invention which was not originally cl;aimed may be newly
claimed whereby strategic claims meeting the market movement
may be added.

CD The patent right obtained even by means of divisional
applications would be important to the applicant and there
fore, strategic factor may be contained in dr;afting claims;
and

(1) Significance of Divisional Applications

This paper has an object of contributing to the strategic
corporate activity for obtaining patent rights, introduces the
actual state of utilization of divisional applications and
proposes the strategic method of utilization. More
specifically, we analyzed timing of filing the divisional
application and the relation between the parent and the

·divisionaFapplicationswhich were published in m1992.Based

upon the result of the analysis, we introduce the examples of
strategic utilization of divisional applications and propose
the strategic means for utilizing those.
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hb drawback is 'fC;uridinJudgin~ patentability." Adlvisiona1
application may be filed when the applicant wishes but ,:in
many cases, it is filed against the official action in which
the Exa~iIler pointed out the lack of unity of invention.

,

(2) Possible Applicant for "Divisional Application

;~. • The .iiEplicanff6rthe iparent applicatlonat,the '.• ,time ,of
::.::J,;t~C~".....~..(UVis.ion~1.~apP1ication.can~'do.that., •.~If~the.parent.application ....~.~.~~.

was assigned before the diyisi<:ma1app1ication, said assignee
is capable of filing the divisional application. In case of
application, filed by two or more applicants, it is necessary
that divisional application be filed by all of such co
applicants.

(3) Subject Matters for Divisional Application

Principally, divisional application can be filed on an
invention which is described in the original specification,
claims or drawing(s) of the parent application. Accordingly,
it is possible to file a divisional application for a part of
two or more inventions described in the original c1aim(s) in
the parent application and also to file a divisional
application for an invention described in the part other than
the claims of the parent invention, i.e. in the specification
(detailed description of the invention) or in the drawing(s).

In the past, the Japanese MPEP regulated that, once a
Notice of Publication of the Application is issued from the
Examiner, only the invention which was described in the claims
can be divided out. However, at present, it is possible to
file a divisional application for an invention which was not
described in the .c1aim even after the above Notice is issued
(cf. Decision Sho-58[Gyo-tsuj140 issued from the Supreme Court
on 13th March, 1981). It should, however, be noted that the
part which was deleted from the specification by an Amendment
filed before the publication cannot be basis for a divisional
application after the above Notice is issued. (cf. Decision

"
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Sho-57 [Gyo-ke ]225 issued from Tokyo High Court on 23rd May,
1984).

(4) Applicable Time Period For Filing Divisional Application

A diviSional application may be filed when the
specification can be amended (cf. Article 44 of the Patent
Law). Thus, it is possible to do that during the following
time periods.

• within one year and three months from the filing date;

• upon filing of a request for examination by the
applicant;

• within 3 months from the date of receipt of notifica
tion. that the request for examination from the third
party was filed:

• within a period when a reply can be filed against the
official action;

within 30 days from the date of filing an appeal trial

against th.e re:jecti0n. ofn~hel!Pplic:at:i()n.; and

• within a period for filing a reply against the
opposition.

(5) Procedures for the divisional Application

CD New specification and drawing(s) should be attached
to the application document and filed with the JPO. The
parent application is to be indicated in this application
(cf. Form 13; Patent Enforcement Regulations, Article
23). .omission of drawings by mere referring thereto is

~ Claiming of priority on Paris Convention, claiming of
domestic priority and request of application .ofgrace
period should be freshly conducted.
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® Request for examination for the divisional applica
tion should be conducted independentlylrom that for the
parent application. When the .divisionalapplication is
filed seven years or more afte.r the parent application
was filed, a request for examination for the divisional
application may be filed within 30 days from the filing
date of the divisional application.

® When the parent application is to be amended, that
should be done together with.the filing of the divisional

Filing of power .of attorney". assignment, nationality
certificate, priority . certificate' (iconvention· document),
certificate for grace period, etc. may be omitted by

to those of the parent application.

(6) Bow the Divisional Application is regarded

<D Due divisional application is regarded as being filed
on the filing date of the parent application (cf. Article
44 of the Patent Law). Claiming the priority for the
parent application may be regarded to be effective as

well.

GD In an undue divisional application, the above
mentioned retroactivity of filing date is not allowed but
such divisional application is regarded to be filed on
its actual filing date. In that case, it is usual that
the Laid Open Gazette of the parent application is taken
into consideration in judging the novelty and the
inventive step of the divisional application.

11-2. Comparison with Divisional Application System in Other
Countries

For better understanding of the Japanese divisional
application system, it will be compared with those in other
countries. U.S.A. and EPC were taken as examples of other
countries. Result of the comparison is given in Table 1. So
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far as the United States are concerned, comparison was made
including the continuation applications (i.e. bothCAand CIP)
because of the following reasons.

applicant has no longer an opportunity of filing a divisional
application. Accordingly, in Japan, it is necessary for the
applicant to decide whether a divisional application is to be
filed when the. applicant is going to carry out each of
actions. It is especially important for the applicant to
consider whether the divisional application is to be filed to

CA is primarily a system for relieving additions and
amendments of claims while CIP is that for relieving addition
of new matterS and their objects seem to be different from
that of divisional application system. However, in those
continuation applications, it is possible to add and amend
claims depending upon the content disclosed in a part of the
parent application like the divisional application system
whereby the continuation applications can be used in the same
way as the divisional one. Accordingly, our comparison was
made including CA and CIP as well.

paltelntE!d,~+-h."Op,pO;si1:io,n,

One of the differences in the divisional application system
in Japan from those in U.S.A. and EPC is the term allowed for
filing divisional application. In U.S.A. and in EPC,
divisional application may be filed at any time until the
application is issued/patented or is abandoned while, in
Japan, divisional application can be filed during the limited
period. only when c:ertain action can be carried out from the

.................•.~ ...

applicant such as, for example, at the time of filing a
request for examination or within a period for filing a reply
against the official action if one year and three months have
elapsed since the filing date. For example, in the United
States, it is possible that the> claims canceled during a
period for requirement of restriction can be subjected to a
divisional application even after the notice of allowance is
issued. However, in Japan, when an official action for the
lack of unity of invention is. issued, the parent application
can be amended to cancel some claims. But if said application
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(1) Method for the Search

shall refer to. the countermeasure .when the
issued from the JPO .to the effect that the parent

parent application is withdrawn, th~divis.ional application. is

regarded to be contrary to the legal requirements (cf. chapter

6.4 "Division of Application" in MPEP of JPO). As a result, .

said divisional application will be regarded to be filed upon.

filing of.the divisional application. In. thCitcase,.theremCiY
be no problem if said date is prior to. the laid-open date of

the parent application. However, in many cases, said dace
will be after the laid-open date of the parent application
when the divisional application is rejected in view of

"substantially same"whereby there is a bigpOsf;~bilitythat ..0

the divisional application is rejected in terms of noveltY·and

inventive step depending upon the content of the parent

application which has been laid open already. Consequently,

when the rejection is issued because of the reason that both

parent and divisional applications are substantially the same,

the measure that will be taken by the applicant is either one

of those applications is amended so that they are not
substantially the same any more or the divisional application
is withdrawn.

With an object how divisional applications are utilized in
each of technical fields, all of patent applications which
were published (after examination) during 1992 (from January 1
to December 31) were checked and total publication numbers

III. State of Utilization of Divisional Application

III-l. Rate of divisional Applications in All of Published
Applications

Then, we
rejection is

extent when>therequest for examinationiEl Hle~:witq jthe

cJPO.ThisJoisbecause that might be the last.chance foor filing

the divisional application if the application is allowed

receiving neither official action nor " .
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(A), numbers (B) of divisional applications in A and their
rate (i~e. BfA) were searched in accordance with the IPC (only
the first-given IPC was checked).

many (50 cases or more).

(1) Method of the Search

A61F (pharmaceuticals), COl (inorganic), C07
(organic) and C08 (organic polymers) 1

* Chemical:

* Mechanical: FOl to F04 (machines or pumps)1

111-2. When the Divisional Applications were Filed

If there are many "strategically divided" applications, it

is presumed that there are many voluntary divisions when the
request for examination was filed and also many divisional
applications after publication (_fter examination).
Therefore, we checked when the divisional applications were
filed. The search was conducted as follows. Thus, among the
divisional applications which were published from January 1 to
December 31 of 1992, the follOwing (sub)classes were chosen in

The search result for each section of the IPC is given in
Table 2. From Table 2, it is apparent that, almost
independently of the technical field, the rate of the
divisional applications to the total publications is around 2
to 4%. Most of the patent applications searched are the
applications which were filed before January 1, 1988 when the
Amended Multi-Claim system was adopted by the JPO.

The search was conducted using PATOLIS which is a database
of JAPIO (Japan Patent Information Organization) and the
numbers of total publications and of divisional applications
were checked according to sections A to H of the IPC. Only
the first-given IPC was searched so that duplication of the
search result was avoided.

(2) Result of the Search
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'G02 .• ('optical),< G03.(photography) and ,G06
(calculators); and

t:»
each
each

for
for

application (parent
the filing number of

date,
publication date

were searched

filing number of the related
application) was searched out of
the divisional application;

filing number, filing
publication number and
divisional application
classification;

Electrical: HOl (electric elements) and H04 (electric

iv) time when the division was made was decided out of the
case history of the original application anda.lso of
the filing date of the divisional application.

iii) case history of the original application during
examination was searched; and

ii)

i)

used for' the search and' the searc,h was
conducted in accordance with the following steps.

The stage of filing divisional application was roughly
classified into before and after publication and the numbers
were ,counted for further classifications as given below.

A. Before Publication

Al: within one year and three months from the date of
filing (Article 17)

A2: together with the request for examination (no. 1 of
Article 17 bis)

A3: within three months when the official notice
advising of request for, .examination from the third
party was received (no. 2 of Article 17 bis)
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A4: within a term from the receipt of the official
action (no. 3 of Article 17 bis)

AS: within 30 days from the date of filing an appeal
trial against the rejection (no. 4 of Article 17.
bis) •

B. After Publication

Bl: within a term from the receipt of opposition

(Article 64)

B2: within a term from the receipt of official action
(no. 3, Article 17 bis)

B3: within 30 days from the date of filing an appeal
trial against the rejection (no. 4 of Article bis)

The reason why we classified the cases into before and
after publication is as follows.

The.divisionll:l application ·after publication is those after
receiving opposition and, since the degreE! of importance of
said application in that particular technical fiel(i

,,_ ....•__.'N"", N' u_" .. " ..._. ,". "_.n,_,_,,,...•'-,.,, ..,, ...." , __ .., ..••_ ..... "0 '_."""" ."_0__,',_ '" .,,' "0 _0,',""""'_ '0" 'n_ .. ,,_~_'~' ,,_ " ,'_"" "'M"."'.' -,-··,··c,mo." •.,,-,- "" '" ",,,,. , ,,--~.,. ".,, __•••

speculated as a result of being opposed, it is well presumed
that such a divisional application is with claims in which
mu.ltifacial protection of technology of one's own company is
taken into consideration or is with claims in which the
possibility of licensing to others is taken into consideration
as a result of being conscious of developed products of other
companies.

With ·regard to the divisional applications filed after
receiving the official action (Le. A3. andB2), the cases both

(2) Result of the Search

The result of the search on the timing for divisional
applications is given in Fig. 1 in which the numbers of the
divisional applications to total publications for each
classified area are given in ribbon graphs. It is clear from
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whole graphs that there are many ,divisional ,.applicat.ions., filed
>!,'. .,,"", ,... ,">' '"," .." ,"f '," ,W':"", "".,.."..s -',..,,' ,.,': ".__ .... ,'." .. ".. '" ""'... ,',',,_i ':'''_\:'''<.'i" ' """"'~":'" "_,,.,:_"'_:_';;',""':" ."" ..'0,.,,( :"',' .",•• y: '''''':''' ,," Y?'i';::'"''::_''''-'';''';;'':''~'';«i;j:''''' ",,',:, _,'__",,' ':., :,~(

wi thin a term from receipt of. official. .actions prior to ,the
.,._,'.,.,':' "..' ,_,,'.. ",....', ".",~ "." nO_,,, ',',". ,"',' -"'":"':""'.'-'0'. _':." ",. ',.,_ .""0 .,,""."'~ ,," i_" _",,' •• "0.'" ":_",...,,, _"h\'_.,,,,, i.,'" "~i. """.,.~, ,_.'" _.,'," ,':', <." ':".: """ .C.-..... ,.._,... (,_.,_.,' "",' "",;,.~'.,,, ';':'--":"'"-0.-',,,,_, , ','

publication Howev.er,. with regard. to, the rate for each

divisional timing, there are .considerable diffe,rences among

the technical fields.

Thus, inachemI(:~:L,fI~i~,dIvi.~I()l1ai~~~ii'?~ti()~~«a~€er
~~I .the-r.e.c.eip.LoLoff.iciii l-ClC_t,i.o.n_a.r_~a.r;;=!l}Jl-gq=a!\l... a.r_o?un.4dLtc() ••• ~_Q l,,-c~-=-"'=~==

-'-1---'-- --- ~:qu::~al.~~~iV~:::::::~:~i-::~ti~:::~bU:;::hrOS::::f:::r::=w:::",m.==="",=.
relatively in small numbers. On the other hand, in

mechanical, physical and electrical fields, the result is

that, though there are some difference among the fields, the

numbers of divisional applications ~ithin a term after receipt

.of official action before publication is considerably less

(around 30 to 40%) as compared with the case in the chemical

field while divisional applications upon filing an appeal

trial are as many as around 20 to 30%. Further, with regard

to thediv.isional applicatiqns... made after. publication, the
numbers are around 10 to 20% except·in G02.

Discussions will be made for each technical field as

hereunder.

(3) Discussions

(al Chemical Field

Numbers of divisional applications within a term upon.
receipt of official action before publication are as many as
around 70 to 80% of total cases. The reason will be that, in
chemical field, the rate of applications filed by foreign

enterprises in the total divisional applications is very high
as compared with other fields as shown in Fig. 2.

Thus, when foreign enterprises filed their applications
with the JPO, it is likely that many of them are based upon
the claims filed in their home countries. It seems that,
though such claims meet with the requirements for unity of

invention in their own countries, many of them do not satisfy
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the regulations for the same in Japan. Thus, most of the
applications were filed in 1987 or before that. year prior to
the enforcement of amended multi-claim system in Japan and,
since the conditions were rather severe as compared with other
countries, their claims do not seem to meet with such old
requirements. Therefore, it seems to us that, when they
received official action from the Examiner, they checked the
content of the specification so as to meet with the Japanese
requirements and took a measure of filing a divisional
applications for the claims which did not satisfy the
regulation whereby the rate of divisional applications within
a term after receipt of official actions before publication is
high. For example, in C07, there are many cases wherein
claims for intermediates which were not allowed under the old
regulation are subjected to the divisional application.

In addition, the numbers of divisional applications filed
on a voluntary basis such as those together with the request
for examination are small as compared with other technical
fields. In the chemical field, an invention clearly
corresponds to working examples, and it is difficult to find a
different invention from the same working examples to. file
divisional application. For example, when a divisional
application for an invention on use is intended to be filed
from an application having no working examples concerning such
use, it will be rather difficult to do that without addition
of an examples corresponding to such use.

On the other hand, in electrical and mechanical fields,
there may be plural potential inventions which can be
extracted from examples and drawings and it will be relatively
easy to file a divisional application based thereon.

,
wherein divisional applications are filed in early stage such
as together with the request for examination from a
strategical viewpoint paying attention to the movement of
other companies are small as compared with the fields of
physics, electricity and machinery.
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(l?)~hYlil~9~:L' elec.t.rical.and Mechanical Fields

'While the timing· for filing divisional application~' are

concentrated to within a term after receipt· of official

actions in· chemical field, the timing is relatively diversed

rather uniformiy in physical, electrical and ·mechanical

fields. The reason will be as follows.

~L_.... __ ... Q).There.are ..mally.::'g~s~s.~h~r_e. C1.if.f.erent invention (s) is/are
.__ ,· "o,',',......,·,..,,'~·.~~'~,..~~·"',·c=·,,',·,"'·...·,·,"'"~...,.'~,·.·~c·,,"~.·,·,'_·c·,~·.",·,·,',,.~,c',=·.c"·cc.c·,,;,'~.',,·,,'"=,,';"",-"'=""':'"· ..,,·...,',,;.';

included in the detailed description of the invention or

in drawingsl and

""~.

® In the case of application in which the invention is
taken in a device as a whole, the element per se which
constitutes the device may be considered as another

invention. Thus, different invention can be easily

extracted.

Therefore, it is likely that there is a big freedom in

terms.of division and that divisional applicatiQn may be filed
rather.. easily at any stage during the examination.

In addition, there are many divisional applications on a
voluntary basis, as compared with the chemical field, that are
filed within one year and three months from the filing date or

together with f.iling the request for examination. The reason

seems to be that there are many cases wherein different

inventions are included in the detailed description of the

invention or in drawings. Also, there is a strong tendency

for the applicant that the specification which was once
prepared is to be utilized for various purposes taking the
product development status in other companies into
consideration. That will be supported by the fact that, in
HOl for example, about 75% of the parent applications were
patented. Thus, it is clear that patents obtension for both
parent and divisional applications is aimed.

In the mechanical field (FOl to 04), the rate of divisional
applications after publication is high. In the products in

mechanical field, the product per se is visible and, moreover,
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IV. Bow to Utilize the Divisional Applications

CD the case wherein the parent application does not
satisfy the requirem~nt for lack of unity of invention
and, therefore, such unallowable part is divided out.
This is an inherent ob ect for the al,VJ,.ls;ll~na~

application. In this category, there are many cases
of filing divisional applications after receiving the
official action from the JPOl

the
for

be surely
divisional
be surely

granting of

classified into
of the objects

may be
in view

applications
categories

GD the case where an invention which can
patented is extracted and filed as a
application so that said invention will
granted. There are many cases where the
the parent application is in a gray areal

Divisional
following three
utilization.

® the case where
of. the specification or in drawings is extracted

and filed as a divisional application so that the new
or modified invention can be patented. There are many
cases where the technology which is or will be used
ei ther by one's own or other companies, is disclosed
in the filed specification and is divided with an

instructions for repairmen in which the structure of the
product is fully illustrated are available in market.
Therefore, detection of similar technology is easier than that
in chemical and electrical fields. Therefore, drafting· the
claims covering the products of other companies is easier.
Accordingly, it is likely that there are many cases wherein,
when the application is opposed, divisional application. is
filed with claim(s) covering the product of other companies in
addition to that of one's own after checking the products of
other companies in the same business line.

. IV-I. Objects for Utilizing Divisional Applications
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protection of .... tkchnology of one's
: company or of licemsing to others.

five

are c1.l.ssH.i.ed from a stand-

3 will be given.as shown

. to surely obtain patent for A since patent obtention
for B is difficUlt; and

to divide into a licensable unit taking the licens
ing into consideration.

CD Pattern I: In this pattern, some· of the plural
inventions are sUbjected to division. For example, an
invention B. is canceled from· the parent application
covering two. inventions (A and B) and the canceled

to be covered by a divisional
application. The object or the reason for this
pattern is that the plural inventions do not meet the
requirement for the unity of invention, and further
that, though they meet the requirement, divisional
application is still filed. The objects for the
division in the latter case will be the following two:

When divisional

:rV...2. J.>atternsforOtilizing Divisiqna:L:Applicatic)Ils

® Pattern II: In this pattern, plural inventions covered
in an invention of generic concept are divided out.
For example, the generic concept (e) covering two
inventions (A and B) is restricted to A in the claims
while the remaining invention B is to be covered by a
divisional application. Objects of division are that,
since the generic concept C is hardly patented, it is
necessary to limit the coverage to A and B only though
they do not meet the requirement of the unity of
invention. Thus, a divisional application is filed.
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Also, like in Pattern I, they meet the requirement

but, still, a divisional application may be filed.

® Pattern III: In this pattern, an invention covered

by an invention of generic concept is divided out

though the parent application is not restricted but is

still within the generic concept. For example, out of

the generic concept (C) containing an invention (A),

the invention A is to be covered by a divisional

application. A main object for this pattern is that

the generic concept C is important, but is difficult

to obtain patent and, therefore, the coverage of -the

parent application is not altered and only A is

divided so that a part of the right is surely

obtained. In that case, if the parent application is

patented, the divisional application will be no longer

necessary and, therefore, it may be abandoned or
~

withdrawn.

® Pattern IV: In this pattern, an invention which is

not· claimed, but implied or described, in a latent

manner, in the specification or the drawings, is filed

asa divisIorialapplicaHon. For example,
parent application claiming an invention (A), another

invention (B) described in the specification is filed

as a divisional application. Objects for the division

are mostly strategic that, after filing the case,

obtaining a patent for the invention B is judged to be

effective in business and monopoly in market or
license is aimed.

CD Pattern V: In this pattern, an invention for a

concept which is than the invention of the
•.• c••••.•....• o·····.·.·.·cc··c·.·.c·..c·.·.··.··.·

parent application is filed as a divis applica-

tion. For example, a generic concept Ccontaining the

invention A is divided out. Objects for filing the

divisional application are mainly strategic. When it

was found after filing that the invention A is with

rather narrow coverage and the generic concept C
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~ , ,coveJ;:ing" the ::~invention ~~ :is':preferreci in view of
~ business ~situa~tions but i because of ,'limitation on
amencimentssirice it was publisheci alreaciy, the generic

C is subject'ed to a ciivisional application.
Thus, the object is to protect the technology in wicier
range as a result of ciiversification of technology of
one I s own company anci also is to achieve' a monopoly

possibility that rejection is, issueci because of the'
parent and the ciivisional applica.tIons are substan
tially the same. ConseqUently, in theciivisional
application in this pattern, claims are usually
prepareci with care to avoici ciouble patenting
sitUa.tions. Ac:corciingly, there are many cases of
achieving substantially wicier coverage.

IV-3. Examples of Utilization of Divisional Applications

Some examples of strategically filed divisional
applications are illustrated as Reference 1 together with
briefcase history and its coverage. More specific methocis
for utilization obtaineci from those examples will be given as
follows.

CD Chemical Fielci:

• From the parent application ciisclosing inventions for
starting materials, synthetic methoci thereof anci
intermeciiates, ciivisional applications for the inter
meciiates and the synthetic methocis were fileci (case
1).

• From the
invention,
were fileci

parent application relating
specific compouncis in the use

as a ciivisional application (case

to a use
invention

2) •

• From the pa.rent application relating to a process
invention, a ciivisional application claiming the
intermeciiates prepareci during the process was fileci as
prociuct patent (case 3).
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~ Electrical Field:

GD Physical Field:

• From the parent application relating to a use patent,
another use patent was filed asa divisional applica
tion (case 5).

trends were
and filed as

coverage was achieved (case 9).

• Inventions meeting the present market
extracted from the parent application
divisional applications (case 10).

• When it was necessary to reduce the claims in the
parent application because of amendment after publica
tion, some constituting elements were added for
restriction and other constituting elements were
described in of c concept in the

• When the parent application claimed on invention for
multipurpose constituting elements applicable to
various devices, divisional applications were filed in
diversed manner by adding different elements to such
constituting elements (case 8).

• When the parent application was rejected in accordance
wi th the provision of Article 29 bis of the Patent
Law, plural inventions different from the prior art
were filed as divisional applications (case 6).

• When it was difficult in obtaining a patent in its
generic concept, divisional applications were filed
for each use supplemented by specific requirements
(case 7).

• From the parent application claiming products, a
process for manufacturing said products which was not
claimed but disclosed in the specification was filed
as a divisional application (case 4).
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Further investigation on a method of utilization of

divisional applications revealed that, besides the case

wherein (1) the part which does not satisfy the unity-of
invention requirement in the parent application is divided

out, there are some other cases. For example, there are some
cases wherein (2) a part of the inventions which can be surely
patented is extracted and filed so that said part can be
surely patented and (3) the invention existing in a latent

.. ', '@"" Mecliani:cal :iFi:eld:;

V. Conclusions

In this paper" investigations were made on the utilization
status of divisional applications as method of utilization

thereof. As a result, it has been found that the numbers of

divisional applications are around 2 to 4% of all of the
Kokoku published applications • With regard to the timing of

filing the divisional applications, it has been found that,

though there are many cases which were filed after receipt of
the official action before Kokoku publication, there are still

many cases filed on a voluntary basis such as that together

with request for examination while, in some other cases, they
are filed. together with filing of reply against opposition

after publication and accordingly that divisional applications
are not always utilized as countermeasures against the
official action from the JPO regarding the lack of unity of
invention.

Based upon theabove.,mentionedutilization examples, each

of the divisional patterns is summarized in Table 3 classified

by objects. Representative utilization examples thereof are

also illustrated in Table 3.

Inventions corr~sponding to examples wer.e extra.c.ted

from the parent applicaticm and fil.ed as. divisional

applications (case 11).

IV-4. A Matrix Table' illustrating the Method of Utilization"

~~:L ~ ..~.... ..~t!,i..v!s ~C?llcl.!.~~ppl!c:.~~:'l.J.'-..o:::.IlC:;s;-.~---~.;~ ~. .. ._ _ ..~._... . .. ~ ..
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manner is extracted and filed so that inventions which become
important after the filing date can be patented. Particularly

in the case of (3) ,there are cases wherein new claims are

prepared with care to avoid a double patenting situations
whereby substantially wide claims are obtained or those
wherein intermediates which are not claimed. in the parent

application are newly filed by a divisional application.

Thus, it has become clear that many companies utilize the

divisional applications with a strategic view with an object

of diversified protection of their own technology and of

licensing to other companies.

It should, however, be noted that the cases checked by our
investigation are the applications published in 1992 and
of them are the applications filed in 1987 or before, i.e.,
before the Improved Multiple-Claiming System was introduced in

Japan. Therefore, ainClng those divisional applications, there

were some cases which will meet the unity"'of-invention

requirement if they are filed under the new practice.

Especially in chemical field, there are many cases meeting the
requirement, and the numbers of divisional applications will

decrease 'afteremforcement 'of . the Atnended Multiple-Claimin.g

System. On the other hand, in the eiectricalan.d mechani.cal

fields, there are many applications from Japanese companies.
Since they are supposed to investigate the requirement more or
less at the filing stage, objects of their filing the

divisional applications are thought to be (2) and (3) given

above. After enforcement Clf the Amended Multiple-Claiming
System, the object of (3) can be achieved for amending' the

parent applications in some cases. Thus, it is presumed that

the numbers of divisional applications will be decreased to

: .. e,~~.:.~ t ..: ~:c;>~:"V:: ~ :.~;..~:t::l:!.c:;J i cal ,
-the parent a considerable number of
inventions and, like in the applications in the United States,
it is supposed that the divisional applications with an object
of (2) in which a part of claims are divided out will

considerably increase. Accordingly, it is expected that, even

after the enforcement of .the Amended Multiple-Claiming System,
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numbers 9f divisional applications win ',increase thQugh! the:
objects therefor :win considerably chang~~ : ' ~ •

;.:. ,c'::":::'::"'- ''___ __., ':"" ,'. _-',_ ",':'" --_-_-:~:;',:-'::- __ ',', _ _,"::'::'W: _'i::'."{~ __i
Inciden:tany,~ 'our patent system: winibe; further revised in:

the next year _ wJ:1ereby am:en~ents win be C restricted. As a,

:21 result thereof, it is suppose'd tha.t there win be increas~ in'
__~0 umb_eJ.:S_f.9_r_ t;_~cases in which claims which are not first1,,-y~ _

-:--->,;-~-----~--descri'bedLw U:l--be ~newley-f-i21ed--as--dlvis iona-1--applicaHons -wi th-i---- -~_~ _-~ ~~

j an object of (2) and (3) .Moreover~ because of restriction in
amendments, - it is supposed that each company win check their

specifications morefuny at the stage of filing and that the
importance of each application is increasing. Consequently,
it is presumed that the consciousness that the application

once filed is to be patented by all means will become stronger

whereby much more divisional applications win be filed.

Accordingly, in the practice of filing patent applications and

obtaining a patent thereon in each company, the role of

divisional applications will become more and,more important.
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Table 1 Comparison of DivisionalApplication Systems in Some Countries

~

,

i " , U,SA
Items compared Japan

I
EPC

Division CAandCIP

Period when Division is The principle isthat when the parent application can be emended. . (B~fore the earlie(appli~ation iseither (Up't.o approval of the text. in
possible .. ~ithin one year and three months from the filing date:CArtide 17) j

abandonedor issued or proceedings are
accordance with Rule 51(4),in

.. together with the request for examination filed bythe applicant which patent isto be granted.)
(",rtiele 17 bis) , lerminated.)(35 USC120)

.. ~ithin three months from the receipt afthe Notification that request
f?' exam lnatlen was filed bythe third party (Article 17;bis)

.. ~ithin a period for filing a Replyagainst the official action (Article 17
Ibis)

.. ~ithin thirty days from the date of filing an appeal trial against the
' .

I
rejection (Article 17 bis and tris)

• Within a period for filing a Reply against the opposition (Article 64) < . . .

Objects which are First·{filed specttlcatlcn (including claims) and drawings of-the parent First~filedspecification *CA- same as DJvision First~fned specification (including
Divided applkation. (inc1lJdingdaims) and .. C1P - newmatter may claims) and drawings of.the parent

• a,nee official-notice of publication isissued. the part which was drawingoftheparent be added. application
canceled as a result of amendment before that noticecan be no longer application
divided. . ...

Countermeasure when • Cancellation of the duplicated part by filing an Amendment Submission of terminal disclaimer
..'

seme es in Japan
Parent and Divisional • vVithdrawal of the divisional application
Applications are

.•.. ,substantially same

Method of Utilization • as a countermeasure for rejection in view of lack of unity of invention same as inJapinthough • CA -efter rejection; same.es m Iapan
• utilizable when other claims Cannot be maintained in the same U.S.A. besa system ct category of chlimsis

application as a result of amendment of claims in the parent restriction' requtrem ent changed .'.
application • CIP-newmarter is

• when rejection is issued. narrower claims are filed asa divisional added and the
ap.plication for security while. in the parent eppncetjon, appeal trial invention In the
a~ainst rejection is filed with still broad claims parent applic~,~ionin

, a latent manner is'
claimed

Handling of the Divi- Filing',date of the parent application is effective retroactively. Filing' date of the parent 1t CA .,same as Division Filing dateaf the parentapplica-
sional Application application iseffective .: • C1P - Filing date'of tionis effective retroactively;

retroactively. theperent epptlce- -
tion is partly effec-
tive retroactively. .

• . . . '.'



16779 J 387 I 2.3%

-
14127 408 2.9%

1180' . " 4;1%" .. 48

4120 82 2.0%

6692 147 2.2%

DailY-"Necesslties " ~"]

Treating Operations
and Transportation

Chemistry and
Metallurgy

D I Fibers; Paper

E. IFixed Constructions

F IMachine Technology;
Illumination;
Hea.ting; Weapons;
Explosion

(

'Total' Numbers of
published Divisional

Numbers Applica
(A) tions (E)

R.atio
of B/A

G

H

TOTAL

Physics

Electricity

65

17520

13813

81906

402

294

2030

2.3%

2.1%

2.5%



(International lease
Classification] Numbers]

A61F 23
(Pharmaceuticals)

COl 12
(Inorganic
Chemistry)

(Chemistry)

C07 144
(Organic
Chemistry)

C08 89
(Organic Polymer
Chemistry)

(Mechanical) F01-o4 41
(Machines and
Pumps) ".

G02 23
(Optics)

(Physics) G03 70
(Photography.
Electronic
Photography)

G06 53
-(Calculation,--
Counting)

HOl 176
(Electric Elements)

(Electricity)

H04 61
(Electric

83Communications)
1 1 ! ! ,
0 10 20 30 40 50 60 70 80 90 100

A: Before Publication

A1 -.within one year and three months from the date of filing (Article 17)

A2 _. together with filing a request for examination (Article 17 bis,no. 1)

A3 1II1 within three months after receipt of notification advising of request for examination from thethird

party (Article 17 bis,no. 2)
- -"'A4-'_-'--wTthln-a~te'rm'after~-re-ci~h)1::'ofofficial action (Artide17bis noj){Articie 17 bls, no. 2)

AS~ within thirty days from the date offHing an appeal trial against the rejection (Articie 17 bis, no.4)
8: After publication

B1 [::J within a term after receipt of opposition (Article 64)

82 ::::: within a term after receipt of official action (Article 17 bis. no. 3)

83~ within thirty daysafter filing an appeal trial against rejection (Article 17 bis, no. 4)

Fig. 1 Divisional Timing ofthe Divisional Applications published (after Examination) in 1992
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(Physics)

(Electricity)

(Chemistry)

(Mechanical)

[International ICase
Classification] Numbers]

~;J._"""n_

(-~"~"-._l"~::'~-,~-"~,-"~,,~,,~,,,-,,-,~~,~~~,~,~=,,
C07. 144
(Organic. _. .
Chemistry): ..••...•. :

C08 89
(Organic Polymer
Chemistry) :' ., " .....•. .. ,.",',., ..,.'., :

F01:04 41
(Machines and
Pumps):··",,··.:

~ttiCS) 23

G03 70
(Photography.~
Electronic : : :

;~;::~::::~) 53

Counting) : ~ :

HOl . , 176
(Electric Elements)~

~~:ctric 61
Communications)

o 10 20 30
'1
40 50 60 70 80

1....-1
90 100

o :Domestic(Japan)

liliiii : Abroad (outsideJapan)

Fig.2 Nationality ofthe Applicants for the Divisional Applications published in 1992
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[Pattern I]

Claims

Claims

~ .~
~~~

Divis~on~1 ~
ApplicatIon~

® 'I~I
~'im, ~~

Application~

Parent
Application

, Parent
Application

A,B ~A

C~A
B

includes A and B)

C~C
A

(Cincludes A)

[Pattern IV)

[Pattern III)

[Pattern II)

Fig.3 Patterns for Division in Divisional Applications

A~Application~

,

-,
-,

Application L-=:==::.:::':"'--l

.'.. ,
_.~

1-+_----'

Parent
Application

Parent
Application

Claims

Invention not in
claims but disclosed
in th~ speclfication

A~A
C

(Cincludes A)

[pattern V)

A~A
B

(B isan invention
disclosed in the
specification)
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A~A
C

(C includes A)

• At the stage offilling, an object
was that the invertion A isto be
patented. However, it has been later
found upon consideration in market
trendthatpatenting of a broad claim.C
cover,ingthe inv~ntionA isimportant in
terms ofbusines:s,; Unfortunately, the
appli¢ation has t:i':en published alrea~y

and, ~herefore, ",mendment of the
claim;isdifficult""he"by _ divisional:,· <

application is filed for C.
I,nth_tease,with regard to C.

~tte~ion is paid,sothata double
j)IIter:rting will not be resulted and
~Iaim~s)with substantially broader
~ove~ageislare usually prej)llred,

Pattern V ,

• During the courseof examin~ti01'
patenting of the claim A in the Pa:~ent

application does not seem to be sO
easy. Therefore, another inventio.·."B
which isdescribed in thespecifi~ion
and will be surely patented in vi~ of
the prior art is filed asa divisional) ·1
application. Incidentally, every effortl"
made for obtaining a patentfort~e .
invention A which is, in fact. wanted to
be patented. : I
• Atthestageoffifling,anobj~
was that the invention Ais to be i
patented. However, it has been lliterj.
found upon consideration in mar~et

trend that patenting of another H
inventionB described in the G
specifiCation isimportantaswell~f .
Accordingly, a divisional apPlicati,?ni··.
filed for B. ..b

Pattern IV A<; A I
(8 isan invention . B t,
disclosed In the specificatiO~)

C~C
A

(Cincludes A)

• The invention A is important as
an object for licensing. Therefore,
the invention A covered by the claim
Cin the' parent application is
voluntarily divided.

Pattern III

• During the course of e:xamina
uon. patenting of the claim Cin the
parent application does not seem to
be so easy. Therefore. taking the
prior art into consideration.,A which
isa result of limitation ofC is filed as
a divisional application sothat sure
patenting will be expected. Incident·
ally, every effort is made for
obtaining a patent for the invention
Cwhich is, in fact, wanted to be
patented.

C~A
B

(CinciudesAand D)

• Inventions A and 8 are important
asobjects for licensing. Therefore, the
inventions A and Bcovered by the claim
c in the parent application are
voluntarily divided.

• When a parent application with a
broad claim Ccovering plural examples
is filed and, during the course of
examination, it isjudged that. though
limitation to plural claimsA and B
satisfying the requirement will be
necessary,patenting of A does not
seem to be soeasywhereby the parent
application is limited toA while a
divisional application is filed for 8.

• When a parent application is filed
with a broad claim Ccovering plural
inventions. it becomes inevitable to
decrease to plural c1aimsAand 8 which
do not satisfy the requirementduring
the examination. In order to satisfy the
requirement, the parent application is
limitedtoAwhile Bis filed asa
divisional application.

Pattern II
~A

B

A,B

• With regard tothe plural claims A
and Bmeeting the requirement,
acquirementof patent for Adoes not
seemto be so easy during the course of
the examination. Therefore. 8 which
may be surely patented is canceled
from the parent application and is filed
asa divisional application. Oneofthe
typical examples will be that A is a
product while 8 isa process for
manufacturing that.

• Sincethe plural claimsA and B
described in the parent application do
not meet the requirement. B iscanceted
from the parent application and said B
is filed as a divisional application. This
isdone together with the request for
examination in case of voluntary basis
while. in case as a resujt cf actions from
the JPO.this isdone within the term
from the receipt of the official actton.

• Businessfields for licensing the
inventions A and 8 are different.
Therefore. those inventions A and Bare
voluntarily divided.

Pattern I

Howto Utilize the Divisional Applications
(Matrix Table showing the Relation between object of Utilization and Divisional Pattern)

Table3

(2) When the applicant wishes
that a part of the
invention ClInbe surely
patented

(1) When the parent applica
tion does notsatisfy the
requirement for lack of
unity of invention

(3) When the applicant wishes
that right(s)to be
obtained is/areaddedJ
modified. (Coping with
the modification of one's
own technique to be
practiced and also for
licensing)

Object

0>
<0
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~able 3 (continued)

~
Pattern I A.B~A Pattern II C~A Pattern III C~C Pattern IV A~ A Pattern V A~A

• • A (B isan Invention B C
Items: (Cincludes A and B) (CInciudesA) disclosed Inthe specification) (Cincludes A)

Examples of Utilizations • :Inchemical cases, the case wherein • Inchemical casu, the case wherein • In chamlcal cases, the case • Inchemical cases, thecasewheretn • In electrical cases, the case wherein
A IsPolymer while B is a method of C isan invention for compounds in wherein C Isa method of mBnufac- A Ispolymer while Bisuse thereof. A relates to compressed symbolization
mariufacture, molding, etc. therefor. which the chemical formulae are turing pOlymers while A Isthat in • Inchemical cases, the case wherein of plcturelimage in which patterns of
• .Inchemical cases. the case wherein expressed by a general form'ula while, which the material components and A isfinal products while Bis com pressed object for specific two
A is. composition while B isan in A and 8, the chemical formulae are manufacturing conditions (e.g., intermediates thereof (case 3). values are shown while, In B,the
intermediate thereof (case 1). eKpressed using substltuenti. temperature) are restricted. • Inchemical cases. thecasewherein patterns of compressed object are
• In physical and electrical cases, the • In physsicalcases, the case wherein • Inelectrical cases, the case A isa use Invention while Bisa specific generalized and the two values are
case wherein A is a measuring device Cisan illumination device using a wherein CIsa communication device compound for said use invention. made black and white.
while B Isa method for measurement scattering plate attheoutle~of light while. in A, itsconstltuting elementS • Inelectrical cases, the case wherein
• ~n electrical cases. A is a while. in A. the place where the are partially added and functions are A isa device using a logical circuit while
transmitter while B Isa receiver. thickness of the scattering plate is thin restricted. 8 isa device Inwhich the function of

Islimited and, in B,the shape of the • In mechanical cases, the case the logical circuit is treated with CPU.
scattering plate is limited (case 5). wherein Cis a connecting structure • In electrical cases, the case
• In electrical cases, the cese wherein for the internal combustion engine wherein A Isa digital telephone for
Cisa semiconductor elemen,t while A is while A is an oil pan connecting ISDN while 8 isa telephone having

; a memory and B is a flip,.flo~. structure for the internal combustion shortem!!ddials,
• In mechanical cases. the case engine. • In mechanical cases, the case
wherein Cis a connecting device while wherein A isan oil pan connecting
A isan oil pan connecting str;octure for structure of the internal combustion
the internal comburtion engine and B is engine while C isa cooling structure for
a head cover connecting rtrocture for the oil pan.
the internal comburtion engine.
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(Material 1

(Case 1)

ail:pplication

as
insecticides by means of simple
which is easily available.

Field: C07D (Organic Chem;strt)

Stimmary:Anobject: of

3,1,

intermediate for highly active
steps starting from a compound

Besides the Synthetic method of the compound V, this
application included starting materials, synthetic method
thereof and intermediates as well. Therefore ,an official
action was issued to theeffE!ctthat this application did not
satisfy the requirement of consolidated application as
provided for in the Article 38 of the (old) Patent Law.
Accordingly, divisionala'pplications were filed for each of
sta.~ting materials ~ synthetic m~thod thereof and intermediates
so that each of them were planned to be patented.

[Intention of the Applicant upon the Stage of Filing .the
Parent Application]

1.. Case History of the Application

(1) At the stage of filing, the parent application (75690/80)
included the·followingfour inyentions:

<D compound
compound

I which is
V (group I);

a starting material for the

® synthetic method for the compound I (group II);

® synthetic method for the compound V from the compound
I (group III); and

QD the compound IV which is
synthesis of the compounds I

an intermediate in the
and also the compound VI
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which is an intermediate for synthesizing th~ co~pound·

V from the compound I (group IV).

2. Intention of the Applicant

(2) An official action was issued to the above parent
application that it did not satisfy the requirement of Article

..... 3.8c.....and ;JL.th.erefore,.•:.tP~appl ican.tam.eJl.d~q ..J.the.;parent .applic:a;-..
tion restricting to the inventions of groups I and II.

Together with this amendment, the applicant filed divisional

applications for the group III (4211/87) .and the group IV

(4112/87).

(Z is N02, OH, aryl, sulfonyl,
halotriaryl or phosphonyl) (R is
a residue of ROH)

Compound VI

Xh.

CH3

«X: halogen V
H3C . •. ••••••...• W:.'. H Or... R.' ..Of chiral alcohol

group. •
w·· ".o

C°rTlpoundlV

2~.CH.3.'.
H3C

RO

CompoundV ..

Compound I

(3) One of the divisional application filed as such' (4212/87)

included, in it;s initial~tage, both compounds IVanq VIand,
therefore, an office action was issued to the effect that the
claims are ambiguous. Against said office action, the

applicant restric:t~d th.e coverage oftpe 4212/87 to.' the
."compound Vland.filed.adivisional.application for·, the

compound IV (303825/90)~

(1) It is likely that the object· of the invention was to

offer an easy and simple synthetic method for the compound V C.:
which is very useful as an intermediate for highly-active
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insecticides.

application at

(cf • page 18 , lines 7 to

the stage of filing).

invention III .when .an office

that said

Consequently, it is likely that each of the compounds VI .:

and IV in the group IV was planned to be .patented by ~eans of
filing divisional applications.

~]?+Tcallt•. e:1lf!d •.•......~
divisional application for the ".","·'0••,•."•••••.·.=•.." """ ....".•. ""••",.•• ,•.,•••.",.",.,,

action was issued for the parent application so

invention will be patented.

(3) On the other hand, the invention of group IVl'elatest:o

the compound V1 (whichisanintermediatefot the invention of
group III [synthetic method for the compound V) and the

compound 'IV (which is an intermedf'atefor the invention of
group II [synthetic method for the compound I). Accordingly,

if the invention for group IV is patented by others, it is

thought tq be.diicult .. to •• redupe,' the irivegtio~s,.of9roupsII
and III to prac,tice, even when those inventions are patented

by the applicant.

of the compound v" and is thought to he "an invention ,which is
most: closely I'elat:ed to an object of the invention•.
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(Case 2)

Field: C07C (Chemistry)

SllrtlIl\ary: While the parent appliqati.on was filed· as a use

patent,c.ertainspecific compounds in the use patent

were filed as a divisional application before lay

ing-open with an ailllof a.cqlliring a patent for said

compounds.

Explanations:

(Parent ApplicC!,tion)

. Applicatiol) No.

Laid OpenNc:>.

Publication No.

OQ7520/73 (April 16, 19,83)

~9/l92594 (October 31, 1984)

()5Q75~/92 (September 9, 19.92)

[Claim] (as laid open)

(in which R is alkylene having at least one hydroxyl
group) is used as the developer."

1984)

1992)

(November 2,

(January 23,

132296/83

59/193869

0-03386/92

Heat-Sensitive Recording Material

Parent Application

"Heat-Sensitive recording material in which a color

reaction between leuco dye and a developer therefor is

utilized, the heat-sensitive recording material which

is characterized in using a phenolic compound of the

general formula

(Divisic:>nal App+ication)

Applica~ic:>n No.

LC!,id Open No.

Publication No.

[Title]

1)

[IPC] BUM 5/18
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C07C 149/36, B41M 5/18

"Phenolic compoundz:epresented by a formula

[IPC]

[Title] Phenolic Compound

2) Divisional Application

Comments: This is an example of filing a divisional

application for product patent from the application .for .. use
patent. When a search for.patl:!nts of chemical compounds is
conducted, use patents are apt to be overlooked. Therefore,
if the patent of this type is found after judgment was issued
to the effect that no pertinent patent was found, it will
cause a big difficulty. In view of that, this case will bea
strategic divisional application.
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(Case 3)

Field: C07C (Chemistry)

[Claims] (as laid open)

Amendment filed ~ Application No. 154230/89
(June 17, 1987 Laid Open No. 02/042042 (Feb 13, 1990

(1) 4-FluorC?-5-nitrophenol derivative expressed by. the
general formula

Publication No. 023340/92
(April 24, 1992)

(May 23, 1989)

182024/81 (November 12, 1981)
58/083652 (May 19, 1983)

4-Fluoro-5-nitrophenol Derivatives and a
process for producing thereof

[Title]

Official Action Ls sued

Apl?lication No.
Laid Open No.

Publication No. 061099/89
(December 27, 1989)

Explanation:

11 Parent Application

Summary: The parent application was filE!das a process patent
and, within a term for replying the official action,
a divisional applicati()nf()r the intermediate (which
is prepared during the steps of the manufacturing
method) was filed with an object of being patented
therefor as well.
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(1) Carbonate represented by the general formula

characterized in conducting a selective nitration of
halophenol represented by the general formula

fRANKUN PIERCfC
tAW CENTER U8RARY

CONCORD,liH

or bromine)

F

X*N02
CH3COO

Carbonates

.*.0,
HO

x~
HO

(wherein X is chlorine or bromine)

(wherein X is chlorine or bromine)

(wherein X is same as given late~)

(wherein X is chlorine

[IPC] C07C 205/43

[Title]

[Claim] (as laid open)

11 Divisional Application
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Comments: This is an example of filing a divisional
application for intermediates as a product patent from a
process patent. The process claim will given as follows.

One of the intermediates was filed as a divisionalapplica
tion. It is true that the intermediates disclosed only in the
text of the specification are apt to be overlooked in
searching the patents and, in view of the same reason as in
case 2, this divisional application is, a strategic one.

---~~
HO
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application was amended,
to the content that will

Application No. 114836/76
(A Method of Polymerization of alpha~Olefins)

Summary:
An example

upon receipt

Field: C08 (Organic Polymer Compounds)

(Case 4)

. "catalyst"to "meth.od ofpolymeriza.tion using ..s,aid catalyst")
and, at the sa.me time, imp~rtant consti~~ting.fact07."s. of
elements were successively fil.ed as divisional applications
from different points of view starting from the factor which
will be patented easier so that multifacial protection of the
parent invention is aimed.

Application No. 114836/76 (filed on September 27, 1976)
"Catalyst for Polymerization of alpha-Olefins"

~
Request for examination filed (November 10, 1977)

~
Official Action issued (September 2, 1980)

~
Reply/Amendment filed (January 5, 19081) amending to "A Method
of Polymerization of alpha-Olefins" while a divisional appli
cation filed (cf. division-l given later)

~
Decided to be Published (June 2, 1981)

~
Five oppositions (with supplementary reasons/evidences) filed

~
Five replies/amendments filed (September 13, 1982)

~
Five counterreplies filed

~
Further official action issued (February 7, 1984)

~
Reply/Amendment filed (May 4, 1984)
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J,
Still further official action issued (December 1, 1987)

J,
Reply/Amendment filed (March 1, 1988)

J,
Decision for the oppositions and Rejection issued

(June 21, 1988)

J,
Appeal Trial against the rejection filed together with
amendment (September 19, 1988) while another divisional
application filed a iittlelater (cf. division~2 given later)

J,
Decided to be examined at the Board of Appeals

(March 27, 1989)

J,
Decision issued (January 29, 1991) '''allowed

J,
Patented (patent No. 1,612,306) (July 30, 1992)

Division-l

••••• m Application No. ·00MSl/81 (januaryS, 1981)

"A Method of Manufacturing Solid Catalytic components for
polymerization of alpha-Olefins"

Request for examination filed (September 21, 1983)
Official action issued (August 9, 1988)
Appeal trial against the rejection filed (September 29, 1988)
Sent to the Examining Department from the Board of Appeals

(April 3, 1989)
Official action issued (June 27, 1989)

Decided to be examined at of Appeals (June 26, 1990)
Decided to be published (October 26, 1990)
Published (Publication No. 010645/91)
Two effective oppositions filed
Replies filed (~arch 27, 1992)
Decision issued (allowed) (July 7, 1992)
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Application No. 242633/88 (September 29, 1988)
"Solid Catalytic Components for Polymerization catalyst for

I a-l-plra-;Orefi-ns-" . .
.... ·_·-·-··Reques't ·for examlnat[on -fIred -fseptem1:;er-23, ·r9·lr8r-~-c ...~ .._L~L.. ...."._. -_.

Decision for Rejection issued (April 2, 1991)
Appeal trial agsinstthe rejection filea (JUly 1, 1991)
Decided to be published (May 22, 1992)
Published (publication No. 052282/92)
Two oppositions filed

J,
(The oppositions are still pending)

(Technical Field)

Achievement of high catalytic efficiency by an improvement
in a cocatalyst containing aluminum trialkyl and titanium
containing component: and manufacture of alpha-olefins (parti
cularly polypropylene) with high stereoregularity.

(Comments)

According to the claim of the parent application, it
relates to "catalyst for polymerization of olefins containing
a catalytic product of (A) aluminum trialkyl, (B) electron
donor and (C) titanium-containing solid catalytic component
having specific shape" and the claim is a rather restricted
one which is near the practical mode· of use of the final
users. However, when the first official action was issued,
its category was changed to "Method of polymerization of
alpha-olefin" which will be easily patented. At the same
time, a divisional application (division-I) was filed for C
which seems to be an important constitution of this invention
in terms of a method of preparing a catalyst (a method of
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manufacturing titanium,-c:ontaining solid catalytic components)

which was not claimed in the parent application but disclosed

in the specification only.

Furthermore, at the stage of fling an appeal tr ial against
the rejection of the parentapplicatlon,anotherdivisiona.l
application (division-2) was filed for· acquiring a patent for
the titanium-containing solid catalytic component perse of c
which is a so-called upper concept of the··· content of the'
division-I.

It is likely from' the above that this invention is import
ant and that the applicant has a strong wish to acquire
several patents for the single idea of the inventions.
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Application No. 054374/81 (Underhood Parts for Automobiles)

In the parent application,

Amendment filed
Sent to the Examining Department from the Board of. Appeals
Decided to be examined at the Board of Appeals (JUly 29, 1992)

.1

Summary:

Applicatioril'Jo;··054374/81 (Aprill3; 1981) ,.

, •. ., ... ...,. ..1
Request for examination and Amendment filed (April 14, 1988)
while dIv.lsioha1··apprn:atIoIlswerefiled·(given·later) ; ..

.1
Official action issued (July 25, 1989)

.1
Amendment filed (September 18, 1989)

.1
Rejection issued (June 26, 1990)

.1
Appeal trial against rejection filed (July 26, 1990)

.1

specific composi tion whil~, with regard to the
compositions, divisional applications , were filed. for each use
(parts). Thus, it is aimed toa.pq'tire. patents covering all of
the original claims.

Official action issued
Amendment filed (January 29, 1992)

.1
Decided to be published (February 28, 1992) -+ Published
(Publication No. 033820/9~)

.1
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Decision for allowance issued (January 19, 1993)

(expected to be patented soon)

Divisional Applications:

0) Application No. 090631/88 (April 13, 1988)

® .. 090632/88 ( .. )

® .. 090633/88 ( .. )

® .. 090634/88 ( .. )

® .. 090635/88 ( .. ) and

® 090636/88 ( .. )

0): "Top and ba.seof radiators for automobiles"
Request for examination filed (April 14, 1988)

Appeal trial.against the rejection filed (April 22, 1992)
Decid!!di • to be published (May 28, 1993) --- pending

®: "Cooling fan for automobiles"
Request for examination filed (April 14, 1988)

Rejection issued (March 24, 1992)

®: "Cylinder head cover for automobiles"
Request for examination filed (April 14, 1992)

Decided to be published (March 3, 1992)
published (publication No. 0410706/92)

. Opposition filed
Supplementary Rea.sons/Evidences filed (December 25,1992)

--- pending

® : "Oil pan fOJ; automobiles"
Request for examination filed (April 14, 1992)

Decided to be published (March 31, 1992)
Published (Publication No. 0410707/92)
Opposition filed

84



s~ppremenfary~easonS/Evidences filed (t>eceinber"25~C1992)
.:.._- pending

: "~ipin~ t~~es.f.~~ ~utoT~~i1es"
Request for examination filed (Aprii 14, 1988

C)

t-------1Rejec-t-i-on is-sued--(-Ma-r-eh-24, l-9-9-2-)------------~-----

®: "Pa·rtsfor exhatistgas system for automobiles"
Reqtiestforexamlnation filed (April 14,1988)

Rejection issued (March 24, 1992)

(Technical Field)

Underhood parts for automobiles in which nylon 11, 12, etc.
are mixed with nylon 6 and/or nylon 66 whereby improvements
are made on heat resistance, rigidity, toughness and
resistance against the antifreezing agents for roads.

(Comments)

Claim of the parent application reads "Underhood parts for
automobiles prepared by molding a compounded product of the
following three components in certain amounts: (A) polyamide
mainly comprising nylon 6 and/or nylon 66; (B) polyamide
mainly comprising nylon 11, 12, etc.; and (C) inorganic
reinforcing agent". At the stage of filing a request for
examination, the applicant restricted (A) to nylon 6 and filed
six divisional applications as given under GD to ® as
hereinabove for the original constitution of the claims of the
parent application, i.e. (A), (B) and (C), for limited uses
(restriction in uses).

It is likely that, with reference to the parent
application, the applicant wants to acquire patent in sure
manner covering whole' underhood parts by restricting (A) to
nylon 6 only and further that divisional applications for
several parts are filed without restriction of (A) to nylon 6
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whereby acquisition of patents substantially covering the

right nearly the same as that of the claim in the parent

application is aimed.

The result is that the parent application will be soon

patented after the examination at the Board of Appeals while,

though all of the six divisiona+ applications were aimed. to be
patented by restricting (A) to nylon 66 upon receipt of
official actions, ® and ® were published .and are being

opposed, CD· will be expected to be published soon and ®, ®
and .QD were finally and irrevocably rejected.

Incidentally, examples concerning the use as claimed were

added when divisional applications were filed for CD, ® and
® though there is no corresponding example in the parent

application.
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(case 6)

(I) 'An example wherein, having received a. rejection under

Article 2!l, Paragraph 2, a number of divisional applications

to be distingliished·from prior applications were carried out.

[2-}--PartJ:culars of AppI1cal:1Oh-sa ~
.~.._,._.,_,_'"..~. ~ ."--_"_.'''''''~'~_'.'-''''-.,..".,,,-.;.,.;o..-",.:....".~. ."..__,._ ~._ _,_,."._.__"~_ ,~..~ _~_..__ .._~_ _._.~. __n __••__~.,_••• _ ••,._ •• • •_m._,. . ~~, _.._.'._'_'m'__'.'_ •• _.".__

Application ,
] (JA55-ll7056) I.

Notification of
Rejection

. . I . . . . I .

I . I ..
Revision of Oivisional Divisional Divisional Divisional ..

Rejection AppU.cation 1 Application 2 Application 3 Application 4

I I I I I

I[Art.29-2] I I (JA 2-10223) I I(JA2-10224) II (JA2-10225) I I(JA2-10226) I
I I I I I

Request for Notification of Notification of Notification of Notification of
Trial Rejection Rejection Rejection Rejection

I I I I
Publication of I Publication of Notification,of Publication of

I
Revision of

APP,lication Application
.

Rejection Application Rejection ...

. I I I ·1
Notificationof Notification of Publication of Notification of Request for

Ob~ection Objection Application Objection Trial
.

I
Decision of (Decision of
Objection Publication)

.

,
Registration

,
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(3) Explanation

Relates to an illuminating device using a dispersion

screen on the illuminating side in order to equalize light

strength •• Parent application claims relate to making thickness

of dispersion screen ends thinner. with respect to this,
Patent Office issued Notification of Rejection. Same as prior

applications, therefore falls under Article 29, Parag~aph 2.

With regard to this rejection, applicant amended parent

application as well as executing 4 divisional applications.

Parent application limits places where thickness of dispersion

screen was thin and was registered. Divisional Application 1

limi ts overall shape of dispersion screen and was published.
Divisional Application 2 limits shape of reflecting plate of
rear surface of light source and was published. Divisional

Application 3 is, finally, an addition to structure of special
reflecting plate, and was published. Divisional Application 4

was submitted limiting the function of the dispersion screen,

was rejected once, and received a decision of publication

after trial.

Generally, upon ... receiving ·anotificatiortof rejection

under Article 29 ... 2,. registrations by means of adding

structural components to an extent where the invention .is no
longer the same as prior applications are numerous.· At this
time, by using divisional applications, it is thought that
there are cases where comprehensive rights are possible
without essentially narrowing therights.

(case 7)

Although published with conceptual Claims, an objection

was received, and this example is seen as having been divided
along the lines usage distinctions and each intended to gain a
right.
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,
DiYiSiona.. IAPP..,·lifa....•t. i...·r' n 4;(H01R) ! > .
(JA2·24652l) I

Revisiorlof Reje~!Qln
[Article 29) il

;Notification of Rejection

'Divisional Appiication 3

[G02F)

:Revision of Rej:ection
'(Article 29]

Divisional Application2

(HOllJ
(JA 59·227510)

Revision of Rejection
[Article 29·2]

Notification of Rejection

RequestforTrial
I

Notification of Objection

I
Dec:ision of Objection
R~gistration

Publication

Divisional Application
1 (HOll)

(JA 59·227508)

Notificationof Rejection
I

Declsion'of Objection
Registration

Notification of Rejection
I

I

Decision of Objection
Revision of Rejection
[Article 36]

Publication

NotificationofObjection

IApplication [HOll) I
I I(JA 50.26333) I

(2) Application Particulars
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(3) Explanation
An application relating a conductive connection method or

structure for electrical components.

The parent application was published with conceptual
claims relating to a manufacturing method for electrical
components. There was a notification of objection regarding
this, and at this opportunity the applicant has executed 3

divisional applications. The parent application was rejected
due to the objection, and closed when a request for trial
failed.

Divisional Application lapplies to connections relating
to a number of electrical components. Divisional Application 2

concerns connections relating to semiconductor chips.
Divisional Application 3 relates to conductive connections
used in displaY devices. All of these applications were
published. Divisional Application 4 was filed diverging in
usage .limitation to Divisional APplication 3, but was rejected
and closed •

. lrithis mariherthls example, in the case
right of the parent application being unattainable in its
present form, is thought to be almlng at attaining the
essentially broad rights afforded by dividing it into each of
its usages.

(case 8)

Field: G03 (Physics)
Outline:

An example wherein the original application reduced the

protest trial and attained right, and was simultaneously
divided into the following applications in order to attain
comprehensive rights.
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(1) Particulars

Revision of
Rejection

Request for
Examination

i

Notification of
Rejection

Divisional
Application (5)

Replyto Objection
Amendment

(Division)

Withdrawal

Notifi~tion of Rejection

i

Request for Examination

I

Decision of Objection
Registration

Replyto Objection
Amendment (6)
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(2) Comments
Original Application (1) claims a unit for transferring

recording paper inside a copy machine as "Transfer Paper
Transport Device for Copy Machine (later amended to Recording
Device)", and structure for moving the unit.

However, since Original Application (1) entered a
Revision of Rejection, it was subjected to a Request for Trial
and intended to attain patent right (later attained right)
with the scope of the claims reduced (possibly the effect of
publicly known examples) to a "Copy Machine" including a unit
and a structure to move the unit, while on the other hand, at
the time of the Supplement for Reasons (2), a Divisional
Application (3) was filed claiming only the unit as a
structure. Although this Divisional Application (3) again
claimed a "copy machine" with the claims considerably reduced,
one portion of the copy machine was published thereafter as
"Transfer Paper Transport Device for Copy Machine" (currently
awaiting objection decision). Also, at the time of Request for
Examination (4), a Divisional Application (5) was filed as
"Copy Machine". The "Copy Machine" of this Divisional
Application (5) was claimed from a different angle to
Divisional Application (1). Further, although a Divisional
Application (7), "Copy Machine", was filed simultaneously with
the amendment at the time of the Reply to Objection (6) of the
Original Application (1), it was closed due to its similarity
to the registered claims of the Original Application (1).

In this manner, this is an example wherein although after
this case was filed with one portion of the inside of the copy
machine as the structural requisite of the claims, by dividing
each of the copy machine itself and all components, an

•...............•
was made to attain the right for the invention inherent in the
original application, were this to attain rights in its
entirety, it is thought that it was intended to attain rights
comprehensively by adding differing peripheral structures in
each application with the unit of the original application as
the center to the extent that the possibility of. the first
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unit as
rights is high.

9)

the claims in orginal application because of amendment after
Kokoku publication, in .the div.isional application, some

. . ," ." .. .
constituting elements are added for restriction and other

constituting .. elem~nts are < de~cr~bed in t~rms ". of generic
concept whereby substantially wide coverage was achieved.

case of· a copy machine wi t:h
requisite infringing a number of
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Particulars:

,l.

Publication Laid Open Japanese Patent Application S61·33299 (81111986)

,l.
Notification of Objection 1 case(9130/1986), submission of Reply (6115/198n

Revision of Rejection (4/16/1991), Request for Trial

(SI1811991), Amendment (611 S11991)

Notification of Rejection,Amendment (6/1711992)

Notificationof Rejection (112311990).
Amendment.Opinion(312711990)

Notification of ReJection (1012'1990);Opinion
(121311990)

?

Notification of Rejection(2121/1989),
Amendment, Opinion (412411989)

Notification of Rejection(81811989), Amendment.
Opinion (10)911989)

Publication Laid Open Japanese Patent
Application H4-70823 (11/1211991)

*

*

*

*

*

*

Division JA-S 62·307885 (121411987), JA-S
63-190475 (121411987)

,l.
Registration 1439091 (5/19/1988)

,l.

Decision of Objection, Examination
Decision (conclusion of claims)
(212611988)

,l.
Notification of Rejection (10/611987)
Amendment, Opinion (121711987)

(Original Application)
JA-S52-72431 (6117/1977) and JA·S54-6714 (1119/1979)

,l.

Notification of Rejection (111111983), Amendment, Opinion (12113/1983)
Notification of Rejection (212611985), Amendment (419/1985)
Revision of Rejection (11/19/1985), Request for Trial (12120/1985), Amendment (1/611986)

94



(ii) Original Application

Clifims (at time of publication):

Claim 1: An image signal processing method wherein, by

comparing 2 value information of a pixel' pattern around a

~. given pixel with 2 value information of a predeterIuined pixel

Limits number of pixels of perimeter when 2 value
information of given pixel is determined to 8 and clarifies

and limits all pixel patterns of all predetermined perimeters

when 2 value information is determined. Also, claims after

Claim 2 were cancelled. Together with this, title of invnetion
was changed to "Image Signal Processing Method".

after

Kokoku

structure

method of

realizing the

time of

rejectionof

rat

notification
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the .. Invention

todue

Claim describing embodiment of Claim 2.

{Amendment
opposition):

publication) :

Claims

Claim 2: Device claim describing a structl1r.e

image signal processing method of Claim 1.

Embodiment explains in detail image processing

Claim 1 and further describes specific device

realizing that method.

Claim 3:

. Oetailed Descti£tiori -of

· ~_~ _ __ ...PA.tJ;.lgj}., .1:.!:I~_~\lJ t.il.Q!U1;y~Q~ ~.!!~!~9.~ ~_g ._1;.he ~ ,,~! t1E!~J,:lli2!,~.1;. io.l!.__ .. .
', :~I of the given pixel is judged, and in the case of replacing,

• >/~.ti the 2 value information of the given pixel is replaced by the
li .i.~, 2 valu~ information inherent to the pixel pattern around the
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(2) Divisional Applications

Title of Invention:
As Image Signal Processing Method, was limited to method.

which were overly limited in the original application and
widening the scope of the claims, it is thought that
maintaining essentially expansive rights was intended.

,.•areas are

(3) Comments

Original application, due to the rejection after being

subjected to the opposition, gave priority to attaining the

right for the limited portions. Meanwhile, in the divisional

application, even when essent reduced

Detailed Description of the Invention:
Adds effect of case where replacement method is limited

to replacement method of cases where pixel patterns of· the

perimeter are white information and oases where they are black

information.

Claims (at time of disclosure):

Comparing to claims of original application amended at

time of rejection, removed wording limiting comparing pixel

information to 8 on the perimeter, returns to generalized

wording of original application at time of publication.

Claims (at time of Kokoku publication):
This invention adds previous processing of compression

encoding, further, 2 value information is limited to white
information and black information, and replacement method is

limited to when pixel· pattern around a given pixel is white

information and when pixel pattern is black information, but

whereas in the registered original application the comparing

pixel information is limited to 8 on the perimeter, in the

divisional application this is generalized.
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(case 10)

Field: H04
Outline:

An example of a divisional application which extracts an
invention adapted to current market trends from the original
application.

Particulars

(Original Application)
lA-5 60-257016 (11/15/1985), lA-5 62·116052 (5/27/1987)

" .\.
Request for Examination (7/14/1987)

.\.

Notification of Rejection (3/26/1991)
Revision of Rejection (9117/1991)

.\.

x

..... Division lA-5 62-174207 (7/13/1987),
lA-5 63·119352 (5/24/1988)

.\.
Publication lP-H 4-3145 (1/2211992)

\:
\'
'\

1
\
I
t

I
1
I

J

I

\

(1) Original Application (at time of publication)

Title of Invention:
Incoming Call Selectable Telephone

Claims:
Claim 1 An incoming call selectable telephone compr~slng

a send/receive amplifier, a demUltiplex circuit to separate
sound signals and control signals from receiving signals, a
control signal send/receive circuit, a CPU, a memory for
memorizing previously entered telephone numbers, a call tone
control circuit, and a call tone generator, wherein a
telephone number of a person originating a call, sent from the
send/receive amplifier, is separated into tone signals by the
demultiplex circuit, input into the CPU via the control signal
send/receive circuit and compared to entered telephone numbers
recorded in the memory, and the call tone
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generator is driven by the call tone control circuit to output

a normal call tone only where the two telephone numbers match.

Detailed EXPlanation of the Invention:

The circuti structure of most of the content of the
claims is described. There is also a description of an
intention to utilize the content memorized in a telephone

which memorizes abbreviated dialling as a method for.

memorizing enetered telephone numbers.

(2) Divisional Application I

Title of Invention:
Automatic Dial Telephone
Claim:

Comparing with the original application,it is lmited to

an automatic dial telephone by "An automatic dial telephone

having an autimatic dial function which sends a dial signal by

calling a telephone number memorized in a memory, wherein ••• "

The "send/receive amplifier" and "demultiplex circuit" were

deleted.

(3) Comments
The original application, although it does not limit the

type of telephone, requires the send/receive amplifier and

demultiplex circuit, and in actuality claims a right limited
to a digital telephone for use with ISDN. The divisional

application limits the telephone to an automatic dial

telephone, omits the send/receive amplifier and demultiplex

circuit portions, is not limited to an ISDN digital telephone,

and the claim thereof broadly covers an automatic dial

...........•................. t~l:!:l,l:!I?I'l!?.ll,.IL ... "!I'l;c:!:l.·..•... can r numbers.
Possibly, at present, there are no problems with this

limitation, since telephones which can store outgoing
telephone numbers are limited to automatic dial telephones,
and since ISDN digital telephones have not been sufficiently
distributed, it is thought that unnecessary portions can be

deleted and a right extending also to a normal telephone
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claimed, and an essentially wide right secured. Consequently,
when a notification of rejection was issued with regard
original application, a revision of the rejection

possibly eventuate without any opposition.

(case 11)
Field: F04 (Pump)

to the
would

An example wherein, since wide calims were filed and a
Notifieation of Rejection received, while the original
application was sufficiently narrowed and a reliable
attainment of right intended, 4 divisional applications filed
on the basis of the three embodiments, and in total 5
publications were obtained.
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[Original Application]

JUM·5 59·136912 (9/1011984)
Title: Ejector Device
Laid-Qpen 5 61·51 500 (417/1986)

Published H 4-41280 (9128/1992)

t

. ...
i

i·

Division 1
JUM·H 2·61764 (6/1111990)

~
Laid-Qpen H 3·59497 (611 2/199 1)

Published ~ 4-41277 (912811 992)
~
1

Division2
JUM·H 2·61765 (611'11 990)

~
Laid-Qpen H 3-59498 (6/1211991)

~
Published H 4-41278 (912811992)

~
1

Division 3
JUM·H 2·61766 (6/1111990)

~
Laid-Qpen H 3·59499 (6/12/1991).

~
Published H 4-41279 (912811992)

~
1

. . 14 . .

JUM·H 2·61767 (6/1111990)
~

Laid-Qpen H 3·59500 (6/12/1991)
~

~

Notification of Rejection (4110/1990)

~

Published H 3·1 1440 (311 911991)

Opinion, Amendment (6/1311990)

Registered 1889436 (2125/1992)
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(1) Original Application
Claims (at time of disclosure):

Claim 1: A ejector device comprising a plurality of vacuum
generators including nozzle portions and diffuser portions,
and a manifold having integral fluid supply and fluid exhaust
ports connected in common with the plurality of vacuum

Claim 2: The ejector device according to Claim 1, wherein
the vacuum generators are attached to the outside of the
manifold.

Claim 3: The ejector device according .to either of Claim 1
and Claim 2, wherein the manifold is formed separated into a
plurality of blocks corresponding to the vacuum generators.

Claim 4: The ejector device according to Claim 3, wherein
individually separate fluid supply ports and fluid exhaust
ports are formed for each individual vacuum generator in each
block.

Claim 5: The ejector device according to Claim 3, wherein
a plurality of vacuum ports are opened on a number of surfaces
in each block.

Claims (at time of publieation):

An ejector device comprising:
a plurality of vacuum generators, including nozzle

portions, vacuum generating portions and diffuser portions,
each provided independently and in series; and

a block-shaped manifold integrated with the vaccum
generators and having an air supply common port and an air
exhaust common port, wherein

a filter is provided in an air passage communicating
between vacuum generating portions of the vacuum generators;
and
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a first hole portion communicating between the nozzle
portion of each vacuum generator and the air supply common
port and a second hole prot ion communicating between the

diffuser portion and the air exhaust common port are provided
such that a direction of flow of air inside each of the vacuum
generators and each port respectively directly intersect.

Claims 2 to 5: No amendments.

(2) Divisional Application 11
Claim (time of disclosure to time of publication):

An ejector device comprising:
a plurality of vacuum generators each independent and

including a nozzle portion, a vacuum generating portion and a
diffuser portion; and

a manifold fixing the plurality of vacuum generators in

series, and having an air supply common port communicating

with· the nozzle portion of each vacuum generator, a common
vacuum port communicating with the vacuum generating portion,
and an air exhaust common port communicating with the diffuser
portio!),

wherein a means for selectively closing each vacuum
generator and ports of the manifold is provided.

Divisional Application 12
Claim (time of disclosure to time of publication):

An ejector device comprising:

a plurality of vacuum generators each independent and
including a nozzle portion, a vacuum generating portion and a

a manifold fixing the plurality of vacuum generators in
series, and having a fluid supply port communicating in common
with the nozzle portion of each vacuum generator and a fluid
exhaust port communicating with the diffuser portion,
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wherein a silencing means is provided in a fluid passage
for exhausting a fluid from the diffuser portion to the

exterior.

Divisional Application 14
Claim (time of disclosure to time of publication):

Divisional Application !3
Claim (time of disclosure to time of publication):

a manifold having a fluid supply port and a fluid exhaust
port common to each of the plurality of vacuum generators as
well as joining vacuum generators together,

wherein the manifold is recriprocally multi-layered with
the vacuum generators.

including a nozzle
a diffuser portionl

An ejector device comprising:
a plurality of vaccum generators

portion, a vacuum generating portion and
and

An ejector device comprising:
a plurality of generators including a nozzle portion, a

vacuum generating portion and a diffuser portionl and
a manifold having a fluid supply port and a fluid

exhaustport; and
an installation plate interposed between the vacuum

generators and the manifold and having a sealing effect,
wherein the nozzle portions and diffuser portions of the
vacuum generators communicate with the fluid supply port and
fluid exhaust port of the manifold via the installation plate.
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(1) Title Revised Patent Law and Utility Model Law, and New
Examining Standard: How To Deal with New Laws

(2) Date October, 1993 (the 24th Cincinnati)

(3) SDurce

(5) Keywords: Amendment, Trial, Utility Model Law, Examining Standard.

Group Japan
Committee: No. 1

Hayashi Kaoruko, Asahi Chemical Industry Co., Ltd.
Takenaka Hiroshi, Toyota Motor Corp.
Masumitsu Yukihiro, Nippon Zeon Co., Ltd.
Yamaji Shinya, Hitachi, Ltd.
Fukuroi Toshiyuki, Fuji Photo Film Co., Ltd.
Kume Hirochika, Fujitsu Ltd.
Takeda Shuitsu, Mitsubishi Electric Corp.
Abe Kunihiro,Mitsubishi Petrochemical Co., Ltd.

PIPASource1)
2 )

3 )

(4) Authors:

(7) Abstract:
This report describes the revised portion of the Patent Law and
and the Utility Model Law which will be enforced in 1994 and also
provides the future patent applicant with the information on how
how to deal with the new system of limited amendment. In
addition, this report outlines the recently-published new
examining standard with a number of practical reminders for the
applicant.

(6) Statutory Provisions
Japanese Patent Law

Japanese Utility Model Law:

sections 17, 17-2, 17-3, 40, 49, 53,
54, 64, 123, and 126.
Sections 2-2, 2-3, 6-2, 7, 10, 12, 13,
14, 15, 29-2, 29-3, 31, 32, and 40-2.
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Table of Contents

I. INTRODUCTION

II. REVISION OF PATENT LAW
A. IMPROVEMENT OF SYSTEM OF AMENDMENT

1. General Description (including the aim.ofthe latest
revision)
(1) Amendment To Add New Matter

New Matter
(3) Improvement of System of Amendment to Patent

2. Details of Revision
Chart 11-1 (Flow Chart of Examination Procedures for
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I. INTRODUCTION

In order to achieve harmonization with international practices
in the system of intellectual property rights and to facilitate the
patent examination process to meet our globalizing economic
activities, the amendments to the Patent Law and the Utility Model
Law were promulgated on this past April 23. These amended Laws
will enter into force within one year from the date of promulgation.

The latest revision of the Patent Law newly imposes a

trial system, while the filing of oppositions to grant ·of patent is
untouched even though it has been a long-standing agenda. The
Utility Model Law will introduce what is called the "non-employment
of examination" system. The guideline for the operation of the
revised Law is Scheduled for publication in coming autumn. On the
same date these amendments were promulgated, the patent Office
published the Examining Standard for application under the current
Law. This paper will describe the revised portion of the Patent
Law and the Utility Model Law, along with reminders for patent
applicants in conjunction with the latest amendment. Also Presented
is the new Examining Standard for patent application under the
current Law and the information on how to deal with the new standard.
The readers interested in how to utilize the new Utility Model Law
are advised to refer to the paper prepared by the Committee No. 4 of
PIPA, Japan. As of today, no specific date of enforcement has been
announced for the new Patent Law and Utility Model Law. The revised
Law will be applied as follows:

(1) New Patent Law
- "Improved system of amendment" and "Abolition of the trial

against ruling to decline amendment" win apply to any
application filed on and after the date of enforcement of
the new Law.
"Correction of patent during the procedures for trial for
invalidation of patent", "Abolition of the publication of
request and the trial for invalidation of correction", and
"Disapproval of any correction to add new matter" win apply
to the trial for correction demanded on and after the date of
enforcement of the new Law.

(2) New Utility Model Law
The new Law will apply to any application filed on and after the
date of enforcement of the revised Law.

The new Examining Standard on patent application under the
current Law is applicable to any application filed on and after
January 1, 1988.
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II. REVISION OF PATENT LAW

A. IMPROVEMENT OF SYSTEM OF AMENDMENT

1. General Description

In 1988, the Japanese Patent Law adopted the system of mUltiple
claims to harmonize with European and American patent systems.
Nevertheless, the patenting process at the P~tent office are not
facilitated enough due to a considerable amount of time required to
process amendments which is still permitted quite extensively to
applicants until the publication of application. Moreover, the
system which pays equal attention to an application with excessive
amendments and an application without amendments seems to be unfair
to the latter. So long as an applicant has such an extensive
freedom of making amendments, the specification of a patent
application will never have the quality high enough to fully reflect
the results of R&D efforts, and advanced and innovative technologies
will not adequately be protected.

Thus, the following revisions has become necessary for the
system of amendment: a) Prohibition of an amendment to add new
matter; b) Addition to the bases for refusal, invalidation (or
filing of opposition) of illegal amendment to add new matter; and
c) Improvement of the system of amendment to patent claims made
after the notification of reasons for refusal. These revisions are
necessary in achieving swift, adequate and fair patenting of
inventions, and fUlly protecting the results of R&D efforts. In
formulating revisions, amendment-related provisions and their
operations in major countries were taken into account. The
following subsections will explain the revision on the system of
amendment in detail.

(1) Amendment To Add New Matter

Under the current Law, amendments may introduce new matter
into the specification or the drawings, if before the publication of
application, so long as the gist of the specification or the
drawings is unchanged. However, the current system invites such

time of filing, thus resulting in inadequate and slow grant of
patent.

Moreover, the system may be unfair to an application that fully
discloses the invention at the time of filing. If amendments to add
new matter are permitted, a patent can be granted to the matter
undisclosed at the time of filing. As a result, such a patent may
cause unexpected damages to a third party. Major countries do not
allow such amendments as to add new matter.

In the latest revision, amendments to add new matter are
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prohibited in consideration of accomplishment of harmonization with
the international patent system, the need for swifter patenting
process, and the need to maintain fairness in the processing of
applications.

(2) Handling of Illegal Amendment To Add New Matter

Under the current Law, any amendment made before the
publication of application to change the gist of the specification
=='ooocin,oo declined. In connection",iththeruling-to
decline the amendment, the applicant may demand a trial. Once the
trial is initiated, the examination will be suspended until the
trial decision has become final and conclusive. The above
proceedings sometimes interfere with the purpose of patenting an
invention in a swift and adequate manner.

In major countries, there are statutory provisions stipulating
that an application for patent shall be refused if the applicant
illegally amended the application to add new matter. Based on the
need for harmonization with the international patent system and the
purpose of patenting inventions in a prompt and adequate manner,
any illegal amendment to add new matter has been included as the bases
for refusal, filing of opposition and invalidation.

(3) Improvement of System of Amendment to Patent Claims

Under the current Law, an applicant may make amendments in any:
number of instances even after notification of reason for refusal,
and may change the scope of the invention by amendments,oif before the
publication of application, so long as the gist of the invention is
unchanged. As a result, more than one examination procedures have
to be taken for a single application.

Amendments to change the scope of invention have been said to
delay the examination. Such an amendment will also interfere with
swift patenting process, will be unfair to applications without
amendments, and will increase the burden of monitoring by third
paties.

On the other hand, major countries adopt the system of multiple
claims, and amendments are adequately controlled. In those countries
once a response to the first office action is made by an applicant,
further amendments are practically restricted.

Based on the above situations, the revised Law limits amendments
made-after the response to the first office action.
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2. Details of Revision

Amendments are examined as shown in the attached Chart II-1.
"Flow Chart of Examination Procedures for Amended Application 1 and 2".
This section will be based on this Chart II-1.

(1) Amendment made within one year and three months from the filing
date of a patent application. and Amendment made before the
designated time limit associated with the first notification of
reasons for refusal

It must be noted that this subsection applies to those amendments
marked "A" and "B" on the Chart II-l.

CD Time Limitation

Time limitation for those amendments are the same as under the·
current Law:

(i) Amendments may be made within one year and three months from
the filing date of a patent application (Sec.17(1»;

(ii) After the above period has expired, an amendment may be made,
if before the transmittal of the ruling on the publication of
application, so long as the amendment is made at the time of
request for examination (Sec.17-2(1)(i)). or within three
months from the receipt of the notification of the request
for examination by a third party (Sec.48-5(2) and 17-2(1)(ii)),
or before the designated time limit associated with the first
notification· of reasons for refusal (Sec.17-2(1)(ii)). In
addition, the application to which said amendment is made
must be pending before the Patent Office. Any amendment
failing to fulfill the above conditions will not be accepted.

GD Restrictions on Amendable Scope
(i) Section 17(2) has been added to limit amendments made under

Section 17(1) to "the matters stated in the specification or
the drawings originally attached to the request." Hereinafter·
the "amendment to add new matter" will mean the "amendment on
matters other than those stated in the specification or the

"
(ii) Amendments made under Section 17-2(1)(i) through (iii) must not

be amendments to add new matter (Sec.17,..2(2)).

aD Handling of Amendment to Add New Matter under the Revised Law
(i) Any amendment of the applicant found to add new matter

(violation of Sec.17(2) or 17-2(2» made before the examiner's
decision of grant of patent will be the reason for refusal
(sec.49(1)(i)), the basis for filing of opposition if after
the publication of application (Sec.55), and the basis for
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invalidation of patent if after grant of patent (Sec.123(1){i) l ,
(ii) Since Section 40 of the current Patent Law has been deleted,

no patent application shall be deemed to have been filed at
the date when an amendment to add new matter in writing was
submitted. Amendments to add new matter will, if made after
grant of patent, be the basis for invalidation of patent
without exceptions (Sec.123(1)(i)). As a result, the patent
right will be deemed never to have existed.

(iii) Amendments will not be declined.

(2) Amendment made in response to the final notification of reasons
for refusal

Please note that this.subsection applies to the amendment
marked "C" on the Chart II-I.

CD Time Limitation
An amendment may be made before the designated time limit

associated with the final notification of reasons for refusal
(Sec. 17-2(1)(iv)). The application to which said amendment is made
must be pending before the Patent Office. Any amendment failing to
fulfill the above conditions will not be accepted.

~ Restrictions on Amendable Scope
(i) No amendment must be designed ·to add new matter (Sec .17-2 (2)) •

(ii) An amendment to patent claims includes:
1) Deletion of a claim or claims (Sec.17-2(3)(i))
2) Restriction on the scope of a claim or claims

(Sec.17-2(3)(ii))
- An amendment must be made to introduce limitations on

the whole or part of the features indispensable to the
constitution of the pre-amended invention, and further,
such an amendment must be made within the scope of the
features indispensable to the constitution of an invention of
which the industrial applicability and the problem to be
solved are the same as those of the pre-amended invention.
(The limitation to be introduced on the whole or part of
the features indispensable to the constitution of the
pre-amended invention will be hereinafter referred to as
the "Internal Limitation").

- The invention constituted by the features described in
the amended claims must be one which could have been
patentable independently at the time of filing of the
patent application therefor (Sec.17-2(4)).

3) Correction of errors in the description (Sec.17-2(3)(iii))
4) Clarification of an ambiguous description (Sec.17-2(3)(iv))

- Clarification must relate to only the matters mentioned
in the reasons for refusal.
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Under the current Law, if an amendment made before the

ruling on the publication of application but prior to the examiner's
decision of grant of patent, to change the gist of invention, said
amendment is declined by statute (Sec.53). Under the revised
Law, however, an amendment made before the transmittal of the ruling
on the publication of application and found, after the transmittal
of the ruling on the publication of application but prior to the
examiner's decision of grant of patent, to add new matter will not
be declined (Sec.53(1». Instead, the applicant will be notified of
the reason for refusal (Sec.50). However, an amendment made before

the

av Handling of Illegal Amendment under the Revised Law
(i) Unless an amendment is declined for the reasons as stated in

,(iii) below (in proviso to Sec.50), any amendment of an
applicant found to add new matter and made before the
examiner's decision of grant of patent will be the reason
for refusal (Sec.49(1)(i», the basis for filing of
opposition if after the publication of application (Sec.55),
and the basis for invalidation of patent if after grant of
patent (Sec.123(1)(i».

(ii) No patent application shall be deemed to have been filed at
the date when an amendment to add new matter in writing was
submitted, for Section 40 of the current Patent Law has been
deleted. An amendment to add new matter, if made after grant
of patent, will be the basis for invalidation of patent without
exceptions (Sec.123(1)(i». As a result, the patent right
will be deemed never to have existed. However, the above
shall noL be applied to amendments which are declined for the
reasons as stated in (iii) below (in proviso to Sec.50).

(iii) Any amendment under section 17-2(1)(iv) will be declined if:
(a) the amendment is designed to add new matter to the

specification or the drawings (Sec.17-2(2»;
(b) the amendment is found to have a purpose other than

deletion of a claim or claims (Sec.17-2(3)(i»,
restriction on the scope of a claim or claims by adding
internal limitations (Sec .17-2 (3) (ii) ), correction of
errors in the description (Sec.17-2(3)(iii» and
clarification of an ambiguous description
ISec.17-2(3)(iv»;

Ie) the invention constituted by the features described in
the claims amended by adding internal limitations is not
found to be one which could have been patentable
independently at the time of filing of the patent
application (Sec.17-2(4».

In any of the above cases, the finding must be made before
the transmittal of the ruling on the publication of application
(Sec. 53 (1 ) ) •
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This subsection applies to the amendment marked "D" on the
Chart II-l.

time of demanding a trial against examiner's
.. .. . ..W" therulIng'ont

(i) No
(ii) An

is
1 )
2 )

3 )
4 )

3 Amendment at the
decision of refusal oetore tne transm~tta~

publication of application

GD Restrictions on Amendable Scope
Same as (2) GD above.

amendment to add new matter is allowed (Sec.17-2(2)).
amendment to patent claims is allowed only if the purpose
to:
delete a claim or claims (Sec.17-2(3)(i));
restrict the scope of a claim or claims by adding
internal limitations;
correct errors in the description (Sec.17-2(3!(iii));
clarify an ambiguous description
(Sec.17-2(3)(iv)).

® Others
Reminders for applicants making amendments and handling of

illegal amendments under the revised law are the same as (2) above.
However, any illegal amendment related to this subsection will not
be declined in the course of examination. Instead, said amendment
will be declined by the trial examiner in a trial (Sec.163(1)).

0) Time Limitation
After the period of one year and three months from the filing

date of the patent application has expired, an amendment may be made
within 30 days from the demand for a trial against examiner's
decision of refusal, if it is before the transmittal of the ruling
on the publication of application (Body of Sec.17-2(1)1ind
Sec.17-2(1) (v)). In addition, the application to which said
amendment is made must be under examination by the Patent Office.
Any amendment failing to fulfill the above conditions will not be
accepted.

the publication of application and found, after the transmittal of
the ruling on the publication of application but prior .to the
examiner's decision of grant of patent, to relate to the claim scope
changes but made in violation of section 17(3)(i) through (iv) and
17(4) will still be upheld.

A person demanding a trial against examiner's decision of
refusal (Sec.121) may also appeal the examiner's finding in the
declining of an amendment (in proviso to Sec.53).
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(4) Amendment made after the transmittal of the ruling on the
publication of application

This subsection applies to the amendment marked "E" on the
Chart II-l.

CD Time Limitation
(i) If an applicant has received a notification of the examiner's

decision of refusal after the publication of application, the
applicant may make an amendment within 30 days from the
demand for a trial against said decision (Sec.17-3(1».

(ii) If the notification of reasons for refusal is made or the
opposition to grant of patent is filed after the pUblication
of application, the applicant may make amendment within the
designated time limit (Sec.64). The application to which
said amendment is made must be pending before the Patent
Office. AllY amendment failing Lo meeL the above conditions
will not be accepted.

~ Restrictions on Amendable Scope
The restrictions are unchanged from the current Law except that

the revised Law limits amendments to "the matters stated in the
specification or the drawings attached to the reguest" (Sec.17-3(2».
In this paper, the "amendment to add· n~w matter to the pre-amended
specification or the drawings'(hereinafter referred to as the
"Standard Specification") will mean the "amendment on matters other
than those stated in the specification or the drawings attached to
the reguest."

QD Handling of Illegal Amendment under the Revised Law
(i) Any amendment found to violate Section 17-3(2) through (4)

and Section 64(2) through (4) before the examiner's decision
of grant of patent will be declined as in the current Law
(Sec. 54 (1 ) ) •

(ii) After the grant.of patent, any amendment in violation of
Section 17-3(2) and Section 64(2) will be the basis for
invalidation (Sec.123(1)(1). On the other hand, any
amendment in violation of Section 17-3(3) and (4) and Section

(5) Table II-1 (Restrictions on Amendment)

The revisions described above are summarized in the attached
Table II-1 (Restrictions on Amendment).
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(6) Comparison with the Current Law

The attached Table II-2 (Improvement of Amendment: Comparison
of Current and Revised Laws) compares the current and the revised
Laws in terms of restrictions on the amendable scope and violation
of said restrictions for each step of application.

(7) Comparison with Systems of Other Countries

The attached Table II-3 ( with of Other
"", "',1' """, """" ""'," '"." "",,"""""""""""""""" "" """", """""",

Countries) compares our revised Law the European Patent
Convention and the US Patent Law in terms of restrictions on
amendments to add new matter, legal treatment of said amendments,
restrictions on amendments to patent claims after the notification
of reasons for refusal.

3. Recommended Actions and Reminders for Applicant

(1) Amendment made within one year and three months from the filing
date of a patent application, and Amendment made before ,the
designated time limit associated with the first notification of
reasons for refusal

CD Amendment-related reminders
(i) An application must well describe the invention for which a

patent is sought at the time of filing since no amendment is,
allowed to add new matter (Sec.17(2), 17-2(2» and the extent
of remedial measures for insufficient description has been
narrowed down.

(ii) Applicants need to take quick and appropriate act i ons
according to the purpose of application. The current Law
allows, if before the publication of application, any
amendment to broaden or alter the scope of invention
pertinent to the application, so long as the gist of the
invention is unchanged (current Law Sec.17-2). Under the
revised Law, however, no applicant can make amendment to
newly include an invention, even though it has been described
in the specification or the drawings attached to the original
application, to the patent claims in order to broaden or
alter the scope of invention (Sec.17-2(3». Thus, applicants
need to take actions more promptly and more adequately under
the new Law. Each applicant should take full advantage of
the system of mUltiple claims from the time of filing an
application, and prepare a specification to obtain
comprehensive protection for the results of R&D efforts
without omission.
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GD Recommended actions for applicant when amendment to add new
matter is held as the reason for refusal, or the basis for
opposition or invalidation
(i) If an applicant cannot accept the decision that his amendment

is made to add new matter and therefore falls within the
reason for refusal, etc:
The applicant may submit a statement of arguments for the
reason for refusal (Sec;50) and a written reply for the
filing of opposition to grant of patent (Sec.57), and may
demand a trial against examiner's decision of refusal
(Sec.121) and submit a written reply for demand of trial for
invalidation (Sec.134 (1».
In these responses, the applicant should argue that said
amendment is not designed to add new matter. The following
is the samples of possible argument:
(a) If the amendment changes the elements of the invention,

the applicant should aryue LhaL such change is within the
scope of the matters stated in the specification or the
drawings attached to the original application;

(b) If the amendment eliminates the second process of the two
-process invention, the applicant should argue that the
remaining first process in the patent claims has been
stated as an independent and complete invention in the
original specification or drawings;

(c) The applicant should argue that the advantageous effect
of addition resulted from said amendment is within the
scope of the matters stated in the original specification
or drawings.

(ii) If an applicant accepts the decision that his amendment is
made to add new matter and therefore falls within reason for
refusal, etc:
The applicant may:
(a) make an amendment to the specification or the drawings

within the designated time limit for submission of a
statement of arguments or for a written reply for the
filing of opposition to grant of patent (Sec.l7-2(l)(v),
64), and delete the new matter added by the amendment
which is held as the reason for refusal, etc;

drawings attached to the request (Sec.134(2) within the
designated time limit for submission of a written reply
for demand of trial for invalidation (Sec.134(l), or
within the designated time limit for stating an opinion
on the results of the trial examination ex officio
(Sec.153(2), and delete the new matter added by said
amendment.

(iii) No applicant can demand a trial against. the ruling to decline
amendment. (Section 122 of the current Law will be deleted.
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The amendment to add new matter cannot even be declined. )

(2) Amendment made in response to the final notification of reasons
for refusal

(j) Amendment-related reminders
(i) Section 17-2(2) which prohibits addition of new matter

applies, as in (1) 1. above.
(ii) Amendment to patent claims

claims under this paragraph, each applicant is reminded
that it is virtually impossible to reinstate the deleted
claim or claims in the application.

- section 17-2(3) (ii): In the event of restricting the
invention stated in the patent claims under this paragraph,
each applicant should see to it that such an amendment
falls within amendment to add internal limitations and
that the invention constituted by the features described in
the amended claims must be one which could have been
patentable independently at the time of filing of the
patent application.

- Section 17-2 (3)( i v): Since amendments with the purpose
stipulated in Section 17-2(3)(iv) are limited to "the
matters,mentioned in the reasons for refusal (parenthesized
portion of Sec.17-2(3)(iv)" after the revision, each
applicant is reminded that any unrelated amendment to
capitalize on a allowable amendment to patent claims is
totally illegal.

.GP Recommended actions for applicant when his amendment has been
held as the reason for refusal, or the basis for opposition or
invalidation
(i) If the amendment has been refused, etc., on the ground that

it is being an amendment to add new matter, the applicant may
submit a statement of arguments or make other responses to
argue that said amendment is not designed to add new matter,
as in (1) GP above.

(ii) Each applicant is reminded that he cannot demand a trial
against the ruling to decline amendment even when said
amendment has been declined in accordance with Section 53.
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(3) Amendment at the time of demanding a trial against examiner's
decision of refusal before the transmittal of the rUling on the
publication of application

Both CD Amendment-related reminders and ~ Recommended actions
for applicant when his amendment has been held as the reason for
refusal, or the basis for opposition or invalidation are the same as
(2) above.

(4) Amendment made after the transmittal of the ruling on the
publication of application

CD Amendment-related reminders
(i) Although the same applies under the current Law, each

applicant is reminded that an amendment to add new matter
to the standard specification will be declined if before the
examiner's decision of grant of patent, and will be held as
the reason for invalidation of patent if after the grant of
patent (Sec.17-3(2), 64(2), 123(1), 54).

(ii) Each applicant is also reminded that there is an additional
reguirement for amendment when compared with those for
amendment before the ruling on the publication of application;
An amendment must not substantially broaden or alter the
scope of claims. Any amendment in violation of this
reguirement will be held as the reason for invalidation of
patent.

~ Recommended actions for applicant when his amendment has been
held as the reason for refusal, or the basis for opposition or
invalidation
(i) If an amendment has been refused, etc., on the ground that it

is being an amendment to add new matter, the applicant may
submit a statement of arguments or make other responses to
argue that said amendment is not designed to add new matter,
as in (1) ~above.

(ii) "If an amendment is found illegal on the ground that it has
SUbstantially broadened or altered the scope of claims, the
applicant should make the following arguments in the

(a) Said amendment is the deletion of alternative expression;
(bl Said amendment is the serial addition of elements;
(c) Said amendment is the change from genus to species;
(dl Said amendment is designed to correct errors apparent

from the specification or the drawings, or to clarify an
ambiguous description.

(e) Said amendment is designed to clarify the functions
stated in the patent claims on the basis of embodiments.
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Table 11-1 Restrictions on Amendment

[If illegality is found after
registration •.. ]

Basis. for invalidation (Sec .123(l)( s»

Handling of illegal
Amendment

[If illegality is found before
transmittal of a copy the ruling on
publication of application ... ]

Declining of the amendment (Sec.53)
-+ The ruling to decline an amendment
can be contested by a trial against
examiner's decision of refusal. (The
trial decision to decline the
amendment can be contested by an
action against -trial decision.)

[If illegality is found before
registration ... ]
Reason for refusal or basis for
opposition (Sec.40(1)(i))

* However. if an amendment made before
the demand for trial is found to be
illegal while the trial is in
progress. said amendment will not be
declined. but subject to following
treatments (pa~enthesized part of
50c.159(1»:
CD in the box at left: Reason for
refusal (Sec.49 (1)(i))
CD in the box at left: Permissible.

Restrictions on
Amendable Scope

CD (Specification. Drawings)
An amendment is limited to the matters
stated in the specification or the
drawings originally attached to the
request (Sec.17(2) and 17-2(2)).
® (Patent Claims)
i) Deletion of claim/s
ii) Restrictions on the scope of a claim
or claims (an amendment must be made
within the scope of the features
indispensable to the constitution of an
invention of which the industrial
applicability and the problem to be
solved are the same "as those of the pre
amended invention.)
iii) Correction of errors in the
description
iv) Clarification of an ambiguous
description (only on those matters
mentioned in the notification of reasons
for refusal) (Sec.17-2(3))

1. (Specification, Drawings)
An amendment is limited to the matters
stated in the specification or the
drawings originally attached to the
request (Sec.17(2) and 17-2(2)).

Time Limitation

(5) Within 30
days of the
demand fora
trial against
examiner's
decision of
refusal (Sec.17-2
(1) (Lv) and (v)).

Amendments can be
made at any time
(50c.17(1».

(4) Before the
designated time
limi t associated
~ith the second
notification of
reasons for
refusal

(1) Simultaneously
with the request
for examination
(2) Within three
months from the
receipt of the
notification of
the request for
examination by
'A,~thtrd'--'p-arty"w,,~, ,,,,'" I" ,>

(3) Before the
designated time
1imit as s oc i a t ed
wi. th the first
notification of
reasons for
refusal (Sec.l7-2
(l)( i ) through
(iii)) •

I

1 year and
3 months

Application

i

I
1~

,.

L,,_

I

Transmittal of
a copy of the
ruling on
publication of
application

Examiner's
decision or
trial decision
becomes final
and eoncl usive

(1) Before the
designated time
limit associated
with the notifica
tion of reasons fo
refusal
(50c.64(1».
(2) Before the
designated time
limit for reply
associated with
the filing of
opposi tion to
grant of patent
(50c.64(1».
(3) Within 30
days of the demand
for a trial
against examiner's
decision of
refusal (Sec.17-3
(1» •

* The amendment mentioned in CD ii) is
permissible only when the amended
invention is independently patentable.
(50c.17-2(4»

(Specification, Drawings)
Standard specification (the latest prior
to the amendment)
CD An amendment is limited to the
matters stated in the specification
or the drawings attached to the
request (Sec.17-3(2) and 64(2)).
GD i) Restrictions on the scope of a
claim or claims
ii) Correction of errors in the
description
iii) Clarification of an ambiguous
description (Sec.17-3(3). 64(3))

* All of above amendments
are limited to the matters mentioned -in
the notification of reasons for refusal
or in the written opposition.
** The amendment mentioned in CD must
not substantially broaden or alter the
scope of the patent claims (Sec.17-3(4),
64(4).

[If illegality is found after
transmittal of a copy ruling on
publication of application ... ]

CD in the box at left: Reason for
refusal or basis for opposition
(Sec.49(l)(i);Basis for invalidation
(Sec.123(l)(i») .

GD in the box at left: Permissible
(amendment not declined)

[If illegality is found before
registration ... )

Declining of the amendment (Sec.54)
-+ The ruling to decline an amendment
can be contested by a trial against
examiner's decision of refusal. (The
trial decision to decline an amendment
can be contested by the action against
trial decision.)

[If illegality is found after
registration~•• ]

CD in the box at left: Reason for
invalidation (Sec.123(1)(i))
GD in the box at left: A patent is
deemed to have been granted w.r.t. the
application without such illegal
amendment (Sec.40).
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Table 11-2 Improvement of Amendment: Comparison of Current and Revised Laws

Current Law

1. Amendment before transmittal of a copy of the
ruling on publication of application

[Restrictions on Amendable Scopel
- No amendment must change the gist of the invention

(Sec.·H).

[Handling of Illegal Amendment under the Law]
- Any amendment found to change the gist, if made

before the examiner's decision of grant of patent,
will be declined (Sec.53).

- If the amendment is found to change the gist after
the grant of patent, the patent application
~ill be deemed to have been filed at the time the
written amendment was submitted (Sec. ~O).

[Means to Appeal]
- A trial against ruling to decline amendment may be

demanded (Sec.122).

2. Amendment after transmittal of a copy of the
ruling on publication of application

[Restrictions on A~endableScope]

- Any amendment must relate to the matters stated in
the notification of reasons for refusal, opposition
filed, or the examiner's decision of refusal and
must have the purpose of:
d) restriction of the scope of a 'cIatn or claims;
ii) correction of errors in the description; or
iii) clarification of an ambiguous description
(50c.64. 17-3).

- No ameridment must broaden or alter the
claims

[Handling of Illegal Amendment under the Law]
- Any amendment found to violate the specified

statutory restrictionsbefo.ret.he .examiner' s
decision will be declined (Sec.54).

- If an amendment is found tc.wrc Ia te the specified
statutory restrictions after the examiner's
decision,. B patent is deemed to have been granted
w;r.t. the applicBtionwithout said amendment
(Sec.42).

[Means to Appeal]
- The declining of amendment may be contested in a

trial against examiner's deCision of refusal
(Sec.121).

Revised Law

1. Amendment before transmittal of a copy of the
ruling on publication of application

[Restrictions on Amendable Scope]
- No amendment must add new matter (Sec.17(2),

17-2(2».
- Any amendment to patent claims to be made in re

sponse to the final notification of reasons for
refusal must have the purpose of (i) deletion of a
claim or claims; (ii) restriction on the scope of a
claim or claims (only by adding internal.
limitations; and the amended invention must be
independently patentable), (iii) correction of
errors in the description. or (iv) clarification of
an ambiguous description (related only to those
matters mentioned in the final notification of
of reasons for refusal) (Sec.17-3(3).

[Handling of Illegal_Amendment under the Law]
- Any amendment to add new matter will be the reason

for refusal, and the basis for filing of opposition
to grant of patent or for invalidation (Sec.49, 55.
123) .

- If an amendment made in response to the final
notification of reasons for refusal is found to be
illegal (in violation of Sec.17-2(2), (3) or (4»
before the publication of application, said
amendment will be declined (Sec.53).

- If an amendment made in response to the final
notification of reasons for refusal is found to be
related to patent claims and illegal (in violation
of Sec.l7-2(3)'after the publication of application
but before the examiner's deCision of grant of
patent, said amendment will receive no sanctions.
If an amendment to the specification, etc. is found
to add new matter after the publication of
application but before the examiner's decision of
grant of patent, said amendment will be the reason
for refusal and the basis for filing opposition.

[Means to Appeal]
- The declining of amendment may be appealed in a

trial against the examiner's decision of refusal.

2. Amendment after transmittal of a copy of the
ruling on publication of application

[Restrictions on Amendable Scope]
- Almost the same as under the Current Law except that

any amendment to add new matter is not allowed, as
in an amendment before the publication of
application (Sec.17-JC2l).

[Means to Appeal]
- The declining of amendment maybe contested in a

trial against examiner's decision of refusal
(Sec.121).
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Table 11-3 Comparison·with Systems of Other Countries

Japan European Patent Convention (EPC) US Patent l.aw

Amendment

To Add

New Matter

- Amendments to the specification

or the dra~ings are li~ited to the

matters stated in the specification

- A European patent application ••.

may not .be amended in such a way

that it contains subject-matter

- No amendment shall introduce new

matter:irito the disclosOre of the

inventiort (35USG132, 37GFR1.53).

or the drawings originally attached . which extends beyond the content of

to the application (Sec.17(2), the application as filed (ErG

17-2(2), 17-3(2), 64(2)) Article 123(2».

-----

Handling of

Amendment To
~

I Add NewI\J
01

Ma t t.er under

the Law

- Any amendment to add new matter

will be the reason for refusal

(Sec.49(1», and basis for filing

opposition to grant of patent

(Sec.55), or for invalidation of

patent (Sec.123).

~

- Any application wi.th the amendment - Any ap~lication, if new matter has

to add new matter will be refused been i traduced, shall be rejected

(EPG Article 96(2». (37GFR .118).

for refusal may add' new matter. The I Division the applicant may, of his

Improvement of

Scope of

Patent Claim

- No amendment made in response to

the final notification of reasons

addition of external limitations to

the patent claims is treated as an

illegal amendment (Sec.53).

- After receipt of the first

communication from the Examining

own voliti6n, amend once the

description, 'claims and drawings

(Implementing Regulations

Rule 86(3».

--

~ If an amendment made in the

course of the first examination on

the merit creates a new basis for

rejectioQ of a claim or claims,the

rejectio~ of the claim or claims

will f i.na l Lae (MPEP706.07(a».

Thereafter, no amendment shall be

allowed 137CFRl.116).



4. Recommendations for Company in Preparing and Managing
specifications

Since the revised Patent Law has focused on Improvement of
the System of Amendment (or restrictions on amendment), each company
is required to extensively examine· a draft specification prior to
filing a patent application.

Under the current Law, many applicants first secure the scope
of patent claims as broadly as possible. If the applicant is
notified of the reason for refusal which includes citation of prior
art, the applicant makes an amendment which would not change the
gist of invention, in order to distinguish the claimed invention
from the prior art. Moreover, in an impatient attempt to file an
application as quickly as possible, some applicants submit the
specification on apparently incomplete invention without clarifying
the features of the invention and specifying the elements that were
indispensable to the constitution of the invention.

As the new Law is set for enforcement, each company is
recommended to devote as much energy as possible to preparation of
high-quality specifications fully reflecting the results of its R&D
efforts for the initial stage of patenting its inventions. The
following is our recommendations on preparation and management of
specifications. In developing the recommendations, the time limits
intrinsic to our first-to-file system have also been
taken into consideration.

(1) Recommendations on preparation of Specification

In this section, case studies in mechanical/electrical and
chemical engineering are presented to emphasize the newly introduced
prohibition on addition of new matter which calls for greatest
attention. In each of the case studies, the desirable specification
is studied.

CD Case Study #l (Mechanical/Electrical Engineering)

An extensive search for prior art
filing an application on an invention.

is the prerequisite for
In our opinion, (a)

the

which is
and as a

is an example.of a claim
through (c) respectively

indispensable elements and (c) developing from species into genus
should be the major points in preparing the claims.

·In the case where a notification of reasons for refusal has
necessitated an amendment, the amendment will mostly result in the
claim changes. Each applicant should conduct a thorough prior
investigation, thereby preparing an application which does not call
for any amendment to the claims.

Presented in this case study
deficient in the above points (a)
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result cannot be recovered by amendments after the notification of
reasons for refusal due to the new matter prohibition.

2. Case Study #2 (Chemical Engineering)

In ~he chemical engineering field, applicants often find
difficulties in listing a sufficient number of embodiments in the
specification at the time of filing an application. Now that the
Law and the Examining Standard are revised, it is important that

possible, so long as the applicant is capable of expressing novelty
and inventiveness of the invention, instead of narrowing down the
claims in fear of the revised Law and Examining Standard.

The case chosen for study indicates that a broader claim is
obtainable.and the advantage of the invention over the cited prior
art is demonstrable by utilizing a lab certificate.

(2) Recommendations on Management of specification

This section will examine the recommendable way for a company.
to manage a specification in order to deal with the improved system
of Amendment in the revised Law.

The desirable specification management in a company is also
presented to enable each company to deal with the improved system of
Amendment and prepare the specification without having difficulties
with .the improved amendment system. This section will feature the
useful "Checklist for Specification" (Table II-6) and "Points in
preparation of Specification To Deal with the 'Improved System of
Amendment'" (Table II-7) which describes the roles to be played by
the patent department, the engineering department and the patent
agents and attorneys.

CD Utilization of Checklist

Since the revised Law restricts amendments to the specification
if once the patent application is filed, it is essential that the
inventor (and the exterior patent attorney if the application is
farmed out) follows the attached Checklist to examine the invention
and improve the content of the specification prior to filing on application.

Each check point will be explained according· to the "Checklist
for Specification" (Table II-6).

Indicated in rows are the check points on the subparts of the
specification listed in the same order as in the specification:
Claims, Purpose of the Invention, Description of the Invention,
Embodiments (and Compound). Indicated in columns are: Points
related to the content and Points related to management.
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The following is the brief description for each check point:

i. Claims
Check each claim for distinguishablity from the prior art,

inclusion of unnecessary limitations, omission of necessary
limitations, accuracy of numerical limitations, and sufficient
utilization of the System of Multiple Claims. Then, 'check each
claim according to such management points as confirmation of novelty'
and inventiveness, confirmation for presence of pioneer patents,
understanding of the invention, establishment of a patent right as
an effective tool in patent litigations, prevention of refusal by
insufficient description, and possibility of filing a package
application on related inventions.

ii. purpose of the invention
Check the descriptive portion of the purpose of the invention

for whether or not appropriate prior art is cited in the part of
describing the prior art and whether or not the invention is fully
distinguishable from the prior art cited. Then, check that portion
according to such management points as consistency of the prior art
cited and special considerations in preparation of IDS for a US
patent application.

iii. Description of the invention.
Check the portion which describes the invention for confirming that

it sufficiently describes the invention in graded steps (from
broad expression to medium, narrow expression), that the
reason for numerical limitations is appropriately explained, and
that the uniformity in terms and expressions is totally
achieved. Then, check that part in view of such management points
as establishment of sufficient grounds for adding limitations to the
prior art, and prevention of refusal by insufficient description.

iv. Embodiments (Working examples)
Check each embodiment for confirming that the advantageous

effects of the invention are proved through comparative tests with
the closest prior art, and that the number and the mode of
embodiments are sUfficient to cover the scope of claims. Then, check

establishment of grounds for patentability of the invention over the
prior art, and prevention of refusal by insufficient description.

v. Compound
Check the part describing the chemical compounds, if any, for

confirming that a sufficient number and variety of examples of
compounds are listed, and that it adequately and fully
describes the functional group, substitution, carbon number, molecular
weight, formation of polymer, physical property values, method of
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synthesis, and the amount of additive. Then, check each part
according to such management points as establishment of grounds for
adding limitations to the.prior art, and prevention of refusal by
insufficient description.

~ Roles To be Played by Patent Department, Engineering Department
and Patent Agents and Attorneys

In order to file an application accompanied by closely examined

the patent agents and attorneys all have their roles to play, and
their activity must be concerted.

While, the existence of third parties must be kept in mind when
preparing the specification. Various actions are necessary not only
in connection with the Patent Office but also with the court,
competitors, and the infringer.

In this subsection these matters to be attended to are
presented by using the "Points in Preparation of specification To
Deal with the 'Improved System of Amendment'" (Table 11-7). This
table lists the points which should always be remembered as well as.
the points related to the "improved system of amendment".

i. Actions required of inventors (Engineering department)
- In order to obtain a patent, each inventor is required to study

the substance of his invention, totally understand the technology
that is the closest to that invention, and thereafter to include the
best mode of carrying out the invention, and prepare a written
suggestion disclosing the completed invention.

- In order to distinguish the product or process performance
attained by the invention from the prior art, each inventor should
conduct a stUdy to distinguish the invented device or process
specifically from the competitive products or process particularly
in t.arrns of effect.

- In terms of enforcement of the patent right, each inventor
shall study the scope of easy analogical inference, eliminate any
unnecessary limitations, and study the development into various·
categories of the invention.

ii. Handling of application (Patent department)
- In order to obtain a patent, the stuff of the patent

department should retrieve the information on the prior art from
the data base, evaluate the degree of perfection of the suggested
invention, decide the feasibility of filing a patent application,
and discuss the policies in utilizing the System of Multiple Claims.

- In order to distinguish the product or process performance
from the prior art, the stuff of the patent department should
obtain the information on competitive products or process, confirm
the difference between the suggested invention and the existing

129



competitive products or process, and study the possibility of
filing a package application on related inventions.

- In terms of enforcement of the patent right, the stuff of the
patent department should try to expand and develop the invention
and study the scale of competition with other companies.

iii. Preparation of specification (Patent agents and attorneys)
- In order to obtain a patent, each agent or attorney should

sort out the claims according to the level of inventive concept
ranging from genus to species, and prepare a measure including
deletion of a particular claim to respond to the examiner's refusal
by citation of prior art.

- In order to distinguish the product or process performance
from the prior art, each agent or attorney should point out the
deficiencies of the competitive products or processes in the
description of the prior art (without mentioning the particular
names of the competitors) in order to emphasize the advantage of the
product or process developed on the basis of the invention.

- In terms of enforcement of the patent right, each agent or
attorney should try to develop the substantially identical invention
into other categories, describe various embodiments, eliminate
unnecessary limitation in order to prevent infringement by third
parties.

(3) Reminders in Patent Practices

The following is what every practitioner should do and should
not do after the enforcement of the revised Patent Law in view of
the improved system of amendment and the revised Examining Standard.

CD Submission of lab certificate

Each practitioner should not make an amendment to add
embodiments in order to demonstrate the advantage (unexpected
effect) of the invention over the prior art, or to demonstrate
that another working example of the invention falling within the
patent claims has the same effect of the embodiment already included
in the specification. Instead, a lab certificate should be

Note: In the US patent examination practices, such a lab certificate
is usually submitted in the form of "Rule 132 declaration". The
"compound of the invention" mentioned in a lab certificate can be
used to demonstrate the advantage (unexpected effect) of the
invention even if said compound is not specifically described in the
specification, provided that the compound is included in the patent
claims. The treatment is similar in Japan. The "compound of the
invention" stated in the lab certificate can be any compound included
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in the patent claims even if said compound is not specifically stated.
in the specification.

GD Utilization of national priority institution

It is advisable to file an application claiming the national priority
institution to correct insufficient description in the specification,
to further improve the invention, or to add (another compound or
embodiment) for the purpose of preventing later applications on

However, the application claiming the domestic priority may be
unnecessary when the submission of lab certificate will suit the
purpose of demonstration of the advantage of the invention over the
prior art, or demonstration of the effects attained by the invention
claimed, as shown in CD Note above.

aD Utilization of System of Multiple Claims and divisional application

The System of Multiple Claims should fully be utilized to claim
as many "multi-sided" claims as possible in the specification at the
time of filing a patent application. "Multi-sided" claims include
various claims ranging from generic claim to species claim, claims.
expressed in diverse perspectives, claims on material, claims on
manufacturing process and claims On usage.

When the first refusal is received, it is recommended to study
the reason for refusal including the prior art cited by the examiner,
in order to find a new claim that can be relied on in the future
argument over patentability. To add multi-sided claims, if any, is
an effective measure to prepare for the final refusal. If there is
no suitable claim to counter the final refusal, but there is a new
invention found in the specification, discuss the divisional
application.

Note: In the US patent examination practices, the applicant may
file a divisional application claiming another compound not found
in the description of the embodiments (working examples) of the parent
application, provided that said compound is specifically mentioned in the
specification of the parent application, and said compound operates
equally under the same conditions for the embodiments described in
the parent application. Based on the same practices, a divisional
application is permissible in Japan.

(4) Conclusion

If a company is to deal with the new Law with the improved
system of amendment, the engineering department, the patent
department and the patent agents and attorneys need to adopt a new
idea according to their respective positions.
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In order to do so, the patent department should first
understand the latest revision of the Patent Law and form
countermeasures for the company as quickly as possible. Since the
system of amendment has been improved (or restricted), the
countermeasure should focus on how to prepare a high-quality
specification which fully reflects the results of the R&D efforts
prior to filing a patent application.

As part of specification management, each company will be
required to intensify (1) extensive investigation of prior art,
(2) improved understanding of the invention, (3) confirmation of
novelty and inventiveness over the closest prior art, and
(4) promotion of package application to capitalize on the System of
Multiple Claims from now on. "Checklist for Specification" and
"Points in Preparation of Specification To Deal with the 'Improved
System of AiDendment'" provided herein may help facilitate the
specification management at each company.
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Table IT -4 [Case Study Ill)

A detailed example of an inadequately described claim. (Mechanical/electrical engineering field)

[Study details]

[Study points]
ill. Is there a clear description of how the features of this invention differ from those of

the prior art?
® Are the features of this invention described by using indispensable elements to the

invention?
CD Are the elements described in a generic expression?

J unit

~:

A fastening bracket
~

,.
curve

® Absence of indispensable elanents:
(Problem points)

An element indispensable to this invention, "a coaxial cable formed in such a way as so
make the axial centers of the connectors at both ends of the cable parallel t II as well as

""grasping the coaxial cable and shaping its extended portion as desired, and thus match the
axial centers of the cable-side and. unit-side connectors, II are absent.

(Countermeasure)
The aforementioned element (sequence of procedures) is that would normally be included in

the "advantages" or the "embodirrerrts" subpart of the specification.
Hence they will not be considered as new matters; however. it is desirable to include them

in the original patent application.

ill Difference from the prior art:
"A rrethod using an extremely contton electrical cord that dangles by its 0\Im weight, on

which connecting the units" is publicly known.
(Problem points)

It is difficult to assert how this invention is technically distinguishable from the prior
art, if the description only covers how the cable is cormected.Although the purpose of this
invention is a coaxial cable which has a flexible external conductor With a metallic corduf.t ,
this fact is not clearly described in the patent claim."

(Countermeasure)
Although an amenc1rnent to include "a coaxial cable which has an external conductor with

metallic ccrdui.t" as well as a counterargument stating IIA coaxial cable which has an external
conductor with matalHc conduit is practically non-flexible in a short-length from. it cannot
provided an extended portion unless such an extended portion is 'Intenttonally preconftgured."
may be necessary. if such dnformatdon is not initially provided in the specification or the
drawings originally attached to the request, it will be considered as adding new matter.
Hence, such matters must be. provided, starting with the original patent application.

® Developrent into genes:
(Probl,en points)

After filing the application. it has become evident that "an optical fiber cable
provided with metallic conduit" should have been included. in the claim of this invention.

(CounteITDaaSures)
Anendments and additions making Claim 1 as that for a genus which includes the optical

fiber cable. and Claim 2 as the coaxial cable. and Claim 3 as the optical fiber cable, may
be considered adding new matter which had not been described in the original specification
or drawing. Hence, such matters must be pr~ded in the original application.

(ClaiJn)
A coaxial cable connecting method for connecting

placed in parallel units. characterized in that
the breadth of the coaxial cable (5) is provided u ...

with slack in the fonn of a curve or coil, and unit-side~
that thecable-side .connectors (6). at both ends connector
of the breadth of the cable (5). are connected 7
to each of the urute-side connectors (7) ~ which , b#'

.""'.~A'" '~",' "~,,,-- """I;_,,~!,~,_,Jg,c_~_~~g__.~n._.P_t;SP9~!_~'i,,_~ __,.~_!~U~J,,,JP,,,_~~tL,,:~~,-~,-~,,.~,~,~: '
other. connector
(Advantage)

By providing flexibility to the coaxial cable.
this method allows the axial center of the
cable-side connector to easily match the axial
center of the unit-side connector.
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Table IT -5 [Case Study ilZ J

A detailed example of ina~equately described embodiments. (Chemical engineering field)

(Advantage)
In comparison to the singular use of the ultraviolet ray absorbing agent. the usage of' the

emulsifying dispersant in which the aforenent.ioned po lyner is included. prevents the
ultraviolet ray absorbing agent itself frtm becoming damaged by the ultraviolet- rays, thus
enhancing its effectiveness against ultraviolet rays in a superior manner and increasing its
sunburn prevention capability to a level that has rot been heretofore anticipated.

(Claim)
Cosrretdc emulsifying liquid characterized by the presence of both the ul trevtolet ray i

absorbing agent and the emrlsdfying dispersant consisting of vinyl po lyner which is insoluble i
in water and soluble in organic solvent. I................................... ····1

(Examination stage)
Even in case of chemical compounds not described as the LN agent or vinyl polymer examples

in, the original specification, provided that they fall into such a category. and that the
applicant, establishes that the advantages of the invention are achieved by using these
chemical compounds (e.g .• by sutmitting a "lad certificate"), a broader scope of claim
including such chemical compounds can be obtained. The advantages of the invention over the
prior art cited, by the examiner can 'similarly be- supported by a lab certificate•

......... c..

(Embodiments)
Emulsifying

CD
®
®
@

liquid W agent
A,
A,

B.
B.

Polymer
P.
P.
P.
P.

(Example of ,chemical compound combinations in the "lab certificate")
EimJlS~ying liquid UV agent Polymer

cg,; k. P•
.'§) B, P1

(1)"'1 AJ. 0 Pa
®*1 &0 PI O

®*2 C PI O

®>*Z A" Q
*1. Although none of the following, UV agent A!. 0 • &0. PolYJIEr Pa. PIO, are given as detailed

examples in the original specification. they are chemical canpounds which fall Into the
categories of being a2- (2'~hydroxyphenyl) benzotriazoletype tNagent. a benzophenon
type Uv agent , an acrylic acid type polymer. or a methacrylic acid type palymer ,
respectively.

*2. Although the W agent C dose not correspond to the benzotriazole type UV agent or the
benzophenon type W agent. it falls within the category of W agents , Moreover, although

Q does not correspond to the acrylic acid methacrylic acid type

is insoluble in water

(Observation) .
It is permissible to assert the patentability of the invention. within the scope of the

patent claim in the original application, based on emrl.sifders ':2) and ® specified in the
aforenentdoned lab certificate.

It is also permissible to assert the patentability lased' on emrlsdfders CD and ®.
Furtherrmre , it is understood that it is permissible to assert the patentability based on
ern.Jlsifiers® and ®l. fran the perspective of harnmdzing with USP10 and EPO exammatdon
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Check Points

1. Claims

Table 11-6 Checklist for Specification

Points Related to the Content

- Is each claim distinguishable from the prior art?

- Does each claim include unnecessary limitation or omit necessary
limitation?

Points Rela~ed to Management

- Confirmation of,nJ~elty and inventiveness.
- Prevention of self~conflict under the EPC.
- Prevention of rej~btion undei 35USCI02(eJ.

>

- Confirmation of pi~neer patent.
- Understanding of ~nventi6n.

"

-,

- Does each claim include parameters which will help find the
infringement by others?

- Does the numerical Limitation employed in the patent claims have the
ubbp.y and lower liMits?

- Does the specification includemulti~sidedclaims by utilizing the
improved system of multiple claims?
1. Various claims ranging from generic claim to species claim.
2. Various claims illustrating the invention from different angles.
3. Claims for material, manufacturing process and usage.

- Establishment 'of ~~tent right
tool in patent litig~tions.

as a effective

._-

~

co
01

2. PurpOse of
the Invention

- Technical field
of the invention

- Prior art
- Problem to be solved

by the invention

3. Description of the
Invention

4. Embodiments

5. Compound

- Is the prior art closest to the invention cited, and the problem of
the prior art specified?

- Does the description of the prior art include excessive citation
of references or citation of references that are irrelevant (immaterial)
to the claims?
- Are necessary prior art references cited to explain the difference
from the invention?

- Are the elements of each claim defined and then described in detail?
- Is the invention described in graded steps (from broad expression
to medium, narrow expression)?
- If the numerical limitation is introduced as an element of a claim.
is the reason fay such a limitat ion stated?
- Is the uniformity maintained in terms and expressions used in the
claims and the detailed description?

- Is the comparative test conducted with the closest prior art as a
reference example?
- Does the comparative test sufficiently demonstrate the difference
between the invention and the prior art?
- Do the test results fully demonstrate that the invention has an
unobvious advantage over the prior art?
- Are embodiments sufficiently diversified to cover the full scope of
the claims or the scope necessary to obtain a patent?

- Are the examples of compounds sufficient in number and diversity?
- Are there descriptions on f~nctional group, substitution, desirable
carbon number, molecular weight and formation of polymer?
-Are there descriptions on physical property values, method of
synthesis (procurement), the amount of additive, the. method of
addition, and~he position of addition?

- Extensive search for prior art.

- Care must be taked so that the volume of
copied references comprising IDS for a
possible US patent ~pplication will not
excceed a reasonabl~ level.

- Establishment of ~rounds for adding
limitations to the pjior art.
- Prevention of refusal under Section 36.

- Establishment of g~ounds for patentability
of the invention ovgr the prior art.
- Prevention of ref~sal by Section 36.

- Establishment of g~ounds for adding
limitations to the ri~ior art.
-Prevention of refu~al by Section 36.



(2) Competitor

[
t o distinguish the prOduct)
performance I

(11 Patent Office/Court
(to obtain a patent)

Tabl$ 11-7 Points in preparation of Specification To Deal with the "I:1lproved System of Amendment"
i I .-----~._--~-----

Target

Process

-Idea - Speci.f i.c object of the developed
technologyj- Specific invention (Study for
the" sUbsta~ce of;the ... invention)
- Extensiv~ search for prior art.
(Grasping 9£ the prior art closest to the
invention) ~

- SUfficieptdescriPtion of embodiments.
(Addition pi the best mode of the invention)
- Developm~nt into related art.
- Accuratefrdescription of technical ,terms.

Actions required
of the inventor

(Engineering
department)

- Understanding of advantages!
disadvantages of other competitive
products or process to the product
or processbased on the invention.
~Acheiving of distinguishability
from the competitive products.
(Especially specific distinguish
ability in effect)
- Use of embodiments to emphasize
the difference from the
competitive product.

- Study of the scope of analogical inferencl
based on the initial idea.
- Broadening of the inveniton, elimination
of unnecessary limitation.
- Study on specific modes of the invention.
(Oevelopmentof the invention into
various categories)
- Probe into the category (bonding,
substitution, numerical limitation, etc. I
of the invention.

~

VJ
O'J

Handling of
appl ieation

( Patent
department)

- Retrieval of information on related
"inventions! (using the database on the
patent appJications filed by the company
and its competitors and on technical
Li t.erat.urea , )
-Evaluation of· the written suggestion on
the mventaon ,
1. Description on the applicable field.
2. Relatiopship between the applicable field
and the invention.
3. Prior a~t and its problems.
4. Constitution and functions of the invention
- Evaluati~n on the feasibility of filing a
patent application on the invention.
1. Differ~nce from the prior art and the
others' pa~ent applications.
2. Malfunc~ioning/Insufficientdatal
Immaturit00f the content.
3. PUblicpsein Japan.
- Decisio~on the policy in utilizing the
system of multiple claims.

~

- Obtaining the product catalog/
manual of the competitor.
- Confirmation of distinguish
ability from the competitive
product or process.
- Determination of the feasibility
of filing a patent application on
the" suggested invention. (Deter
mination of novelty and inventive
ness of the product or process.)
- Discussion on the pOssibility
of filing a package application'on
the related inventions. (Promotion
of utilization of the system of
multiple claims/domestic
priority.)

- Try to expand/develop the invention in
order to secure effective protection of the
invention.
- Study the invention to find out whether
it is future-oriented or matured, the
size of potential ma~ket, and the degree
of competition with other companies.
- Closely examine the relationship between
the developed technology and the invention
sought to be patented.

Preparation
of
specification

(Patent agents
and attorneys)

- Form a c~aim using appropriate elements.
- Form clajms for the invention at various
levels frqm genus to species (to be ready
to countef the refusal with the citation of
prior art~y deleting the claim of a certain
level. ) ;l

- For tho~e inventions technically related:
1. Extrac~the.common elements to develop a
claim. j
2. Form i~dividual claims if each of these
invention~ have offered different solutions
to the common technical goal.
- Elimina~ion of ambiguous description (by
confirming technical terms and functioning.)

-Describe the competitor's
technology and its drawbacks in
the description of the prior art.
- Emphasize the advantage of
the product or process based on
the invention in the subpart
describing the invention.

- If it is predicted that a single claim
cannot define the scope of the invention
enough to enforce a patent right or to
obtain a sufficient patent protection when
considering the use of similar inventions
by a third party, try to develop a
substantially identical invention into
different categories.
-Add various embodiments to reinforce the
claim.
-Eliminate unnecessary limitation.
- Keep in mind the limitations of
functional/abstract expression in the
claims. (Functional/Abstract expression
generally expands the scope of the right,
but such expression maybe construed as
ambiguous., .. As-a result, the technical acop.
may be narrowed down to what the mere
embqdiment demonstrates.)

\



against ruling to deny amendment (Article 122),

for invalidation of patent (Article 123),

for correction (Article 126), and

for invalidation of correction (Article 129) •

121) ,

2) Trial

3) Trial

4) Trial

5) . Trial

B. SIMPLIFICATION OF PROCEDURE IN TRIALS

I. Introduction

(1) Necessity for Revising the Patent Law

A trial system,· including the following items, is

provided in the Patent Law of Japan for the purpose of
"~""'~""'~":'-T'it,-;,.-'- "-""","""""'''d,, """""""'+''''':~';-'';;~';;''i0''~'''r'n9--""""~a '-~"""A:;;':<F"o';:;'):'''~-,-;;.;~'''''' -;'').I:;;t''~'-';;~~'--'';;+:'·'';';;''~-·~'''~;'O''-''''-'·''~T'ctnrtct:;"~~",-n"n'·-<"c-.-··"""·Fn"~'k"..' '''fI

patent application, or invalidation or correction of a

defective patent:

1) Trial against examiner's decision of refusal (Article

However, the Japanese trial system has the following

problems:

I') Before a ruling for the publication of a patent

application is rendered, an amendment is allowed which may

even enlarge or modify the scope of claim( s ) • Therefore,

if such an amendment is made at the time of demanding a

trial against the examiner's decision of refusal, there is

a possibility that the object of the trial examination will

be changed. It is then difficult to promptly conduct the

trial examination. In addition, it is also difficult to

maintain fairness between a patent application in which the

claim(s) has been modified and one in which the claim(s)

has not been modified.

2') When a trial against a ruling to deny an amendment is

demanded, the examination of the patent application is

suspended until a trial decision has become final and

conclusive. It is therefore difficult to promptly conduct

the examination for the patent application.

Further, in a trial for invalidation of a patent, any

amendment or correction cannot be made to the patent
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a trial for

demanding a

a ground for

of a patent.

publication for

specification or claim(s) in the trial proceedings and, in

order to make any amendment it is necessary to separately

demand a trial for correction. In this. case, there is a

possibility that the obj~ct of the trial for invalidation

will be changed depending on the result of the examination

in the trial for correction. It is then difficult to

pr.omptly conduct the examination for the trial for

invalidation. This is also the same in such a case where

the propriety of a correction is being litigated in a trial

for invalidation of correction.

It is, therefore, necessary to reconsider the present

system in view of the above-described problems and also in

the light of international harmonization.

claim( s) in the course of. the procedure of

invalidation of a patent, and not to allow

trial for correction independently.

4) To regard an illegal correction as

demanding a trial for invalidation

Consequently, both the system of the

(2) Outline of Revision

Chief points in the revision are as follows:

1) To improve the system of amending claim(s)at the time

of demand Lnq a trial against an examiner I s decision of

refusal which is made before a ruling for the publication

of a Patent application is rendered.

2) To regard an amendment that introduces a new matter as

a reason for refusal, a ground for opposition or a ground

for demanding a trial for invalidation of a patent.

Consequently, the item "trial against ruling to deny

amendment" is canceled (the justice of a ruling to deny an

amendment is litigated in a trial against examiner's

decision of refusal or in an action against a trial

decision) •
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opposition in a trial for correction (including the system
of opposition to correction) and the system of a trial for
invalidation of correction are abolished.

2. Details of Revision

against the examiner's decision of refusal, which decision

is made before the transmittal of a rUling that the
application is to be published:
1) Amendments can be made in accordance with Art. 17 bi s

(3) and (5) of the Patent Law.
2) The term .during which amendments can be made is
within 30 days from the date of filing a demand for a trial
against the examiner's decision of refusal.
3) Only amendments having any of the following objects
can be made, and this is the same as in the case of
amendments that can be made in response to the "final
notification of reasons for refusal":

i. the cancellation of claim or claims,
ii. the restriction of claim or claims

(limi ted only to a restr iction of, within the
essential features of an invention in which the. industrial
applicability and the problems to be solved are the same as
those in the claimed invention before amendment, all of or
a part of the essential features of the claimed invention
before amendment),

iii. the correction of errors, and
iv. the clarification of an ambiguous description

(limited to such description that is made a
reason for refusal).

It is noted that the. above item ii can be applied only
to a case where an invention as defined in the amended
claim(s) can be independently patented.
4) The following are applied if an illegal amendment is
made:
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L, Same as in the case of the "final notification of

reasons for refusal" (Art. 159(1), Art. 49(1)(i), Art.

123(1)(vii)). However, the propriety of a ruling to deny

an amendment is litigated in an action against a tr ial

decision; and

ii. In an examination as provided in Article 161biB

of the Patent Law, the amendment filed is not denied except

when a ruling for the publication of the application is

rendered (Art. 164(2)).

5) The reasons why the revision is necessary are as

follows:

i. According to the current law, an extensive

amendment including even enlargement or modification of the

scope of claim(s) is allowed at the time of demanding a

tr ial against the examiner I s decision of refusal which is

made before a ruling for the publication of the patent·

application is rendered. In the case where such an

amendment is filed at the time of demanding the trial, the

application is subjected to reexamination by the examiner

who was in charge of the examination of the application now

in question.

The purpose of this system is to save time required to

under.stand the invention and to make a search, by assigning

the examiner, when an amendment is made at the time of

demanding the trial, to conduct a reexamination in advance

of a trial examination to be conducted by the Board of

Trial, by making uSe of the results of the search and the

knowledge regarding the application obtained in the course

of the examination thereof.

However, according to the above system provided in the

current law, even such an amendment that enlarges or

modifies the scope of claim(s) is allowed, so that if an

examination) is to be conducted by the examiner (or the

trial examiners) with respect to the subject matter of

claim(s) different from that which has been refused by the
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examiner. For this reason, there are cases where the

examination (or trial examination) is done over again from

the beginning. It is then difficult to promptly conduct

the trial examination.

ii. Further, if an amendment which enlarges or

modifies the scope of claim(s) is filed at the time of

demanding the trial, not only the fairness cannot be

maintained while the trial is proceedinq, between the

application in which the aoove

which only an amendment for deleting the claim(s) is made

by making use of the system of multiple claims of which use

is now being expanded under the current law, but also the

trial examination for the latter application is delayed

because of the presence of the former application.

iii. For these reasons, and in consideration of the

systems and practices in the main countries regarding

amendments in a trial against the examiner's decision of

refusal, it is necessary to improve the system oftr ial

against examiner's decision of refusal made before a ruling

for the publication of an application is rendered,. by

limiting the purpose of the amendment made at the time of

demanding the trial to the deletion of the claim( s ) ,.the

correction of errors, or the clarification of an ambiguous

description, in order to promptly, properly and fairly

correct the defection in the examiner's decision of refusal

which is an administrative disposition.

(2) Trial against ruling to deny amendment:

1) Article 122 of the current Patent Law is deleted,

thereby abolishing the system of trial against ruling to

deny amendment.

2) The propriety of an amendment is litigated in a trial

against the examiner's decision of refusal or in an action

against a trial decision.

3) The reasons why this revision is necessary are as

follows:
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accordance with Article 134, paragraphs 2, 3 and 5 of the

Patent Law.

for

1 to

can demand a trial

Article 126, paragraphs

Further, the patentee

correction in accordance with

i. According to the current law, if such an amendment

that changes. the gist of the specification is illegally

made before a ruling that· the application is to be

published is rendered, the amendment is denied. If the

applicant is dissatisfied with this disposition, he or she

may demand a trial.

In the case where a demand for a trial against the

ruling to deny the amendment is filed, the object of the

examination can be changed depending on the result of the

trial examination. Therefore, the examination of the

application is suspended until a trial decision has become

final and conclusive. It is thus difficult to promptly

grant the patent right.

ii. In order to promptly grant a patent right, an

illegal amendment is to be regarded as a reason for refusal

to the application, a ground for opposition, or a ground

for demanding a trial for invalidation of the patent, and

the propriety of an amendment is to be litigated during the

examination of the application. It is therefore proper to

abolish the system of trial against ruling to deny

amendment (if the system of trial against ruling to deny

amendment is abolished, an applicant can submit a written

opinion or a written amendment in response to the reason

for refusal that the amendment filed is illegal; and the

applicant can demand a trial against the examiner's

decision of refusal when he or she has received such

decision) •

(3) Correction to be made during procedure in trial for

invalidation of patent or in trial for correction:

1) A defendant in a trial for invalidation of a patent
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4 of the Patent Law except when a trial for invalidation of

the patent is pending at the Patent Office.

2) The terms for demanding correction and for making
corrections in a trial for invalidation of a patent are as
follows:

L, A demand for correction. can be made only within
the time limit for filing a written answer or a written
opinion (in the Case where a trial examination ex officio

.......... ·········h·:a..·s:··········b······e···e:·:n·· conducted). . .

ii. Corrections can be made by attaching the
corrected specification or drawings to a form for demanding
correction, or when the time limit for filing a written
answer or a written opinion has been expired, corrections
can be made within the time limit for filing a response to
a notification of the reasons for refusal for correction,
or within the time limit for filing a response to a
notification of the result of the trial examination ex
officio.

3) Correction is allowed only in the following cases:
i. A correction which introduces no new matter.
ii. Corrections having any of the following objects:
(a) the restriction of the claim or claims,
(b) the correction of errors, and
(c) the clarification of an ambiguous description.
It is noted that corrections to the specification or

drawings must not be such as to substantially enlarge or
modify the scope of claim(s). Further, the item (a) can be
applied only to such a case where the Claimed invention can
be independently patented after the correction has been
made.

4) The following are applied when an illegal correction
is made:

i. Decision (trial decision) of not admitting the
correction is rendered.
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a ground for

patent (Art.

ii. Such a correction is regarded as

demanding a trial for invalidation of a

123(1)(vii».

5) The following items are newly added to the reasons for

invalidation of a patent.

i. An amendment or correction which introduces a new

matter (Art. 123(1)(vii)).

ii. Besides corrections introducing a new matter,

corrections having none of the following objects (a) to

(C) :

(a) the restriction of the claim or claims,

(b) the correction of errors, and

(c) the clarification of an ambiguous description.

It is noted that corrections to the specification or

drawings must not. be such as to substantially enlarge or

modify the scope of claim(s). Further, the item (a) can be

applied only to such a case where the claimed invention can

be independently patented after the correction has been

made (Art. 123(1)(vii».

6) With respect to the .relation between a trial for

correction and a trial for invalidation of a patent, a

trial for correction cannot be independently demanded while

a trial for invalidation of a patent is pending at the

Patent Office (Art. 126(1».

(4) System of publication for opposition in a trial for

correction, system of opposition to correction, and system

of trial for invalidation of correction:

1) Article 164, paragraph 2 of the current Patent Law is

deleted, thereby abolishing the system of publication for

opposition in a trial for correction.

Article 165 of the current Patent Law is deleted,

Articles 129 and 130 of the current

deleted, thereby abolishing the system

invalidation of correction.
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2) An illegal correction is regarded as a reason for
invalidation of a patent. The propr iety of a correction is
litigated in a trial for invalidation.

3) In consequence of the abolition of the system of
publication for opposition in a trial for correction, the

'cor'rected~'specifcj;cationor'drawings, "aHlcprinted in the
Official Gazette together with the trial decision reached
in a trial for invalidation of a patent or in a trial for

(b) a question is raised in terms of the validity of
the patent or the interpretation of the claim(s) because of
the errors or ambiguous descriptions existing in the
specification or drawings; and the like.

Therefore, a system for protecting the invention is

provided, within a scope not causing unexpected damage to a
third party, by giving the patentee an opportunity to make
corrections of the patent specification or drawings.

In general, correction of a patent is often made as a
protective action against a demand for a trial for
invalidation of the patent. However, according to the
current law, correction of a patent is not allowed in the
proceedings of a trial for invalidation of the patent.
Therefore, in the case where a trial for invalidation of a
patent and a trial for correction are pending at the same
time, there are cases where the object of the examination
in the trial for invalidation of the patent is changed
depending on the result of the examination in the trial for

registration of establishment of a
made, there is a possibility that the
unexpected disadvantage due to any of

that the whole
valid is made

so broad
which is

revision is necessary are as

a

is (are)
part

the

193(2) (vii».

why the above

Afteri.

correction (Art.
4) The reasons
follows:

patent right has been
patentee undergoes an
the following reasons:

(a) the claim(s)
patent right including
invalid;
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correction. For this reason, there is a possibility that

the trial examination which has been conducted until then

becomes in vain, and there is thus a possibility that the

trial examination fotthe validity of the patent cannot be

promptly conducted.

ii. Further, according to the current law, the.

propriety of a correction is examined in an opposition to

correction and/or a trial for invalidation of correction.

When a tr La I for invalidation of a patent and a tr ial for

correction (or an opposition to correction) are pending at

the same time, the object of the examination in the trial

for invalidation of patent is changed depending on the

result of the trial examination in the trial for

cor rection. For this reason, there are cases where the

trial examination which has been conducted until then

becomes in vain, and there is thus a possibility that the

trial for invalidation of the patent, which is a trial

examination for the validity of the patent, cannot be

conducted promptly.

iii. Therefore, in order to promptly conduct the

trial examination, it is proper to make the following

revisions in consideration of the systems in the main

countries:

(a) In the case where a trial for invalidation of a

patent is pending, correction of the patent, which is

limited as in the current law, is allowed in the

proceedings of the trial, and the propriety of a correction

can also be litigated in this triaL Instead, it is not

allowed to demand a trial for correction independently.

trial examination is conducted in a trial for invalidation

'ofa patent. Instead, the systems of the publication for

opposition in a trial for correction and of a trial for

invalidation of correction are abolished.

146



Article l84Quindecies, Paragraph 2) "when a tr ial for

invalidation of a patent provided in international

applications has been demanded and when a trial for

correction is demanded, the trial examiners shall not

render a trial decision that the patent is to be

invalidated until after a trial decision in respect of the

trial for correction has been rendered» is abolished.

(6) Comparison with the current law:

The comparison in the procedure in trials between the

new law and the current law is shown in Table 11-8

(Simplification of Procedure in Trials).

It is noted that "restriction with limitation" in the

table means/that the restriction of the claim(s) is limited

only to a restriction of, within the essential features of

an invention in which the industrial applicability and the

problems to be solved are the same as those in the

invention before amended, all of or a part of the essential

features of the invention before amended.

(5) Relation

trial for

applications:

Since it

patent in the

between trial for invalidation of patent and

correction provided in international

is made possible to make cor rec t i.on of a

proceedings of a trial for invalidation of
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Table 11-8 (Simplificat10n ot Proceaure 1n Tr1alS)

o Amendment of claim(s) at the time of demanding trial
against examiner's decision of refusal, which

decision is made before ~uling for publication of
application is rendered. (Application: applied to
patent applications filed after enforcement of the
new law)

New Law
.~ No new matter shall be

introduced. (§17 b i s® )

.® Only deletion of
claim(s), restriction
with limitation,

correction of errors and
clarification of
ambiguous description are
allowed.
Note that the above can
be applied only to a case
where the claimed
invention after amendment
can be independently
patented.

(§17b i s® @ )

Illegal amendment -+

Denial of amendment
(§lS9), Refusal (§49) -+

Action against trial
decision
Note that an amendment is

not denied and an
application not refused

I, "7""'''''''~''''7' ("""""ifaninfringementon@"

is found after the
transmittal of a rUling
for the publication of
the application.
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Current Law
The scope of claim(s)
can be enlarged,
modified or restricted
within the original
disClosure in the
specification or
drawings.

(§41)

Illegal amendment -+

Denial of amendment
(§S3) -+ Trial

against rUling to deny
amendment (§122)



o Trial against ruling to

applied to applications
new law)

deny amendment (Application:

filed after enforcement of the

o Trial for invalidation of patent and trial for
correction (Application: applied to cases filed after
enforcement of the new law)

New Law

The system of trial
against ruling to deny

amendment is abolished.
""'"""""+,,',,,::

New Law
Illegal amendment or

correction is added to
the reasons for invali
dation of patent.

(§123<D )
Correction can be made
in the proceedings of a
trial for invalidation of
patent. (§134®)
When a trial, for

invalidation of patent is
pending at the Patent
Office, a trial for
correction cannot be
demanded independently.

(§126<D)
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Current Law
Trial against ruling to
deny amendment

§122)
Examination (trial
examination) is suspended
until a trial decision
(judgment) is settled.

(§53@, §159<D
§I 61 ter<D)

Current Law
Trial for invalidation of
patent

(§123)
Trial for correction

(§126)
Correction can be made
only in a trial for
correction. The above
two trials are not
linked.
Publication for opposi
tion in a trial for

correction (§164®)
Opposition to correction

(§165)
Trial for invalidation of
correction

(§129)



The system of pUblication

for opposition in a trial
for correction and the
system of opposition to
correction are abolished
(the propriety of a
correction is litigated
in a trial for
invalidation of patent).
Trial for invalidation of
correction is also
abolished (the propriety

of a correction is
litigated in a trial fot
invalidation of patent).
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-----------~--------_.--------------------------------~----------

Legal Trial
amendment examination

Trial I
examination
without
amendment

Trial I

examination
without
amendment

Trial
examination

Illegal_ Denial
amend- of amend-
ment ment

Trial decision--- Action against
for refusal trial decision

Legal
amendment

Illegal "T" Denial
amendment I of amendment

I
I,,
I
I
I

'--- Approval ----,

Amendmen

_Opposi-_ Amend
tion . ment

Trial decision
for registration
I

Registration

Transmittal of rUling for
publication of application

Chart II-2
(Chart showing the flow of trial examination

r~garding amendment in trial)

Demand for trial against
I ... ..:1 ........ .: ... .: .... - of r

(7) Chart showing the flow of trial examination regarding
amendment in trial:
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(8) Comparison with the U.S. Patent Law:

------------------Trial

amendment

a trial is

not possible to substantially

time of demanding a trial

Trial decision
for invalidation
of right

Trial decision
for· preservation
of right

Trial for invalidation of patent (/trial for
correction)

L . Illegal __ Decision -----,
cor r ect ron I correction for disapprova

of correction

Legal Decision
correction for approval

of correction

Trial for correction

l . meg.' __ Trial decision
cor r ect ron Icorrection for disapproval

of correction

Legal Trial decision
correction for approval

of correction

[Note) In the case where a demand for a trial against

examiner's decision of refusal is filed after the

transmittal of the rUling for the publication of the

application, the part shown between the dotted lines in the

above chart is omitted ("Approval" is also omitted).

terms of the limitation placed upon an

(correction) to be made at the time of demanding

shown in Table 11-9.

It is noted that it is

amend the claim(s) at the
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• Trial for correction
can not be independently

demanded when a trial for
invalidation of patent is
pending at the Patent

(§l26<D®®, §134®®)

* Correction can be made
while a trial for
invalidation of patent is
proceeding.

(§134®)

* An illegal amendment is
regarded as a reason for
invalidation of patent.
The propriety of
correction is litigated
in a trial for
invalidation of patent.

(§l23)

[*System of publication for
opposition in a trial for
correction, system of
opposition to correction,
and system of trial for
invalidation of correction
are abolished.]
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according to the U.S. Patent Law.
to substantially make an amendment
application.

However, there is a way

by filing a continuation

Table II-9
(Limitation placed upon amendment (correction) to be made

at the time of demanding a trial)

[Japan)

o Amendment to be made at
the time of demanding a
trial against examiner's
decision of refusal

* No new matter shall be
introduced.
(§17bis®, 17 t e r®)

* [before ruling for
publication of
application): only
deletion of claim(s),
restriction with
limitation, correction of
errors and clarification
of ambiguous description
are allowed. Note that
this is applied only to a
case where the claimed
invention after amendment
can be patented
independently.

(§17bis®® )
* Illegal amendment -

""" ,,,' "",,,,,,,,,,,,,,,,,,,,,,, """" """"'1" ,,,,,,P~!!l~,:L,, QLClIlI~~?men,1:" """
(§159)

Refusal (§49) - Action
against trial decision
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[U.S.A)
o Amendment to be made at

the time of demanding a
trial

* Substantially no
amendment of claim(s) is
allowed. (Rule 1.116)

* Illegal amendment 
refusal (Rule 1.118)



Note that an amendment
is not denied and the

application not refused
if an infringement on ®
is found after the
transmittal of the
ruling for the
publIcatIon of Hle·····
application.

* [after ruling for
publication of
application] :
Only restriction of
claim(s), correction of
errors and clarification
of ~mbiguous description
are allowed. Note that
correction of the
specific~tionor

drawings is limited only

to one that does not
substantially enlarge or
modify the scope of

claiml s ) • l Sl7 ter®® )
* Illegal amendment 

Denial of amendment
l§l59) ,

.Refusal of application
lS49) - Action against
trial decision
Note that if an
infringement on ® is
found after the
registration of
establishment of patent
right, it is considered
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that the claimed

invention before

amendment has been
patented.

(§40)

o Trial against ruling to
deny amendment

*[abolished]

o Trial for invalidation of
patent and trial for
correction

* Trial for correction
. No new matter shall be
introduced, and only
restriction of claim(s),
correction of errors and
clarification of
ambiguous description are
allowed. Note that
correction of the

specification or drawings
is limited only to one
that does not
substantially enlarge or
modify the scope of
claim(s), and it is
needed that the claimed
invention after
correction can be
independently patented';'"

(§126)
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* There is no system of
"denial of amendment".

o Reissue, .dfscLadmer and
reexamination

* Reissue of a defective
patent (§251)

~ No new matter shall be

introduced.
® Enlargement of the
scope of claim(s) is
limited in a reissued
application which had
been filed within 2 years
after the issue of the
original patent.

* Disclaimer (§253)

* Citation of the pr ior
art, and request for
reexamination (§301,

S302)

* Presumption of validity:
defenses (§282)



III. NEW UTILITY MODEL LAW

1. Purpose of Latest Revision

2. Major Features of the' Revision

(1) Utility Model Registration Procedures

Chart III~1 shows the flow of procedures from application to
registration under the new utility model system.

ished for six years
ty model application,
of essential part).

, Abstract,

e)

y

Application (Request, specification, Drawings
Application fee, Registration fe

Examination on methods and basic requirements

Registration

This chapter is divided into the following sections to give an
overall view on the latest revision: (1) Utility model registration
procedures; (2) System of written evaluation; (3) Trial for
invalidation of utility model registration; (4) Provisions related
to infringement; (5) comparison with the existing system;
(6) comparison with German utility model system.

Because of recent advancement and acceleration of 'technological
innovation, many of the technologies applied for the utility model
registration involve early working and shorter life cycle. The
system of utility model is preferably simpler than the patent system
since the former is designed to supplement the latter in order to

the creative zest from while maintaining the
~",'C"" :q~'uua;':ilityto;:if:;:h;ie;;t.;:onata level.

unfortunately, under the current system of utility model in
which the examination comes before the utility model registration,
an enormous amount of time required between the application and the
registration leaves the applied device outdated or with an expired
product life by the time the utility model right is established.

Thus, the latest revision of the utility model system is
implemented to meet the needs for more prompt registration while
clearly distinguishing the system from the patent system.

Chart 1II-1 Flow Diagram of New Utility. Model System
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The procedures will be described according to the flow chart above.

CD Substantial Non-Examination System, Formal Examination
No substantial examination will be conducted before

registration. Only the examination on forms and specific
requirements (hereinafter referred to as "basic requirements") will
be carried out. Thus, lack of any substantial protection
requirements currently examined prior to registration will generally
be held as the reason for invalidation.

Basic requirements are as follows:
- The device shall concern the shape, construction and assemblage of

the article (Sec.6-5(1)).
- The device shall not contravene public order, morality or public

health (Sec.6-5(2)).
- The device shall fulfill the unity of application (Sec.6-5(3).
- The specification or the drawings shall contain necessary items,

and the description shall not be extremely vague (Sec.6-5(4)).
When the examination on forms and basic requirements finds

that these requirements are fulfilled, the utility model application
is registered and the utility model right is granted. If any of the
requirements are not fulfilled, the invitation to amendment will be
issued (Sec.2-2(3), 6-2). The application will be invalidated if no
response is made within the adequate time limit or the response is
insufficient (Sec.2-3). The applicant may file an objection to the
invalidation under the Administrative Appeal Law.

® Amendment
Amendments to the specification, the drawings or the abstract

may be made within the time limit to be set forth by a Cabinet Order
. (Sec.2-2(1) after the. filing of application but before the
registration. Any matter not stated in the specification or the
drawings submitted at the time .of application (new matter) may not
be added (Sec.2-2(2)).

~ Conversion of Applications
Conversion of applications between patent and utility model, or

utility model and design is allowed within the period specified
below:

............•......•.................... t,..':()n"er.:;.~()r'jf:~r:(o'rm~.... itt]hl1~ee ..•E~1:<:~t:( ~E:~:i'3~ to the utility
model application .... ::..........................•.........~p.: ....

The conversion may be made except for after 30 days from the
·transmittal of the examiner's first decision that the patent

(design) application is to be refused or after 5 years and 6
months from the filing date of the patent (design) application
(Sec.10(1),(2», so long as the application is pending in the
Patent Office.

ii. Conversion from the utility model application to the patent
application
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The conversion maybe made so long as the application is
pending in the Patent Office (Sec.46 of Patent Law).

iii. Conversion from the utility model application to the design
application
The conversion may be made so long as the application is
pending in the Patent Office (Sec.13(2) of Design Law).

GD Registration, Registration Fee
The establishment of an utility model right shall be registered

unless the application has been surrendered, withdrawn or
Invalldated·····(seC:I;(i·2Y·j;· ··If·wrrrtaKe·ti·iii6ntns ····:E6ian ap
filed to be registered. The registration fee for the first three
years shall be paid in a lump sum along with the application fee at
the time of filing an application (Sec.32(1». The registration fee
may be refunded within the specified period if the application has
been invalidated, the utility model right has been invalidated or
said fee has been paid by mistake or in excess (Sec.34), but will
not be refunded in the case of withdrawal or surrender.

av Term and Effects of Utility Model Right
The utility model right shall corne into force upon registration

of its establishment (Sec.31(11». The term of the utility model
right shall be six years from the filing date of the application
(Sec.IS). An utility model right. is an exclusive right like a
patent. Remedy for infringement includes injunctions, the right to
claim for damages, etc.

qv Correction of specification or Drawings
Even after the application is registered, the specification or

the drawings may be corrected at any time except after the
notification of the conclusion of trial examination in the trial for
invalidation (Sec.14-2(1». The specification may be corrected even
after the utility model right is lapsed (Sec.14-2(2». However, said
correction is only for deletion of claims. Correction of errors in
description or correction for clarification of ambiguous description
is not.permitted (Sec.14-2». Thus, the applicant is advised
to prepare as many claims as possible at the time of filing an
application.

(J) Others
1. Handling of the same device, etc.

(a) Applications on different dates
If two or more utility model applications relating to the
same invention are filed on different dates, only the first
applicant may obtain a utility model registration (Sec.?(l».
If an utility model application and a patent application
relating to the same invention are filed on different dates,
the applicant for a utility model registration may obtain
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the registration only when his utility model application
was filed before the filing date of the patent application.
(Sec.7 (3 ) ) It is regardless of whether or not those
applications are filed by the same applicant (Sec.7(1),(3)).
Juniority of a patent application may be held as the reason
for refusal or invalidation (Sec.39 of Patent Law) and
juniority of an utility model application may be held as
the reason for invalidation (Sec.37(1)(ii)).

(b) Applications on the same date
Since there will be no substantial examination before the
utility model registration, the order for consultations
prescribed under the current Law will not be issued. Co
existence of the patent application and the utility model
application relating to the same invention or the same
device will be held as the reason for refusal or
invalidation for the patent application and the reason for
invalidation for the ut j 1ity monel app l ication (Sec. 7 (6) ,
37(1)(ii)). Two. or more utility model applications
relating to the same device filed on the same date will be
held as the reason for invalidation (Sec.7(2), 37(1)(ii).

ii. Relationship with the patent system
Determination as to whether or not the claimed invention ina
junior application is substantially the same as that disclosed
in the specification or the drawings of a senior application is
also made even between a patent application and an utility
model,application (Sec.3-2, Sec.29-2 of Patent Law). An
applicant may also declare a national priority claim in the
case involving both patent and utility model applications
(Sec.S, Sec.41 of Patent Law). However, an applicant may not
claim a priority based on the utility model application that
has already been registered (Sec.S(l)(v), Sec.41(1)(v) of
Patent Law).

iii. Status of prior art
Since the early publication system is abolished, an utility
model application.is first published after it is registered
after about 6 months following the filing of application).
Thus, utility model applications will function as prior art
to others' applications quicker than they do now under the
current Law. The revised Law may work advantageously to a
~;';;;p~~y which owns a technology·· regtl.i.d.Ilgearii.erptlbli.catlon.
On the other hand, an applicant who intends to file an
application relating to improvement invention later on should
"exercise care.

~v. Non-exclusive license due to working prior to registration of
demand for invalidation trial
Under the current Law, a person holding the utility model right,
etc. who is being involved in the business operation in Japan
based on the working of a device related to the utility model
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registration prior to the registration of a demand for a trial
without knowing that the utility model registration has been
invalidated shall have a non-exclusive license on other patents
within the purpose of the device being worked and the purpose
of its business operation (tentative license). Under the new
Law, the tentative license based on the utility model
registration is abolished (Sec.20, Sec.SO of Patent Law).

(2) System of Written Evaluation of utility Model

CD Purpose of the new system
Under the new system designed to swiftly grant a right without

examining substantial requirements, the parties concerned generally
assume the task of determining whether Or not the registered rights
actually fulfill such requirements. However, since the
determination of the validity of the right requires expertise in the
pertinent technical field, the concerned parties will have
difficulties in making such determination, and third parties
may receive unexpected disadvantage by the enforcement of the right.
A system of trial for confirmation of validity may be suggested for
the cases where determination on validity is required. However,
such a system is inconsistent with the revised Law designed to
accomplish early protection of utility model rights. Thus, the new
system of written evaluation on the utility model registration to
provide a material to be used for making objective determination on
validity has been introduced to meet the goal of early protection of·
rights and securing a balance between the right holder and the third
party.

® Description of the system
i. Requ~st for evaluation of utility model technology

The written evaluation shall be prepared upon request
(Sec.12(2)).
(a) Eligible person for request

Anyone can file a request for written evaluation
(Sec .12 (1) ) •

(b) Object of the request
A request for written evaluation may be filed before or
after the registration of the pertinent application
(Sec. 12(1)). Requests may be filed in any number of times.
For two or more claims, a separate request may be filed for.
each of these claims.

(c) Time frame for the request
A request may be filed at any time once the application
is filed (after completing the specified procedure or after
the specified period in the case of international utility
model application.) A request may even be filed after the
utility model right has been extinguished (Sec.12(3)).
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(d) Effect of the reguest
A reguest may not be withdrawn (Sec.12(5»). Any reguest
will be published in the Utility Model Gazette (Sec.13).

~~. Written evaluation on utility model technology
(a) Preparation of written evaluation

The written evaluation is prepared after the examiner of
the Patent Office makes the determination on certain
protection reguirements (Sec.12). Said determination will
be made on the following items:
- Novelty (to be determined with a consideration to whether

or not the device is made publicly known by a prior
printed publicati9n.) Sec.3(1)(iii)

- Inventiveness (to be determined with a consideration to
whether or not the device is obvious from a prior
printed publication.) Sec.3(2)
Confirming that the claimed device is not present in the
specification or the drawings of a prior application
(and determining if the claimed invention is not
substantially the same as that disclosed in a senior
application.) Sec.3-2

- Confirmation. of being the first application. Sec.?
Appropriateness of the amendment which may be held as a
reason for invalidation, and public knowledge or public
working (Sec.3(1)(i), (ii)) are not examined. It should be
noted that the confirmation of priority between two or
more applications (Sec.3-2) may not be made if the junior
application/s are not published and held in confidence by
the Patent Office at the time when the reguest for written
evaluation is filed.

(b) Role of written evaluation
In order to avoid misuse of right, the owner of an utility
model right is reguired to show a written evaluation when
enforcing its right, in particular, when charging
infringement (Sec.29-2). However, a written evaluation is
only one kind of materials used for making objective
determination on the validity of the right, and does not
bind the parties concerned.

validity of a right will be determined in a trial.

CD Reason for invalidation
In addition to those reasons stipulated by the current Law

(including lack of novelty), addition of new matter is the reason
for invalidation (Sec.3?). Thus, the reasons for invalidation are
the same as those under the patent system except for the reasons for
invalidation .involvingthe scope of prot.ect.ion (i.e., the claimed
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device in an utility model application must relate to the shape, etc.
of an article) andthestandardforinventlveness ("unobviousness").

~ Amendment to the request for trial
Any amendment to change the gist of the purpose of the

request as well as the amendment to change the gist of the reason
shall not be permitted (Sec.38(2»).

(4) Provisions Related to Infringement

As in the case of patent infringement,remedies for
infringement of an utility model right include a right to request
injunctions, a right to claim for compensation of damages, a right
to demand reimbursement of undue profits, etc. (Sec.27, Sec.709,
703, 704 of the Civil Law). However, balanced protection of the own
er of the right and the third party should be considered since there
is no substantial examination before the registration. Thus, the
provisions relating to the presumption of the negligence of the
infringer and the relationship with litigation has been revised as
follows.

CD Negligence and liability of parties concerned in enforcement of
right
i. Negligence·of infringer

The current Law provides that the infringer of an utility
model right is deemed to have negligently been infringed the
right as in the case of patent infringement. If such a
provision is left unchanged, however, the revised Law
virtually adopting the non-examination system will overburden
third parties since they will have to conduct an overall
inquiry including the determination of validity of a
right by itself. As a result, the provision to presume the
infringer's negligence has been deleted. Therefore, the owner
of a right needs to prove the infringer's willfulness or
negligence when claiming for compensation of damages (Sec.709
of Civil Law).

ii. Liability of owner of utility model right
The owner of an utility model right is held responsible for
compensation of damages caused on other parties (accused
infringers) as a result of its enforcement of the right once
the right he has enforced turns out to be invalid or if such
enforcement of the right exceed the scope of due protection
afforded to the claimed device after correction (Sec.29-3(1»).
This provision is designed to prevent misuse of a defective
right, and restrain the enforcement of right in want of
reasonable care. However, if the owner of an utility model
right enforces its right based on a written evaluation (except
for that indicating that the device is not registrable) and
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otherwise exhibits reasonable care in enforcing the right, he
shall be exempted from the responsibility for compensation of
damages incurred on other parties (in proviso to Sec.29-3(1)).
Since the coverage of investigation made for a written
evaluation is limited, there are some questions as to the
handling of technology commonly used by persons with ordinary
skill in the art to which the device pertains but not present
in printed matters. The "Report on the Revision of Patent Law
and Utility Model Law" issued by the Industrial Property
Council says: "If a new evidence enough to invalidate an
utility model right has been discovered and presented as a
result of an investigation made for a written evaluation,
negligence is no longer presumed except under a special
circumstance, for example, in which the owner of the right has
been aware of that evidence before it is presented. On the
other hand, in the cases where the invalidity of an utility
model right is shown by a literature, publicly-known or
publicly-used technology outside the coverage of an
investigation made for a written evaluation, whether or not
the owner of the right has fully exercised the reasonable care
will be individually judged with a consideration to whether or
not an investigation is made to the necessary extent on said
literature, publicly-known or publicly-used technology and
whether or not the parties have obtained expert opinions on
these matters."

GD Suspension of litigation proceedings
If a request for suspension of the infringement litigation

(including provisional disposition and provisional attachment)
proceedings is filed in the course of said proceedings on the
grounds that a trial for invalidation has been demanded, the court
must suspend said proceedings until a trial decision is made unless
the court definitely finds said suspension unnecessary (Sec.40-2(1)).
This right to file a request for suspension has been added to the
ex officio suspension already provided by the current Law to prevent
misuse of a defective right and to give balanced protection to the
owner of a right and the third party.

(5) comparison with the Current Law

Major items in
preceding sections.
the current Law.

the latest revision have been described
Table III-l below compares the revised
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Table 111-2. Comparison of Japanese and German Utility Model Systems

1 Japan Germany

application
[1: from utility 11: Allowed.
model application
to patent applica- I 2: Allowed.
tion][2: from
patent application
to utility model I Unti.I the. registration of
application] patent application or the

examinerts decision of
Time limit for I refusal has become final
conversion of and .conc.Ius rve . (There are
application additional restrictions on

time limits.)

Yes

I

- Statutory subject matter.
- Substantial examination.
- Standards for novelty
(Public knowledge in
Germany) .
- Standards for
inventiveness (less
strict).
- Term of utility model
right (short).

2: Branch application.

1: Not allowed.

Search report.

All devices except for
the device related to
method 1). (Devices
related to pharmaceuticals
arid chemical substances are
protected.)

Trial for invalidation.

No

3 years from the filing date
of application (can be
extended to 10 years 2»)

I

i The right to claim for
I damages. the right to
I request injunctions, etc.

Within the specified
period after the
registration of patent

I
application or
invalidation (and within

I 10 years from the filing
da t e , )

I
No-fault liability for
compensation (may be

I exempted under certain
I condi t Lons . )

Trial for invalidation.

6 yea-rs from the date of
application.

No-fault liability for
compensation (may be
exempted under certain
conditions,)

The right to claim for
damages, the right to
request injunctions, etc.

No

Device related to the
shape, etc. of art article
(No devices related to
pharmaceuticals or chemical
substances are protected.)

- Statutory subject matter.
- Substantial examination.
- Standards for
inventiveness (less strict).
- Term of utility model

. right (short).

Liab i l Lty of
the owner of
the right who
has exercised
an invalid right

System of
written
evaluation

Procedure to
cancel the
utility model
registration

Description of
utility model
right

Term of utility
model right

Major
differences
from the patent
system

Statutory
subject matter

Substantial
examination

1) The restrictive expression "re l a t i ng to the three-dimensional profile" was
eliminated in the revision of 1990.

2) The term was extended from 8 years to 10 years in ,"the revision of 199.0~
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(6) Comparison with German Utility Model Law

X' Background
The Utility Model Law of Germany was enacted in 1891 with the

purpose of protecting small-scaled invention and protecting and
nurturing small business entities including individual inventors.
The Law underwent subsequent revisions in 1968, 1986 and 1990.
Evolution of the German utility model system is quite different from
that of the Japanese counterpart. The German utility model system '
adopts the non-examination system from the beginning. When compared
with the patent system, the utility model system is quite different
in terms of the procedure to grant the utility model right and the
power of the granted right. Moreover, the principle that "the
utility model system is designed to supplement the patent system and
thus the utility model may not be protected as strongly as the
patent" has been maintained from the day of enactment. Under this
consistently-upheld concept, the Utility Model Law has undergone
several revisions (including expansion of the scope of statutory
subject matters and reinforcement of the utility model right) to
make the system more attractive to small business entities while
keeping it distinct from the patent system.

GD Comparison of utility model systems in Japan and Germany
Table III-2 compares the new utility model system in Japan and

the utility model system in Germany. With the latest revision, the
Japanese utility model system came closer to the German system in
terms of the procedure for granting of the right (through adoption
of the virtual non-examination system), the system of written
evaluation, and the liability of the owner of the right who has
exercised an invalid right. Nevertheless, these two systems are
still different in their relationship with the patent system.

i. Handling of utility model application and patent application
filed on different dates
Under the German Utility Model Law, a patent application will
preclude any utility model application filed later, but no
utility model application will preclude patent applications
with a later filing date. Thus, an applicant may file an
application for both patent and utility model at the same time

Law, a patent application will preclude any utility model
application filed later, and likewise an utility model
application will preclude any later-filed patent application.
Thus, it is meaningless to file applications for both patent
and utility model at the same time.

ii. Conversion of application and branch application
In Germany, the system of branch application was introduced
into the utility model system in the revision of 1986. An
applicant may file a branch (abzweigung) application for an
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utility model on the basis of the filing date of a patent
application of the same applicant so long as the patent
application is held valid in Germany. Such an application may
be filed within 10 years from the filing date of a patent
application and before the date of grant or within the
specified period from the rejection of the patent application
(Sec.51. If a branch application is filed before the grant

application for utility model in addition to that for patent,
thereby the same invention of the same applicant is protected
by both systems of patent and utility model. Thus, an
applicant may first file an application for patent and then
file a branch application for utility model as necessary
before the grant of patent. Conversion of application from
utility model to patent is not allowed.
On the other hand, the Japanese utility Model Law allows
~onversion of application between patent and utility model
(Sec.10(1), Sec.46(1) of Patent Law). However, the conversion
will exclude the possibility of concurrent application since
the original application is deemed to have withdrawn.
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Table 111-1. Comparison of Current and Revised Utility Model Laws

Current Law I Revised Law,

I
;

IStatutory subject Device related to shape, etc. Same as the box
matter of an article. at left.

.

Substantial Yes No

! examination
I

System of , Yes No
I

publication of I
unexamin~~ applicationl .,
Amendment to the I An amendment is allowed Addition of new
specification or I (before publication) 50 long as matter is not
the drawings

I
the gist of the specification, allowed.

, etc. of the original application i,eiI is unchanged.i . .:

i
,.

System of nat i ona l

I
Ava i l ab l e Available rii., '.

priority iC,'"
i :Possible

.. i"Conversion of
I

Possible
applications I ~j"between patent and I
utility model I
-Determination on I Available Available -:
the priority ,
between patent and
utility model

Period for payment Generally, within 30 days from Upon application
of registration fee the date of transmittal of the

examiner's decision that the
;;.

utility model registration is
;;/to be effected. ..........

Term of utility 10 years from the date of 6 years from the
, ..

model right publication of application (but filing date. ~3not exceeding 15 years from the " ....
date of application.) •

Correction of the Permissible to a certain extent I Only the
.,
....•. .,

specification or which includes narrowing of the , correction to
the drawings utili ty model claim. I delete claims is

'"allowed. •• ... .... ..................... .•.
Reason for Lack of novelty, etc. Lack of novelty, j,
invalidation etc. + illegal 7;;

amendment.
We

.

System of written No Yes
.,

evaluation ••••••••
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IV. OUTLINE OF NEW EXAMINING STANDARDS AND RECOMMENDED ACTIONS

1. General Description

(1) Background

on _

Standards which are considered to be of great importance to people
involved in patent application. Such items include the description
requirement of the specification, inventiveness, the amendment to
the specification, and the examining standard on the invention
related to computer software. These items will be first described
and then recommended actions for applicants will be discussed.

The Examining Standards have been published on the description
requirement of .the specification, novelty and inventiveness, the
amendment to the specification, and examinations in specified
technical fields. The standards on the unity of application and
special applications (divisional application and conversion of
application) are scheduled to be published in the coming fall.

The current Examining Standards were enacted in 1964 and
subsequently added and revised in a number of instances. The latest
revision is made to respond to rapidly advancing technology and the
global trends.

(2) Characteristics

The latest revision has the following characteristics:

CD The scope of patent protection has been expanded and stronger
protection will be conferred for a pioneer invention related to
a basic principle (pioneer patent).
- Examiners will not generally ask the applicant to narrow the

scope of the applied patent.
- Broader patent protection may be afforded to an application

with a small number of embodiments.
dD More universal, not technical field-oriented, standard has been

established for the inventiveness requirement.
qv A new examining standard has been established on biotechnology.

A new examining standard has been established on the validity of
the invention on computer software.

(3) Effective Date

The new Standards are applicable to any application filed under
the current Law (on and after January 1, 1988 when the improved
system of multiple claims was enforced.) The examining standards on
the specification and on inventiveness are expected to be applied to
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the application under the new Law scheduled for enforcement in the
next fiscal year.

2. Description of General Examining Standards

(1) Examining Standards on Specification and Recommended Actions

It is understood that the standard is designed to obtain
broader and. stronger patent protection.

CD Characteristics
Table IV-1 compares the old Standards and the new Standards.

Table IV-1
•

Bases for
grasping of
the scope of
invention

Relationship
between
embodiments
and patent
claims

Old Standards

I
The scope of invention is
grasped. with reference to

I the parts describing the

'
I the purpose of the inventi

on, the constitution and
effects. If the scope of
invention as grasped from
the patent claims is

I
, broader than that as

grasped from the

'

I description of the
purpose, the constitution
and effects, the applicant
has been requested to
limit the patent claims.

If there are too few
embodiments, such a patent I
application is refused
because of undue breadth
of the patent claims, or
submission of additional
embodiments is ordered.

New Standards

The scope of invention
is grasped with
reference to the patent
claims.

Even if the patent
claims are broader than
the disclosure of the
embodiments, such an
application is not
refused unless the
examiner proves that
the invention is
inoperative, so long as
one or more embodiments
is disclosed.
Pioneer inventions can I
obtain broader scope of
claims.

, .
,

, .

-

C
I

I
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~ Excerpts from New Standards
(i) Constitution of Invention

List as many types of embodiments that produce the best
results as possible.
If the means to solve the given problem is expressed by the
function or the act of said means rather than specific
description of said means, the specification will only be
acceptable if a person with ordinary skill in the art to which
the invention pertains can easily reduce the invention into
practice on the basis of the description. Although the
f;;nc"tionor"the"'act'of"'themeans to solve the probiem"'can
considered as the "effect of the invention", it will be
considered as the "constitution of the invention" since the
expression based on the function or the act is designed to
state the means to solve the problem.

(ii) Effect of Invention
- For the "Effects of Invention", state the effects intrinsic to'

the invention as specifically as possible.
The advantageous effects of the applied invention over the
"most relevant prior art ll is an important factor in the
determination of inventiveness. However, the "most relevant
prior art" is sometimes found after the examination of
inventiveness, thus making it difficult for an applicant to
state such a prior art in the specification of an original
application.
If an applicant receives a notification of reasons for refusal
holding the lack of inventiveness as the reason for refusal,
the applicant'may amend the advantageous effects without
changing the gist of the specification. However, an
application, even if it does not contain the comparison with
the "most relevant prior art" in terms of effect, may not
be deemed as being in violation of Section 36(4) of the Patent
Law, so long as there is a description of effects of the
invention elsewhere.
If the constitution of the invention facilitates understanding
of the effect of the invention for a person with ordinary
skill in the art to which the invention pertains, and does not
interfere with the ease of reducing the invention into
practice, absence of formal description or insufficient
description of the effect of the invention will not constitute
violation of Section 36(4) of the Patent Law.

(iii) Reminders
Absence of formal description or insufficient description of
the effects of the claimed invention will not constitute
violation of Section 36(4) of the Patent Law in the following
case:
The claims contain a matter belonging to the generic group,
some of the embodiments belonging to this generic group is
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stated in the detailed description of the invention, and the
purpose, constitution and effects of the invention are not
sufficiently stated to facilitate a person with ordinary skill
in the art to which the invention pertains to easily reduce
another portion of the invention belonging to the generic
group into practice.

- If an applicant is notified that the effect of the claimed
invention stated in the detailed description of the invention
is not obtainable, the applicant may refute or clarify its
position with a statement of arguments or a lab certificate.

aD Recommended Actions for Applicant
When compared with the old Standards, the new Standards have

generally relaxed the disclosure reguirements to be met by the
specification and the drawings. Thus, it can be concluded that
broader and stronger patent protection can be obtained more easily.
However, so long as the obtaining of an exclusive right and the
exclusion of junior applications on related inventions remain as the
purpose of a patent application, the actions recommended to the
applicant also remain basically the same as under the old Standards.
It is thus appropriate to consider that the new Examining Standards
will merely provide additional remedial measures in the examination
stage.
- Since the invention is grasped on the basis of the patent claim,

the applicant should try to prepare a claim that helps adeguate
grasping of the invention.

Describe the invention specifically and clearly in the
specification.
In making the necessary amendment to the claim, the applicant
cannot prepare a claim that helps adeguate grasping of the
invention if the expression on which the amendment is based is
ambiguous. In order to expand the freedom of amendment, any
ambiguous expression should be avoided throughout the
specification.
Use the expressions "preferably" and "more preferably"
freguently.
These expressions facilitate appropriate amendment and
preparation of necessary dependent claim•

.......... ~ ..,~"~ E!ntb,O.dlinlerlt', is insufficient in number the claims
is not fully supported by the embodiment,
evidence found by the examiner indicates that said part is
inoperative, the refusal is likely to result without submitting
a lab certificate demonstrating the operability or pointing out a
problem in logic in the examiner's conclusion from the evidence.
In order to avoid refusal, applicants should provide an adeguate
number of embodiments with adeguate description so that they will
support the entire patent claims, or make preparations to
adeguately narr.ow down the claims.
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List the embodiment that is close to the best mode in the
specification.
See to it that the claims does cover and sufficiently support
the embodiments even after they are narrowed down.
List the embodiment corresponding to the dependent claim of the
lowest class.
Same as above.
List the embodiment corresponding to the constitution of higher
priority in the Markush claims.
Same as above. (See Appendix.)

is at least implied. The effect needs not be formally stated.
However, in order to help the examiner in understanding the effects
attained by the claimed invention, applicants should try to formally
state, as in the practice under the old Standard, as many effects as
possible to distinguish the claimed invention from the prior art.

List as many effects that can be asserted as clear effects as
possible and clearly in the embodiment.
The above. action will facilitate claiming of the effect and
inventiveness. In some cases, the effect can be used as the
ground for amendment.

(2) Examining Standards on Inventiveness and Recommended Action

CD Characteristics

Table IV-2 compares the old and the new Standards.

Table IV-2

Old Standards New Standards

Inventiveness Inventiveness is judged The inventiveness
primarily on the basis requirement .is
of the effect. Thus, fulfilled if a person
any invention without with ordinary skill
significant effect is in the art to which
denied of its the invention
inventiveness. pertains can easily

derive the claimed
invention from a prior
art reference.
what effect the claimed
invention achieves is

, not of primary
importance to the
determination of
inventiveness. Thus,
there will be a case
where an invention is
held inventive even if
it is inferior in
effect.
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® Excerpts from New Standards
(i) Basic Concept

- Determination of inventiveness is made with a consideration to
whether or not a person with ordinary skill in the art to
which the claimed invention pertains can easily derive said
invention from the disclosure of a prior art reference.

- This determination is made primarily by finding out possible
cause or opportunity (motive) of the claimed invention from
the disclosure of a prior art reference. The advantageous
effects over the prior art will also be taken into
consideration.

- An invention found under the old Standards to be inventive
because of its significant effect will generally be judged as
inventive under the new Standards because it means that the
invention has advantageous effects over the prior art.
The finding of inventiveness will not change if possible cause
or opportunity (motive) of the claimed invention is found in
the prior art reference. Thus, the inventiveness requirement
is more easily be fulfilled under the new Standards since the
patent claims without possible motive may also be found to
be inventive.

(ii) Technique
(a) possible Cause or opportunity (Motive)

- Suggestion in the referred.invention.
- Common problem.
- Common function and act.
- Relevance to technical area.

(b) Advantageous Effect
An "advantageous effect" is the effect produced by the
features indispensable to the constitution of the invention
(intrinsic effect) that has an advantage over the prior art.
- Taking into consideration the advantageous effects

If the advantageous effects are found,the determination will
be made with a consideration to these effects.
Inventiveness will be found with regard to an invention

.having superior effe¢ts even if the invention may appear to
be easily attainable.

- Taking into consideration the assertion of effect by the
of etc. ......... .... ... . ..

In case the speCificatioll does not describe theeffect,the
examiner may take into consideration the effect stated in the
statement of arguments, etc. if a person with ordinary skill
in the art to which the invention pertains can construct the
effect from the purpose and constitution of the invention.

(iii) Reminders in Citing Reference
- A prior art, even if it may appear similar in part to the

claimed invention, does not qualify as suitable reference
so long as the prior art contains any expression that
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interferes with the cause or the opportunity (motive) of the
claimed invention.

- Pay attention to the relevancy, problem and function in
citing reference pertaining to other technical fields.

- Excessive citation of reference is likely to produce
discrepancy in logic.
If the applicant itself admits that the cited prior art
is publicly known in his specification, the prior art may be
relied on as it indicates the state of the art as of the
filing date of the application.

»"+ »>'~>'" "'~'''''','" """>""" ,,",'""""" ,""",,,",',',',,',,'"","
(iv) Inventiveness of Selective Inventi

A "selective invention" is the invention expressed by using a
subgeneric group falling within a generic group disclosed in a
prior art reference but clearly pointing another element or
feature not disclosed in said prior art reference as
indispensable to the constitution of the invention.
- The invention will be found to have inventiveness if there is

an advantageous effect of a different nature or of the same
nature with extreme superiority not disclosed in a prior art
reference.

(v) Inventiveness of Numerically-Limited Invention
- An invention will be found to be inventive within the

numerical limitations if there is an advantageous effect of a
different nature or of the same nature with extreme
superiority not disclosed in a prior art reference.

(vi) Other Reminders
- A prior art should be understood ih the context,of the

reference where it is disclosed.
- If the claimed invention is based on the probe into a problem,

and the solution can be easily formed once the cause of the
problem is unearthed, inventiveness will be judged on the
basis of the state of the art with consideration to the cause
of the problem.
The fact that the elements of the claimed invention is
separately disclosed in more than one prior art reference
cannot be relied on as a reason for denying the inventiveness
of the invention.

- It a product that embodies the claimed invention itself lS

inventive, an invention on the manufacturing process or new
field of use will generally be considered inventive.

- Commercial success may be taken into consideration as a fact
to constitute inventiveness of an invention (if the
commercial success is based on the characteristics of the
invention. )

dD Recommended Action for Applicant
Argue as vigorously as possible the difficulties in conceiving
the applied invention from the prior art.
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CD Characteristics
Table IV-3 compares the old Standards and the new Standards.

(3) Examining Standards on Amendment In relation to Change In Gist
of Specification and Recommended Action

Such an argument will oe the argument for inventiveness for the
principal portion of the logical process under the new Examining
Standards for determination of inventiveness.
Describe conspicuous effects with embodiments.
Although the conspicuous effect does not directly affect the
inventiveness of the invention, the effect with an conspicuous
advantage over the prior art will be taken into consideration in
the determination of inventiveness as an advantageous effect over
the prior art.

I New Standards

Table IV-3

Old Standards

Amendment

I
Amendment is allowed Amendment is allowed

before within the scope of the within the scope of
Transmittal specification or the the specification or
of Ruling I drawings submitted upon the drawings

I
on application. submitted upon
Publication I Even the amendment to application. The

I
of ! add new matter is amendment to add new
Application permissible as long as matter will be

the scope of the declined as the
applied patent is action to influence
unaffected. the scope of the

. applied patent •

Amendment· I Only the following Same as the old
after amendment is allowed: Standards.
Transmittal - Restriction of the
of Ruling claim or claims.
on - Correction of errors
Publication in the description.
of - Clarification of an I
Application ambiguous description.

I

GD Excerpts from New Standards
Amendment before Transmittal of Ruling on Publication of

ApplicationN()a~el1dmenttoadd new~atter will be allowed
-Determination of the ch~nge in the gist of the specification by

the amendment will be based on "the technical matter related to
the constitution of the invention stated in the specification or
the drawings." Any amendment to remove the "technical matter
related to the constitution of the invention" outside the scope of
the original specification will be found to change the gist of the
specification.

- Those items self-evident to a person with ordinary skill in the
art to which the invention pertains at the time of application on

I
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the basis of the description of the original specification are
considered to be "within the scope of the items stated."

- Among the "constitution of the invention", prescribed in
Section 36 of the Patent Law, there are "means to solve the
problem, II "act.s " and "amboddment;"; Thus, the "technical matter
related to the constitution of the invention" means the technical
matter which is grasped on the basis of the specification or the
detailed description on the effect (in the generic as well as the
subgeneric group.)

The attachment lists those items that are permissible under the
old Standards but illegal under the new Standards. As these three
examples show, any addition of new matter is not permissible whether
the interpretation on the patent claim has been affected or not.

(D Recommended Action for Applicant
Amendment before Transmittal of Ruling on Publication of
Application

As in the practice under the old Standards, prepare a
specification in such a manner that no amendment will be
necessary.

Addition of comparative example is no longer allowed.
However, the new Standards will not put the applicant at an
disadvantage since the submission of lab certificate is now
possible. Since the amendment that is permissible under the
old Standards but no longer permissible under the new
Standards is the kind of amendment which does not affect the
scope of the patent under the old Standards, the revision of
the examining standard will not make a significant
difference.
If the amendment to add, new matter is only intended to make
the invention public, make such an amendment within one year
and three months from the application. It will make the
application published and the intended purpose will be
achieved even if the amendment is declined during the
examination process. (Any application to add new matter filed
under the new Law may be held as the reason for refusal.)
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Appendix: "Relationship between Embodiments and Patent Claim"

This Appendix is designed to illustrate the above relationship.

Embodiment 1: al and bl are reacted at 60 °c to obtain the compound
C.

Embodiment 2 : al and b2 are reacted at 70 °c to obtain the compound
C.

Embodiment 3: al and b3 are reacted at 80 °c to obtain the compound
C.

Claim 1

Claim 2

Claim 3

Claim 4

Claim 5

Manufacturing process for compound C by the reaction
of the compound in the A group and the compound in the
B group.
Manufacturing process for the compound C of Claim 1

with the reaction temperature of 50 to 90 °c.
Manufacturing process for the compound C of Claim 1 or
Claim 2 wherein the compound in the A group are aI', a2
or a3.
Manufacturing process for the compound C of Claim 3
wherein the compound in the A group is aI, and the
compound in the B group is bl, b2 or b3.
Manufacturing process for the compound C of Claim 3
wherein the compound in the A group is a3 and the
compound in the B group is b4.

In the above example, Claims 1 through'4 are supported by
Embodiments 1 through 4, but there is no embodiment to support
Claim 5. If Claims 1 through 4 are deleted (because these claims
,are found in the reference unnoticed by the applicant at the time of
application, for example), Claim 5 will have a problem because no
embodiment is found in the specification at the time of application.
In order to avoid such a situation, include an embodiment which will
look like the following:

Embodiment 4: a3 and b4 are reacted at 75 °c to obtain the compound
C.

within scope of the Markush-type Claim
al and Band a3 and B are deleted from the
be a ·problem. Thus, include the following

If the reactions of
patent claim, there will
embodiment:

Embodiment 5: a2 and b3 are reacted at 55 °c to obtain the compound
C.
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Examples of amendments permitted under the old Examining Standard, but not permitted under the
new Examining Standard '

[Example 1]

Specification of the original application Specification after the amendment

(Title of invention)
Selecting device on conveyors

(Claim)
A selecting device on conveyors characterized

provide outfalls
rods (Se) and (3b) are affixed diagonally on the
upper edge of the tub, and that an endless belt
(4) is installed at the bottom of. the tub.

(Title of invention)

(Claim)
• •••••••••••• • 0'0 •••••••• 0" ••••••••••• , ••••

•••• • 0'0 •••••••••••• '0' ••••••••••••••••••••••

• •••••••••••••• • '0' ••••••••••••••••••••••••

· .
· " .

[Explanation]
Although the original specification-illustrates two shuttle boxes, a large one and a small one,

the amended specification included an addition of adjustable-height support colcms to the shuttle
box. Accordingly, the amended. invention attained an advantageous effect that the shutt.Ie boxes of
identical size can be used in the selection of various types of goods.

These added matters, functions, and effects are not clearly stated in the specification or
drawing of the original application.

Hence, since the technical matters associated with the constitution of the invention concerning
the selecting device on conveyors, added in this amendinent, are not within the scope of the
matters stated. in the specification or drawing originally attached to the request, this amendment
shall be deemed a change of the gist of the invention.

(Summary of description of the invention)
A device to select goods of various heights,

in accordance with their height, in which the
taller shuttle box (A) is led by the guide rod
(3a) to the receiving slope (5), and the shorter
shuttle box (B) is led by the guide rod (3b) to
the receiving slope (6), respectively.

Drawing 2

(Drawings)

Drawing 1

(Summary of description.of the invention)

Furthenmre, the height of the support cohm
(8) of the shuttle box (7) is adjusted by the
screw (10) of the tie-hoop (9). which enables
the selection of various types of goods by
having a multiple of identically shaped shuttle
ooxes in stock.

Drawing 2

F.~).['
•

e"
"

":.":t,

~

Drawing 1

(Drawings)
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[Explanation]
The amendment provided a new quantification of kainic acid. The colorimetric determination

method of kainic acid is not described in the specification of the original application, and such
colorimetric determination method for quantifying kainic acid is not a part of publicly known or
publicly used technology.

Hence, since the technical matters associated with the constitution of the invention, added in
this arrendnent , are not wi thin the scope of the matters stated in the specification or drawing
originally attached to the request, this amendment shall be deemed a change of the gist of the
invention.

[Explanation]
The amendment provided a description of the transmitter and transmitting methods.
The specification in the original applicatibnoffers no description of a transmitter or

transmitting methods, and these mat'ters are not stated in the specification attached to the
original application, even if allowance are made for the state of the art when the application
was filed.

Hence, since the technical matters associated with the constitution of the invention concerning
the transmitter and transmitting methods, added in this amendment, are not within the scope of the
matters stated in the original specification or drawing, this amendment shall be deemed a change
of the gist of the invention.

[Example 2J

Specification of the original application

(Title of invention)
Receiving device for phase modulation waves

(Claim)
A phase rrodulation wave receiving device

characterized by the demodulation being
intergrated to reproduce the source signals.

(Summary of description of the invention)

[Note]
No description in reference to a transmitter.

[Example 3]
Specification of the original application

(Title of invention)
Extraction method for kainic acid

(Claim)
An extraction method. for kairtic acid

characterized by the.collection of extractions
of kaini,c acid in the from of copper salt by
adding cooper sulfate to the extract solution
which has been refined through the adsorption
and desorption of the effective components of
the digenea by an adsorbent.

(Smnary of description of the invention)

[Note]
No description in reference to the quantity of

kainicacid in the solution.

Specification after the amendment

(Title of invention)
............

(Claim)
..........................................
.'.' ' .. .

(Sumary of descrfption of the invention)

[Note)
Provided an amended description accompanied by

drawings, concerning the transmttter and
transmitting methods.

Specification after the amendment

(Title of invention)

(Claim)

(Sumnary of description of the invention)
The kainic acid 'content, in the solution can be

quantified through the colorimetric
determination of the yellow color by alloxan.

180



3. Examining Standard on Patentability of Inventions or Discoveries
concerning the Computer Software

(1) Introduction

In Japan, the Examining Standard on patentability of inventions
or discoveries concerning the computer software has subsisted,
without any legal amendment, since its first promulgation in 1975..
Meanwhile, however,a number of precedents have been compiled in the

and the
guidelines based on those precedents.

In this report, Japanese Examining Standard newly promulgated
will be compared to the US standard, illustrating the similarity and
difference using the precedents accumulated, and the discussion will
be given on the points of consideration the applicant needs to be
aware of with regard to the Japanese Examining Standard. The cases
referred to in this report, Examples 1 through 4, are the summaries
of the portions of cases quoted in the Examining Standard.

(2) - (6) Refer to Tables IV-4 - 9.

(7) Reminders for applicants
CD Unlike the examining standard in the U.S., Japanese standard
holds patentable only those software-related inventions that are
interrelated and interdependent with the hardware in producing its
effects and advantages over the prior art. Thus, changes in__ the
operation or the condition of the hardware effected by the
software need to be sufficiently disclosed in the specification.

GD It is important that not only the abstract concept of algorithm
be described but also the flowchart be submitted with the
specification in disclosing the software-related inventions. If
necessary, for the purpose of explanation, the source code listing
may also be disclosed in the specification, however to the extent
just necessary for such explanation and yet not be reproduced.
Although such a source code listing may, of course, be submitted as
a reference material with the specification, it must be noted that
the specification may not be amended based_on the information
disclosed in the reference material.

® The US standard requires "the sufficient disclosure of a
program's function/program's logic such as the disclosure of block
diagram and operation flow diagram (flowchart) necessary for
enabling any person skilled in the art to write the computer
program without unreasonable experimentation", and this disclosure
requirements are also held true by the Japanese Patent Law.
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j) AS the Examining Standard clearly indicates that "citation of
references concerning prior art 1S required for the application on a
software-related invention, for no sufficient volume of patent
literature hasbeen accumulated in that particular field of
technology", it is necessary to clarify the difference between the
claimed 'invention and the prior art, and also the advantages
inherent in said invention, by providing prior art references in far
greater volume and thoroughness than will be considered sufficient
in the case of patent application in other technical fields.

182



Table IV-4 (2) Change in the Examining standard and the Precedents concerning the sortsare-setated Inventions in Japan the US (Part 1)

~

ooco

JAPlIN

1975 "Examining standard on Inventions Relating to COI1pJter Program (Part 1)"

- 'technical idea which utilizes laws and arrangerents other than the law of nature

in the process, whether be in part or in wtole, of bringing aJ:out a certain g001

is held not patentable.

UNITED SfATF$

1972 ".Gottshalkv. senson'' (US 6],175 USpc!673 (l97~))

.,..·A claim which -..ould "wholly preempt. the ma~tical formrja'' shall not be protected

by a patent..1hatis, a cjaim which wouldgr~an individual the exclusive right to
,

to a mathematical fonnula, thus pre-enptinq th~ use by any One else, is nonpatentable.

1978 "hi re Freen:ill'" (57]F;·2d 12]7,197 useo 464 (~A-1978))

In re rreeren set forth a too-step test for deJeriniriin9whether 'claimspreE!mpt

amathem3tical rorncta .(Frean:m Test) ~

1. 'rte first step is to determine whether a cl~ recites a meth:d of calculation,
c. ..... ,.: •..... t

ffiat:.ttemtical fonnulae or equation either ditectly or indirectly.,
. . . . . . ~ ., . :....,. . .... : ..',

2. 11le second step is to deterntine whether the{claim as a whole neretv recites a

mathanat1calalgoritlmor rreth:d Of~lcuia~ion, or defines the statutory subject

matter under 35USC101.

1978

t

"Parker -e, F1mk (437 us 584,198 USFQ 193 (197~1"
- A claim is not statutory if what is claiJred~s nere post-sotur.ton ectivi ty after the

algoritlvn has ex:mpleted its calculation.

Ex: An invention will not be oonsidered as a statutory subject matter if what is

claimed is the «ereproof of impro.red and ?sefu1 appl icat.ion of Pythagorean

to the existinglTletrod of~surenent.



Change in the Examirlin9Stardard and the Precedents ccocernirq the Software-Related Inventions in Japan and the US (Part 1) coned.Table IV-4 21

I

1

JAPlIN UNITED srATES

1980 "In Yewalter" (618 F.2d 158,205 USPQ 397 (CCPAl980)I

- In order to determine wr.ether a claim Preanpt a mathematical algoritJ-rn, tOO claim

needs to be analyzed if the, algorithn defined. structural relationships between the

p,ysical eterents or process steps of the claim.

1981 "oianond v.Diehrand Lutton" (45005175,209 USPQ(1981)

- paraphrased the 2nd step in rreeren Test (uPteld the test enployed in Fyeellllllt and

in Watley (Freemn-walter test)

I
~

CO
-/>.

I

I

- When a claim is for a process involving the use ofo.::rnp.lter and said process is

for "performinq a functioo which the patent, laws were designed to protect, such as

transforming or reducing an article to a different state or th.in9", then the clairred

process is statutory and the' sarrewill 'hold true for ecceratus,

• Establisl'tnent of examining standard on the p:ltentability of inventiooscdnceming

CXJJ1P.lter implemented process or 8pp:lI'atus of control

1981 "Diaiion(fv~ Bradley" (67 L.Ed~2d. 311;209 USPQ97(1981)

- Ruling On'the iilVenti-oo conceriting tre capaci.try of a centr-al processor to handle the

internal functions and' effectively faCilitating tne prccese of performinq said

functions by providingrrulti-access to the system (1WItiprograrrmingJ.

- 'rte claim was deered as statutory for the b::rly of the claim was directed to a

eatp.1ter implemented process, instead of focusing on theorerating met:OCd ofCXJT1pJter J

itself, of'rrore effective data arrangenent made posaible as a mnsequence of

nultiprog-rarrming •

Internal corcceer. control(e.g~,oparating systsn, file managerentJ

was judged ascanprising p3tmtable subject matter.



Table IV-5 (21 Change in the Exanining Standard and the Precedents conceming the Softwsl:e-Related Inventions il) uapan and the (Part 2)

~

en
01

JlIP,,"

1982 "GUidelines cmceming the Inventions Related to MiCroa::rnp..ltel: l\Wlicatioo"

- COI1pJter software-related inventions are held patentable if the claim is drawn to

app:lratus by representing the invention, as a 'IrIhole, as "machine".

- ~le the standard cladfies the requi.rerrents for patentability of software-

related inventions operating interdependently with the hardware, other sctoere-

related inventions which cannot be represented as (XXJStituting "apparatus" are

to be examined by the conventional standard. 'rtererore, it is not yet clear

whether inventions related to micrcccrputer application, such as Operating systan,

lIl.lltiprograrrming control, and file access control, are patentahle or not.

UNI1'ED SfATES

1962 "In re Abele (684F.2d902, 214USK/662(CCPA1982)"

- A claim is patentebfe if the .algoritlJn in the claim '{is "applied in any rmnner to

~ysical eierents or process steps." (Expanding on tJ1e 2nd step of Frearan test)

1982 "hi re Pardo (6B4F.2d912,214 USPQ673{CCPA1982))"

- 'me term "algorithn" signifies a mat:.hematical algor~ttrn, and arrangerrents other than

those mathe:natical algoriilins shall be deered a statu~ry subject matter under

3SUSC101.

:
1

Preparat.ion of ".2106 Patentable SUbject Matter--Ma.t.heoo.ticil AlgoritlYn or Canp.1ter Programs
;1

(R61" byu.s • Patent and Trademark Office based on the above precedents.
J

;j
1984 "Paine, webt:er, Jackson & Curtis v, tErrill Lynch, Pi~rce, Fenner & Snith

'1
(564F.SUpp.1358,218,. USPQ212(D.DeI.19831, later proceed.inq, SB7F.SUpp.1112ID.De:1.19841)"

the rranaqesrent, of financial service systens,

- cetennination on ccmpliance with section 101 of a l"fAlter program supplied
1
1

for

1988 "Treatment of ccrcceer software-related invention UPJI the examination of

p:ltentability le draft)"

Patentability of an invention to be established if the software utilizes

charactedstics specific of hardware, thereby establishing the p:ltentability

of internal o.:Jll?lter control such as the operating systen and file access

control descdbed above,

- The inventipn was of a o::mp.lter program to integrat~ three financial service systans,

claimirtg an advantageous effect made p:>ssible by suchl an integration.
,

- lbrecitation ofmathenatical algorithn, either directly or indirectly, was found in

the claim, thereby not being tested.' by the rreeren tlt, and the claim was deeted as
~

statutory based on the advantageous effect made possr'~le' by the use of a a::::mp.1ter.



Table IV-5' j (2) Chanqe in the EXamining Standard and the Precedents ccocemtnq the Software-Related InventiOns in Japm arid theUS (Part 2) contd,

~

eo
m

Jl\PAN lIi'ITID srA'I'ES

1989 "In re Grams" (BB8 F.2de35,12 USFQ 2d 1824 (Fed.cirI9B911

- Held oot statutory after the inquiry into the sp:cification SlICh that the only

Jitysical step descr-ibed Inthe claim concerned the IIE!re gathering of data by the

use of ~ algori~.

-GralftSdiffers ,frdn Abele in a' sense that the algorithn described in the claim nerety

manipufated data gathered in earlier steps where the algoritlm claimed in Abele refined

the process specific of the apparatus ,

19B9 WIn re lwahashi" (888 F.~ 1370,12 USPQ 2d 1908 (Fed.Cir.1989))

-AWlication inVolving a series of means-plus-fwlction claims for calculating

sample, values .end .auto-corretatdcn ooefficients.

- Held statutory for the algoritlIn defined structural relationship between

the Ji1ysical ereeencs of the claim lin apparatus Claims) and its relation to the

apparatus was precisely disclosed in the spectrtcattcos, despite the quite onctear

distinction fran GrQlllS.

9.5.1989 Proclarration of aleqal analysis of 35USCIOl, "Guideline to 11060::;7".

1993 Ar1IriJncemeilt of Exarnfning Standard of Cai1p.Jt.er .Software-Related .InVention.



Table IV-6 (31 Patentability of ConpJter scroaee-netared Invention in Japan and the us, COn[:arison

or mathenatical

or is directed to

1pOSition of matter or any

oiarrmd· v, Bradley

If- ,i YES,, ·in <D, then determine whether

® the claim as a whole nerely soces a mathanatical

to statutory. subject matter (e.g., process,

new and useful improvarent thereof).

.cb Either direct or indirect recitation of calculation

eomciee is found in the claim.

'I11e claim is non-statutory tnonpatentahle]

mathanatical theory. If the. claim does nora than merely

then it is statutory subject ma_tter (patentable).

UNITFl) srATES

2~ As forl]) (those cOncerning the operation of crmputer-] mFtioned in the Japanese

Examining Standard, a claim falling within the same scope may be patentahke ,

U.S.

CD An invention may be patentabke in the US if step one of Freernan-walter test does not

aWly to the subject necter (Le., those other than na~tical algodttm), so

1009 as the hardware resources certains patentable feattkes specifl.c of itself and

thusautanatically qualifies for statutory subject mattet unde~' 35USClOl.

(Refer to In. re Pardo)

1. 'I11is port.Ion of Japanese Examining Standard is mOOdied

described below in the US.

- If applies as "YES" to at least one of CD to ®, the invention is then regarded as

pitentable on the basis ~t the software Inccrpcreres a law of nature in its

data-processing q:eratioo..

- If _..~ .. to all of CD to ®, following is to be considered.

\'llether the claim is. directed to a oontrolling means of hardware resources or an

q:erating means necessary in parfoming such cx:ntrol such as those ooncerninq:

CD o::rrprt:er-implanented process of ~trol.

Ex 1: Air <XXlditioning means eod afPU'atus for aut.orobiles (Refer to Example 1)

Ex 2:. r.ultipr09ramning exec.ution oootrolnet:ho:!/rreans

Ex 3: Control~ing neans of pittem-stitdring speed of cx:mplterized .sewing machine

® q:eration of carp.1ter;

Ex 1: r.t.Iltipr09ramning execution rontrol neth:d

Ex 2: Virtual storage supervising unit;

(j) the mployment and reliance upxl the laws of nature in the objectofrontrol and

that data being precessed based on the (ilysical and technical characteristics of

the object of oootrol:

Ex 1: Cc:ITp.lter-implemented image processing

Ex 2: Detect.ing means of digital signals transmission error

Ex 3: Method for 9E!fl&ating and displaying circles (Refer to Example 3)

JAPAN

@ the use of hardware resources in a manner described in the specification

<ifKX)rp:>ration of a law of nature into the ccmp.Iter-implarented data-processing

not required in this case)

Case 1: Carmand input method for selecting o:mnands frcrnhierarchical menus

(Refer to Example 4)

Case 2: aapanese syllable-chinese character .conversdce nerrod

~

co.....

If applies as. "YES", pltentability of the inventioo u~ld 00 the basis that

a law of nature is being mcoeporeted, If "00" I tceever , the invention is'

determined as being nonpatentab.la,

Considering <:D and ® above, a claim deeoed paterrtable by

Standard may also be determined as being setenreme
Japanese Examining



, .
Tablerv;"7 (41!Japanese Standard eod tre US Standard on Q::mp.Jter SOftware Determined as Being Nonpatentc.ble for not rncorporattnq a law of' Nature, Cceper ison

~

enen

JAPAN

A canp..tter program ll'i"iY' be f~ nonpatentabl~.if:

the dilta-processing"oparatiorl
i
is based ~ the"~c principles, rreth::d of doing

bcsdness, artificial arr~t or mathema:tical forioolae; and,

limitations'to the c1aim,s~ by hardware·resaJrces are being equivalent to those

inevitably occurring as a r~lt of employing the oonp.rt:er teere use of c:aTp.rterl.

For example, sere addition o~ limitations, like the following phresee , ,to the method

of solving mathematical form,ilae does not make the claim stand as having Incorporated

a law of nature. ~

CD "sotve usmq tbe canp1ter~.
® "infUt the data into the'~r ••• and outp.1t the result fran the ci::mpJ:ter".

® winp.1t ••• fraa. the inp,lt~evice, operate ••• using the processing uriit, store••.•

in the nBrot-y, andoutp,lt.;J.... fran theoutp.Jt. device".

® "neans for inpJt.ting .;. :~ran the inp.Jt. device; eeens for operating ... using the

processmq unit,iimns fot,storing .'•• .into the memxy, rreans for ,outpJtting•.••

frail the' outp.lt device".

case: xarnerkar Patent (APPlicant: AT&T; Application Nunber: 61-501865)
!

~r'sdecisiOn of :;refusal' notified· i~:March, 1993

Reason for rerusat r ;1
virtually no grounda~ting for the calculation rreans being attrib.1ted to the

di9itB.l' processor i.s f.~ in the c.lalln..•
.' . ' ... , '" .,"1 .. ' . "...•..

In other IoUrds, the a:::rirprt.er program which 'stands as the method of caJculation

in'Wsinvention is ndtln 'any manner i~tetrelated tb<the' digital processor

which stands'(!S the rreks of calculati~. 'It1E!advantageous effect is attributable
" .'1 "

~lely to,the~r~ram~tself, and is not the consequence of program's influence on

the'~~lenvirorwre~,tsuch ~~tr0llirtg,ei~~directlY or dndi.rectly, the

_.." .' 'sn of. processor ~.f.:Wi.th. a view to.'. expmd.lng. on 't.h.e capacity of the processor
'. .' ;;:" '.. . , .

by selectively.. uti1izi~ its individual tunc;ti.'.onsto the ful.lest E!Xtent.,
. .) .... '.' . .' '.' . '. " .....•.. .

Q:Ilsid.erift9 these,FOi~~s,\oi)atis being cfained in this invention is in essence the

progcCI}! interx1ed to ~()Iladigital,~s$(Jr,in spite of its being, as a matter

offormality,.8n a~rJtus claim for a <:iigitalpr:OCE!7isor. Therefore, what is

~ng c1~ of' this'invention is ev.ident.Iy the nlet:hod of calculation loIhich

holds t.heinvention as!being ocnpatentabie,

UNITED srATES

In re Abele

Paine, Webber, JackSon & CUrtis v, M=rrill LynCh, Pierce, Fenner & Smith

In. re lwahaslU

Decision in each of. above precedents evidently sugqests that an invention detennined as being

oonpatentabte in Japan may be determined as being patentable in the us. en the other hand,

bcsever , no clea~ s~dard is established in the Japanese Exariti.ning Standard on such

mvent.iona thatwere clairred as the subject matter in above precedents in the us.

3 related cases have been granted patent in the US (USP4,744,0266,USP4,744,0267,USP4744,02681

Discrepancy in the detennination of patentability by the Japanese standard and the US

standard may be for the difference in the requirements to be met. .-Japanese standard hOlds

pat.net.ab.l e only those inventions that are interrelated and interde~ent with the hardware

in prcrlucing its patentability where the US standard is slightly broader in its SCOJ,"e Such

that o::mp.1ter program can be determined as being patentable, if expmding 0Ii the

ccrpreneneico Of Freeman-Walter test, provided that the program does nore than calculate

the-qiven mat:he:naticalalgorithn and attain satE advantageous effects. ('!he US standard by

nature, unlike Japanese standard, is concerned with the p3.tentability of a mathematical

algorittm arid inip:>ses no restrdcctcos as to the interrelationship of the software to the

hardware. I



Table IV-a (5) Reminders for AWlicant and ~rison with the US Examining Standard: cceprcer Software-Related Inyentions

an invention not in conformity

mathematical algorithn recited by

not regarded as being petentebte,

~

CD
<0

Jl\PlIN

CD It<tlen determining \l/hether or not a law of nature is being incorporated in an invention.

attention nust be paid as not to. be a:nfused by the statutory categories Ivprcceee'' or

"apparatus~Lcf the claimed invention. For, example, if a claim is drawn to an

invention that falls .mto the category of "epperetus", but as a nere CUljunc:tion of

'weens for various functions'" the said claimed invention shall not:autanatically,be

regarded as having' Incorporated a law of nature.

® Programning language, program itself ard program list are not regarded as

"an invention".

CID For an invention claiming a "mediUll with. a program ~toredtherein",thedata stored in

the mediun Iproqrem itself} is featured with specific, characteristics and the.nediim

itself lacks technical characteristics and therefore not regarded as, ",;m invention".

@ For an in,vention with a claim ending either in .. "proqram" or: "software", the ccmp.1ter

program itself ,will be regarded as being applIed for,a p:ltentard ,what is actually

being described In the claim,;wi111lOt be. regarded as "an invention".

UNITED STATES

Q) If what is be i.nq claimed of an invention is nerety

preamble limiting the area of use, such invention

(Refer to "In re Walter")

® Similar criteria is et.Ipul.ated in the US examining standard

Matter-Mathematical AlgoritlIn or Ccmp.Iter Programs

However, there are exceptions to this criteria in

with this criteria has been granted a patient; (USP4,~96,291

"2106 Patentable Subject;



......
<0
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Table IV-'-9 (6) criterion on the-Inventiveness of COTlpJter-SCftware-Related InventiOn

JAPAN I UNITED 5rATES

CD Inventiveness of an inVen~.·on is determined with a consideration to the level of ICD Criteria for determining the inventiveness of an invention is same esebet of other area of

ordinary knowledge in the ccepcter technology field at the tine ofawlicatioo. technology. I'b specific regulations are therefore being stfpneted,

® In order to qualify as beihg "one skilled-in the art" with regard to a software-related

invention in its awlicabl~ field, one rrost possess ordinary technica.l'kilowledge in

both fields of the awIicarle field and the o:::mp.rter technology field (e.g.,

systEmizationlbe able to' FnP10y ordinary technical neens in research and developnent,

be capebte of deroonstrati~ ordinary creativity such as an ability to alter the design

of the system, and possess; as its own, teclm.ical krx:Mledge deered as of ordinary level

in the pertinent art (Ixrt:l{of the applicable field and the ccnpater engineering field)

as of the' filing date of the J.:6tent application.

® Application of procedures' and a means pertinent to a' sOftware-related invention to

other applicable fields is; obvioos to one skilled in' the art.

Ex.arilple: Mlen "nedical infprrration reeretvai systen'' exists as pr.ior oart; to "product

information re~val system", applying a 'neene'' claiJm::l in the prior

invention and ~gequivalent in ftmetion and effect to that of the prior

invention to the t'pro:1uct infonnation retireival system".. is a measure obvious

to one skilled in; the art.

@ SUfple!nerit of ererenc, eit!rer of hardware or software, that are<ordinarily used

for such purpose, or ~tutionof a por-t.ion of eterents of system ronfigura:tion by

its equivalent is oblrious'"j:o one skilled in the art.

Example: Providing, as a ,PPlern=ntal inp..1t rreans of system, the use of neuse-In

selecting the itdn displayed on the screen or the use of bar' cede for the

purpose o~inPJt~ngnurericcede.

® EXecution of,functions ,tha~;are generally being Ferfonred,by har~e resources such as

circuit,by software is a d:mceptobvious,to .one .'skille:1 .in the art .
. ) . .. .

® &t 8tt:aJ¢to systemize an)~rationwhich is being performed by tnnen resccrces with

a, vieW to usinga:::mpJter. ip attaining the sane results ,isregardedas,daronstrating

creativity, ordinary of on~skilled in the art if the,p.itpJseof such an attempt can be

attained by implerentation\ of routine operatdons such as .ordinary System anafys.i.s end

systSn design. ' ;

(J) Mvantageous effecb of an'~nvention I (j) Similar effects were also cluined in llDahashi and Karmark/ir patents,

General:.effects· such: as' "~lerated.processing" ~ "capacity of processing greater, . . . .' '.' ' ..... "

votme of data", ,"decreas.ipg an error" and "conetstency in .prccessed ,results" are the

natural conseccencee of .~terizationaed cannot be .' regarded as effects. unobvious

when .vieeed in the light ~ technicaj krlCMledgeof,ordinary level Inpertanent, art.



Example 1 (Directed to a controlling means of hardware resources .. or an operating means necessary

in perfonning such control)

[Title of invention] AIR CONDITIQNrn; ME:!llOD AND APPARATUS Fffi AUltMJBllES

value,a

[Claim]

An air-conditioning method for air-conditioning -the autonnbile cabin by _controlling in-cabin

blow-out air conditioning means (7), (19), comprising the steps of:

detecting the temperature.Tu at a position substantially exposed to the sunlight .(L) .tr_tted

through the cabin window (17) in the ~cinity thereofvfhe temperature Tr at a position_

. substantially not exposed to the sunlight (L) in the

calculating the sunldght-corrected data X proportional to the difference between the temperature

Tu and the temperature Tr when the atnospherac temperature Tam .is higher than a predeternti.ned

value;

calculating the temperature. drop Tamu of the temperature Tu due to the atmosphere corresponding

to the atlllospheric temperature Tam and. also calculating the sunlight-corrected data X proportional

to the difference between. the temperature Trand the StuD of the temperature Tu and.the temperature

drop TaIIRl when the atmospheric temperature Tam is less than a predetermined value, and
controlling the in-cabin blow-not air-conditioning means (7), (19) in accordance with a not

temperature, the atmospheric temperature Tam and the stmlight-corrected data X.

[Description of the Invention]

First temperature Temperature setting -

detector arranged at
.

means

a position exposed .

to sunlight in cabin

~..
SecoiId. temperature - Data-operatdng means In-cabin blow-out

detector arranged at~ for sunlight ~ Control means - air .temperature

a position not - correction control neans

exposed to sunlight rin cabin
.

AtIrospheric .

temperature

detector

This invention is intended to control the in-cabin blow-out air-conditioning means comprising an

air-mix damper (7) and an actuator (19) providing a hardware resource. It is obvious that the

invention, which utilizes the physical characteristics of a control system, and therefore lithe

law of nature is utilized in the data processing by software (I)" ts applicable.

Hence, this invention utilizes the law of nature.
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Example 2 (A means For 'controlling hardware resources'or for performing processes associated with

control thereof)

[Title of invention] MULTIPRa;RAMMIN; EXECUTION roNTROL METHOD

Number ll--~~-~-------,

[Determination of Paientability]

Task Actions (a sequence thereof) which form a unit of operating system control. Hence. it

is a program-that is currently being executed, in contrest-to the program Which is

nerely a sequence of .orders.

programprogram

G····-B~8···~Bpointer

Number 2

pointer

Queue control

terminal

[Claim]

A multiprogramning execution control method characterized by the format.ion of a queue of

multiple-linked control blocks, in which' task control data are stored, and said queue is
controlled by -the mil tiprogranming executton corrtrol method' in which 'queue control' terminal

controls the .executcon sequence of multiple programs, Wherein a 'predetermined sncorit of Unused

control block regions, iriWhich the aforementioned control data arena! stored, are secured and

linked together tn advance,

. wherein, in order-to chaIlge the unused control blocks into unused control blocks, the control

data to be executed are stored in the leading unused control' block, and the number 1 pointer

stored in the aforementioned queue control terminal is changed to indicate the subsequent unused

control block, therumber 2 pointer . stored in the aforementioned queue control terndnal Ls changed

to indicate the subsequent used block.

This inventionisa means in which processing devices such as the CPU or memory are effectively

assfgned to the task units through the usage of task queues. and is thus relative to the

processing device of hardware resources.

Al though the hardware-resources are not clarified in the claim. it is clear. based on ordinary

knowledge in the art, that the control is performed on the hardware resources such as the CPUand

memory ,

(I)".
Hence. this invention utilizes the law of nature.
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Example 3 (A means for processing data based on the physical or technical characteristics of the

objects)

[Title of invention] METIlOD FOR GENERATIN; AND DISPlAYIll:; CIRClES

[ClaiJn]

A method for generating and displaying circles on a graphic display device possessing bttnap

merrory,

wherein when the dot Dk coordinates on the display device are displayed via (Xk and Yk),

in order to generate and display the circle centers (XC and YC) and the radius r (r being an

n = 0, 1, between 2 ... 2r (n being an integer),

Yn =(YC+R) - n

Xn = XC ± 00 (rn (Zr - n))

[00 ( ) being an integral function for the calculation results between the

parentheses ( )]

are calculated to display ON the applicable bits in bitmap IIleIIOry, andXn stored in mem:Jry, arid by

displaying ON the bits that are applicable between (Xn+l, Yn+l) and (Xn; Yn+l) during the next

n+1, by averaging out the density of the dots which compose the circle.

[Determination of Patentability]

po........~
I

i
I

I
I
I..;' (2r n)-L_-E.. --:=~ D n
1 . ... .....'--; ...~ .....
I "._ t ....... -

I .',,'- r
I ".'

On a display device using bitmap memory, thereexi.sts a tecmucalcharacteristic (cOOlpOsing

characteristic) wherein the object to be displayed is represented in units of dots (applicable' to

1 bit of bi tnap IIleIIOry), and only said dots are displayed.

The data processing performed by the software of this invention does not simply obtain values '

fran of a circle, but generates carcles and display than in accordance with the said, technical

characteristic; and lithe law of. nature' is utilized in the data processing by software (I )"is

applicable.

Hence, this invention utilizes the law of nature.

193



Example 4 (A means in which hardware resources are being 'uti.Idzed)

[Title of invention] CCI1MA.'ID It<1'Uf I1ElIDD FeR SElECTm:; a:M1ANIlS FReM HIERARCHICAL MENUS

This invention cccprtses of a di.spl.ay devi.ce, input device, memJrydevice,and. a .computer as its

Display of the second hierarchical menu

.
I. File Address A Address A l. Read Address E

2. Print Address B 2. Save No subsequent menu

3. Auxiliary 'function Address C 3. Exit No subsequent menu

4. Exit Address D

Display of the first hierarchical menu

[Detennination of Patentability]

Contents of the merrorydevice

[Claim]

A command input method for selecting commands from.hierarchical menus. in a system comprising of

a display device, to display menus, an input, device to 'receive external 'selection instructions iri

reference to the displayed menus, a nenory device to store data, and a ccmputer to process

COIJm3Ilds which are input,

wherein a multiple of menus to be displayed 'are hterarchically correlated and stored in the

aforementioned memory device, and the corresponding relationship between the menus and ccmnands

are stored in meroory,

wherein the menu of the first hierarchical order is read from the IJEmJry device to edi.t-and

display the menu on the aforementioned display device.

wherein each time a I1Enu selection is received.' from the input devrcevuhenenu of vthe

hierarchical order that is subsequent to the selected menu is read out fran the eemrydevice,

then edited and displayed. wherein when there is no subsequent hierarchical menu, the 'comnarid

which corresponds to, .the se.lected nenu-fs input into thacoepcter,

llien,rchic:ally, as well as the corresponding relationships between tbe menus and connands,

The hardware .resources .·~re..ccebined to-read. out .the :hierarchical. menus 'from the ..-rremrry device in

sequence•.edit, and display them. to input:c~nds ,into the computer.

This compositidninwhichhar~re.resourcesarethus combined do not.constitutea simPle usage

of hardware resources, and "hardware resources are utilized (II)" is applicable.

Hence. this invention utilizes the law of nature.
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v. Conclusion

In this report, content of the revision on the Patent Law and the
Utility Model Law, and the new Examining Standard for applications
filed. in accordance with the current Law were outlined with a special
focus on recommended actions for applicant to employ in order to
accomodate such revisions on the Patent Law, with regard to amendment,
and the new Examining Standard.

Practical application eifthe details of revised patent Law and

therefore, attention needs to be drawn to the content of the
guideline to be published after the preparation of this report, and
also to the actual practice after the revised Law enters into force.

We hope this report serves as an assitance in the future practice
of all the members of PIPA.
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Update in Recent Developments in U.S. Patent Laws
(MISSING - SEPARATE HANDOV1)
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I. Introduction:

The Japanese trademark registration system rests on

"first-to-file" and "registration" basis, and so a trademark

right is essentially acquired through registration on the

Trademark Register, subject to the first filing.

a real right, under which the owner shall have an exclusive right

to use the registered trademark with respect to the designated

goods or designated services, and the owner may demand for remedy

by a civil action such as an injunction against any infringement

and damages, if any.

Remedy by a criminal suit is available too. However, since

a trademark infringement leads to disorders of trade relations

causing confusion of the origin or deception of the quality of

goods, no charge by the owner is needed, making much account of

the public interests. This is different from a patent

infringement case.

On the ground that our country rests on registration basis,

the examiner of the Japanese Patent Office examines applications

for trademark registrations in light of whether there would. be

likelihood of confusion with prior marks, disregarding the issue

being caused by "actual use". But, in a trademark infringement

lawsuit, a court compares and contrasts the defendant's mark

being actually. used with the registered trademark owned by the

plaintiff, and examines concretely the actual conditions of. both

marks in the relevant trade in order to ascertain whether any

confusion between both marks actually arose or not.

A major issue' in a lawsuit of trademark infringement and

unfair competition has been whether an act of infringement or

unfair competition existed or not, in other words, .whether

similarity existed between both marks or between goods and

services of the parties, or whether the plaintiff's mark was

well-known. Accordingly, an abundance of. studies has been carried

on in these area, but few studies of the decisions of lawsuits.

have been made by categorizing and examining the injunctions and

damages by cases admitted or dismissed and by reasons judged.
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These studies would be a matter of concern and interest of those

who practice trademark administration in the business

enterprises.

Then, as a result of our study, we like to brief.ly present

the structures and the related provisions of the Japanese

Trademark Law and Unfair Competition Law, which aim to defend

from and remedy infringement and violation, and further present

a table made by categorizing the decisions of infringement

lawsuits for the past six years or so, and damages, demanded and

found, by cases picked out from the table, and the criteria for

the presumption of the amount of damages, too.

II. Japanese System

Infringement:

A. Trademark Law

of Prevention and Remedy against

Section 25 of the Trademark Law provides for the effect of

trademark right; "The oWner ofa trademark right shall have an

exclusive right to use the registered trademark with respect to

the designated goods or designated services." In addition, under

Section 37-1, it sh.all be construed infringement for any person

other tha'ri' the oWner to use a trademark similar to the registered

trademark in respect of the designated goods or designated

services ,or use of the registered trademark or trademark similar

thereto in respect of goods or services similar to the designated

goods or designated services. The owner has a right to exclude

use of such acts by others.

The owner or exclusive licensee (under Section 30) has a

right to claim against an infringer or probable infringer to

cease infringement or to take preventive measure,' and in

addition, to demand for damages if the infringement is due to

In addition, the owner who demands for injunction under the

Trademark Law, is not required to prove actual confusion of the

origin of goods as the result of infringement.

The Unfair Competition Law is also available for an owner of
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a well-known registered trademark to demand for injunction and to

claim damages against unfair use of the same or similar mark.

1. Trademark Infringement

Trademark infringement is classified into fotir types as

·follows;

(1) Infringement of the Right to the Exclusive Use IS 36\

It is an infringement of the essential right of exclusive

use for another t.o use the registered trademark in respect of the

designated goods or : designated services without good authority

such as exclusive license, non-exclusive license, prior use right

of a well-known unregistered mark, continued use right of a well

knowniIivalid registered mark.·

(2) Infringement of the Similar Scope of a Registered Trademark

IS 37-1)

It is deemed infringement for a person other than the owner

of the registered trademark to use any trademark similar to the

registered trademark in respect of the 'designated goods or

. designated services, or to any goods or servic:es similar thereto,

without good authority such as exclusive license, non-exclusive

license, prior use right of a well-known unregistered mark, and

contintied use right of a well-known· invalid registered mark.

This is a legal fiction by which· thescopEl of infringement is

extended, beyond the essence of the trademark right, to any goods

oi-services and trademark similar thereto.

(3) Preparation for Infringement of the Right to the Exclusive

Use and to the Similar Scope IS 37-2-8\

to the infringement of

some preparations are

be excludable as the

While paragraphs (1) and (2) relate

the essence of the trademark right,

provided in the Trademark Law to
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infringement in light of strengthening the protection .o f the
registered trademark. Such preparations are classified into five
types as follows;

(a) ac:tsqf holding, for. the purpose of assig~ent or delivery,
designated goods·, or goods which are similar to the
designated goods or designated services and to which or on
the packaging of which the registered trademark or a, ..

trademark similar thereto has been applied;

(b) acts of holding or importing article!! which are for use by
persons to whom the se.rvices ar.eproyided and to .whic:h'the
registered trademark or a trademark similar thereto has been
applied, in the provision of the designated. services, or.of
services similar to the designated service!!. pr designated
goods, for the purpose of using such articles in the
prqvision of such services;

(C) acts of assigning or delivering articles which are for use
by persons to whom the services areprovided pl1d to which
the registered tri'idemark or a trademark.similar thereto has
b~en applied, in'the.provision of the designated services,
or s~rvices, similar to the designated services or
designated goods, for.the purpose of causing such articles
to be used in the provision of such servic;:es, or acts of
polding or importing such articles for the puzpose of
assigning or delivering them;

(d) acts of holding articles bearing a reproduction of th~

registered trademark or a trademark similar thereto for the

puzpoae of using such trademark in respect of the designiited

thereto;

(e) acts of al;signing or delivering, or of holding, for the
purpose of .assignment or delivery, articles bearing a
reproduction of the registered trademark or a trademark
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similar thereto, for the purpose of causing such trademark

to be used in respect of the designa.ted goods or

designated services oz. of goods or services similar thereto;

(f) acts of manufacturing or importing articles bearirrg a

reproduction of the registered trademark or a trademark

causing it to be used, in respect of the designated goods or

designated services or of goods or. services similar

thereto;

(g) acts of manufacturing, assigning, delivering or importing,

in the course of trade, articles to be used exclusively for

manufacturing. goods bearing a .reproduction of the registered

trademark or a similar trademark.

(4) Use or Preparation for Use relating to the Specified Goods

in a Defensive Registered Trademark

This relates to the use by another of the defensive

registered trademark in respect of the designated goods and

designated services, and this is the extension of the scope of

infringement of well-known trademark, beyond the essence of the

trademark right, to any dissimilar goods or services:. (§ 67-1)

The Unfair Competition Law, but not the trademark Law· is

applied to the use by a person other than the owner of the

defensive registered trademark of any trademark similar to the

defensive registered trademark.

Preparation for using the defensive registered trademark is

also deemed an infringement. (§ 67-2-5)

2. Remedy by CiviI Action

The trademark right is an absolute right similar to the real

right covering the exclusive use of the registered trademark in

respect of the designated goods or designated services, and the

registrant has a right to demand for injunction against
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infringement in the aame way as a right of claim on the real

right. Moreover, if the infringement satisfies the required

~ondition of a tort, the registrant is able to demand for remedy

by a civil action such asa claim for damages, demand for

retrieval of reputation, and demand for return of unjust

enrichment. Generally, the Civil Law is applicable to these

cases.

(1) Demand for Injunction IS 36)

The Trademark Law provides; "the owner of a trademark right

or an exclusive.licensee maydemartd to a person who is infringing

or is likely to infringe the trademark right· or right of

exclusive .uae, the ·cease and desist or preverttionof such

infringement" (§ 36-1), and at the same time to demand the

destruct.ion of the infringing articles, the removal of the

facilities used for infringing or othElr re.liefneeded to prevent

the infringement (§ 36-2).

Those who can exercise the~r right to demand for injunction

az:e the owner and exclusive licensee "'ho are similar to the

posl$essoz: of the z:eal right, and, however ,the non-exclusive

licensee who is similar to. the obligee of the obligatory right

is not granted to demand for injunction. Those who can be

exercised the right to demand for injunction are the performers

in progress of an infringement, actual or probable, without the

issue of willfulness.or negligence.

(2) Claim for Damaaes IS 38. S 39)

The owner of a trademark right or exclusive licensee may

claim for damages against a person who has intentionally or

negligently infringed the trademark rightorexc.!.usive use :right.

requires· the claimant to prove that· he was caused damages

intentionally or negligElntly by the infringer. But a claim for

damage against an infringer under the trademark law does not

requ.i.rethe owrier. of a trademark.· right or exclusive licensee· to
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prove that he was caused damage intentionally or negligently by

the infringer, since the infringer shall be presumed to have been
negligent (§ 39, Patent Law § 103).

As to the amount of damages, the Civil Law places the
responsibility on a claimant to prove it in an infringement of
the property right in general, whereas the Trademark Law as the

.:.~:.:i~.~ .; l~,:, .. :.ontains the .. pr~:"isi.o~torelie:,,:. the . claimant's
iesponsibility' to prove"'the'c:i';:;;;i3.'ge'sfor·'the p";~pose of
protecting the owner of the trademark right or exclusive licensee
from the difficulty to prove it in the trademark infringement,
that is, the profits gained by the infringer through the
infringement shall be presumed to be the amount of damage
suffered by the owner, provided that the owner proves the amount
of such profits (§ 38-1).

Moreover, as far as the trademark infringement exists"the
owner may claim from the infringer an amount of money at the

lowest, which he would normally be entitled to. receive· for. the
use of the registered trademark as the amount of damage suffered
by him regardless of whether he is actually suffered or not. This
provision of damages as legal fiction is to be applied only to
the case in relation of the right of the exclusive use and of
excluding another's u~e, but is interpreted not to be applied to
such acts as' deemed to be infringement. Further, the owner may
claim for damages exceeding the amount equivalent to a royalty
fee under the normal license. But, in such case, if there is
malicious intention or gross negligence on the part of the person
who has infringed the trademark right or.the right of exclusive
use, the court may take this into account in determining the

amount of damages. (§ 38-3)

(3) Demand for Recovery of Reputation IS 39)

Upon the request of the owner of a trademark right or of a

right of exclusive use, the court may, in lieu of damages or in
addition thereto, order a person Who, has injured' the business

reputation of the owner of a trademark right or exclusive
licensee to take necessary major to the recovery of the
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reputation.

This provision has the same effect as the Civil Law aims at

the recovery of the reputation from defame (§ 723). As a concrete

measure it is probable to publish apology on a newspaper or

magazine, or to broadcast apology over TV or radio.

(4) Demand for Return of Unjust Enrichment

Although there is no provasa.on in the Tradelllark Law relating

to .~hedemand for ret~rn of unjust enrichment which is one of

remedy for infringement of the property right, it is interpreted

to apply mutatis mutandis the provision of unjust enrichment of
the CiVil Law.

3. Remedy by Criminal Suit

The Trademark Law contains penal provision, under which any

person who has infringed a trademark right or a right of

exclusive· use be liable to imprisonment with labor not exceeding

five years or to a fine not exceeding 500,000 yen. (§ 78)

This·provision applies not only to essential infringement

acts (§ 36) but also to the acts deemed to be infringement. The

general rules of the Criminal Law is applied to the constitution

of a crime for which the willfulness is needed.

Since a trademark infringement is connected much with the

public· interests, that is, it leads to disorders of trade

relations and injury of the public interests by causing confusion

of origin or deception of the quality of goods, no charge by the

owner is needed making much account of the public interests. This

is unlike a patent or design infringement.

B. Unfair Competition Law

While the Trademark Law aims to protect the registered

trademark by granting an exclusive right, the Unfair Competition

Laws aims to maintain the order of trade and .. to protect and

promote the development of the business activities by exciuding
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such acts t.hat.: a person uses with the unfair intention the

well-known trademarks, trade names and other indications of

origin, on no condition of registration.

Accordingly, when anotherperson.uses such.mark as same to

a person's well-known mark or similar thereto, and when such mark

is a registered trademark and used in respect of such ,goods as

hereto, an enforcement of the right under the trademark right is

available. If the mark which another person has used is a well

known unregistered mark in the above case, the Unfair Competition

Law is available.

The Unfair Competition Law contains the provisions of the

demand for injunction against, claim for damages and demand for

recovery of reputation from a person who performs such act as

causes confusion of the. goods or the business activities of

another person by using the same or similar mark that are well

known to represent another person's goods or business.

A demand for exclusion of the unfair competition shall be

admitted if three conditions mentioned below are satisfied;

1) The trademark, the trade name, or other indication of origin

used by the plaintiff is well known.

2) The defendant is making use of the same or similar

goods/services mentioned above 1).

3) As a result the confusion or probability thereof arises.

"Well-known" requirement needs to be satisfied in Japan,

but, as to overseas well-known marks, such requirement tends to

be relaxed. While it has been required. that the plaintiff is

competitor with the defendant in horne market (confusion in the

narrow sense), in recent years, increasing are cases where

existence of confusion was admitted without such competition

(confusion in broad sense), and there is a tendency of increase

of dispute on well-known marks and reinforcement of protection on

the same;
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Further ,it is not deemed unfair competition to use a common

name of goods, other indication customarily used in trade for

business of the same kind and one's own name used in good faith,

and perform such act admitted to be the exercise of an industrial

property right such as a patent -right ,trademark right, et-c.,

even though these acts seem under any type of unfair competition.

(§ 6)

1. Remedy by Civil Action

(1) "Demand for Injunction

Section 1-1 provides that a person whose!::>usiness interests

are likely to be injured by another person's acts mentioned in 1)

and 2) below may demand for injunction against such another

person. This means that, if a person's act is likely to injure

another person's business interests, such another person may

demand for injunction regardless of an intention of the

performer.

1) Confusion of the Origin of GOods

Causing confusion of the or~g~n with another person's goods

by using such indication identifying a person's goods as same or

similar to another person's name, trade name, trademark,

container or package of goods or other indication which

identifies his goods well-'known in the territory where-this Law

is in force, or by selling, distributing or exporting goods

bearing the same. (§ 1-1..1)

2) Confusion of the Origin of Business

busLness facilities or activities by using such business

indication identifying a person's business activities as same or

similar to another person's name, trade name, -trademarks or other

indication identifying his business, well-known in the territory
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where this Law is in force (§ 1-1-2).

(2) Claim for Damages

(3) Demand for ~ecovery of Reputation

same asa demand for Ihjunction, but
in the Civil Law. (§709)the provision of unjust act

The Unfair Competition Law provides that, a person who has
performed the act mentioned 1) or 2) above, intentionally or
negligently shall be liable to compensate damages to another

)

A person whose business interests have been injured may
claim for damages if suffered, together with a demand for
injunction. Such claim for damages requires another person's
willfulness or negligence.

This is different from

Upon the request of a person whose business reputation was
injured intentionally or negligently by another person's act of
unfair competition, the court may,. in lieu of damages or in
addition thereto, order such another. person to take an
appropriate measure for recovering a person's business reputation
from defame. (§ 723)

This provision has the same effect as the Civil Law aims at
the recovery of the reputation from defame. As a concrete measure
it is probable to publish apology on a newspaper or magazine.

2. Remedy by Criminal Suit

For the maintenance of a fair competition and protection of
a business reputation, the Unfair Competition Law aims to impose
the criminal responsibility upon those persons who have performed
the acts falling under the confusion of the origin of goods (§

1-1-1) or business activities (§ 1~1-2).

By the way, it should be noted that by the Amendment which
shall come into force from the next year, the penal provision is
amended to· read an imprisonment with labor not exceeding three
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years or to a fine not exceeding 3,000,000 yen (100,000,000 yen
in case of a corporation).

C. The Civil Law

A trademark right is alike to a .realright and the substance
thereof is an exclusive right to use the. trademark in respect of
the designated goods or designated services. As a. general rule of
the Civil Law, the provision of the unjust acts.(S 709) i.s to be
applied to the infringemel\t, similarly in the private property
right. Section 709 provides "A person who has infringed another
person's right intentionally or negligently shall be liable to
compensate damages arose froll\ such infringement".

In the former Trademark Law there was no provision of such
kind as remedy for the tradema,rk infringement. But, the Law in
force contains the provisions on the claim for damages (S38, 39)
due to the special characteristics of the traaemark.right. The
relatfon between the Civil Law ana Traaemark Law is that between
the general law and the special law.

AS to the demand for return9funjust enrichment, the
provision of the Civil Law (S 703) is tqbeappliea since there

. ~,.., ::,

is no provision of this kind in the Trademark Law.

III. Case stuay of the Demand for Injunction, etc. in Trademark
Infringement

The trademark right is an exclusive and absolute right, and
another person cannot use such trademark falling under the scope

of the right of exclusive.use (on thesaJlle trade.mark i Il respect
of the same goods or services) and.also the scope of the right of
exclusion (on .the similar trademark in respect Of the similar
goods or services). However, the actual business

trademark right or used a well-known mark any consent.
For every company, it is an essential theme qf business

planning and market strategy to maintain and administrate its own
marks on which a business reputation has been accumulated, and it
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is required to keep watching fully another person's infringement

and unfair competition acts .and to take pro1;ective measures

against possible dispU1;es, such as by searching another person's·

prior right.

In the lawsuits of the trademark infringement, a major poin1;

in dispute has been whether infringement exists or not, namely,

,
that of goods or services, and consequently many studies have

been made as a matter of course.

Howe"er, in the practices of trademark administration in the

industries, much interest was additionally shown. on the demand

for injunction and claim for damages, claimed amount of damages,

and on the merits and reason of judgement by the court, while

there has been little studied about the amount of damages,

claimed and admitted, and the reason therefor in the trademark

infringement lawsuits, by categorizing and analyzing the cases.

Then, we have studied on these issues reviewing the lawsuits

of trademark infringement and unfair competition cases for the

past six years.

A: Demand for Injunction against Trademark Infringement, etc.

(A) Categorizing and Analyzing Cases

We have collected the decisions on the demands for

injunction against infringement of the trademark right and

against unfair competition acts and on the claim for damages,

which were given by.the district courts, high courts and supreme

court during the period from January of 1987 through March of

1993. We have selected and reviewed those lawsuit cases on which

substantial judgments were passed on similarity, confusion of the

origin and damages.

We have categorized and analyzed such selected cases and

showed in the following. At first, we have divided the cases into

two groups. One is the admitted cases and the other is dismissed

cases. And, as to every group, we have arranged the list in order

of the decision date and numbered serially as reference
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(hereafter called as "Ref. No."). We attached the Table of this

list as appendix hereto (hereafter called as "Table"). The coLumn

of "Cla~ed for" is corresponding to that of "Decision" so as to

easily find which claim or demand was admitted or not. As to an

amount of damages in "Decision" column, an actual figure

indicates the damages partially admitted.

1. Number of the Selected Cases

We have selected sixty-two cases. As showed in the following

table, the cases of 70% or so were admitted; (Besides the

selected cases, there seems to have been many cases settled out

of court).

..

Total 62 (100%)

Admitted 44 (71%)

Dismissed 18 (29%)

2. Number of the Selected Cases by the Base Law

In the lawsuits about the trademark infringement or unfair

competition asking for remedy such case as demanding for

injunction or claiming for damages, the Civil Law, Design Law and

Copyright Law are available in addition to the Trademark Law and

Unfair Competition Law. In the selected cases, the Trademark Law

was most utilized and the Unfair Competition Law succeeded

together with a combination of both laws. The ratio of the

admitted cases was the largest under the Unfair Competition Law.
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(1) Admitted Cases

Claimed or demand Total Admitted
. . dDismJ.sse

for:

Injunction 35 32
.

3
(Trademark & trade . .'

.... ".name.j.. " ..." ..... ."
'.. .

5Damage 35 30
. . .

2Cone. of trade name 7 5

Dest. infringing 6 4 2
articles (goods &
sign board)

Recovery of 5 2 3
reputation (publish
apology)

Erasion of " 2 2 0
indication .

Return of unjust 1 1 0
enrichment

Default of 1 1 0
obligation

Total 92 . .. 77 15

(2) Dismissed Cases

Claimed or demanded for: Total

Injunction (Trademark & trade 16
name)

Damages 10

Dest. infringing article 5
(goods & sign board)

Cone. of trade name 1

Erasion of indication 1

Recovery of reputation 1
(publish apology)

Total 33



s;»

Law Total Admitted Dismissed

Trademark Law 26 14 . 12

Unfair 17 16 3
Competition Law .

Trademark Law & 18 13 3
Unfair .

competition Law .

Civil Law, etc. 1 1 0 I·
....

Total 62 . 44 18

3. Number of the Selected Cases by "What was Claimed or

Demanded"

In this analysis, the demand for injunction and claim for

damages were the most among the cases and the demand for

cancellation of registration of the trade name and for

destruction of the infringing articles succeeded.

In some five admitted cases, the demand for publishing

apology as recovery of reputation was made additionally, but only

two cases were admitted.

Further, there were two cases of demand for affirmation of

non-existence of injunction, in which the plaintiffs won. These

two cases were classified is as dismissed cases since the

probability of injunction was rejected.
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4. Goods and Business in Dispute

Following is a table made by categorizing goods and business

in dispute, by case, admitted or not.

As to the goods in dispute, there were many Cases on

apparel, bag and fashion goods as we had forecasted. And, there

There were also many cases between parties in different kind

of business and between different kind of goods. There is a

tendency for the court to admit the confusion broadly. (Confusion

in broad sense)

(1) Admitted Cases

1) Goods in Dispute

Chemical

Machinery/Electric

Textiles

General goods

Foods

2) Business Fields

cosmetics (2), perfume (2),
medicines, hair grower, shoes
deodorant

helicopter, TV game machine,
contact-point, transportation
equiprnents

apparel (8), obi, fabric,

belt, bags (5), sunglasses,
musical instrument, kitchen
knife, canoe, glasses, shoes

tea, sushi, cereals,
Japanese confection

sushi shop (2), crab restaurant, tavern
credit-card financing,
transit service, amusement, sport facilities,
advertisement/realty agent,
construction/civil engineering (2),
hotel (2),
fashion goods sales (belt/bag),
puppet show, amusement park,
optician, job-offering news publishing
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3) Case between Different Kind of Business/Different Kind of
Goods

Plaintiff Defendant Ref. No..

perfume. hotel 2

transportation go-cart amusement 10
. equipment park

services,
.

transit construction/civil 11
entertainment engineering

.

19copyright author, apparel sales 18,
characterizor

apparel sales realty 29
agent/construction .

hotel sales of apparel for 31
child

credit-card financing advertisement/realty 35
agent

apparel and shoes shoe deodorant 38
sales

apparel sales financing 41

(1) Dismissed Cases

1 ) Goods' i.n Dispute

Chemical
.

cosmetics, plaster,
.... medicines,

Machinery/Electric wheel spoiler, decorative
frame of break switch

Textiies . apparel (2 ) , jeans

General goods bags, tapestry, knapsack, .

packing seal, magazine

Foods !:!§alt!:!y :f;QQg ,"",v' Y~"","";""""' ',", """'S"','~"';~<"»- .,~_,;,,;c,·,",'<'''W """"',0"'" ..........
.

2) Business Field

tempra restaurant,
unique foo~ restaurant,
tutor-dispatching
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3) Cases between Different Kind of Business/Different Kind of
Goods

The following tables show the reasons that the trademark

infringement and unfair competition were dismissed, arranged by.

the base law.

As far as the Trademark Law is concerned, there were such

cases where the defendant's trademark had been judged. "make no

use of the trademark"; i.e., "Lack of distinctivenes..5," "No

effect of the trademark right," etc.

And, there were two cases where the defendant's plea of the

"prior use" had been admitted.

As far as the Unfair Competition Law concerned, there were

some cases where the demand had been dismissed by reason of

difference of the goods, while "well-known" thereof were

admitted.

(3) Reason to be Dismissed

Plaintiff

Cosmetics

Packaging seal

Defendant

healthy food

packaging box/case

Ref. No.

58

59
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1) Trademark Law

Reasons Number of Ref. No.
. case

Lack of 4 47, 57, 59, 60
distructiveness 7·'

..
No effect of 2 51, 54 -
trademark right

No goods under the 2 45*, 46
.

Trademark Law

Parallel 2 48, 52
. importation

·Prior use 2 55, 56

No confusion of 1 53
trademark

No confusion of 1 58*
.

goods

Abandonment 1 .. 49

Abuse 1 62

Total 16 * also connected
with the Unfair
Competition Law

[In the admitted cases connected with the Trademark Law, a case
of Ref.No.9 was found "No goods under the Trademark Law" and a
case of Ref.No.10, "No resemblance of goods"]

2) Unfair Competition Law

Reasons Number of Ref. No.
case

"well-known" in 2 15, 45*
limited area

"well-known" in ........ 2 .........• :1,:1, 5.8..*. --..,.,."-,-,~--_._--- , .
. Hrilited§oods· w

•

Not yet well-known 1 50

No confusion 1 61

Total 6 * also connected
with the
Trademark Law
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A.(8) Cases of the TrademarkInfringementLawsuits

<Admitted Cases>
(Amaunl in ¥ 1,000)

I\)
~

<D

,

Ref. <D Court Plaintiff'sMark
Claimed for Decision : Remarks

No. o Case No. Defendant's Mark <D Injunction Admiltedl
C» Found on (GoodslServices) (GoodslServ;ces) "0 Damages Dismissed K~y pointsof Reason of JudgementCIt others Applicable Lew

Osaka Dis. 04- 0 04-0 CD Admil'd Trademark Law Whena tra~emark isdistinctivelyused, it can be.........................
++1l++ ++1l+4-

........................................ ................................_..... (T)3~ deemed proper useof a trademark. even if the mark

}';
Isa part of clesign of any item.

1 61(WA)4147 }'; 06,620 Admlt'd ~

......................... ++ + + ........................................
04-0 04-0

.....................................- s

1987.3.18 (bag) (bag) Glscrap Admil'd __ Appealed bUI rejected

,

Kobe Dis. Unfair cem- There IsthepolSibifily for Ihe public to mistake that
......................... CHANEL HOTEL CH.ANEL 0'0,000 1,200 petition Law they haveany business relation each other Inthe

fn katekene (U.c.) 1·2 context of njultlpl.eoperatloneven though ~hey,

2 59(wa)94 belong,to a different type pI Industryand a'reriot
......................... competing ~ow,

1987.3.25 (perfume) (holel) .
-. Finalized'.

OsakaDis. a: KANIDORAKU a: KANI5HOGUN CD a:Dismis'd b:Admt'd U.C.l·2 a: aeth marksare muchalike in the form of a...-............._..... in Japanese inJapanese ........................................ ........................................ character,butdifferent In pronunciation, ideaand

b: CLABDOLL b: CLA8DOLL
appearance, Then. theJe is no possibility to lead

3 56(wa)9093 (sign board) (sign board) 050,000 Admlt'd the,publi~tomi_stake or confusion.
......................... ........................................ b: Signboard;at issuein the shape of a crab ishasthe.......................-.......-....

distinetlv~_ness Inrepresenting businessbecauseof

1987.5.27 Glscra~ displar. Dismlstd
lu aliginality and novelty.

(crab restaurant) (crabrestaurant) Pub Ish apo ogy Dismis'd \
. Remove sign&oard .: Dlsmls'd b:Admt'd

.
Tokyo High SEITO in Japanese SEITO·CHA in

06,821 T.38etc. The mark use4 by the defendant resembles IheJapanese •• .. II.. ~
1,310......................... lli:J ...JIt

registered trademark of the plaintiff.

4 S7(ne)2199 *1! *:1 JfJ! ~
j

.........................
..,it (lea)

5E1TO·CHA
1987.9.29 (lea)

. . , -t Finalized



<Admitted Cases>

A. (B) Ca.e. ofthe Trademark Infringement Law.uits

~o

,
Ref. <DCourt Plaintiff', Mark

Claimed for Decision RemarksDefendant'. Mark <D Injunction
No. ¢tease No. (Goods/Service.) (GoodslService.) o Damages Admittedl

QlFound on (ll others . Di.missed Applicable Law Keypoints of Reason of Judgement

Osaka Dis. HIYAKIOGAN in HIYAJUSSEI KIOGAN G demand forreturn Civil Law703 AdmittedwastheDemand forreturnof unjust
......................... Japanese ~~ in Japanese .; ~:&~. ~. of unjust enrich- erv-ichment againsta person who hadengaged in. "'IW

~ Ji ~.'" ment sales USin~ markresembling the registered

S S9(wa)6210
~:~ 'Z ~ ~ 1:1 93,3B2 IB4,6B2 trademar of the plaintiff anda person who had.. :;..., I
~i~ IJ. I ;i! I" gainedaroyalty fee fromthe aforesaid person in........~............... to .~. :J consideration of the license of the mark.
~-.:.-:: ~ ..~.

19B7.10.14 (medici",es) (medicines)
-+Appealedbut rejected

." 1 .

Nagoya High PDRSCHE PORSCHE (J)(pro,visional) Admit'd U.C.I-1-1I2 a: Related companyusinga well-knowntrademark -......................... jointly withitsgroup companies hasa right to
aemand f()rinjunctlon againstthe infringement

6 S9(ne)39n2 b~the third party..
......................... •

b:T.ereis,thepossibility of mi'su'lCterstanding' ~hat
(a:automobile) the defendant ma~ bea memberof the group

1987.12.7 (b:sungla.',e') (.unglasse.)
dealing with the c araeter..goods bearing ,a wen-
known trademark.

-t Finalized

Osaka Dis. PLUS PIANO PLUS with <D Admit'd T.39 Defendant marksresemblethe registered trademark
......................... katakana ........................................ ......................._.._......... Patent Law 103 of the plaintiff because theycontain the sameIn

RHYTHM PLUS theiressential parts. The reason wh{,theplaintiffwas
7 60(wa)9B60 SOUND PLUS in 051,000 Admit'd assigned the re31stered trademark rom the third

katakana party isto excu e the defendantfrom the market..........................
RECORDER PLUS in

............................_.......... ........................................ Claimbythe defenda,nt for a,bu.e of the right was

19BB.2.9
katakana not admitted.
SOUND PLUS, etc. Gerasemark Admit'd

, .; ,
(plano, recorder, otherImuslcallnstrumenu
audioinstrument) . .

Tokyo Dis. o {- 0' 04-0 020,1BO 4,936 T,38·112 The defendant'. sale in Japan of the bag. bearing......................... U.C.1 ..1..2 mark anddevicesubstantially the sameasthe

{>+:yi~-}i }!; -~ "':", Civil Law715 plaintiff', trademark which i. well known in the
B 61(wa)640B 4-.).:£.,5> '1l Commercial law world constructsan Infringementand unfair

......................... O+{-+O' ' . 266-3 competition.o -<;. 0
1988.4,27 (bagr (bag)

•



A.(B) Cases of the Trademark InfringementLawsuits

<AdmittedCases>
(Amount in ¥ 1,000)

Ref.
No.

«) Court
o Case No.
G Found on

Plaintiff's Mark
(GoodslServices)

Defendant·s Mark
(GoodslServices)

Claimedfor
(J) Injunction
o Damages
Gothers

Decision
Admittedl
Dismissed Applicable Law i

Remarks

Key pointsof Reason of Judgement

9

Yokohama
Dis..
(Kawasaki
Branch)........- .

~.IJ~~.1:!~.L.._

1988.4.28

MOKU8AZA (firm
name)InJapanese

~
(puppet show)

MOKU8A KIKAKU in
Japanese

(puppet ltlow)

«) (Firmname) IAdmit'd

~1!!!!.~.L.•.••_._._ _ I .!?!!!!'J.!:!! .

Gcancell registration IAdmit'd
of firm name

I

T.2-].3
T.36
Com.law 20-1&
21-2

A ticket, I#ochureand programo{the puppet show
are not the;goodsin the Trademark Law, and
therefore~ the defendant's useof the marksat Issue
thereon does not constitutean infringementof the
trademar~ right.
Thecourt f()Und that there had been an intentionof
an unfalrcompe,titioninadoptingthe firm nameof
tile defen~ant'S company.

10 161(wa)7184

ctpublishapol09Y I Oismis'd

015,000 1Oismis'd(T)

«) ,IPartiallyAdmtd(U.C)

Asthe plaintiff is doing multiple operation, the
defendan(s engaging Inconstruetlonand civil
,engineerir~g causesthe confusion.

i
i Somemarksat issue,are similar to the plaintiff's
i trademark,·but ttl.~re ,are1"10 infringementof the
: trademark: beca,use the scopeof.goodsand seo/ices
: are differ"t each other~
i Thedefentlant ,;",as foo"dto ceasefromusing every
: mark rese"'bling well..knoYinblJsiness IndicaUon
imark oft~,plaintiff for the purpose "f advertising
i the pleasure carkby reasonthat the confusion
:would preP.a Iyariseasto whichIs conductingthe
!business.}

U.e.l-1-l/2
U.C.l·2·3
T.36,37,3g..1,
39,
Civil 709
eom.266-3

U.C.1-1-2Admit'd«)

SLle·CAR
CANAM·SUC CAR
CRICUITin
katakana
SLICK CAR RACING
with katakana

(cart~ircult at
amusementpark)

HANKYUSOGO
KAIHATSU K.K. (firm
name)

(construction&: elvll
engineering, drainage
works, disposal of
industrial waste
matter)

(transiteqvipment
& parts)

SLICKCART
SLICK in katakana

HANKYU OENTETSU
K.K. (firm name)

(transitservice.
facilities for sport &
amusement.
parking,restaurant,
stores)

-
Osaka Dis.

61(wa)1923

Osaka Dis.

1989.1.23

1988.7.28

11

~......

I

'12

~.~.~.~.~..~.i.~:......1 S~~~\~~~J~L
61(wa)2614

Kht'hl!n y,1':llt." ~ :::~

_~~:r.~~",?~ _ "\.,~~
1989.5.24

Ki!ch('n E):I'l'n~~. rt 1014,549..~~~r.~~~~ _~
I '

I\~chcn E~pl'n .. '~ &
Super Chi:! "',;'\~-..."._........ ----

116(T) U.C.l-1-1
r.az, 30-1,39

Asthe plafrtlff's marksare not wellknown, a claim
fordama~sbased onunfaircomretition shouldnot
be admitted. Unintentional use0 the marks
resembling ,he plaintiff's trademark was found to be
the infring~ment.

(kitchen knife)
-

(kitchen knile)



~

----- -----------

A. (B) 'Casesofthe TrademarkInfringement Lawsuits

<Admitted Cases>
! (AmountIn ¥ 1,000)

Ref. (j) Court Oaimedfor Decision Remarks
o Case No. Plaintiff'sMark Defendant'sMark. CD Injunction Admitted!

,

No.
C»Found on (GoodslServices) (GoodslSe",ices) o Damages ' Dismissed Applicable Law i Key points of Reason of Judgementj Qlothers

, ,
"

I
Osaka Dis. VOGUE VOGUE (j) Admlt'd U.C.l-HI2 Thecourt, admitting that the plaintifrs markwas......................... SUNSEAVOGUE wen known, found that the defendant's doing

j business caused the confusion.
: 13 61lmo)S3971

! ~!.!~~12.~.??....

19B9.9.Il (fashlon,lgoods) (belt,bag,purse),
j ! '
, , ,

Osaka Dis. MORITA GOLFK.K.
\MIf\RI ~cr\AI (j) Admit'd U.C.l-1-1 Thecourt. admitting that the plaintiff's mark. was......................... (firmname) well known, found that the defendant's mark was

in Japanese GOL\ similarto the ptai~tiffs.

14 61(wa)3663
" ,(

..........................
&et~

19B9.9.13 (prodiJetion)&sale of (production & sale of
golf club) I golf club)

, , ,

OsakaDis. GENROKU il) Japanese GENROKUSUSHlln (j) Dismis'd (U.C.) U.C.I-I-2 .:Service mark undefv"',!chthe plaintlffls......................... Japanese ........_...-........_.............- ............._....:.................... conduetJnA its business in OsakaFuarea Isnotwell
known in okuriku district.

IS S9(wa)S473 Mawaru 0: 306,000 Djsmis'd (U.c.) T.37 b: Thedefendant running SU$hl restaurant and
61(wa)2367 GENROKUSUSHI in operating a franchlsln~ system Inthe same field
•••••••• N ............... Japanese has to beararesponsl IItyforthe trademark

19B9.10.9
; b: 36,720(T) Admlt'd(T) Civil law 709.

infringementbyfranchisee.
(production!.& saleof (production&saleof 719, Sushi·pack) ; Sushi-pack) , ,

Osaka Dis. dan'eel DANCER
(j) Admit'd T.36,37 Thecourt.admlttin~ that the defendant's markwas:!"':..o"t-......................... • ;:0101,;;,1 Civil Law709 slmilartothe plaintiff'strademark, madeprovisional

:1k~i
disposition of Injunction.

16 I(yo)2228

,erc.tUo
"

:...,~...............;;........
Rercep..non

!
1990.1.29 (canoe) (canoe)

! ," ",

t :



...

A.(9) Cases of the Trademark Infringement lawsuits

<Admitted Cases>
(Amountin ¥ 1,000)

Ref.
No.

<D Court
o Case No.
C» Found on

Plaintiff's Mark
(GoodslServices)

Defendant's Mark
(GoodslServices)

Claimed for
CD Injunction
o Damages
(Jlothers

Decision
Admitted!
Dismissed Applicable Law i

Remarks

~ey points of Reason of Judgement

18 IS9(wa)10103 ICharacter of POPEYE ICharacter of POP EYE 1037,000

(j) I Partially Admtd(U.C)

5,204 IT.38-2
........................................ Civil Law 709

Admit'd

I\)
I\)
co

Tokyo Dis.

17 I S7(wa)79S9
.................._...-

1990.1.29

Tokyo Dis.
.................._.....

1990.2.19

HEAVEN with
katakana

(appa'e1)

POPEYE with
katakana

(copyright author,
charactorizor)

[f.. t..~.<. II J'i"",
~"'Qfhf!Wrt
\\ ./"=-

(baby T-shirt)

POPEYE

(cravat. m\,lffler)

010,193

C3> default of
obligation

289 (U.C)
I

Copy,lght Law
2..2·1,15,21,
U.C.l-l-1,1-2-1,
6,
T.29

The court! admitting that the markat issue which the
defendant made the thl,d party use without
permissio,,:of the plaintiff retained afunction to
Indicate tfteorigin 01goodsandthencaused the
conf_uslon~ found the trademark infringement.

t
. .

The nametPOPEYE· itself and logotype·POPEYE·
cannC!t be{admitted to bethe production under the
copytlght:of ·POPEYE· comics.
Thedefend.ants's ,ale of goods bea,ing ·POPEYE"
andother'rnarks constructs the un.fair competition.

'i
i

1990. 2.28 I(copy,igh! autho"
charaetonzor)

i-- --i-·

!Thecourt~.ladmitting thatthe plaintiff's character is
:well know:n. found thatthe defendant's deedhad
,caused the ~onfusionwith the plaintiff's busine" of
jthe chara4erised goods.

l,
i
i
:

U.C.l-1-1/216,915023,000

(T-shirt)

MICKEY MOUSE

Cha,acte, of MICKEY
MOUSE

MICKEY MOUSE

Cha,acte, of MICKEY
MOUSE61(wa)S9 I 1

Tokyo Dis.

.........................
19

20 I 61(wa)678

Osaka Dis.
.........................

.........................

1990.3.15

ONIGIRI KOZO In
Japanese

(box lunch shop)

KOZO SUSHI in
Japanese

KOZOSUSHI
K020ZUSHI

KOZO

(Sushi-pack shop)

(j)

10200,000

Partially Admit'dm

Dismis'd (TIU.C)

U.C.I-1-2,
T.1,25, 26-1..1,
36,37

;
Thecourt, Jdmitting thatthe defendant'sse,rvice
ma,k had l;Ieenwell known app,oved the,
defendant;s plea that the elfect of a t,adema,~,lght
does not ej;tend to the plaintiff's claim pursuant to
Section 2611.-1 of the T,adema,k Law.
But only the demand f9t'injunetion ageinst the
defendant!, mark·KOZO· was admitted.

,
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A. (B) Ca'e, of the Trademark Infringement tawsults

<Admitted Cases::>
(Amountin ¥ 1,000)

Ref. (j) Court Claimed for Decision Remark,
0CaseNo. Plaintiff'sMark Defendant's Mark Q) Injunction AdmittedlNo. (GoodslServices) (GoodslServices) o DamsgesG Foundon

<I> others Dismissed ApplicableLaw Key pointsof Reason of Judgement

Osaka Dis. GUERLAIN with GELAN in Japanese (j) Admit'd 0.C.1-1-1,1-2 The defendant's firm name is similar to the plaintiff's................•.....;.. katekana GELAN ...-.......................-.......... ........................................ well-knownbusiness indicationmarkand there isa
~ sGELAN confusion in a broad sensealthoughthe business

, 21
.

(perfume & C:osmetics)62(wa)12346 010,000 3,000
ItemsIntransaction are different.Then the court.

(saleof cOim'etics) (saleof apparel & admitted the demand for injunction against......................... ...-......,......__.................. ............................_.......... defendant's business indication-and for cancellation
, cosmetics)

of the defendant firm namefrom the register and
1990.3.29 ~ caneellregistration Admit'd further admitted the claim for damages.

t of firmname ,,
OsakaDis. 0{o-0 :0 {o- 0 (j) Admit'd(T) T.36,37 Thedefendant', productionand sale of the bags......................... ........................................ ........................................ Civil Law709 bearing the same marks as the plaintiff's trademarks

+lXZ: i 10
+. +

Yl
u.c.t-t-i which are well knownin the world constructsthe

22 2(wa)l96B {o-"Jl./{r 050,375 39,075 trademark infringement.
++ By this reason, the demand for Injunctionand claim......................... o {o-. q e {o-0 for damages were admitted.

1990. B.2B (bald (bag) -to Finalized
.

OsakaDis. ROBIN~ON ROBINSON (j)
. Part.Admlt T.2, 25,26-1-213, Theeffect of the trademark right does not extend to........................... s R22 Beta ........................................ ......................_.............. 37,38 the use of a model nameon tne aircraft register and

t on an airplane applyingSect.26-1-2 of the
23 63(""a)336B 05,000 125 Trademarklaw. It Isan infringement Ifused on a

......................... motorcar. Asthe markhasnot been,used,damages
correspondto the royalty.

1990.10. !l if
(helicopter) (helicopter)

j .

Tokyo Dis. TSOBO~ACHI AlINO TSUBOHACHI
(j) Admit'd U.C.I-I-112 Asthe defendant' markresemblesthe franchai,e......................... in Japa~ese inJapanese .................._.._._.......... .............-......-............... mark olther.laintiff being used ailover the country

\ as a name 0 8 tavern, there isa confusion between
24 2(wa)10504 t<> 2,500 Admit'd both marks.Thenthe demands for injunctionagainst

and eratlon of the defendant's mark and demand for.........................
damages were admitted.

1990.11.21
(tavern) (tavern)

i . -J Finalized

j
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A. (9) Casesof the Trademark Infringement Lawsuits

<Admitted Cases>
i (Amount In ¥ 1,000)

Ref. (j) Court Claimed for Decision i Remark'o Case No. Plaintiff's Mark Defendant's Mark <D Injunction AdmittedlNo. (GoodslService,) . (GoodslService,) o DamagesGFound on 431 others Dismissed Applicable Law Keypoints of Rea,on of Judgement

Ura~a Dis. AI in Japanese AI-CONTACT LENS 02,973 1,487 T.25,37-1 The use of the mark on a ,ign board constructs the
.........................

:~l~
trademarkinfringement, but there isno

AI-MEGANE in Infrlngerno!rtif u,edon the brochure forthe limited.

25 62(wa)226 katakana c!J~~0l'l1e,rs.~

•.........•..............
~W1991.1.28 1

(opticiarl':'Sl~n. (optician, si~n.
board, brae ure) board, brae ure)

, ,. ,

Kyoto Dis. APPAREL with K.K. YU APPARELin (j) Admit'd U.C.I-I-116, There Isa Pi>sslbillty of the confu,lon "forigin a, to......................... katakana Japanese ........................................ ........-.............................. 1-2 the fabric goods for the ar,parel.
Demand fcwdamagesinc udingan attorneysfee was

26 62(wa)640 041,241 5,000 admitted ~cause there was moraldamage.
...................._...

(apparel& ccsmetics)
........................................ ......................................-

1991.1.31 (apparel& cosmetics)
•

;'

<
,

Osaka Dis. 0<}O O<}O 04,400 4,300 T.25,38, Demand fordamages bythelrademark Infringement......................... + + --'- .s: Civil Law709 was partial~y admitted against the seiferof the
<}Jt+ ' • j..

10 <} s: <,,- Il
counterfeitsof louis Vittonbags.

27 1(",a)8966 + + -{- ....,..
" ....................... o <}O O<}0 'f

,
}

1991,3.29 (bag) (bag)
f

-.Finaliled
'. "

. ••••
Osaka Dis. KRISPIE5 CHOCOKRISPIE5 (j) Admlt'd (T, U.C) T.37·1, 26-1-1 Defendantmark issimilarto the _regist,red _..._...-............... KOMECHOKOKRI5PIE5 .....•.._........-.._..............- ..._........_.................-..... U.C.l-1-1 trademark of the plaintiffand isnot a commonname

KOME FROST I(RISPIES being used in a common way. Asthe plaintiff',
28 63(wa)9368 RICE KRISPIES. all In . C3l publishapology Admit'd trademark I)as been alreadywen known.there Isa

......................... Japanese probabllitypf confusionwhen defendant's markis
used. -! -- - ,

1991.4.26 (cereal,) (cereal,)

"



A.(0) Casesofthe Trademark Infringement Lawsuits

" i
'" .... __..... ",- --.

Ref. (]) Court I ClaimedJor Decision Remarks
No. o Case No. Plaintiff!s Mark Defendant's Mark (]) Injunction' Admittedl

Q) Foundon (GoodslServices) (GoodslServices) o Damages Dismissed Applicable Law i Key points of Reason of JudgementGothers

Osaka Dis. MIKIHOOSE with K.K. MIKIHOUSE (])(firmname) Admit'd U.C.I-I-2 Defendant'sfirmname resemblesthe plaintiff'swell.................•_•.... katak:ana in Japanese ........................................ ............._........................ knownservice mark.
"

, Thenthe useof defendant's firmnameconstructs an
, 29 2(wa)5143 c» cancel!regi~tration Admit'd unfair competition because there is a probability of

, .......................- of firm name confusion in broad sense.
(productipn & sale (realty agent,

1991.10.30 ofappar~l) construction)
,

, ,
, Osaka Dis. SACHIKOcLUB SACHIKO CLUB (]) ,,' Dlsmls'd T.38-1I2,39 Asthe ownerof the tradem~rkat issue granted...-.................... ........................................ ~,.~~.'!!Lt:.!! .........__........ Civil Law 709 beforehandto the plaintiffan exclusive license under

·

~
. Patent Law 103 Section 30of the Trademarklaw. he hasno right to

30 l(wa)2B30

~
... .... 0 want further license to others. Theexclusive

~!~.~.l~Q.~.? ...... '. ;.' a: 2,272 .:Dlsmls'd rcensees are all in the same positiondisregarding... '

t:!~;.:, I.;~
whether the license Isunder Section30or not." , . .- . b: 2,272. f,l.~t.\.i:.:.a.

· 1991.12.25 111101'1 ;BMPIll BIB 101'1 ;oMPIll b: 654

N
. (sweat;shirt) (sweatshirt)

N · . , .
0> i

Tokyo Dis. " RITl HOl'El THE RITlSHOP e Admlt'd U.C.I-I-1I2,l-2 DoingbusinessIna shoe In Hotel NewOhtanl by

·
..•....._............... RITZ with katakana RITl ........................................ ............................_......... Civil law 709 usln~ lhe Indication of THE RITlSHOP·cause5the

RITZ Inc. can usionwith the .buslness activities and goodsof
· 31 l(wa)10719 07,000 3,000 RITlHOTEL as lhe plaintiff.
· ......................... ................._......._.......... -_.........._..........._.....

1992.4.27 (hotel) (sale of child apparel) 13 erase marks Admit'd ....Appealed but rejected•
. '

. . .

Osaka Dis. TANAOE~A SOHONKE (]) Admit'd (O.C) U.C.l·1·1I2, Asboth ofthe plaintiff's business Indication mark......................... FUYUGOMORI in TANABEYA ........................................ ........................................ T.2-3,25 and trademark has become well known, the
Japanese! KOSHUN defendant useof lu markcausesthe confusion with

32 61(wa110261 FUYUGOMORIDEN
0137,842 2,000 the goods of the plaintiff. Although the delendant

62(wa)10905 { inJapanese hasa registeredtrademark, the defendant useisnot......................... 'i afa.ithful executionof the trademark right and
(J.panes~~tyle (Japanese-style exercise of the trademarkrlghtunderSec.6 of Unfair

1992.5.20 confecti1n) confection) Competition law.
, ".

,

.:

i (~ "V.
.!ii)i ····.···m .VT fiF······ iiiLfi!?) (,Tii.

. " i;n.i. !! ?)? 1;
..



A. (B) Cases of the Trademark InfringementLawsuits

<Admitted Cases>
(Amountin ¥ 1,000)

(J) IAdmit'd

G cancell registra- IAdmittd
tionof firm name

Ref.
No.

33

(J)Court
o Case No.
G Found on

Osaka Dis.
(Nar.
~f~~~~L .

62(wa138........~ .

1992.3.31

Plaintiff'sMark
(GoodslServices)

WARMYin
katakane

(underwear)

Defendant's Mark
(GoodslServices)

WARMY LIFE in
kalakana

(underwear)

NINTENDO
FAMilY COMPUTER
withkatakana
+ HACKER JUNIOR

(TV-gamemachine)

AMEX inkatakana
AMEX·INTERNA·
TIONAl in kalakana
K.k. AMEX·INTERNA·
TIONAlin Japanese

(advertisemerit 81
really agent)

Claimed for
<D Injunction
o Damages
(Jlothers

(J)

010,000

<I> publishapology

08,000

Decision
Admittedl
Dismissed

Admit'd(T)

1,024

Dismls'd

1,067

Applicablelaw

T.36,38
U.C.'·'·',6

T.38-2

U.C.1-1-1,2-1-4

Remarks

lKey points of Reason of Judgement

Thedefe'"dant markresemblesthe plaintiff's
trademark.

i

"
,

\'

The9.oo<ls soldbr the defendant are the goOds of
the plahitiff itselbearing the defendant trademark
withoutlemoving the plaintiff's trademark and
adding .;changeto thelntemal part of the goods.
Such execution constructs an trademark
infrlnge~ent andunfair competition.

;:
r
,

Asthed~fendant mllrk andfirm namearesimilar to
the plalmiff's well known mark. the confusion causes
as to whl~h is the executing pany.

I . i ... Appealed bu~ relec~ed

(J)

miKispORTS .10168,992

Admit'd (U.C.)

1,024

T.25
U.C.l·l·\

f
Oefendaht"s goods causes the confusion with the
plaintiff, goods.

..............._ _ _ I •••_ _ -.._.._ .._

(apparel)

-

Gscrap Mmlt'd



~co

A.(8) Cases of theTrademark Infringement lawsuits

<Admitted Cases>
(Amount in ¥ 1,000)

(j) Court Plaintiff's Mark
Claimedfor Decision RemarksRef. Defendant's Mark (J) Injunction

No. o Case No. (GoodslServices) (GoodslServices) o Damages Admittedl
Cl> Foundon Cl> others Dismissed ApplicableLaw i Keypoints of Reason of Judgement

Supreme DAISINRIN in Japanese MOKURINSIN in (j) Admit'd T.37 Defendant's rnerkresemblesthe plaintiff's
Court Japanese trademark. The court sent backthe case to the......................... original court which judged the resemblancewithout

37 3(0)1805

*
...~~ ** t-~-t~

finding the circumstance of transaction.

..••••••••••••••••••••• M ~ Originallawsuit:TokyoDis.(wa)127841
1 Appeal,Tokyo High(ne)2408

1992.9.22 (hairg~ower) (hairgrower)
i

......
. ,

Osaka Dis. MORITO j(.K.in K.K. MORITO JAPAN in e Part Admit U.C.1-1-I,I-2-1 Thedefendant's firm name causes the confusion with........~.......•....... Japanese) Japanese ............._..._..._...........- ...................._.................. the plaintiff's business facilities andactivities.'
:}

38 3(wa)8386 01,000 500......................... ..................-.._..._......- ...................................-...

1992.12.24 (apparei, shoes)
(shoe-deodorizer)

G'canCell r~gi~tration Dismis'd,
of firm name .

,
Nagoya Dis. STUDIO Jwith STUDIO.with 05,156 1,246 T.38,39 Thedefendant Infringedthe plaintiff's trademark by
......................... katakana katakana _.........__......................... ......._.........................._- Civil law importing and sellingthe goods which the plaintiff

i
44,709 had directed beforehand to scrap.

39 3(Wa)1786 Cl> publishapology (2 Admit'd (1 paperll day)......................... papersl3days)
.

1992.10.30 . (b'!9) (bag). . .:

I· .
Kyoto Dis. ARI5UKAWA5HlKATE MEI8UTSU <D Admit'd (T.& U.C.) U.C.1-1-1 Thecourt rejected the defendant's pleading that
......................... in Japanese' ARI5UKAWA 5HIKATE· ................................._.... ........................................ T.36, anybody could use the des~n of the andent doth

61(wa)339
FUTARI5HI2UKA in NISHIKI in Japanese Copnight 112 and noted doth as they ha been publid¥ known by
Japanese' , MEI8UTSU FUTARI· . Civi Law709 apr.earing in the photo publication, and ound that40 61(wa)870 5HIWKA KINRAN in 0 (j)I,020 Designlaw 37 de endant' useconstructs thetrademark .......................... Japanese e 14,400 01,300 Infringement.o 1,500

1993.2.18 (obis,iextile) (obis, textile)
I . ..



A. (B) Cases of the Trademark Infringementtawsults

<Admitted Cases>
IAmounlin ¥ 1,000)

Ref. Q> Court Claimed for Decision RemarksPlaintiff's Mark Defendant's Mark CD Injunction
No. o Case No. IGoodslServices) (GoodslServices) o Damages Admittedl

QJ Found on Gathers Dismissed Applicable Law ! ~ey pointsof Reason of Judgement

",
Toky.o Dis. WORLD with katakana WORLD in katakana (j) Part Admit U.C.I-I-2 Asthe~Ialntiff's, service mark resembles the essential......................... 5EKAI NOWORLD ........................................ .._................................... parto the defendant's service mark, the defendant's

K.K. WORLD FINANCE, useof itsmark causes the confusion withthe
41 l(wa)l7170 all InJapanese G eancett registra- "Dismis'd Clai.nti.ff!lbustriesfaetivities andinjuresthe p,laintiff's

usmess mterest,......................... tionof firm name ~

(production &sale of
(finance business) f ,

1993.2.24 apparel)
,

TokyoDis. K.K.RECRUIT;n K.K. MIERECRUITin (j) Admit'd U.C.I-I-2 Asa part ~fthedefendant's mark"MIE" means and......................... Japanese Japanese ................................_.... ............._........................ T.20,21 indicates the locationof itsofficeandbusiness area
andaccordingt~ cannotbe deemedto be the

42 2(wa) 16538 05,000 1,000 essential Ga~ t ereaf,the defendantmark was
fouodto -esimilar to the plaintiff's mark.........~............... ........................................ ......................................-

l'
I\) (job-offering news Oob-offerln9 news ,
I\)
(0 1993.3.24 publishin9) publishin9) Q) cancel! registra- Admlt'd

'"tioo of firm name .

,
Tokyo Dis. CHANELin CHANEL TYPE in (j) Admlt'd T.36,38 Defendant's useof its mark resembling the plaintiff's.......................~ katakana katakana ........................................ ........................................ trademark on the packaging caseisthe useof

trademark andInfringes the plaintiff's trademark.
43 59(wa) 10 103 03,580 560.........................

(perfume & cosmetics) (apparel.&cosmetics)
*1993.3.24 r

Tokyo Dis.
i:

A ol
(j) Admlt'd (T.&U.C.) U.C.H-l 8ecause of the defendant's default In ,ubmlttins,the........~............... ................................-..- ..._.................................. T.38-1 documents necessary to estimate the dama~es, t e

court prewmed:the damagesbydeeming t em
44 4(wa)l0986 020,000 7,524 equal to aj'decrea,se in net.profiteaused bya decrease

.................._..... ............................_.._.... ................._.................... in sale of \he plaintiff's goods•

t1993.3.24 G scrap Admlt'd(contact point) (contact point) publish apology Admlt'd
i

.

!



<Dismissed C~JSes>

A.(O) Cases of the Trademark Infringementlawsuits

(Amountin ¥ 1,000)

45 I 59(wa)6476

~_.._...._._..._..._..__._ I~!~T.~:~_.__..._.._._

Ref.
No.

<D Court
o Ca.eNo.
QlFound on

Tokyo Dis.
.........................

.........................
1907.4.27

j
Plaintiff'.Mark
(GoodslServices)

TEN-ICHI inJapanese

~
~

(Tempura restaurant),
1.s

Defendant's Mark
(GoodslServices)

~-&1
IEltenmO
(Tempura restaurant)

Claimed for
CD Injunction
o Damages
Gl others

013,000

G erasion, scrap,
cancel regl~ratlon
of firm name

Decision
Admittedl
Dismissed

Dismls'd

Dismls'd
Dismis'd
Dismis'd

I

Applicablelaw

U.C.2-1-4
T.20,21

Remarks

Key points of Reason of Judgement

The "well..known" of theservice mark doesnot
extend to such area wherethe store has not
extended yet.Service mark willbecome wellknown
onlyIn such area wherethe stores concentrate.
ItIs nottheuseof thetrademark under the
Tradl!mark Lawwhen a mark isused onthefood
packageor boxfor taking back prepared by
customer's unusual order.

~o

Osaka Dis..........................

46 161(wa)7510.....................~...

1907.0.26

BO$S
(clothing m~terial)

~
(T-shirt for sales
promotion 0tmusical
instrument)

012,766 Dlsmis'd T.37,2-113. 25 T-shirt and training shirtpresented to the customer
forsales promotion of the musical Instruments to the I
customer arenotthe goodsunder theTrademark
tew,

-to Finalized

:.~.?~.?~.~:_ ..._I ;:~a~~~:GA lA In

47 159(wa)10502 '
60(wa)2064........_·......·....·-1 (woodenplat~)

1907.0.20

Nagoya Dis. Bosl
......................... MAGNESIUM AllOY

ROAD WHEELS
40 160(wa)1033..................;.........

1900.3.25 I (wheel,ppiler)
j
[;

TSUKOTEGATA in
Japanese

(tapestry)

005

(wheelspoiler)

Gl affirmation'of IAdmlt'd
non-existence of
injunction

<D IDismls'd

07,075 I Dismls'd

T.36

r.i
Paris Conven..
tion 6-J

Itisrequired fora person who demands for
inJunction thathismark isused In distinctive wayto
others' goods.

~Finalized

ThereIsnotrademark infrillgementwhen the
defendant importsgoodsfrom the manufacturerIn
Germany, the same origin to the plaintiff's and sell
them III Japan. Oecause of the parallelimportation,
the defendant goods are the genuine goods and
from thcuame source.

-to Finalized

------ ---



A.(S) Cases of the Trademark Infringement lawsuits

<Dismissed Cases>
(Amount in ¥I.ooO)

Ref.
No.

<D Court
eCase No.
G Found on

Plaintiff's Mark
(GoodslServkes)

Defendant's Mark
(GoodslServkes)

Claimed for
<D Injunction
o Damages
OJ others

Decision
Admitted!
Dismissed Applicable law

Remarks

~,ey polntsof Reason of Judgement

~

Tokyo Dis..........................

49 15B(wa)12B27

1988.6.3

ITokyoHigh
.........................

50 I 63(ne)3423............._..._.....

CHOUINAD with
katakana

(knapsack)

ZEN NIPPON KATEI
I<:Y05HI

CENTER RENMElln
Japanese

CHOUNAD,
CHOUINAD, both in

katakana

(knapsack)

Yugenkaisha KATEl
GAI<:U5YUU CENTER
inJapanese

(J), ..

o publishapology

(J)

Dismis'd

Dismis'd

nlsmls'd

T.36,39

U.C.I-1-2

The defe~dant trade",arkright elapsed and
regist~ationthereofwaserased during the lawsuit,
andaccoO:finglythe demandforinjunction was
rejected. Asto the period during which the
trademarJc,'was In force, the courtfoundthatthe
reputatiop of the plaintiffwas not Injured.

-t Flnaliled

Theplaintiff retained onlyeightee" tutors and
should not,be admitted tobecome well know.n
amongth~ parents beingprospects.

I\) I /19B9.7.20 I(tutor..<Jis#~tching I(tutor-dispatchingc.u agency)..... agency)

~.~~~~.~..?!~:....I DOROI<:ONin I DOROI<:ONin I~..............._................_I?!~~~~:~......_........_.... IT.26-1-2,67
katakana katakana

51 161(wa)1394 101,000 IDismls'd........_..._..........
(plaster) (plaster)

1990.11.30

Tokyo Dis. (J) IDlsmis'd Ir.t............._.•........

52 I ~~~.~!..~:~.~.~....1
1990.12.26 I Oeans) Oeans)

Asthe de~ndant mark has been used among the
tradeasa(commonname meaningthe plaster, the
trademar~ infringement wasnotadmitted.

1

The delenllant imported and sold in Japan the.goods
sametotije plaintiff's.., ' '
Defendant's parallel impOf1.ati01'\ from the same
originisnptsubstantially illegal.

-+ Finalized



< Dismissed (ases>

A.IB) Cases of ihe TrademarkInfringement talNSults

(Amount in '11,000)

ReI.
No.

<D Court
<21 Case No.
GFound on

Plaintiff's Mark
(Goodsl,Services)

Defendant's Mark
(GoodslServices)

Claimed lor
<l> Injunction
o Damages
(Jtothers

DeCision
Admitted!
Dismissed ApplicableLaw

Remarks

Keypoints of Reason of Judgement

BEZEL with katakana I<l>

Tokyo Dis. I GIFT with katakana
.........................

S3 II(wa)3496
......... ':'...............

1991.2.2S
(magazine)

Tokyo Dis. BEZEL irlkatakana.........................

S4 I 62(wa)S237 I . .j
.............~...._..... (decorative frame of

break switch)
1991.2.27

NIKKEI GIFT with
Japanese

(magazine)

(decorative·frame of
break switch)

<l> Oismis'd

Dlsmistd

T.27,37

T.26-1-2
U.C.l·1-1

Defendant mark does resemblethe plaintiff's
registered trademark.

...Appealed but rejected

ThedefendantmarkIs a common nameof the
decorative frameof thebreak switch andwasused In
a common way.

I\) I !.?~~~·?!·~:_...-I BATIUECLOTH

I
SPORTING 10300,000 IDlsmis'd IT.32-1 !Theprioruse by the defendantwas admitted.co WORLDI\)

BATTUE
SS l(wa)4610..... ~...................

1.991. 2.27 (I,r~g) (bag)

Tokyo Dis. ZELDA with katakana ZELDA inkatakana IQ>af~rmatlon of non- 1Admit'd IT.32-1 Thecourt admitted the prior useby the plaintiff of.........................
ZEL 0A eXistence of the defendant trademark. and the affirmation of

Q)l5J injunction non-existence ofInj~netlon thereunder.

S6 I ~.~::v.~!..~.~~.~.I..•..1 -It )1- ~.

, (ap*aiel) (apparel)
1991.12.30

Osaka Dis..........................

S7 12(wa)2S9
.........................

RAKUDA (CAMEL)

~.'.

~

. ~~~~{·~-'iIL~'" ~ ...
~~l~~r.:.;;r..u .'\ ,
;M~"1J~'1:\

iJ.~~'i:-, ~'~ ..:i .'
-.r")~·"'''''}II}·'... J;!a:ID;(l'.7~;1.(·:"j 1',

"l..:.~·r: :.:~(~~ i I •

(]) I Dlsmls'd

07,000 I Dismls'd

T.37 While" pronunCiationof "RAKUDA" and an idea of
'"Camel as ananimal'" didnothave the
distinctl.ene" at the time of closingthe oral .
proceedinps, the defendant mark became well
knownas CAMEL· andnoconfusion wouldarise
betweenthem.

1992. 1.30 (cottoMapparel) (cotton appa'rel) o scrap Dlsmls'd



~
LawsuitsA.(O)

< Dismissed Cases>

.
(Amounlln ¥ 1,000)

Ref. 0> tourt tlalmedfor Decision Remarkso Case No. Plaintiff's Mark Defendant's Mark Q) Injunction Admitted!No.
G Found on (Goods/Services) (GoodslServices) eOamages Dismissed Applicable Law ! Key point' of Rea'on ofJudgement(II others ;'

Osaka Dis. OIOQUEEN with POLA 010 QUEEN with <D Di,ml,'d 1.36,37 The plaintiff', trademark and good' are well known......................... katakana ketekena ........................................ ........................................ U.Cl-H In the field of the cosmetic, but nolln the field of the
healthy fopd a' to which the defendant', mark wa,

58 3(wa)4149 06.000 Di,mi,'d used.
POLA................•........

BIOOL'EE:\ ........................................ •••.....M ••••••.._.·........•••.......

1992.8.27
(cosmetics) (healthy food)

G scrap (printed Oismls'd
matter)

NagoyaDis. HAPPY WEDDING
~~ <D Di,mi,'d 1.25,36 The deren~ant's mark isnot distinctiveness..........................

...fs1"~ ,,\ ........................................ ........................................

~Iy59 3(wa)647 ,.~~ 032,000 Di,mi,'d..._........_.......... ........................................ ........_.............................
)

,J
1992.7.31 (package box) (packaging ,eal) Gscrap Di,ml,'d)

Osaka Dis. OIWA NOHAON. OIWA NO HAONKYUU <D Dismis'd U.Ct-l-l,I-2-1 Defendantts mark onlyIndicates the usage0'goods.......................... AlSUinJapanese in Japanese .....................................- ........................................ Civillaw 709•
719

60 l(wa)I6879 060,000 Dismis'd r

........_...............

1992.12.21 (moxa cautery (moxa cautery
supplies) supplies) !,

Osaka Dis. AIDEA RYORlln AIDEA RYORI in 0> Dismis'd U.C \-1-1 A1thouph t/le plaintlff'"eNice mark i, well known In......................... Japanese Jecenese ........_..........................- ..._...............-............- the IImltediarea, a part of it"AIDEA RYORI" (unl:\:,e

<@> 1II
food) I, nOl the essential part of both mark, and t en

61 2(wa)50 - .' Gl'erasion Dismis'd thereIs no confusion.
l......................... ... ,

1993.1.26 ? -I ;:,..t:f II

# ili ~+
(restaurant) (restaurant) .

. .., ....

i

I
'I

11
i
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A.(S) Cases of,the Tradel1Jark Infringel1Jent Lawsuits

r:::: Dismissed Cases>

: j
(Amountin ¥ 1,000)

,

Ref. <D Court Claimed for Decision Remarkso Case No. ' Plaintiff;s Mark Defendant's Mark <D Injunction AdmittedlNo. (GoodslServices) (GoodslServices) o DamagesQlFound on
Gathers Dismissed Applicable Law 1 Key pointsof Reason of Judgement

!
Osaka Dis. JIMMIY'S inkatakana JIMMY'S <D Dismis"d T.3613S It isan abuse of thetrademark rightto demand (or
......................... .............0:.........;................ _.........._......-_.............- Injunction on seiling after ':!lreementbythe ~Ialntiff

notto enforcethe nght un erSection370ft e
62 2(wa)3S99 02,520 Oismls'd Trademark Law.,......................... ........................................ ..._----_.__............-

1993.2.25 (clothing) (apparel) Gscrap Olsmls'd
r,



B. Claim for Damages

(A) Categorizing and Analyzing Cases

We further selected from the cases in above paragraph A.· (A)

(Injunction Cases), some cases of claim for damages on which

are the

same as that on the Table shown above and such cases are arranged

in order of the decision date. Only when demanded amount is not

equal to the decided amount, we showed such amount

Ln the decision column. When full amount Ls admitted, the

decision column has been kept blank.

1. NuJlIber of Cases Claimed

There were forty-five cases, admitted or dismissed, under

all base laws.

Within claimed cases, thirty cases(88%) were admitted.

Within them, there were three cases in which full amount was

admitted.

Total 45 . ..

Admitted 35 (30 admitted)
partial: 27·
full: 3 .

Trademark Law 2 (Ref. 1, 7)
Unfair Competition Law 1

(Ref. No. 24)

Dismissed 10

In admitted cases there is one case of Demand for return of
unjust enrichment. (Ref. 7)

2. Number of Cases by the Base Law

We divided the base laws utilized for claiming for damages

into the Trademark Law and Unfair Competition Law, and found that

more cases under the Unfair Competition Law had been compared to

the cases of Trademark Law.
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Base Law Total Admitted Dismissed
...

.. Trademark 29 16· 13

Unfair 22 14 8
competition

Total 51 30 21···

.

In eleven cases, combination of both laws was utilized. Detail is

as follows;

. .

Law Number of Ref. No.
.

case
Admitted/Dismissed

TM/admitted, 2 8, 44
UC/admitted

TM/admitted, 3 12, 15, 40
UC/dismissed

.

TM/dismissed, 2 32, 36
UC/admitted

TM/dismissed, 4 10, 20, 45, 58
UC/dismissed

3. Number of Cases by "What was Claimed for"

It is natural that the claim for damages(defendant's profit)

was the most cases. Royalty and recovery of reputation also

succeed.
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Claimed or demands for Total Admitted Dismissed
.

Damage 41 15 26

••••

Royalty (including 16 13 3

••••••••

franchise fee) .. .

Recovery of reputation 10 4X 14 .'

X. .Attorneys fee 12 11 1
••

.

...

can~ora·f.ion:'iiioii~Y..'."
.. .

2 . 1 1 ., . '. 3 3Investigation cost -'. 0......

./ Admission fee to 1 1 0

• franchise '.
•••••••• Unjust enrichment

.

.......•.. . 1 1 0

'ie!X Total . 90 52 38
X

........ '

i<' 4. Amount of Damages and Rate (Defendant's Profit)

We think that an issue of great interest in lawsuit of

i. claiming for damages would be the criteria for the presumption of ':'.~'.\.<'>

?
•••••••••••••••.~

...•..

'@
...X"
.•....•.•.•.•..~

X

'..•
x•
..

t:

X..
....

X



[A: Admitted case, D: Dismissed case, %: Rate judged by court}

238

i

i
""

" "

"

"

"

,
.

?.

- ~.



I

II
I
I

ru)
\~/ "'''''''Y~''''''''Y ........................... .L.&.QUo'C"JUQ.I...r'\o. , Qya.....JI~ ....... ~.I........ ,

.: . ." -.

i Demand rate or amount Admitted/ Ref. No.
dismissed ..' .

. i .. 3% I A 7,15 .. . . . ....... ...u .. u .' .. . ...
.. ... .'. ' ..... ..... .... . 2% . .. 3

·x 4% D 58
.

.
.....

i..·.. 5% 2% 4
< . 2.5% ••• 25......

....... .. D 55
i..~ 7% D . 62 .

'i'~ 10% A 8 . . ·..
....

8% . 34 . .

•• .........16% . A '. 5

.. 30% .... 10% 43, ••
·

.·i Admitted as'royalty but ' . 5% 30 '. .
' " ..".

rejected by damage
6% 19 '.

. ' 7% 18 . '..

. .. . . 23 .

)2,
Franchise royalty A 24
(fix x shop size x period '..

.......) of time) . ·

).i~
. ,

"'1 [A: Admitted case, D: Di.smissed case, %: Rate judged by court]

'!
....

i'

.:

..
. <

".

,



5. Sharing Rate of the Litigation fee (Admitted case)

Following table shows the sharing rate of the litigation fee

which the court decided in admitted case (Plaintiff won). On·

this rate you can see the cost shared by 50:50, 20:80, with

parallel to the cases full cost was born by defendant.

In case that a plaintiff or defendant is .two or more and

judgement was different, we showed each judgment severally On the

Table.

.

Rate Ref. No...
Plaintiff Defendant

.

100% 24, 24, 27, 31, 40--- . 1, 7,

10%
.

90% 5, .42

20%
.. . .

80% 3, 17, 19, 21, 22, 44 I

55% . 45% 18
50%· ....... -

50% 2-3, 25, 32, 36, 38, 33, 40., 43
.. . .. ,

70% 30% _26, 30

75% 25% 8

80% 20% 10, 34
..

90% - 10% 20 ..

95% 5% 12 .
-

.

1/3 2/3
.

9

2/3 1/3 15, 21, 39

7/8 1/8 2

5/6 1/6 4
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8.(8) EXAMPLES OF DAMAGES CLAIMED

(Amount in ¥I,OOO
(PTF • Plaintiff DEF' Defendant) except: those wil h ¥ are Actual Amount)

Ref N DAMAGES CLAIMED COURT DECISION
"Cas9 REMARKS
No. ...............'iiEi,i;ii.S/CALttii.i\fioil".............- ....iiMOiJilf..... .............. iiEiiiii.S/CAi:tUi'1fioir-..•••·........ ....moiiiif..·•

I Jefendant's profit: PTF'is efforts considered to
"'i;T' Sales (41,620) .. Buying (36,500) 5,120 maiqtain reputation by quality

(WA) Injury to ReputatIon 1,000 Total Clal.Approved condroI, exclusive sales
s ,

4147 ttorney's Fees 500 chaqnels, unfrequent design
·..·······6;·620· (Litigation Fea: DEF 100%) ..·.....··i;-;ii2fj chariges

2 Injury to .. BrandProootion 8,000 Damage, 1,000_......
reputation .. Dilution

59 .. Warning

I\) (WA) .. Due, of Union de,
.j» 94 Fabricants-'-

t torney', Fee, 2,000 •t torney's Fee, 200
. ...······io;ooo· (Lit Fee: PTF 7/8 DEl' 1/8) ·....····TJoo· ! .

3 ardinary Profit: PTF'''s cleia to recover demeges........
Sale,(7,027,320) x Profit Ratio(5.63%) equfvalent to DEF's profit.
x 1/2 (Another 1/2 is Royaltie,) 206,310 .~

56 Doul!tful if PTF could _eke the
.(WA) (or) Trademark Llcen,e Royalty: ~radeaark Licen'e Royalty: ,sad profit a, DEl' without
9093 Sale,(7,027,320) x Royalty(3%) 210,810 50Ias(7,027,320) x Royalty(2%) 140,554 DEF'ls unf~i r conduct'

of which Claimed: ....·....50;000· (Lit Fee: PTF 20% DEl' 80%) ·..·_..so·;oOl) ~...
4 ale, Amount 100,852 x Royalty(5%) (DEF I 5,042 ~ale, Amount 80,629 x Royalty 2% (DEF I 1,612

'''57'' Sale, Amount 12,426 x Royalty (5%) (DEF 2 621 ~ale, Amount 9,936 x Royalty 2% (DEF 2 198 PTF'ts claia of daaage, based
(NE) nttorney', Fee, 990 (Attorney', Pee, not approved) on QEP' s prof!t "as not
2799 (Initial Fee + Success. Award» 174 supJ!orted

··..····..6;027" ....._.............
. (Lit Fee: PTF 5/6 DEF 1/6) 1,810

5 nEF', Unfair Earning: ..,
59 (I)Sales (203,017) x Royalty(l6%) 32,477 184, 094 ~ 16% 29,454 Difference in Assessment of

(WA) (2)Net Profit (ainiaum 30%) Sates Amount
6210 (203,OI7x30%) 69,905 184,094 x 30% 55,228 :: .

....·..··93;382· (Lit Fee: PTF 10% DEF 90%) ·.....··iir;iliii"

,
I

I



ROORKS

(Amount in ¥I;OOO
except: tho.e with Yare Actual Amount)

COURT DECISION

(PTF = Plaintiff)
(DEF -Defendant>

P!~~"~'1 D~G1:S CLAIMED
Case . <:",.,J

No. • 'iiETA'ii.Si~AWii.A fiON••,..•••, j AroioUNf"'T" _ iiETA"ii.SiCAi1:iii.:.ifioii •••·..•••·T'..moiiiif"'"

I

.......... ~~.~~~.~rade.ark Royalty: sa. les Amount 33,369
20,184 I (Lit Fee: PTF 75% DEF 25%»

16,684
2,OOOlInjury to Reputation
1,500 ~ttorneY'. Fee

·..... ···20;·i84·

Amount oC Profit-IS-not di tf" nee
between sales amount and buying
amount, but should be calculated
by deducting all expenses Crom
sales amount, which cannot be
identified.

1,000
600

3,336...._...... ~........
4.936

····_··sr;ooo·

Not approved

Not Approved

.Not Approved

Total Clai. Approved

(Lit Fea: PTF 100S)

(Li i Fee: DEF 100%)

(Lit Fee: PTF 1/3 DEF 2/3)

(Lit Fee: PTF 80% DEF 20%»

51,000

9,000
....................1

9,000

7,000
1,000

·...··...·ii;oii6"'

....·....s·Cooo·,

6,000
1,000

......····:;;000··
Total Claimed r...···..is;ooo·

(Agai.nst 8) Loss oflExpected ProCit
, " }

Profit for I cart operation: Y250
", ",'

1,000 people xl~daYS x ¥250' 3,00
I 2,000 people x 6 days x ¥250 3,00

Injury to Reputa~ion

10 I(Against-A}-Lo•• ~flExpectedProfit

Sale. Price(920/~art) x 20carts 18,40
Purchase Price 6qO/I~art. - 12,00
Course Construction/Know-How 60
Injury.to Reputation

61
(WA)
7184

9fount oC Lo••
"'iiT' eduction in Sales:.•.,..•• ini.ua 10,OOO/Year

l
(WA) 10,000 x ProCitIRatio(30%) x 3 Yaars
363 . I

7~ '0'''iiO'', ales dllring7/29/~-2/14/87 1,700,000
(WA) radsaark Royalty: 13X DC Sales
0(9) 60

......~.PEF'. Profit· Salef Price - Buying Prica
Injury to Reputation

61 ~ tLorney'. Fee
(WA)
6408 Preli.inary CIaia:

~radell8rk Royalty: Sale. Amount x 10%

~

I'
")!.
'I:



............."'iiiITriiSiCAi{;ij[Af iON T'"M:ioiJili'·····f iiiffiliLSicAiciii.AfioN···..•..••·"'T'"Aiiiliiiif ..

jl8f flo
'ca;;;'-
flo.

DAMAGES CLA I~IED

(PTF =Plaintiff)
(DEP • Defendant)

COURT DECISION

(Amount In 11,000
except: thosa witb I are Actual Amount)

ROORKS

(Lit Fee: PTF 85X DEP 5X)

12
..·6....·

(WA)
2614

Profit by Export: Y290 x 1000 dz (.) 290 pplicatlon of UnfaIr Competition
Profit by Export: 1290 x 9400 dz (u) 2,726 a" not approved
Orders Cancelled 1,533 1290 x 400 dz
D8IIage to ReputatIon 10,OOp

(.) Unfair Comp. La" (u) Tradeaark Law ••..•....i4;s4ii"'

116

·..·....·..·Tiii

Onl~:400dz sales was proved
No evidenca for sale of 9,000 dz

t

4,685.293

~387,912

'''"4",'iiit:'jiii"
38,676

Not Approved4,081,254

355.991
AIIount Clalsed •..306;000·,

~;;a;~::~~L~;~·:~··~:~·~~~·~: .~~~.~;.~;.......... . ~;;.~~~..=~~~~~~. .,··n.•........•·l·~~·::~..:~:~~..:;..~:~~.: ~~~. ~.~~~~

1981-86 Sales by direct- tbari direct-aanaged shops .as
Ilanaged shops 4,081,254 not proved by evidence
Profit (717,673) x 30X (Take-Out) 215,301 (2)Calculation based on Royalty

Mount Clai.ed ·••..:·..jii;'iiir 8/1/81-7/31/88 Sales by direct-
(2) Preli.iary Clai. (based on royalty) '.aneged sbops

8/1/81-7/31(88 Sales by shops Sales during 8/1(84-2(26/85
including franchises 11,866.387 (Liability raleased by prescription)
x 30X(Take-Out) x Royalty 3X 106.797

Mount Clai.ad •.......·jii;72·0·1 x 30X(Take-out) x 3X (Royalty)

59
(WA)
5473 717.673

Mount Clai.edf·.....:ioii;iiilii"
61 (2) Preli.I~ry Cial. (based on royalty)

(WA) 8/1/81-7/31(88 Sales by shops
2367 Including franchises 11,866,387

Royalty 3X

.......~.I(Unfair Compot! tioii-Law)
(I) Pri.ary Clai. (based on Profit)

1981-86 Sales by direct
aanaged shops
Profit~

t:..>

Total Clai.ed r·....··:i4"2;·72"0·\ (Li t Fee: PTF 2/3 DEP 1/3) ··..····36·:t"20·



flef N1 --VAMA9ES CLAlMED- I i- COURT DECISION
'Case 'i
No. ••.••...·•·•..··iiiITA"iLSicAtaJi.Af iON.•" "'roo AMOiJNt".••.·1··..·;..1' DE'fA"iLSicAtewfioN········..••·••r" AMOUNT·····

. .1
(PIF '[Plaintiff)
(DEF ,iDefendant)

(Amount In YI,OOO
except: those with Yare Actual Amount)

REMARKS

···..·....5·;204"

17 fEF's profIt-froi Ro~aHY 3,343r ' I 3,343
'''5r alesAltount 68,500 _~.•_'_. Profit Ratio lOX 6,850 eles ~.._. ount 58,182 x Profit Retio 3.5X 1,861

(IIA) , _ '
7959 - . ,. .....·•..iji;"I03· (Lit Fee: PIF 20XDEF 80X)

f\)

+>+>-

181PTF-A's Loss !
(I) Sales (Ara Cover'Y150 x 200,000)

59 jx 20X (Profit. Ratio)
(IIA) (2) Rdyal ty paid to DEF-O by DEF-A

10103 ~,OOO/year xj2 years _.,6•.000
A1mual Sales (Mu~fler 11,800 x 33.000
x 2 years x Profit Ratio 20X 23,760",'
Annual Sales(NeclttioY2, 000 x 5,000)
x2 years .x prof!t Ratio 20X 4.000

33,760

(I) Sales (Ara Cover Y150 x 27,495)
6,000 I· x Royalty 7X

Other ~Iai.s not approved

30,000

Not eligible for claims covering
289 I period later than 9/1/81 due to

prescription

(3)Approved

1,000
··..·••..37;·000·1 (Lit Fee: PIF 55X DEF 45X)

0110tal , cla1.- against DEF-O approved
DEF+Jl's liability:
Printing 145.5 x 82,250 .'3,142,315

8,000 I Sales (clothing 1520 x 15,119)
x Royalty 6X • 492,304

10,000 \(2)Sales (Clothing 1600 x 108,160)
x royalty 6X

·...•••••....280·
(Ifto be borne jointly by DEF-A~

DEF-A's portion only identified

Loss suffered by 2 PIFs: 6:4

For amount claimed in (1)(2),
profit for sale of ono clothing
cannot b. identified.
Royalty of 6X of sales approved.3,915

5,000

8,000

···....·Y6·;iiis·tu t Fea: PIF 20X DEF 80X)
5,000

....·..··2:i;"000·,

bTF-O's Loss ,
!rotalor (2) x Roya!ly IX

19 '-oss • DEF'sProfit ~y its candact
(I) Against DEF-AUI

61 Prlntingl70xq2,250
(I/A) Profit for sale j 1190 x 15,779
5911 (2) AgainstDEF-C

Profit for sale . 1300 x 108,760
(3) AgainstDEF-D r

; . ,
Profit forsaleYI50 x 26,434
Profit for salet300 x 15,294



(PTF " Plaintiff) (Amount in 1.000
(DEF • Defendant) except: those "i th Yare Actual Amount)

~.~~••~.[ DAMAGES CLAIMED . . COURT DECISION . i.
Case i' REMARKS
No. •... •.....••....·liiITA"iiSiCAi:LiiL.moil..·...•..···•........AMOUNT·.... ··..··•..·••..iiiITi."iLSicAi:Liiul..ioif·....•..••·•.......AMiJUiif·..•.t

20. ales 200,000 x 9 years." 1,800,000 . s .•••

"'i;Y" Loss to above 200,000 Not approved Detailed bases for calculation
(WA) ~f dllllllges not displayed
678 . ..·· ....ioij;·oM· (Li t Fee: PTF 90X DEF lOX) .

21 Damages by DEF-A's Infringement 2~ 000 I '

........ ssessaent of loss caused by DEF' s ecnduc ~amages by DEF-B' s Infringement 400 ! t
62 Monetary value: 4,500 x 2 DEFs 9.000 Attorney Fees for sui t against DEF-A 500

(WA) Anorney Fees: 500 x 2 DEFs 1.000 ttorney Fees for suit against DEF-B 100
12346 (Lit Fee:Against DEF-A: PTF 20X DEF 80X .

~ ·...·...·jo;OOO· (Lit Fee:Against DEF-8: PTF 2/3 DEF 1/3) 3.000

tn 22 Estimted Profit based on Total Sales 33.575 Approved 33,575
···2···· Investigation on DEF's conducts 3.800 Not Approved Graduated scale for calculating

(WA) Damages to Reputation. etc. 10,000 'IF's claim. too auch 4, 000 Iosses applied only to net profi
1968 "ttorney's Fees 3.000 ttorney's Fees 1,500

..·....··50;37if (Lit Fee: PTF 20X DEF BOX) .. ·· ....39:·075·
23 ~ales:22.500 x 2 planes x Profit ratio 10 4,500 •

"'63·' !Trademark Royal ty (Preliminary Claim) 500 rademark Royalty 125 ~EF' s 2 planes are not assumed

~ ~bo~s~s

3368 .... ·.. ··"5;"000" (Lit Fee: PTF 50X DEF 50X) ....••·..·•.. i2i;·
24 franchl se Membership Fee: \

8asic Fee (1,500) • 25 x Shops's area 2 2,125 •.
2 ~oyalty: Total Claim Approved

(WA) (3.000 x Shop's Area 25)lmonth x 5months 375
10504 .. •......·2;50·0· ....··..··2";500·

, i
• Royalty due until deletion of name .

(75 x X months) + 75 x X (Li t 'Fee: DEI' 100X) + 75 x X .•
.

..



ROORKS

(Amount in ¥I,OOO
except: those withY are AClual Amount)

COOIli Da;ISION

(PTF Plainliff)
(DHF Defendanl)

. DAMAGES CLAIMEDPlef N
'Casij
No. / 'jjffKiLSicAIilifiON "T'"XMiiiJiif..··t···..·r·..···iiffKiLSicAi:i:iLAfi6ii···..·•····•·'T'" AMoUNT..···

Deereasa of sales not approved
as the loss due toDHF's conduct

o

DHF not appaaradatcourt
3,000 Of Attorney's fees .i~curred, 300

.1,000 .as approved as relevant to
300 DEF" s conduct

.. ·•·••..·4·;300·

4,000
1,000

•..•......5·:0·01i

....··..·T:4ii'i"

(Lit Fea: DHF 100%)

(Lit Fea: PTF70% DHF30%)

(Lit Fee: PiF SOX DHF 50%),2,973
35,000

di,vided:50X~ 3,000
I, 1,000

400
··..·....·4;40ii"'

26

62
(WA)
640

27\HF'S Prof! t
...j...... (6,000 witha.3r~. party A

(WA) 8IIage to Reputaliop
8966 ttorney's Fees

oss of Profit: 35,900 of (a) or (b)
• .. • .... 1·: ,,' .:.""... .; ':', :',', :...:~

(a)Sales of previous year: 1,247,914
Current year 634,883

(Estimate for Sales of current year
wlllloutllE!" s cof.duCt

• . f" v •

• Sales. of prevyr x 0.8' 998,331
Decrease of Sales due to DHF's conduct

ESllmate -'Actual = 363,448
oss • Decrease lldales xProfit (0.352)

• • 127,933
Fat Loss· Lllss xU&defined factors (0.7)

= 89,553
(h)(Unit Sales Price - Unit Buying Price) x

(Estimated Sales yolume - Aclual Sales)
: =Loss =46,890

~a.age 10 ReputatiOn.•.•.'.. 10,000I 4,.241
~tlorney' s Fees , . . . 2,000

n.hh·Ti;24"i"

....~:.royalty • 5ales-x 5% H __ n_ I ~OYal v » Sales x 2.5%
62 • 59,469 x 0.05 i • • 59,469 x 0.025

(WA) ,

226

~
C»



~

,..... ..."&"'11.......... ' ........."y ... .. . ov..... ~ ...u • _ ............. __ • •_v~•• ,

ef N DAMAGES CLAIMED COURT DECISIDN !

·~s~· IlOORKS
No. '. ...............'DElA"iiSicAi:tUi.AfiON...............•• •...AiliiiJNf..... •.............iiiITiiiLSiCAi:CUi.AfioN....•.....•..... •..·Ai-iOOO....•

30 (Cese I) DEl"s Claia........
DEl"s profit· Sales Aaount -~oss:

I Buying Aaount • 3,083 - 1,810 1,2"2 Loss Not Approved PTF is Representative of
(IIA) Compensation for Intangible D..ages 1,000 Di!F Company of Case 2
2830 ..···....·2;272·

(Case 2) DEl' eompany's Claim Rules of Exclusive License applied
..........

LOSS: DEl"s profit· Sales - Buying Pric TradBMark Law Art.38-l
3 =3,083 .. 1,810 1,212 (I f tbe above is not approved, 1

(IIA) '. loss' DEl"s Profit)
6052 Total Sales (3,083) x 5~ • 154 154

~o.pensation for Intangible Damages 1,000 500 i
•••••••u •• u .........

(Lit fee: Case I: PTF 100~
... ...................

2,212 Case 2: PTF 70~ DEl' 30~) 654
31 Damage to business reputation 5,000 amage to Business Profit 1,000 P1l" s operarlon, advertising...j....

Expenses: Attorney Fees/Investigation/ I ttorney's Fees (relevant to DEF's du,~tion of business in Japan
(IIA) Collection of Evidences/Translation 2,000 conduct) 2,QOO D4retion of.lIllrk in QUestion

10719 -- ell considered
.

......·..':;;oilo· (Lit Fee: DEl' 100~) ...·_..·"3":il01)
32 ~ected sales besed on average growth ~rease in soles due to confusion

"i(iiA)prior to DEF's use of .ark 459,467 eused by DEl" s conduct l Nq,proof that PTF's seies would
16261 x ProCi t Ratio (30S) 137,842 ..age .to Reputation 2,000 ha,ve Increasedwl th the sBlle
....u·..

g~th retio
Z(IIA

10985 Amount Claimed ····......60;000· (Lit Fee: PTF 50X DEl' 50~) ·..·_..··2:·000·
33 (I)Advertisement cost wasted by (I) Not Approved (IONot tobecalcuiated based on........

infringment and dilution, or . advertising COSt10,000
60 (2)Decrease of PTF's Profit, or 22,065 (2) Not Approved (2)PTF's l DEF's products ere

(IIA) (3)DEl" s Profit 1,024 (3) Approved 1,024 'different in unit price/pr~fi..
38 Iretio andsbpie cosparfson

Iinappropriate
Amount Ciahlld ..•..•..·jo;OOO· (Lit Fee: PTF SOX DEF 50X) ..··..···T;024·

\



. I

(PtF ·!Plalntiff)

(D~F .!Def~ndant)
(Amount in YI,OOO

except: those with Yare Actua I. Amount)

IlOORKS
COURT DECISIONDAMAGES CLA IIIED~(ef N,

'case
No. \.•.. ·...· ....···iiiiiKiiSicAi:t;ij[ATioN···........••..··j..··AMliOO..···!·....·..'..···iiiiii.·iLSiCi.LCUi:AfiOii......••·••..·T···AMbiJif··..

34 rrdinary Royalty!' I rreValling royalty
I ..··Y800 (lOX of sal~s)- x 10,000 8,000 Y2k-800 x 8X- x 565

63
(WA)
1607

~ttorn~y' s Fees, etc.
1,000

·..........i;·tioo·' (Lit Fee: PTF SOX DEF SOX)

I

- Not likely the well known mark

in this case to be licensed.
lOX royalty might be reasonable

to be claimed. However. in this

case,DEF purchased. the products

through legitimete channel, sold

them with its own name, PTF's

trademark remained es wes;

500 I Fees for outside investigation

irrelevant to DEF's conducts

1,024 INo evidences for uni t price&.

volume submitted

1,067

·.........i:·024'

·..·..·....··500

·.......·T:o'61'

(Lit Feei PTF SOX DEF SOX)

(Lit Fee: PTF 80X DEF 20X)

~EF·s Sales (6,830) x 30X (Net Pfofit)

168,992
..·....'ji;ii;iiiif'

·........·s;·tioij"
36 ['"les (281,720) x 601

"T''' (Cost for Contract S~.•. les, Ordinary
(IIA) '~xpenses deducted)

•
9579

38 fttorney' sriles/Publication
"'3..... Investigation (by Ou~.side service/
(WA)! employees)
8386 j

~
OJ

1,000

200

39 ~oss of Prof!t,
(a)Decreese of Profit Y236 x 197· 46

3 (b)Retaii Stores' Idss Y5,637x197' I,ll

(IIA) Liabill ty 'fo~ compensation-

1786 (c) DllIIIllge to Reputation

(d) Attorney's Fees

(a) Approved

1,1561(b) Not. Approved (..)
r

3,OOOI(c)Pa~tiaIlY Approved

1,000

461 - PTF geve reteil stores excl'v,
rights to use tredemark

•• Contract on llebility for

compensation of damages

not submitted es:evidence

.........••••••....··'..1

5,156 (Li t Fee:PTF 2/3 VHF 1/3) ·....·..·T:24if

-.,..,.--
r' ·'"-'·1.,



....

.. i . /' 'C', .. (/,. ./ ,));,;., ,;,J (, ;n r,.,; ;.,_. oIl it A',;\,.. ~Cul~~,
-',' . I:=~"':"'""''"''~ ,',

U (DEF • L) except: those witb Yare Actual Amo~
ef N DAMAGES CLAIMED COURT DECISION ,··c~s;; REMARKS

No. ..,............··oiITA"iiSiCAItiii.;;fioil.....••••..·••..• ....AMiioo'..... ..............DilTA"iiSicALCiii.Afioil··......••·..... .. ..AioioiMf·..•
40 DEF(I) Unfair Coap La..: DEF' s Frafit 12,880 Not approved (0)

"'GT' Design Law: • (is, 100 x 200 1,020 Approved 1,020
(IIA) Copyright La", Damage to Reput'n 500 Not approved (u) o No provilions to assuoe profit
339 ·........iii;400· ~y unfair conduct is the aaoun

61 of PIP's dOllages
(IIA) DEF(2) Trademark La,,: DEI" s Prof'l t . 1,500 50 x 26 • 1,300 1,300
870 (Lit Fee: (1) PTF SOX DEI' SOX)

Totai Claimed ·........is;iioo· (2) PTF 0 DEI' 100X) ....·...·"2";320·
42 Damage to Reputation 30,000 amage to the Reputation 1,000 ,

···i.... .

(?) • !16536 Allount Claimed ....•....·S;OOO· (l.I t Fee: PIF lOX DEI' 90X) ..•......T;OO()
43 (I) [I] DEP' s Profit ','

-.........
Unit price 2 XVolume 1300 XProfit 30I\)

""" 59 or [2] Ordinary Royalty (1)[1] Not approved 0 opyF il not lolling tbe product.<0
(9) Unit price 2 XVolume 1300 XRoy', ty 30 (I) 780 (1)[2] Royalty lOX (I) 260 in Japan
7534 (2) Damage to Reputation (2) 2,000 (2) Not Approved .

(3) Lawyor's Fee (3) 800 (3) (3) 300
..·..··..·3;580· (Li t Fee: PIF SOX DEI' 5OX) ··..-..•....560·

i
44 DEI" I Profit EF'I Profit .. ,

·..4...· Total Sales .. Expenses/Buying Price 23,040 (Sales Unit Price" (purch. price/exp.)
(9) XReduced Volume of Sales) 7,524

10986
Allount Cloiaed ..·..·..·io;·ooo· (Lit Fee: PIP 20X DEI' 80X) ......•..·7';524"

45 Damage to Reputation: inferior aatertal . .

different COOking, etc. 3,000 .

59 pamages in bualnsss
(IIA) (Unfair Comp La.) DEF's annual sales '.- '.

6476 120,000 x 10% x 7yrs • 84,000 .
!

Allount claimed 10,000
·.....·..i3;000·

r: ' (Alternative Ctoi.) - Tradell8rk La"
Take Out Annual Sales 20,000 x lOX x 7yr ·........iii;ooo· -.'.

.



I\)
01a

. (PTF Plaintiff) (Amount in ¥I,OOO
. .. (DEF Defendant) except: those with Yare Actual Amount)

ef N DN>L\GES CLAIMED COURT DECISION
Case REMARKS
No. ...............'BET,i."iLSiCAItiii.iif i00···.............. .•..ooUNf..... ..•..·..··..··DE"fA'iLSicAi1:Ui.iifi6ir.........•....· ....0000'1'·..•·

46 Purchase refused by customers
61 Decrease in Sales P~ofit 12,766 due to confusion of source

(IIA) causBd by DEF's infringement
7518 ..·......iZ;766·

48 : t ..

'''60'' alBs \/heel 45 x(2000/year • 90,000
(IIA)

.
Spoiler 45 X!1500/year =67,500 157,500

1833
. Profit Ratio: &% ....·..·..7;stif

51 D&II&ges byDEr s tra,demark infringemBnt 1,000 •••
•

"iiiiA' No proof of dllllagns
1394 <,

·..........i;oiiO'
·

>
55 Loss of Profit: 300,~00 from (a), (b)or(c) 300,000 :

(a)Royalty' Sales~~fit x 50% Glaims are
I =\/holesale (4,2~O,OOO) x Profit(30%) (8) Royalty in the subject case

(IIA) t x 50% '634,500 (b) Ordinal')' royally prevailing
4610 (b)Royalty • Retal1~ales x 50% In the Industry

7,050,000 x 0.9(~tio of sUbj~ct.Bags) .
x 5% • 317,230

(c)Expected Profit: ~X of Retail Sales (m' n.J
• 7,O~0.000 x 5% • 352,500

., ....·.."300;·000·
•

.

....??JlEF. s profit (ROyaltr Equiv.) - to PTF I 3,000
(IIA) .. to PTF 2 7,000
259 i .......................

10,000 · ;

58 sales (¥15,OOO x 10.pOO) 150,000
"{iliii'
4149 .. x&rdlnary royalty (4%) ......·..·6;00·0'

.



~
~

(PTF • Plaintiff) (Aaount in 11,000
(DEP • Defendant) except: those with 1 are Actual Mount)

er N DAMAGES CLAIMED COURT DECISION i !

'case Il9lARKS
........·•••••..DfiKii,SiCAi1:Ui.AfiON................. ·..·iiMOoo····· ..............Dfiiiii,SiCii:i:iii.AtT6lr····...•••••••• ....0000····· -

No. ..

59 .: .. •...j....
5ales 820,000 x Prorlt Ratio 41 32.800

(VA) ..
647 .. .

··....·..j2;OOO· . .

60 . . . . :
........

overage Annual sales berare DEP'.s conduct 130.000
1 overage Annual sales artar DEl" s conduct -85,000 •

(WA) Decrease of Sales ..·......45;000· .

16879
Gross Profit: 30,000 -- alnlaua 20,000 ·.....·..20;000· .

62 . . !
"T'" Damages equivalent to prorlt, or I

(WA) Ordinary Royalty (71 of Sales)
3599 ·........·2;520· ..

•.
i



rv. Closing:

As stated above, we reviewed a system in Japan of the

remedies for and protection of the trademark right and well-known

mark focusinq on the Trademark Law and Unfair COmpetition Law, by

categorizing and analyzing actual case of lawsuits.

We believe that we have got an interesting result ofa

qeneral tendency in the infringement lawsuits. By' reviewing

actual cases, we have found in detail, the dispute ',qoods and

business area, and what was claimed and demanq,ed for', and

further, claimed amount and admitted amount, .together with

the criteria for presumption thereof.

Various marks such as trademark, service mark and trade name

are in use, effecting the distinctness of goods or services and

indication of the origin.

Continuous use of these marks produces extremely high value,

as a result of accumulation of reputation.

It is an important theme to the industry to maintain and

administrate· such marks with accumulation" of ,reputation.

In addition, it is also important. to review and study thl;t

infringement lawsuit cases in the past for the purpose of

preventing from occurring dispute.

In Japan, a registration system of service mark was adopted

on April 1, 1992 and 139,000 applications for reqistration were

filed in half a year. Further, the amended Unfair Competition

Law will be put in effect next year in qrder to expand the

protection of well-known marks. Our country has made arrangements

of the legal system, meeting the demands. of the times, namely,

diversification, enlargement of area and internationalization of

From now on, it is required f()r the industry to make full

use of these system.
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INTRODUCTION (BACKGROUND):

In recent years. licensing of intellectual property rights.
has become more important to business activities. In order
to provide for its own use or to leave room for a license to another
party. a licensor is very likely to grant licenses to use and/or
reduce to practice intellectual property rights rather than assign
the m.

Because of the long history of the patent system in Japan.
the concept of granting a license based on the patent right has
long been established. Further. the process of registering the
license under a specific patent is currently provided in Japanese
Patent Law.

The concept of in~ellectual property rights has been expanded.
and as a result. a new protection system is being developed as in
the protection of software under copyright laws. From the licensing
point of view. the term "right to COpy" is defined iQ the Japanese
Copyright Law. but the term "right to use" is not explicitly defined.
Thus. the "right to use" .should be defined in a I icense agreement
entered into between the part iesinvolved. as in the case of software
Ii tel1seSul1der the Copyright.

Indrafting license agreements of any license. it is very
critical (particularly to one whose business depends on the license)
to have t he i ab l l l i t r to carryon its operations with confidence
in the validity of the license and without interruption. Licensees.
however. could face a worst case scenario in which the licensees
could be prevented from carrying out their use of the licensed
products. The likeUhood of this situation developing mayor may not
depend on the provision in the license agreement.

For example. assume that a licensee has been granted a license

assigns the right receive the patent under the then pending
apP1 i cat ion to a t hi r d party. Thepate 11 t is subsequently issued
and registered in such third party's naae. What would happen if
this third party. or new patentee. demands that the licensee stop
the use of the patented invention?

At least. under the Japanese Patent Law. registration of
license to the Patent Office is required to prevail against a
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subsequent I icense or assignment to a third party. However, pending
applications except for registered patents does not allow its
non-exclusive license to be registered. Then any licensee who has
a license for pending applications cannot prevail alainstthe
third party. who has so subsequently obtained the patent right.
Accordingly, ifa I icense agreement is not successfully negotiated
with tha tvt hIr d partY,.the licensee may have no alternatives but"...................... ....•.•.......

to quit its operations under the license gra ted by the prior
licensor.

The licensee may demand that the prior licensor pay for
damages resulting from cessation of the operations but may not
be able to collect damages which would cover future loss.
In addition, if the prior licensor has gone bankrupt with no
financial ability to pay for damages. what last refuge would the
licensee be entitled to? This worst case scenario will be address
later in this text.

We now turn to a software license example. partifularly
because recently an expanding number of software licenses involve
program copyright and knowhow in addition to patent licenses.

Providers of the software, which are the licensor under the
license agreement. include many small businesses which have recently
expanded: howe~er, these newly successful businesses are subject
to bankruptcy. We must therefore be fully prepared for such business
failures. This. therefore. depicts another reason why we address the
license on software as the subject of discussion.

Also. software licenses; in many cases. provide for such
maintenance services to be provided by licensor. such as fixing of
bugs and providing updated versions of the software. In light
of our discussion on software. we will examine the problem of
continuity of maintenance services provided.

1. HYPOTHETICAL CASE:

COMPANY A (LICENSOR) has a patent on a data processing system
and a copyright on a control program for the data processing system.

COMPANY B (LICENSEE) is granted by COMPANY A an intellectual
property right license to construct and operate a data processing
system for both its head office and branch office. In addition.
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Fig. 1 (HYPOTHET ICAL CASE)

3. STUDIES ON INDIVIDUAL CASES:

LICENSEE:
COMPANY B

License agreement
Payment of royalty

Cont inuation of Use
and provision of maintenancee--~------~-

(including Debugging and Updating of program)

LICENSOR:
COMPANY A

• Reta i ns sou rce code.

certain information will be furnished to its customers on an on~line

basis. The license includes copyright on software (including the
control program) and provides for fixing of bugs (free of charge)
and periodic updating of the program (for payment). The source code
of the software (program) is held by COMPANY A and COMPANY B of
course has possession of and the right to use a copy of the software
object code. There are a few other companies furnishing similar
services (See Fig.l ).

Our discussion will be held on the assumption that a change
has taken place with respect to the LICENSOR. To preclude confusion.
no reference will be given to changes in the LICENSEE.

The following will be discussed as potential causes affecting
LICENSOR's position: assignment of the license agreement or of
underlying rights. bankruptcy and M&A of LICENSOR. and inheritance
of LICENSOR for an individual.

Points of discussion will relate to whether each of the
potential causes affecting LICENSOR's pos l tion referred to in the
preceding paragraph would permit LICENSEE to continue (1) to
opera e e s es to customers. an to
receive maintenance services on its software by COMPANY' A.

2. OBJECTS OF STUDY:

3 -1. ASS I GNMEN T
Those assignments which could affect LICENSEE would occur

in four different cases (See Table 1 );
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(1) Assignment of only license agreement to a third party;
(2) Assignment of underlying rights (such as patent right

or copyright) (See Fig.2);
(3) Package assignment of license agreement and unde.r l y l ng

rights to a single third party; and
(4) Assignment of each of license agreement and underlYing

rights to different third parties (See Fig.3).

license agreement. knows of the existence of the LICENSEE and is
legally bound to perform its obligations under the license
agreement as SUCh. Therefore. there should be no problem with
respect· to continued operatibn of the system bYe LICENSEE.

The contractual po.s i lion of the LICENSOR passes on to the
new LICENSOR. wi th the maintenance service taken over by the new
LICENSOR. Thus. the LICENSEE should be able to continue receiving
maintenance service by the new LICENSOR. There is no assurance.
however. that the new LICENSOR has the ability to substantially
perform the maintenance service to reasonably satisfy the
requirements ·of the LICENSEE. If the case (3) is in such mode as
en bloc transfer of the entire business. continued maintenance
service by the new LICENSOR may be expected.

The cases (2) and (4) would give rise to more serious problems.
The case (2) -(See Fig.2 )- represents a case in which COMPANIA
voluntarily assigns to COMPANY C the patent right and copyright
on software owned by COMPANY A on which COMPANY A. as the licensor.
has previously made a license agreement with COMPANY B - the LICENSEE.

The case (4) -(See Fig.3 )- relates to a situation in which
COMPANY A voluntarily assigns to COMPANY C. a third party. the
patent right and copyright on software owned by COMPANY A on which
COMPANY A. as the LICENSOR. has previously made a license agreement
with COMPANY B and further assigns its position. as the LICENSOR.
under that license agreement to COMPANY D. a third party other than
COMPANY C.

In each of the cases (2) and (4), what will happen if COMPANY C.
the new rightful owner of intellectual property right. has no prior
knowledge of the license agreement or knowingly ignores the license
agreement between COMPANY A (or COMPANY D) and COMPANY B in question?

In the eyes of the new rightful owner (COMPANY C). acts of
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LICENSEE (COMPANY B) would amount to an infringement. because the
new rightful owner is not a party to. and is not bound by. the
existing license agreement.

Under the Japanese Law. the situation concerning whether or
not LICENSEE could continue to use a patented invention under the
given circumstances as mentioned above. is discussed as the
question of requirements for prevailing against third parties.
In what circumstances. then. could LICENSEE continue to use the
patented invention against the objections of the new rightful
owner of the patent?

Paragraph 1 of Article 99 of the Japanese Patent Law reads.
"Once a non-exclusive license has been registered. it shall also
be effective against anyone subsequently acquiring the patent
right or the exclusive license or an exclusive licenseori such
a pat ent r i gh t . "

Under the Copyright Law. there is no concept of the "right to
use" nOT any system in effect for registration of such "right to
use." Hence. LICENSEE may effectively prevail independently against
the new rightful owner of th~ patent involved only if the LICENSEE
has registered the patent license obtained from the prior rightful
owner of patents involve'd.

Under such a case. which includes copyright, which "is under
study. the LICENSEE (COMPANY B) would not be properly entitled to
continuously provide service to its customers. even when a
non-exclusive patent license has been registered. Under the
present case. we can assume that the I icense agreement is val id.
Therefore. the LICENSEE (COMPANY B) would be entitled to demand
the LICENSOR (COMPANY A or COMPANY D). under the I icense agreement.
with regards to the patent and copyright aspects. to perform the
license agreement or seek damages if the LICENSOR f a i Is to do so.

willfulness or negligence on the part of the LICENSOR
wi t h respect to the rights of the LICENSEE. However. if

is interested solely in continued license arrangements. there
is no guaranty of any satisfactory outcome.
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Table 1: COMPARISON IF POSITIONS IF LICENSEE IN ASSIGNMENT CASES

.::;

Case subject mafter(s) Assigned to Any problem and for what reason
No. assigned

1 License agreement Thi rd party· None, particularly because new
I L1CENS()R is obi igated to perform

.. .. .
the license agreement. .

.. . .....

2 licensed IPRs Thi rd party Yes, because new rightful owner is
unaware of existence of license
agreement or knowingly
disregards it •. .

3 License agreement Identical . None, particularly because new
and licensed IPRs . th i rd party LICENSOR is obligated to. perform

the license ·agreement.

4 License agreement Separate Yes, because new rightful owner is
and licensed IPRs thi rd part les unaware of existence of license

agreement or knowingly
disregards it.

IPRs: Intellectual Property Rights (patents and copyrights)

LICENSEE:
COMPANY B

(Involves maintenance
service problem)

infr ingement

License agreement
Payment of royalty

nt inuat ion of use
and provision of
maintenance servic

LICENSOR:
COMPANY A

NEW OWNER
. of IPR:

COMPANY C

IPR assigned

Fig.2 (Development 1 )
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Fig.3 (Development 2 )

(Involves maintenance
service problem)

License agreement

\. (Claim for damages)

LICENSEE:
lnIPANY B

License agreement
Payment of royalty

ntinuation of use
and provision of
maintenance service

LICENSOR:
lnIPANY A

NEW LICENSOR:
lnIPANY D

NEW OWNER
of IPR:
lnIPANY C

IPR assigned

terminate it. and he does not elect to terminate it.
can LICENSEE effectively continue to use software
against ~ny new rightful owner of intellectual property
who obtains them as the result ofdlsposition by the
trustee? (See Fig.5 )

The first question (See Fig.4) is a problem of bankruptcy
law. In Japan. proceduresfollawing a petition for an adjudication

3-2. BANKRUPTCY
We will now proceed to discuss bankruPtcy of the LIe NSOR

which could pOSe a serious problem for the LICENSEE (See Note 1).
We will assume that the license agreement is the same as under
the above assignment case and further that it does not contain
a provision to terminate the I icense agreement in the case LICENSOR
goes bankrupt.

A bankruptcy case will involve the following two peculiar.
que s t ion s :

(1) Can the trustee in bankruptcy terminate the license
agr e ea en t? (See Fig. 4 )

(2) If the trustee in bankruptcy cannot terminate the
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of bankruptcy are sublectto the Bankruptcy Law (see Note 2).
Article 59 of the Bankruptcy Law provides for the right of the
trustee in bankruPtcY to cancel any bilateral agreement.

Under the license agreement in question, LICENSOR (COMPANY A)
is under an obligation to make software available to LICENSEE
(COMPANY B) for use and to provide maintenance service thereon,

It is. therefore. a continuous bilateral agreement. As long as
the provision of Article 59 of the Bankruptcy Law is applied here
exactly as it is, the trustee in bankruptcy has the power to
cancel the I icense agreement in question.

If the license agreement is canceled by the trustee,
the LICENSEE will have no other choice but to sue the trustee in
bankruptcy for damages, in which event it will be very unlikely
that the LICENSEE can recover damages in full.

With respect to application of the Article 59 to the license
agreement, however_ there is a contrary view which states that it
is quite unreasonable to prevent the LICENSEE from continuously
working the licensed invention at the sole discretion of the
trustee in bankruptcy (see Note 3). In that there has been no
ludicial precedent on construction of the Article 59. we will have
no other alternatives but to look to future developments in
this area.

With reference to continuation of maintenance service.
if nobody except the LICENSOR can furnish it. then there may be
no alternative to continue the maintenance service. In cases like
this, it will probably be helpful to incorporate into the license
agreement. at its drafting stage. provisions permitting the LICENSEE
to continuously maintain the system by itself (or Jo have it
maintained by a reliable third party). or more particularly add
provisions agreeing on how the LICENSEE should get access to the
source code software (the escrow system in the United States is
one way for preparing for such circumstances).

The second question (See Fig.! ) will be the case in which
a license agreement and underlYing intellectual property rights
of the LICENSOR (COMPANY A) are disposed of and held by different
third parties. Here, the same conclusion will be reached as under
the assignment case (4) -See Fig.3 -. If the intellectual
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Allegation of
infringement

LICENSEE:
etWPANY B

LICENSEE:
COMPANY B

NEW LI CENSOR:
CCIIPANY D
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License agreement
Payment of royalty

Continuation of use
and provision of
maintenance service

Continuation of use
and provision of
maintenance service

License agreement
Payment of royalty

(

IPR assigned

Bankrupt estate

License agreement
assigned

LICENSOR:
COMPANY ·A

LICENSOR:
CCIIPANY A

Cancel license agreement?
Trustee
in bankruptcy

property right holder (COMPANY C) demands the LICENSEE (COMPANY B)
to stop using its licensed intellectual property right.
the LIC.ENSEE will have to meet the requirements for prevailing
against third parties. in order for itto continue practicing
the licensed intellectual properties.

Fig.4 (Development 3)

Fig.5 (Development 4)

Trustee
.,,'., .. .." ',," lin' bankruptcy



No tel: Un der the Japanese Ban kr upt cy Law. the f 0 I low ing
procedures will be followed:

(j) A petition in bankruptcy will be filed with the
court. on the ground of any qual ified causes therefor.

(jj) Upon the court's adjudication of bankruptcy against
the party whom the petition was filed. the court will
appoint a trustee in bankruPtcy and have the bankrupt
ar y s e organ e. e an rup

then. no longer have any right to control or otheriise
dispose of the bankrupt estate (Article 7 of the
Bankruptcy Law).

(iii) The trustee in bankruptcy wilL among other
things. cause to have evaluated any and all property
that was in possession of the bankrupt party (Articles
188 and 189 of the Bankruptcy Law). With respect to
any ongoing bilateral continuous agreement under
which both the bankruPt party and its treditors have
ob I i ga t ions yet to be performed (Art ic Ie 59 of the
Bankruptcy Law) .. the trustee in bankrUPtcy has the
power to elect to either terminate the agreement or
to require both parties to' continue performance of
it (Article 59 of the Bankruptcy Law):

If the trustee in bankruptcy elects to require both
parties to continue performance. the agreement will
be kept in effect.
If the trustee in bankrUPtcy elects to terminate the
agreement. creditors may claim payment for damages
resulting therefrom and. in addition. require those
previously performed to be returned.

(jv)· Thereafter. the trustee in bankruptcy wi I I change
all property constituting the bankrupt estate into money.

(v) Dividends will be paid.
Note 2: Cases under study will be restricted to bankrUPtcy

cases in the nature of liquidation proceedings in
the United States.

Note 3: Refer to. for example. 'Patent Licensing.' by
Masahiko Amemiya. pp 179-180
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3-3. MERGER AND ACQUISITION
Merger and acquisition cases will produce different effects on

a I icense agreement. depending on nature of the cases (See Note 4).
In analyzing these eHects. we will discuss a stock purchase case
and a merger case.

(1) STOCK PURCHASE - (See Fig. 6 ):
In assuming a case in which the purchase of shares involves

changes in sharehold.ers without affecting the identity of the
corporation. the relation between LICENSOR (COMPANY A) and
LICENSEE (COMPANY B) will not be subjected to any direct change.
Thus. this permi ts the LICENSEE to carryon its operation of the
system and provide service to customers in the same manner
as in the past.

LICENSEE:
cnIPANY B

. License agreement
Payment of royalty

E

.. Continuat ion. of
use and provision of
maintenance service

LICENSOR:
COMPANY A

Shareholder C

Shareholder A

Fig.6 (Development 5)

A merger is an agreement combining two or more corporations
into a single corporation. with obligatory rights and obligations
of the former corporations (COMPANY A and COMPANY C) to be taken
over by the latter company (COMPANY AC) on an en bLoc basis (See
Note 5). Thus. a merger wi II not impact the LICENSEE (COMPANY B)

consistent with the stock purchase case.
A change in LICENSOR (from COMPANY. A to COMPANY AC). however.

could affect maintenance service .to be performed; for example.
a deterioration in the Quality of the servipe may occur. Under the
license agreement. LICENSEE is entitled to demand that the LICENSOR
not lower the Quality of maintenance. If the new LICENSOR is not
expected to be able to maintain the same Quality of maintenance

(SeeFig.7):(2) MERGER CASE
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service then. as stated in the bankruptcy case. the LICENSEE may
prefer to obtain the source code and perform the maintenance service
itself. In this case. which differs from the bankruptcy case. it will
not always be easy to draft such a license agreement. which would
permit the LICENSEE to obtain access to the source code on the
ground of ·unsatisfactory· maintenance service (See Note 6).

Also. the LICENSEE must
to continuation of license and maintenance service agreements.
I f any 0 f. sue hag r eemen t s has asp ec i fie d per i 0 d 0 f durat i on
requiring renewal formalities to be followed whenever it runs out.
the other party (COMPANY C) which is merged with the LICENSOR.
(if it is a competitor to LICENSEE). may well propose both the
change of terms and conditions of the agreements or even the
termination of the same.

Therefore. prior to entering into a license agreement.
it will be important for the LICENSEE to consider the future
possibility of the LICENSOR being acquired by a competitor. or of
another party merg.ingwi th the LICENSOR which is a coapet i tor to
the LICENSEE (See Note 7).

LICENSEE:
COMPANY B

Change in license
agreement i"
substance?

Continuation of
use and provision of
maintenance service

License agreement
Payment of royalty

~

Merger

LICENSOR:
COMPANY A

Note 4: StYles of merger and acquisition would include sale
of shares. transfer of business and merger.
The transfer of business agreement is one in which
a package of personal and real properties. together
with obligatory rights and obligations of a business.

6

Fig. T (Development 6)
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is sold. In order for such on individual item to be
effective against third parties. the transfer formalities
must be co~pleJed for each item.
Thus. if the formalities of assignment of obligatory
rights and of acceptance of obligations have not been
completed. the parties to the license agreements will
remain unchanged. If such formalities have been.
com pie ted. t he ass i gn ee 0 f t he lie ens e will bee 0 me
the new licensor (to take place of the former licensor).
In either case. the contents of license agreement is
not changed. However. the Japanese Commercial Code
provides certain exceptions. to responsibilities of
the assignor and the assignee that could possibly impact
the license agreements (Articles 2fr lhrough29).

Merger is an agreement wherebY two or more companies
are incorporated into one company. Under the merger the
new company takes over en bloc obligatory rights and
obligations of the dissolved companies. while a package
of part of a business may be transferred under the
transfer of business agreement (Article 416.Paragraph 1
and Article 103

Note 5: There is a court precedent invalidating exclusion
of a part of such obligatory rights and obligation
from a merger agreement (Supreme Court decision.
September 26. 1917). The transfer of a division of a
corporation will constitute a transfer of business.
and therefore it must be ascertained that the license
agreement in question has properly been included in
the transfer formalities.

Note 6: An alternative which could be effective against

the Japanese Commercial Code. "In the event of a merger.
each of the merging companies shall make a public
announcement. within two weeks of the date of the
resolution of the merger. urging its creditors to bring
to the company anY objections to the proposed merger.
within a prescribed period. and individuallY notify
any and all known creditors thereof. The period within
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which any such objection must be made shall not be
less than one month (Article 416 Paragraph 1 and
Article 100 paragraph lof the Commercial Code).
If an objection is made in accordance with the above
provision, the merging comp.ny must do one of the
following: satisfy its obligations to the opposing

equivalent security, or deposit equivalent property
in a trust company (Article 416 Paragraph 1 and Articel
100 Paragraph 8). If any merging company fails to
complete the above formalities, its creditors may bring
a suit for invali~ationof the merger (Article 415 of
the Commercial Code).

The Japanese Commercial Code provisions, as
referred to in the above, is intended basically
for protection of pecuniarY creditors. It is not
clear whether the LICENSEE, under the license agreement,
constitutes the "creditor" under thi Commercial Code.
Also, if any LICENSEE makes an objection, it is not
clear how the merging company should "satisfy~ts

obligations" or "deposit equivalent property in trust."
In addition, no court precedents have been establishe~"

which could have shed some light on this problem.
Thus, these problems wi II remain unsolved for the time
being. We understand that the United States has no
objection sYstem applicable to a merger.

Note 7: If the LICENSOR is merged with a ~ompetitor of the
LICENSEE, another serious problem may develop. For
example, the leak of confidential information. Trade
secrets of the LICENSEE previously disclosed to the
LICENSOR in, for example, a proprietary customized
system, may leak to the compet"itor of the LICENSEE
(See Fig.8). Such disclosure of trade secret
is necessary for the customization of the system and
therefore generally takes place. However. this is
a contractual confidentiality issue, which is outside
of the scope of discussion hereunder. Thus. no further
comments will be given herein.
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Fig.8 (Development 7)

LICENSEE:
COMPANY B

Change in license
agreement in
substance?

License agreement
Payment of royalty

Continuation of use and
provision of maintenance service

LICENSOR:
COMPANY A

COMPANY C:
Competitor to

COMPANY B

Misuses knowhow obta ined from forme r COMPANY A

3-4 .INHERITANCE
Dea e LICENSOR. f an individual. will give.rise to

ihheri1ance of license agreements and intellectual property rights.
As long as any heir is present. obligatory rights and

obligations of the deceased LICENSOR will be inherited. for which
no particular problems would arise (See Note 8).

If any successors do not exist (which should be very rare
in Japan). the Japanese Patent Law. as well as Copyright Law.
provides that the right underlying a license agreement shall be
extinguished (See Fig.9; See Note 9). Thus. extinction of
patent rights and copyrights will automatically extinguish license

There is a view. however. that there exists an unreasonable
disa4vantage ~itb respect to the LICENSEE in that the LICENSEE
is forced to lose its position as an exclusive publisher with
extinction of copyright because it may not have recovered
its investments previously made (See Note 10). In the same way.
one might argue that the LICENSEE should be entitled to some sort
of remedy for loss. if any. of exclusive license because of

268



extinct ion of in tell ect ua I property right under lying i t. I t wi II
be legally effective to make pr e l iminaryarrangements so that.
·upon death of the LICENSOR. the intellectual property rights
under the I icense agreement shall pass on to the LICENSEE.·

Fig.9 (Development 8)

ClCENSOR:··
INDIVIDUAL

(Death)

License agreement
.... e~Ylllentol roYalty

•
Exclusive patent and
copy right Iicenses

cream:
COO'ANY B

Extinction of rights
due to non-existence
ofhei rs

Exclusive license
extinguished

Note 8: Upon occurr.ence ·of a cause of inheritance on the
part of either party to the agreement. any and all
obligatory rights and obligations which have occurred
by that time are transferred. as a rule. in their
entirety. to heirs. without any such requirements to

. be mit. This would apply to the transfer of obligatorY
rights in order for the heirs to prevail against others.
Also. obligations of the deceased pass to heirs in the
absence of consent of creditors. Thus. the position
of a party to the agreement as the licensor devolves
en bloc, alonl with those obligatory rights and
obligations which are inseparably integrated with .the
position of the licensor. including those obligatory
rights and obligations on which an agreement prohibiting
assignment has been specifically made. Industrial
property rights and copyrights on license agreements
are not personal. and therefore are transferred en bloc
in the same manner as the general inheritance. Also
they are subject to the same provisions of inheritance
under the Japanese Civil Code.

Note 9: Under the Japanese Law. if heirs are unidentifiable
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(Article. 951 of the Civil Code). procedures shall be
folluwed to look for heirs (Article 958 of the Civil
Code). and the inheritance shall beregar~ed as a
corporation to be controlled by all administrator
(Articles 952 through 954 of the Civil Code). If there
is no person claiming to be an heir within the period
prescribed by the Civi I Code. the inheri tance wi II
generally belong to the National Treasury (Article 959
oft he Ci v i I God e). The Japan e s e . Pat en t Law and
Copyright Law provide. however. that. if heirs do not
exist at the time of death of the decrea~ed. the
abovementioned rights terminate rather than vest
in the National Treasury (Article 76 of the Patent Law
and Article 62 of the Copyright Law). Such exception
to the Civil Code is provided to make the patented
privileges freed from the monopoly. for the benefit
of the public. and to allow cultural assets previously
under the copyright protection to ·be fully utIlized.

Note 10: Refer to. for example. Commentary on Copyright Law.
Totally Updated. by Moriyuki Kado. p.307.

CONCLUSION

In the foregoing. we have introduced software license
agreement as an example to discuss impacts upon the licensee of
transfer of property rights on which the license is based as well
as the transfer of the license agreement itself. In particular.
we have ~iscussed cases of assignment of rights by the licensor,
bankrUPtcy of the licensor, merger or acquisition involving the
licensor. and death (Lnhe r i t ance) of the licensor. if a natural
p er s on.

Under apanese Laws. drafting 0 a license agreement will
require careful attention to the following matters:

(D If the I icensor assigns its rights under a license agreement
to a third party (e. g. assignments in general and assignments
effected through a trustee in bankruptcy). the licensee may
not prevai I against that third party (e. g. wi th respect to
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use of the licensed intellectual property right).
Among other things, in the case of copyright in which the
means of registration of the licensee's right to use it is
not available, the status of the licensee remains uncertain.

(2) As the result of transfer ofa I icense agreement. which provides
for maintenance service on software, the licensee may not be
able to receive the maintenance service substantiailyto the
same extent as before, or the maintenance service available
may····liisu lfstlintiarry····iDTerfiifj'······iiiquarrTYTiiffiiioniioeJore.

For the purpose of exercising control over assignment of
a I icense agreement. it would be effective and binding to
stipulate in ita prohi bi tion of its assignment or requirement
of prior consent of the other party. There are no valid

. measures which could be effective against disposition of
the property by the. trustee in bankrupTcy.

(3) Bankruptcy of the licensor involves the question of whether

the trustee in bankruptcy can terminate a license agreement.
(4) En b~oc succession of business entity. including license

agreements, as in the case of merger. does not legally cause
an·y change in the status of the licensee, however a change
in thi licensor may develop.

(5) If, in the event of death of an individual licensor, heirs are
not present. the status of the I icensee under the license
agreement will be extinguished in the absence of an- agreement
defined otherwise.

The foregoing represents a summary of our discussion of fiow
Japanese Laws would be construed if given circumstances take place.
I t wi II be necessary in the future to study wayS and means of
preventing the status of the licensee from being jeopardized and
of assuring the licensee to continue his or her business under
that license; issues which are contractual arrangements are of
no help; and differences in approaches between Japan and the U. S. A.
must be studied in a more detailed manner.
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Acquiring Rights to Computer Programs

When transferring rights in computer programs, the completeness ot.the contract and

diligence in the preliminary investigation of the rights of the owner can have a

significant impact on the success of the transaction. For an acquiring party of

computer programs, it is necessary to establish that the rights in the computer

programs are assigned or conveyed either free and clear of competing claims, or with

the knowledge that such claims exist. These claims can take the form of preexisting

ownership rights or existing license rights.

When transferring computer programs,. the agreement between the parties should

provide for the necessary warranties and representations as to what rights are being

transferred. Assignmentof the appropriate copyrights, trade secrets and patent rights

should be clearly provided for with the assignor further warranting that no default has

occurred with respect. to any existing licenses that rnav jeopardize the assignor's

intellectual property rights. Further, the assignor should warrant that the program has

not been lost to the public domain as a result of abandonment or neglect.

"i Notwithsti:lnding having the necessary warranties and representations, the potential

assignee should conduct due diligence in verifying that marketable title exists. If the

software has been registered as a copyrighted work, a search of the copyright office

records may disclose possible prior assignments or security interests. Also, a state

U.C.C. lien search may uncover security interest as well.

If the employees of the assignor or third party contractors are involved in the

development of the software, the assignor should document that it has obtained the

such has occurred. This is of particular importance with respect to copyright interests

as the work for hire doctrine becomes more contentious and litigated in the courts.

Government funding agreements and university patent policies can also affect the

ownership in software to the extent that if the government or a university fund part
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I
I) or all of tor the.sottware d''''opm,nt,th,y mav have residual ,Igh" In the software.

I~

I
Even without the above express warranties, there may be an implied warranty of title

and of fitness for the intended use under a the particular state's Uniform Commercial

Code Law. See U.C.C. Sec. 2-312 (1 )(a), 2-312(3) and 2-315. It is important to note,

.~bQw~Y~r,Jba'twbJI~.Jb~....s.al.!tQ.tCQmPutechardware..is~.coveredbyArticle...2....of.the, ... ~

UCC, it is not so clear whether the sale of software is equally covered.

y)

II

The agreement between an owner and acquirer of a computer program should include

also the assignments of any end user license agreements under which the owner has

authorized customers to use the program, and any marketing agreements under which

the seller has obtained the right to include other parties' software components in the

program.

Acquiring Copyrights in Computer Programs

Principles of contract law are generally applicable in the construction of copyright

assignments and licenses, and hence, the focus is on the manifested intent of the

parties. If an assignment for instance does not contain certain essential terms, it may

be held void for indefiniteness. Additionally, ambiguities will be resolved against the

party preparing the instrument of transfer. This can lead to the conclusion that in the

absence of clear evidence of a contrary intent, where an assignee has prepared the

assignment, rights not expressly granted to the licensee will be held to be reserved

by the assignor.

The ownership of copyright in a computer program as in other copyrighted works,

may betransferred in whole or in part by means of conveyance or by operation of

law. 17 U.S.C. Sec. 201 (d). Any transfer other than by operation of law, however,

must be in writing and signed by the assignor or its authorized agent. 17 U.S.C.
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§204. A "transfer of copyright ownership" consists of an assignment, mortgage,

exclusive license, or other conveyance ..... but does not include a nonexclusive license

17 U.S.C. Sec 101. No consideration is necessary to effectuate a transfer of

ownership which does not purport to require such consideration. Nimmer, Section 10

03 [AI (1992).

An assignee may register such assignment with the U.S. Copyright Office with the

resulting registration constituting prima facia evidence of the validity of the copyright.

17 U.S.C, §410(c). Registration of the assignment in the Copyright Office further

provides constructive notice of the assignment and the facts stated in the recording

document.

With respect to priority of rights, a first-executed transfer or assignment will always

prevail over a later executed conflicting transfer if the prior transfer is properly

recorded in the Copyright Office prior to the time that the subsequent transfer was

recorded or within the statutory period of one month for a U.S. citizen and two

months for a foreign Citizen from the execution date of the transfer. If the first
................•.•.

transferee fails to record and register. either prior to the. recordation of the subsequent

transfer or within the statutory grace period, then such prior transfer will be voided

as against the subsequent transferee. if the subsequent transferee is without notice

of original transfer and the subsequent transferee has paid valuable consideration.

Because of the grace period to record an assignment, it is impossible at the moment

of execution. of a transfer for an acquiring party to be certain that it is acquiring the

purportedlytransferred rights, since it remains possible fora period of one month (two

months for a foreign resident) thereafter that a prior transfer will be recorded which

program, either by assignment or purchase, the acquiring party should check the

Copying Office's registration for prior transfers and then if any question arises as to

the potential for loss of rights, the assignment or sale should be contingent on the

expiration of the grace period with no registration appearing to a third party regarding
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the computer program in question.

In the unique situation where a computer program created prior to 1978 is being

assigned today, the ownership rights will turn on the validity of grants executed pre

1978. It, therefore, remains important to consider the pre 1978 formalities required

in connection of both statutory and common law copyright. By way of

example, a common law copyright assignment did not have to be in writing,. but rather

could have been oral or implied from conduct.

.Assignment of License Rights

Recording of transference of copyrights other than an outright assignment is also

permissible for providing constructive notice. Upon proper recordation in th.~Copyright

Office, there is constructive notice of the facts stated in the documents pertaining to

a copyright, regardless of whether such document consists of an assignment an

exclusive license or non-exclusive license. 17 U.S.C. §205. Hence, a licensee may

record its license in order to assure its seniority to subsequent assignments by the

licensor.

Because an exclusive license is defined as a "transfer of ownership" under Section

101 of Title 17 of the U.S. Code and Section 204(a) requires that a "transfer of

copyright ownership" be in writing to be effective, any assignment of an exclusive

right in a computer program must be preceded by a written license to the assigning

party from the owner of the computer program. Freedman v Select Information

Systems, Inc. 221 USPQ 848 (N.D. Ca. 1983). A transfer of copyright ownership

includes exclusive licenses, whether or not it is limited in "time or place of effect." 17

U.S.C. §101. Thus, an exclusive license. even if limited to a time period or geographic

area is equated with an assignment and can be reassigned by the exclusive licensee.

17 U.S.C. §201 (d) A perspective transferee of a licensee's "exclusive" rights should,
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therefore, verify the extent of the licensee's exclusive rights as they may be limited

in breath and scope. For example, the acquisition of all right, title and interest in the

exclusive right to make and distribute copies will not entitle the transferee to create

derivation works base on the software being acquired.

Because a non-exclusive license is not considered a "transfer of copyright ownership"

the license need not be in writing to be effective. However, state statutes regarding

Statute of Frauds may invalidate such a license extending more than one year without

. a written document evidencing the license. Also distinctive from an exclusive license,

a non-exclusive licensee of a computer program may not resell or sublicense its rights

unless there is an express authorization to do so from the owner/licensor. Additionally,

nonexclusive licenses are revocable absent consideration provided by the licensee.

A non-exclusive licensee may register its license with the Copyright Office resulting

in constructive notice of this license. The non-exclusive license, however, whether

recorded or not, will prevail over a conflicting transfer of copyright ownership if the

license lsevidence by a written instrument signed by theovvnerof the fights licensed.

17U.S.C. §205(e). Thus, unlike with exclusive license or assignment arrangements,

a non-exclusive licensee need not record the license to preserve its senior rights to a

successor of interest in a computer program.

Mergers and Acquisitions

There are two approaches to acquisition of a company's assets. One involving the sale

...............olthe.business.bytransferofownership.rightsin·a···corporation·Yiaastocktransaction .

and the other through an asset transaction. A sale of the corporation stock

automatically carries with it all the assets and liabilities associated with the business

to the extent held by the corporation. An asset transaction requires that each of the

assets and liabilities be identified and transferred individually.
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If an acquiring party is purchasing the stock of an entire company which is the holder

of one or more software licenses, the acquiring party would receive the benefit of

these licenses as it steps into the shoes of the acquired party. This would be true

even if there were language in the respective license stating that the respective

license is not assignable. However, if their does exist explicit language prohibiting

"-assignrnent-of4he-,license-rights,the-rightstothe"'acquiringbusiness·wouldbelirnited---

to the business entity being acquired.

If an acquiring party is purchasing only the assets of a company which assets include

software licenses, then the ability to assign such licensed software would depend

upon whether there was an explicit prohibition to such assignment. If there is such

a prohibition, then the acquiring party will not receive the benefit of the license.

Typically,assignment provisions which provide for the non-assignability of the license,

do permit assignment to an entity which is purchasing all or substantially all of the

licensee's business assets.

Hence, a purchase and sale agreement of a company and/or its assets should contain

extensive warranties by the seller as to marketable title to both the tangible software

assets and the intellectual property rights associated therewith. Also included in the

agreement should be provisions addressing the ownership by the seller of all

necessary rights, the procedures used by seller to preserve copyrights and trade

secrets in the software, the adequacy of personnel agreements to vest in the seller

all rights arising out of development and the absence of any infringement claims. The

seller should warrant that the technical documentation is adequate to enable the

buyer's programmers to use and maintain the software programs either being used by

the business or being marketed by the business. Also, there should be provision

addressing third party components included in the software and for assigning if

possible third party software licenses.
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, FAIR USE

A. Fair Use is a limitation on exclusive rights as set forth under the Copyright Act

of 17 U.S.C. 106, 106A. The Fair Use doctrine is an equitable rule of reason Sony

Corp. of America v. Universal Studios. Inc. 220 UPQ 665 (US Sup. Ct. 1984).

B.Therights under 106 are:

reproduction;

preparationoLderivative works based on the copyrighted work;

distribution of the copyrighted work to the public by sale or other

transfer of ownership or by rental, lease, or lending;

to perform the. copyrighted work publicly;

to display the copyrighted work publicly.

Section 106A gives the author of a work of visual art to certain "moral rights."

C. The rights in 17 U.S.C. 106 and 106A are subject to and permitted fair use of

teaching (including multiple copies for classroom use), scholarship, or research, 17

U.S.C. '107.

These purposes (listed the preamble of 107) "such as criticism, comment, news

reporting, teaching (including multiple copies for classroom use, scholarship, or

research" is illustrative and not limited, 17 U.S.C. 101.
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D. Fair use is a determination made by considering the statutorily enumerated

factors of:

1. The purpose and character of the use, including whether such use is of a

commercial nature or for nonprofit education purposes;

2. the nature of the copyrighted work;

3. the amount of substantiality of the portion used in relation to the

copyrighted work as a whole; and the effect of the use upon the potential

market for, or value, of the copyrighted work. 17 U.S.C. 107.

E. The fact that the work is unpublished shall not in itself bar a finding of fair use

if such findindis made upon consideration of all of the above factors.

F. Cases illustrating court's interpretation of "fair use" in connection with

electronic works and other relevant works illustrate the scope of fair use permitted

copying.

1. A video game enhancer would constitute fair use since it was used for

private home enjoyment and is not for commercial, non-proflt activity. Lewis

Galoob Toys. Inc. v. Nintendo America. 20 USPQ 2d 1662 (NDCA 1991).

2. The use and sale of a pirated computer chip containing 8 television

encryption technology and used to descramble programming is not fair use.

The computer chip was used by the rightful owner for the commercial purpose

of sale to subscribers. In this case, the defendant's use was for flagrant

commercial purposes, specifically for reception of scrambled television

programming without payment. This use found to directly injure commercial

1. Publication requires distribution to the Pu.blic; Section 101. The House Report explains "publlc"
as persons under no restriction to disclosure of the work. H. Rep. p '38.
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present and future markets .. Cable/Home Communications Corp. v. Network

Productions. Inc" 15 USPQ 2d 1001 (CA 11 1990).

3. A computer program made from a copyrighted work and designed for the

same purpose as the copyrighted work was not fair use. The Court found the

works substanttallv similar. The unauthorized use was commercial and there

was a likelihood for future harm to the market value of the copyrighted work

Kepner-Tregoe. Inc. v. Leadership Software. Inc., 22 USPQ 2d. 1788 (SO

Texas 1992).

4. Copying for the purpose of scientific research is fair use where the most

prominent feature of copying is to supersede the original and multiply its

presence American Geophysical Union v. Texaco. Inc., 23 USPQ 2d 1561

(SONY 1992). Scientist's research using unauthorized copies was for

commercial gain is the fair use. However, if the other factors clearly indicate

that secondary use is fair, then any deprivation of royalty revenue may playa

very. little role in analysis. The fair use inquiry is highly. fact-specific and
...........••..........

whether anyone factor dominates depends on case,

5. Two cases dealing directly with computer.products are Atari Games Corp.

v. Nintendo of America. Inc., 24 USPQ 2d .. 1015. (CAFC 1992) and Sega

Enterprises Ltd. v. Accolade. Inc., 24 USPQ 2d. 1561 (CA91992).

In the Nintendo case, Nintendo designed a program (1ONES) to prevent the

Nintendo Home Video Game System (NES) from accepting unauthortzed game

The NES contained a master The

Nintendo cartridges contained a slave chip or key. Through this lock and key

arrangement, the Nintendo's 10 NES program controlled access to its NES

console. Atari made a direct copy of the Nintendo's 10 NES Program. The

Court did recognize reverse engineering of object code to understand

unprotected ideas in a computer program is fair use:. Thoseelements of a work
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that are not original, for example, facts and materials in the public domain may

be copied as long as the author's original contribution is not unfairly

appropriated. However fair use does not extend to profit from replicating

protected expressions (i.e, expression protected under the copyrighted Act).

Disassembly or engineering untainted by use of an illegal copy of the

program and necessary to understand the principles and operations of a

program is fair use. Accordingly, disassembly of computer chips in rightful

possession to learn unprotected ideas and processes and to not to copy

protected elements, would be fair use. However, commercial exploitation of

misappropriated protected expression would not be protected by the fair use

doctrine.

6. In the other computer case, the approximately at the same..tirne as the

Atari case, Sega Enterprises, Ltd. v. Accolade, Inc" 24 USPQ 2d. 1561 (CA9

1902), found fair use to cover disassembly for the understanding of

unprotected functional elements of the program. This case like the Atarl case,

involved use of unauthorized game cartridges in a console. However, unlike

Atari which made. a direct copy of the program, Accolade used a two-step

process comprising reverse engineering and testing, In the process, Accolade

purchased the Sega Genesis console and three game cartridges, wired a

compiler into the console circuitry and generated print-out's of the resulting

source code, The Accolade engineers then studied the print-out'sin order to

identify areas of commonality between the three authorized game programs.

This disassembled code was then used through experimentation to discover the

interface specifications for the Genesis console. The second step in the

process was experimentation involving modifying the programs and studying

the results. As a result of the reverse engineering process Accolade created a

development manual incorporating the information discovered about the

requirements of a compatible game, The manual contained only functional

descriptions of the interface requirements and did not include any of the parts
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of the original code.

In the second stage, Accolade created its own games for the console

relying upon the interface specifications it had obtained in the first stage. As

a further refinement, a small segment of code containing 20-25 bytes of header

data was added to the console used in the power up sequence. This amount

of header data is relative to 500,000 to 1,500,000 bytes. This header of

approximately 25 bytes was copied directly by Accolade.

From this set of facts, the Court found disassembly to discover

unprotected aspects of a program is permissible under the fair use doctrine.

The Court found the Copyright Act intended to promote growth and new

expressions based on dissemination of other creative works and their

unprotected ideas. Accordingly, where disassembly is the only way to gain

access to ideas and functional elements embodied in copyrighted computer

programs and where there is a legitimate reason for seeking such access,

disassembly is fair use.

This case illustrates the equitable balancing of the four factors in fair use

(see D. above). The Court found the first, second, and fourth factors weighed

in favor of Accolade while the third factor weighed against Accolade.

Accordingly, the court found the weight of evidence in favor of Accolade.

Further, the court emphasized the underlying policy of the Copyright Act to

secure a fair return for an author's creative effort and to encourage the limited

purpose of Copyright Act. This purpose is stated as the production of original

ideas; facts, -arid turictlcriatcchcepts inthe public dOmain fbr'others to build

upon. Id. at 1573, 1574.
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BANKRUPTCY

I. OvervieW

A. U.S. Constitution, Article I, Section 8, grants to Congress the power to

"

B. Current bankruptcy law passed under authority of the U.S. Constitution

.is the Bankruptcy Reform Act of 1974, Public Law 95-598, Title 11 of

the United States Code, as amended in 1984 conferring all bankruptcy

jurisdiction on Federal district courts.

C. The Bankruptcy Code is in eight chapters; 1, 3,5, 7, 9, 11, 13,15.

D. Chapter 3, Section 301 et.seq, deals with "Case Administratlon" and the

initiation of a bankruptcy case.

E. For example, a voluntary case may be filed under Section 301 by fi.'ing

a petition constituting an Order For Relief.

F. Once a petition is filed, all actions based on claims arising before the

filing are stayed. This stay applies to all pending cases and any new

cases which could have been filed. Section 362. (Certain exceptions are

made for support and criminal actions).

G. In 1985 the Court of Appeals for Fourth Circuit decided:

1. Licenses constituting continuing obligations for license or licensees

such as notice, forbearance and accounting and payment of

royalties, demonstrate an executory agreement as to both parties

and is within Section 365(a). Lubrizol Enterprises. Inc. v.
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1. The Bankrupt's Trustee may elect or reject the license agreement
, '

(same as before).

Richmond Metal Finishes, Inc., 226 USPQ 961, 962 (CA4 1985),

H. Executory agreements under the Bankruptcy Code Section 365 (a) may

be rejected by the Bankruptcy Trustee. In this case, the Trustee for the

bankrupt Richmond Metal Finishes rejected its licensing agreement with

licensee Lubrizol, id. at 961 .

I. The purpose of Section 365{a) is to allow the Bankruptcy Trustee to strip

technology from the licensee and sell it under more advantageous terms

to another.

J. In response to the Lubrizol ',,5e, Congress passes the Intellectual

Property Bankruptcy Protection Act in 1988.

K. The main points Of the Act are:

2. If the Trustee rejects the license agreement and the licensee is

satisfied with that rejection, all licensee obligations are terminated

(in most cases). If the licensee is dissatisfied, it may retain its

rights in "intellectual property" under the license agreement, as of

the time of filing the petition. Paragraph Section 36g (n)(1 )(A).(B).

3. If

for the duration of its term. However, licensee must make all

payments due. 365 (n)(2).

4. The Trustee must provide all of the Intellectual Property to the

licensee, but the Trustee shall not be obligated for any act of
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specific performance required under the agreement. 365(n)(4)(B);

365(n)( 1)(B).

5. Intellectual property means:

a. trade secrets

b. inventions. processes. designs under 35 USC

c. patent applications

d. . plant varieties

e. works of authorship under Title 17

f. mask works protected under Chapter 9 of Title 17. 11

U.S.C. 101.

6. Agreements protecting licensee's technology rights:

a. Source Code Escrow Agreements:

The escrow agreement places licensed technology in

possession of a third party escrow agent for use by licensee

upon conditions.

b. Source Code Trust Agreement:

The trust places ownership of the technology in the trust for

use by licensee upon conditions.

c. Essential Terms:

(1) Description of The Escrow Agency or Trust:

(2) Release Events

Breach of license
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Rejection of Iicenseagreemem

Failure to meet scheduled maintenance

milestones.

7. Escrow and trust agreements for source code and other technology

are available from publishers of legal material.

(5) Failure to meet all terms of escrow or trust

agreement is a material breach of the license

agreement.

orescrow

Termination of the licensor's business or sale of

licensor's assets related to the business and

which are necessary to meet its obligations under

the license agreement.

Failure of bankruptcy trustee to assume the

license agreement within 15 days of filing of a

petition or to perform the license agreement under

the meaning of Sections 365(a)(4)(i)

Right to

deposit.

(3) Self-help
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It sometimes happens. in the developing countries that, for
protection of their domestic industries, foreign companies are
subjected to various restrictions when entering into knowhow
license agreements or patent license agreements with indigenous
companies.

In this paper, we report on regulations to which we should
pay attention when entering into license agreements with Asian
countries, particularly, China, Taiwan and Korea.

We will also compare regulations among those countries and
discuss points requiring particular attention.
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Legal Restrictions on Licensing
or Transferring Technology in Asian Countries

1. Preface:

In many of advanced countries, introduction of technology

from abroad is liberalized. Although careful consideration must
be given to any statute which controls any business activities

incompatible with free competition in the market (e.g. unfair

competition prevention law), it can generally be said that there

are no statutes prohibiting technology transfer itself.
To the contrary, in developing countries , it is rather

likely that certain restrictions are imposed on technology
transfer from abroad, with a view to protecting and developing

domestic industries .or to preventing foreign businesses from
forcing unfair terms of agreements upon domestic companies,

taking advanta.ge of a superior position as licensor.
Some of those restrictions occasionally seem to be hard to

licensors. When transferring technology to developing countries,
licensors in advanced countries should study and become fully

transfer technology.

This paper will study regulations applicable to technical
'license agreements to be entered into with businesses of Asian

countries, particularly China, Korea and Taiwan.

2. Regulating Statutes of Asian Countries:

2-1 China:

~!I~!leL mlod.er'nization is advanced in four fields
consisting of manufacturing industries, ,agriculture, scientific

technology and military. Technology transfer from abroad is
playing a significant role in the promotion of its modernization
policy.

For this, reason, China has established and/or improved its

patent system and statutes applicable to technology transfer in
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order to accelerate needed technology transfer from abroad and to

place certain restrictions to prevent the technology transfer

from operating as undue restrictions on its own economic

structure.

(2) Regulations in China:

Statutes regulating technology transfer in China are

(i) "Technology Transfer Agreement Control Ordinance" ("Control

Ordinance") promulgated in May 1985 and, as its enforcement

regulations, "Enforcement Regulations for the Control

Ordinance" promulgated in January 1988; and

(ii) "International Joint Venture Enterprise Act," promulgated in

July 1979, which regulates joint venture enterprises owned

by Chinese and foreign enterprises, and "Enforcement

Regulations for International Joint Venture Enterprise Act,"

promulgated in September 1983.

In the Special Economic Districts and the Economic

Technological Development Districts, such as Shamen and

Kuangchou, in addition, local statutes such as the "Shamen

Special Economic District Technology Transfer Regulations"

( "Shamen Regulations") and the "Kuangchou Economic-Technological

Development District Technology Transfer Provisional Regulations"

have been enacted since before promulgation of the Control

Ordinance.

Although these local statutes have provisions mostly

corresponding to those of the Control Ordinance, there are some

differences between the local statutes and the Control Ordinance,

in which event these local statutes are effective to such extent

that they are not contradictory with the Control Ordinance. In

the event of technology transfer to these territories, these

local statutes will also have to be carefully' studied.
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(3) Outline of regulations:

(a) Filing of application for approval:

(i) Written statement of intention to introduce technology

from abroad and feasibility study report will be

(ii) After examination by the competent authorities, their

consent to a license agreement will be obtained.

According to Article 2 of the Control Ordinance, an

application for approval must be filed with competent authorities

when entering into any technology transfer agreement which

include agreements on transfer or licensing of industrial

property rights, technical knowhow licensing agreements and

technical service agreements.

The competent authorities with whom the application for

approval must be filed include the Department of Foreign Economy

and Trade, and those provinces, autonomous districts and special

economic districts to which the Department of Foreign Economy and

Trade has delegated its powers (Article .5 of the Enforcement

Regulations for Control Ordinance).

Procedures from filing of application to the grant of

approval are outlined below:

approval of the license agreement so

will be submitted to competent

Application for

entered into

A license agreement will be enteredil1t6 in wdtten

between the parties thereto.

30 days of the date on which the license agreement was

entered into (Article 17 of the Enforcement Regulations

for Control Ordinance.

(iii)

(iv)

(v) The· competent authorities will

disapprove the application within

either approve or

60 days of the date
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on which it accepted the written application. Any

application with respect to which no response is given

by competent authorities within the above period will

be regarded as having been approved (Article 19 of the

Enforcement Regulations for Control Ordinance) ..

(vi) Technology Transfer agreement become effective as of
«< ««<"< < < «««««««<

(b) Warranties of licensor:

Transfer of technology to China involves such heavy burden

of warranties imposed on licensors as cannot be expected in any

license agreement in the western < nations. The warranties imposed

on licensors will be classified into the one on intellectual

property right and the one on technical effects:

(i) Warranty on intellectual property right:

Article 6 of the Control Ordinance and Article 11 of the

Enforcement Regulations for Control Ordinance require a licensor

to warrant that:

the licensor is the lawful owner of the technology to be

transferred;

the licensor has qualified authorities to transfer the

technology;

if a suit is brought by a third party for infringement ,of

intellectual property rights with respect to the technology

transferred, the licensor will defend it; and

if an infringement of intellectual property rights is

established, the licensor will be liable for economic

damages sustained by the licensee.
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As a result, when licensing a patent, the licensor is

required to warrant that .the patent involved is valid and,
depending on circumstances, the licensor may well be required to

warrant validity of the.patent as of the time the agreement is
entered into as well as for the future.

The term, "economic damages sustained by the licensee,"
includes not only damage award in the lawsuit but any damages

sustained by the licensee resulting from unavailability of using

of the transferred technology. Since the warranty of this type

involves possibilities of a huge amount of damages forced upon

the licensor, oftentimes licensor hesitate to enter an technology
transfer agreement.

(ii) Warranty on technical effects:

Article 6 of the Control Ordinance requires the licensor
"to warrant that licensed technology is complete, free of any
defects, effective and capable of attaining the technical
objectives provided for in the license.agreement." Article 9 of

the Enforcement Regulations for Control Ordinance also provides,
the licensor shall warrant that technology, documents . and···

materials furnished by it are complete, accurate and effective

and capable of attaining the technical objectives stipulated in

the license agreement.
While knowhow license agreements often involve a warranty on

technical effects in most of the countries, such warranty is

required in patent license agreement as well in China. It
depends largely on basic engineering ability of the licensee

whether or not intended effects may be produced with successful
manufacturing of products of quality as contemplated. For this

··reason,· ·itwill.be ve;ryimportant , before.:you.agree.to.de.taiIs..of .

what you undertake to warranty, to make yourselves fully

familiar, by visiting plants in China or otherwise, with basic

engineering level of licensees-to-be and the plantenvironrnents
which could affect the expected technical effect, such as stable

supply of electricity and raw materials, water supply and

drainage.
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(c) Restrictive provisions:

Article 9 of the Control Ordinance sets forth the following

restrictive provisions of license agreements:

(i) Paragraph 1 (tie-in provision):

any collateral condition which is irrelevant to the technology

transfer. For example, any provision, in which, a licensor

require a licensee to purchase any technology, product or

equipment which is not necessary for the technology transfer,

taking advantage of its position as a licensor, is prohibited.

(ii) Paragraph 2 (Restrictions on purchase of raw materials or

parts):

A licensee must be free to purchase raw materials, parts and

equipment from·other sources at its oWTlwill.

(iii) Paragraph 3 (Restrictions

transferred technology):

on im.o.rovements in

Any provision restricting licensee's technical

improvements or technical developments on the transferred

technology is prohibited.

(iv) Paragraph 4 (Restrictions on introduction of competitive

technology) :

Any provision restricting introduction of competitive

technology by a licensee from other sourCes is prohibited.

In Japan, such provision is lawful in the case of exclusive

license agreement. In China, any provision restricting use of

competitive technology is not allowed even though under exclusive

license agreements.
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(v) Paragraph 5 (Grant-back provision):

(vi) Paragraoh 6 (Restrictions on guantity of production or sales
price) :

Any prov~s~on restricting quantity of production or sale or
restricting production to popular type goods is prohibited. Also,
it is regarded as unlawful and prohibited to restrict sales price

or resale price.

Paragraph 7 (Restrictions on ourchasers or export):

areprovisions

exchanging of

prohibited. As a

in improvement technology vests in the improving
12 of the Enforcement Regulations for Control

Any provision preventing parties from
improvement technology on an equitableba$i$ is

result, free "grant-back" and "assign-back"
prohibited.

Ownership
party (Article

Ordinance) .

(vii)

or on export of licensed products is prohibited.

Restriction on exports to those countries or territories, in
which a licensor already has an exclusive license agreement or

exclusive agency agreement with third party may be provided,
however (Article 14 of the Enforcement Regulations for Control

Ordinance) •

(viii) Paragraph 8 (Prohibition of use of transferred

technology after termination of license agreement):

Use of transferred technology after expiration of the
agreement can be prohibited where the agreement incluqes patent

rights.
If the transferred technology is knowhow, a knowhow license

agreement is not construed as automatically prohibiting the

licensee from use of the knowhow after expiration of the
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agreement (Article 15 of the Enforcement RegUlations for Control

Ordinance), possibly because a know how license is taken as
assignment of knowhow in China.

(ix) .Paragraph 9 (Payment of license fee under expired patents):

No payment of license fee may be claimed againSt licensees

In other words, the minimum royalty provision may not be
included in any license agreement with any Chinese party, in that

it amount to requiring license fee for patents not actually used.

(d) Royalty:

Provision on royalty is provided for under the

International Joint Venture Enterprise Law. It requires that the

license fee be fair and reasonable, and generally on a running
basis, with rate thereof not to exceed the general international

standard.
The rate of license fee actually in use generally range

between 2% and 3%, It is very unlikely that it exceeds 3.5% ..
Payment of license fee may be made on the basis of running,

lump sum or installment payment. The minimum royalty provision
may not be incorporated in a license agreement, as referred to

previously.

(e) Confidentiality:

The term of confidentiality shall not generally exceed the

term of the license agreement.
If, for any particular reason, the term of confidentiality

needs to exceed the term of the license agreement, the term of
confidentiality in excess of the term of the license agreement

may be provided by specific reference to it in the agreement form
and stating the reason therefor at the time of applying for an
approval (Article 13 of the Enforcement Regulation for Control

Ordinance) .

297



(f) Submission of prior license agreementS:

Article 12 of the Shamen Regulations, for example, states

that, if a licensor has previously transferred to a third party
technology which is being transferred to a licensee, the licensee
is entitled to request the licensor for a duplicate copy of that

technology transfer agreement previously entered into with the

third party. Thus, a prior license agreement which is
confidential be tween the parties may be forcibly exposed to
third parties.

(g) Term of license agreement:

Generally, the term of a license agreement may not exceed

ten (10) years (Article 8 of the Control Ordinance).
If the term of a license agreement entered into exceeds 10

years, an application for approval thereof must be filed and
notification thereof made with the competent authorities, with

full description of circumstances requiring it, at the time when

the application for approval of the license agreement is filed
.. (Ar.ticle .... 21 of. the Enforcement . Regulations for Control·

Ordinance) .

C
j

(1) Regulations in Korea:

2-2 Korea

Technology transfer into Korea is regulated under
Anti~monopolyAct and Foreign Capital Introducement Act. In this

section, we will discuss restrictions on technology transfer into

,__, ,__ ,_l$g,!"~-~_,' __,,,.__,;W'4..:tJl,_,_,-,__~,ml?-b.s_'§_!J~ Q,n. ,..,1;_ll,Q_.§.~_",;._P_Q_~};_~·J::>,n§A_' .pf__"__ ,_,t_b_e,,, J$_:t;_~ __tp,:t..,e_$,. ",whl,c,h.. __,. --" "_'''~-'_'- __ '_''__

relate to technology transfer agreements.

The purpose of the Anti-monopoly Act is to encourage fair
and free competition and promote the sound development of the
national economy by preventing abuse of controlling position of
enterprises and excessive concentration of economic power and by

regulating unreasonable restraints of trade and unfair trade

298



activities. With the idea as outlined above, various kinds of

control are in effect. With respect to international agreements,

Article 32 of the Anti-monopoly Act states that any enterprise or

any association of enterprises shall not enter into an

international agreement involving unreasonable restraints of

trade, unfair trade activities or resale price maintenance

.~~c:tivities. It designate!,;. ~~seven.t:xel3fl.. "~ of
agreements including the technology transfer agreement, as being

subject to control under the Act. The Fair Trade Commission

announced in 1990 the Guidelines for Unfair Trade Activities with

respect to International Agreements (hereinafter, "the

GUidelines") as guidelines for such international agreements.

The technology transfer agreement is examined under Article 5 of

the Guideline.

(2) Outline of regulations:

(a) Report of international agreements:

(i)

(ii )

(iii)

In the event an enterprise or an association of

enterprises enter into an international agreement, he

shall report to the Fair Trade Commission thereof

within 30 days of the date on which it is entered into

(Article 33 Para graph 1 of the Anti-monopoly Act).

Any technology transfer agreement, payment of

consideration of which is to be made by means of

foreign currency and term of which exceeds three years

shall be reported to the Fair Trade Commission.

In the event any person or entity, entering into an

international agreement which is required to be filed,

has failed to file such an international agreement

within 30 days of the date of the agreement into or has

made a false report, such a person or entity shall be

liable to a fine.

299



(b) Contents of the Guideline

The following activities constitute unfair trade activities

under the Guideline.

(i) Article 5 (1) of the Guideline -- Restrictions on purchase

of raw materials and components:

Unjustly imposing any obligation on licensee to purchase

from the licensor or any person or entity designated by the

licensor raw materials or components necessary for the

manufacture of products produced with technology furnished by the

licensor. However, such cases are excluded where the

effectiveness of products based on licensed" technology cannot be

guaranteed unless licensee purchases the raw materials or

components from licensor or any person or entity designated by

the licensor, or the raw materials or components are patented

products of the licensor, or the raw materials or components are

based on knowhow of the licensor.

export:

Providing any territory to which licensee is prohibited to

sell or export contract products, or licensee is required to get

a prior approval of the licensor when licensee sells or export

contract products. However, such cases are excluded where

restricted area falls into within one of following paragraphs:

The licensor has a patent on contract products;

The licensor is constantly conducting sales activities in

respect of the contract product;

The licensor has granted an exclusive license to a third

party; or
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The licensor is restricted to export products in question

under any statute of licensor's country.

(iv) Article 5 (4) of the Guideline -- Restrictions on handling

of competitive goods or technology:

Restrictions on handling by the licensee of competitive

goods or employing competitive technology during a certain

specified period following expiration or termination of the

(v) Article 5 IS) of the Guideline -- Restrictions on handling

. of competitive goods or employing technology after

termination of the license agreement:

Article 5 (3) of the Guideline -- Restrictions on the

sales agent or distributor through which sales are

made, sales guantity or sales price of the licensee:

(iii )

which sales are made, sales quantity, sales method, sales price,

or resale price of the licensee in respect of the license

product. However, the above restrictions are allowed where

licensee is allowed to export to the territory falling within one

of the paragraphs i), ii) or iii) mentioned in Article 5 (2)

above.

Making it obligatory ·for the licensee not to handle any

goods which are in competition with contract goods or not to

employ technology which is in competition with contract

technology during the term of agreements. However, such case is

excluded where licensee is granted exclusive license. Even if in

the case of exclusive license, it falls under unfair trade

activities that licensor imposes any restrictions on licensee on

handling any goods or employing· any technology which has been

already handled or employed by licensee before the agreement is

made, or licensor withhold its right to use the licensed

technology in the licensed territor~es.
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license period. However, such restrictions are allowed and may

continue for the original license period in the event the

agreement is early terminated by licensor for reason attributable

to the licensee.

(vi) Article 5 (6) of the Guideline -- Prohibition of use of

knowhow after termination of Agreement:

Prohibition of using knowhow after the license agreement is

terminated, except where such termination is the result of a

cause attributable to the licensee.

One-sided determination of a license fee by the licensor,

without a calculation formula expressly set forth in the license

agreement.

(vii)

(viii )

Article 5 (7) of the Guideline -- One-sided calculation

of license fee:

Article 5 (8) of the Guideline -- Reguirement. for

Requirement for payment of a license fee on products other

than contract products.

(ix) Article 5 (9) of the Guideline -- Delay in furnishing

technology without justifiable reason:

Failure to furnish contract technology over an unreasonably

long period without justifiable reason after the effective date

of the license agreement or prepayment of the license fee.

(x) Article 5 lID) of the Guideline

advertisements or publicity:

Obligation to pay for

Imposition on

predetermined amount

the licensee of obligation to pay a

of advertisements or publicity in respect of
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. contract products.

(xi) Article 5 ( 11 ) of the Guideline

technology: .

Tie~in wLth other

Forcing the licensee under a patent on a certain product to

be licensed under unnecessary patents.

One-sided designation by the licensor of an arbitration

organization or court for resolution of disputes under the

license agreement.

designation of arbitration organization:

One-sided( 12 ) of the . GuidelineArticle 5(xii)

(xiii ) Article 5 (13) of the Guideline -- Creation of any

conditions disadvantageous to the licensee in the light

of international license agreement practices:

Creation of any conditions disadvantageous to the licensee

in the light of international license agreement practices.

Incorporation in the license agreement of, among others, the

grant back provision, minimum royalty provision (applicable under

non-exclusive license), or one-sided termination provision

favoring the licensor will come under this section.

(C) Foreign Capital Introducement Act:

Purpose of the Foreign Capital Introducement Act is to

facili tate efficient control of foreign currencies and

introduction of technology from abroad.

A provision cited below is contained in the Act in

connection with technology transfer from abroad:

A technology transfer agreement, when entered into, shall be

reported to the Minister of Finance. Unless required by the

Minister of Finance to be supplemented or adjusted, the report

shall be deemed to be accepted on the day on which 20 days have
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Any technology transfer agreement shall not be accepted

pursuant to the provision of Article 3 if:

elapsed after it is made. If the Minister of Finance has required

supplementation to or adjustment in the report, the report shall

be accepted after such requirement is met. The technology

transfer agreement accepted upon such application shall be

effectuated within six months of the date on which it is

accepted. (Article 23 of the Act)

The Minister of Finance shall examine the following aspects

of the report:

(i)

(ii )

(iii)

Technology

Terms and conditions of the proposed contact

Whether a technology to be induced falls under Article

3 (Standards of Foreign Capital Inducement) (Article 23

of the Enforcement Decree for Foreign Capital

Inducement Act)

(i) its principal purpose is only to make use of an

monopoly sales right;

it has unfair contents;(iii)

(ii) its principal purpose is only to sell raw materials,

parts or accessories;

(iv) it is necessary to protect manufacturers of new

domestic technical

(v) it is unsuitable under any other statute to introduce

the technology in question. (Article 24 of Enforcement

Decree)
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2-3 Taiwan

(1) Principal statutes of Taiwan relating to technology transfer
agreements are, as follows:

.-

-,

( i)

(ii )

(iii )

Foreigners -Investment Ordinance, promulgated on July

14, 1954 and as most recently revised on May 26, 1989;

Technical Tie-Up Ordinance, promulgated on August 9,
1962, as revised on May 29, 1964; and

Investment Inducement Ordinance, promulgated on
September 10, 1960, as revised on January 26,1987.

This paper will deal with the "Technical Tie-Up Ordinance"
which has the closest relations with license agreements.

According to Article 4 of the Technical Tie-Up Ordinance, a
patent right or knowhow is required to satisfy anyone of the
following requirements:

1. Capable of producing or manufacturing a new product;

2. Capable of increasing production, improving quality, or
reducing production cost; or

3. Capable of making an advantageous improvement in

administration, control, designing, operating techniques, or
otherwise.

Trademark licenses are not allowed, except that licenses on
trademarks of foreign enterprises are subject to the "Standards

for Treatment of Licenses on Trademarks of Foreign Enterprises."
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mainly examined in

of technical tie-up

(2) Outline of regulation:

(a) Procedure for obtaining approval:

Economic policy of Taiwan aims at internationalization and

liberalization. Technical tie-up of Taiwanese enterprises with

foreign businesses are increasing year after year.

Application for approval of technical tie-up project must be

filed to the competent authorities.

The technical tie-up agreement is

examination of applications for approval

projects.

There is no discriminative provisions, by reason of

differences in industrial sectors or in nationalities, with

respect to examination of technical tie-up agreements. In the

actual examination phase and/or government's administrative

guidance phase, however, there are certain minQr differences in

the approaches of regulating authorities.

(i) By Industrial Sectors:

Basically, industrial fields of a proposed technical tie-up

project falls under has nothing to do with examination approaches

taken by the regulatory authorities.

Nevertheless, administrative guidance appears to be

differE;nt. with respec't to certain fields of industries.

With respect to examination of technical tie-up

applications, each of specified industrial sectors is subject to

competent government authorities under which it falls.

For example, the banking,. financing and insurance industries

'Agricultural Commission, building and construction to a competent

office of the Domestic Administration Department, environmental

protection to the Environmental Protection Agency, mE;dical and

sanitary goods to the Public Health Agency, and the greater part

of the other industrial sectors to either the Industrial Bureau

of Economic Department or the Industrial Science and Technology
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(ii) By Nations:

Agency.

The Government is very stringent to sectors of industries

regarding environmental contamination. Careful attention must be

paid if, as the result of a proposed technical tie-up,

environmental contamination is likely to take place. With respect

to any industry classified as a contaminou5 industry designated

by the Government, it is extremely difficult to obtain an

As far as technical tie-up is concerned, there is no legal

ground supporting any discriminatory approaches taken by the

Government. Basically, examination procedures are followed on an

equal basis.

In administrative guidance given to Japanese enterprises

which make investments in or propose technical tie-up with

production businesses in Taiwan, the Government's examination

standards are said to be relaxed because of their significant

contribution to production businesses of Taiwan.

Elimination of unreasonable requirements which

otherwise would be .imposed upon Taiwanese makers by

foreigners in an advantageous position and of

disadvantageousness to Taiwanese enterprise resulting

from such requirements;

<Standards of approval for technology transfer>

The Investment Examination Commission of the Economic

Department examines applications for technology transfer on the

basis of the "Guidelines for Investments in Taiwan by Overseas

ChInese and Foreigners." According to the Guidelines, the

position of Taiwanese enterprises is very likely to be inferior

to foreign businesses when negotiating a technical tie-up.

For the purpose of examination of applications for approval of

technical tie-up, therefore, emphasis will be placed on:

(i)
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(ii) whether or not the proposed technical tie-up is

necessary and whether or not the proposed royalty and

tie-up period are reasonable; and

(iii) minimization of outflow of foreign currency.

(b) Royalty:

Such restrictions under the Foreign Currency Control

Ordinance that used to serve as an criterion for examination of

the proposed payment of royalty having been removed, royalty

rates now generally range between 3% and 5% of the net sales,

with those exceeding 5% occasionally approved on .a case-by-case

basis.

For the purpose of calculation of royalty in the case of

technical tie-up of general manufac;turers, the term "net sales

price" is defined as gross sales less taxes, freight, insurance,

advertisements, commissions, discounts, raw materials supp.Lf.edby

licensor, CIF price of parts and customs duties.

The term of the tie-up agreement is generally three to

five years.

-,

ofIf the tie-up agreement involves transfer

If technology required by the licensee is not of high

level, the term of tie-up agreement will not exceed

five years.

of time, a tie-up period of not less than five years

may be approved.

(i)

(ii )

(iii ) If patents are involved in the tie~up agreement, the

term may be decided based on the expiration date of the

patents.
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(d) Restrictive Provisions:

According to the Standards·of Approval, any technology

transfer agreement must be based on the "principle of

reasonableness and lawfulness," and any unreasonable provision

of the agreement shall be" deleted or modified at the time of

examination.

(i) Sale of any technical tie"'up product may not be

restricted to Taiwan market only. Such restrictive

provision, if any, contained in an agreement shall be

removed or modified to include sales in any territories

or countries.

(ii ) Any "payment of

required by

" deleted.

minimum license fee" provision, if

the licensor, shall likewise be

(iii) Any provision requiring payment of interest in the

case of delay in payment of royalty by the licensee

will be deleted.

(iv) Any provision requiring the licensee to purchase raw

materials designated by the licensor will also be

deleted or modified so as to allow the licensee to

purchase any raw materials selected and purchased by

the licensee.

(v) If requested by the licensee, the licensor must send

its expert employees to Taiwan for technical training.

The licensor must receive employees of the licensee

sent by the licensee to learn and discuss technology

at the licensor's facilities or plants.

(vi) Article 9 of the Technical Tie-Up Ordinance provides,

"Sales market of the product shall not be restricted to

Taiwan market." NO agreements shall violate this
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provision.

(e) Warranty on technical effects

Although not expressly provided for in the law, warranty on

technical effect will be examined on the basis of whether it is

reasonable or not.

(f) Patent non-infringement warranties:

The patent non-infringement warranties may include. the

warranty indemnifying and holding the licensee harm less from any

infringement claim by third parties and the warranty excluding

any infringer of licensor's patents.

(g) Restrictions

competitors:

on technical tie-up agreements with

Although there is no express statutory provision on it,

any restrictions imposed on licensee not to enter a technical

tie-up agreements with competitors ar~ likely to be regarded as

falling under "conditions unduly restraining business activities

of the other party," as referred to under Paragraph 6 of the

Article 19 of the Fair Trade Law put in effect in February 1992.

2-4. Other Asian Countries:

(1) Singapore:

Approval of the Singapore Government is not necessary

regarding transfer of technology to Singapore. A 40%

............~;I:::~~2'''':':Cl::~~~ ..'~~·.n~cc:.cO)~mrrEe~... tax is on If a non-resident
licensor desire to enjoy a benefit of reduction of the tax rate,

he must submit the technological transfer agreement involved to

the Economic Development Board or the Inland Revenue Department

for examination.

As a statute technology transfer agreements ,the Patent Law

provides fOl;" a compulsory license provision which designates
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A technology transfer is subject to an approval of the

Ministry of Trade and Industry prior to the signing of techhology
transfer agreement. The following restrictive provisions apply
to any technology transfer agreement:

patents·on certain types of inventions· set forth in the Law and

on inventions on foodstuffs, medical supplies, and surgical and

treatment devices as being subject to the compulsory licensing.

There is no restriction on the royalty amount, nor is there any
restrictive foreign exchange regulation applicable to remittance
of the royalty.

A technology transfer agreement must set forth nature
and outstanding features of the technology transferred,

scheduled production, quality and use of products, and
method of technology transfer.

(i)

(iv) Where the patent term exceeds the term of the
agreement, the agreement must provide for continued use
of the patent after expiration thereof.

(v) The technology transfer agreement is subject to the
Malaysian law as the governing law. The arbitration
clause contained in it must specify that arbitratiOn

shall be subject to the Malaysian arbitration law,

UNCITRAL arbitration provision, or the arbitration

The term of the technology transfer agreement shall be

less than five years, subject to a prior approval of

the Ministry of Trade and Industry with respect to
renewal.

.,',.~

the latest
including

The technology to be transferred must be
technology available to the licensor,

patents, whether pending or registered.

(H) .

(Hi)
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center regulations for the Kuala Lumpur district.

Royalty rate is generally 2-3% of the net sales price, with

remittance freely made up to M$lO,OOO. Any remittance. exceeding

M$lO,OOO is subject to an approval by any authorized foreign

exchange bank ..

(3) Thailand:

In Thailand, it is not necessary to register a technology

transfer agreement, except for patent license. The patent

license is subject to restrictive provisions in the Patent Law,

and the Law on Price Cartel and Anti-monopoly also contains

similar restrictions. The restrictive provisions contained in

the Patent Law is. outlined, as follows:

(i) Lic.ensing of a patent must be registered at the

Department of Commercial Registration and approved by

its Director General.

(ii) In connection . with grant of. a patent license, the

licensor shall not impose such conditions or

restrictions of rights upon the licensee as could

.retard development of domestic commezce j manufacturing

or agriculture.

(iii) Licensor shall not require the licensee to pay royalty

after expiration of the patent right.

The Law on Price Cartel and Anti-monopoly has a provision as

Any restrictive provision contained in a patent license

agreement to unduly protect interests of the licensor beyond

the protection afforded under the Patent Law, Commercial Law

or Copyright Law shall be illegal.
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Other matters which are restriCtive oz otherwise require

careful consideration include the following:

(i) Remittance

technology

directions

in foreign

transfer fee

of the Bank of

currency

shall be

Thailand.

of royalty

subject to

and

the

license of the trademark. Thus, the trademark right may

not be transferred except by assignment of trademark.

(iii) Unlimited confidentiality obligation and prohibition of

use of knowhow after expiration of the agreement are

held to be against public policy and invalid under the

Civil and Commercial Law.

(iv) The arbitration clause of the technology transfer

agreement may stipulate arbitration in a foreign

country. Also, the governing law applicable to the

agreement may be laws of a foreign country.

(4) Philippines:

Technology transfer agreements must be submitted to and

registered with the Technology Transfer Board of the Government.

Such agreement involving payment of royalty is subject to an

approval of the Technology Transfer Board, and any such

agreement, if not approved, becomes void. Any technological

transfer agreement not involving payment of royalty needs only to

be so reported to the Board.

Standards for approval by the Technology Transfer Board

include the following:

(i) Whether the technology is appropriate

(ii) Whether royalty for the technology is appropriate
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(iii) Whether the agreement comply with the Philippine law

(iv) The term of agreement shall not exceed five years. An

automatic renewal clause must not be included.

No technological transfer agreement shall provide for:

(i) restrictions on use of the transferred technology after

expiration of the agreement, except where it is due to

failure of the licensee to perform the agreement;

(ii) requirement for the licensee to pay royalty after

expiration, termination or invalidation of patent

rights or other industrial property rights involved;

(iii ) restrictions on access of the licensee to any

improvement inventions made by the licensor.

(iv) Assignment

technology

to the licensor of any improvement

made by the licensee without any

consideration;

prohibition of challenging validity of patents by the

licensee;

purchase raw materials or equipmentfromthelic::ensor,

except where the purchase price is on an international

market ~rice level or lower than prices at which such

IllaterialSIllay be availablefrbmthirdparties;

(v)

(vi) restrictions on obtaining patent licenses on the

competitive technology by the licensee from third

parties, or prohibition of sale or manufacture of

competitive products;
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(viii) restrictions on export of products employing the

licensed technology;

(ix) restrictions on quantity, sales prices, or resale

prices of the product; or

(x)

Other restrictions not covered in the foregoing include a

compulsory licensing provision in the Patent Law. Since this

compulsory license is non-exclusive, licensor still may entered

into any license agreement with third parties. In such event,

royalty cannot exceed 5% of the net sales price and, especially

in the case that the technology designated by .the Board of

Investment, it cannot exceed 3%.

With respect to any technology transfer agreement which is

not a compulsory license, royalty rates usually range between 2%

and 3% of the net sales price or local value added. With respect

to renewal of a technology transfBr agreement, the royalty will

be reduced to 1% of the net sales price or local value added.

In the event of a license agreement on specifications of

trademarks, royalty is generally 1% of the net sales price or

local value added. Remittance of royalty to the licensor abroad

will be authorized by the Central Bank of the Philippines,

subject to approval of the Technology Transfer Commission and

upon payment of income tax imposed on the royalty.

3. Comparison of. Regulations between Asian CoUntries:

Regulations of technology transfer between China, Korea and

Taiwan are compared on the attached comparison table. Generally

speaking from the standpoint of the licensor, restrictions

imposed by China are fairly strict and, in the preparation

stage, careful consideration should be given with particular

reference to the following:
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(i) Particularly in connection with transfer of technology

into China, strict warranty is required with respect to
effectiveness of the technology and the validity of the
patents;

(ii) Provisions relating to the anti-monopoly restrictions
of the three nations are similar to those of advanced

countries. In China, however, it is prohibited to
restrict introduction of competitive technology even on

the grounds of any exclusive license agreement.

(v) . There is no particular restrictions with respect to the

(iv ) Royalty between 2-5 % is generally held reasonable.
Royalty of exceeding 5% likely to raise an. issue. The

minimum royalty may not be allowed in·China, even under

exclusive license agreements.

(iii) China and Korea prohibit restricting use of knowhow

after expiration of the license agreement.

may not exceed ten years.
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(1) Outline of technology and patent licensing in China, "Nihon
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China Korea Taiwan
:

Application for approval Application..pproval system, under which: Report-approv~1 system, under which: Appl~cation-approvalsystem

• the license for which the approval is • report is eMami;ned under Foreign

sought must not retard self-sustaining Capital Inducement Act and Anti-
technical development; and MonopolYAct; and

• the application must be filed within 30 • report must be liIedwithin 30 days of the
days of the agreement. license ag~eement.

Warranty as to quality Effectiveness of all transferred technologies . Not specified. Not specified. ~)(cept for examination as to

are required. . whether the ~arrantyclause is unreasonable.

Warrallty as to patent The licensor must warrant that the transferred : Notspecified. : Not specified.
technology will not infringe patents of third
parties and that the patent will riot be invalid
throughout the term of the agreement. !

Restrictive provisions
.

............................................... .......................................................................................................................... .............................................................
Gr~nt back Not allowed (because it constitutes unfair Not allowed (b,cause it constitutes unfair Not allowed (b~causeit constitutes unfair

-trade), . trade), trade).
............................................... ............................................................ ............................................................. ..............................................................

Introduction of competitive Any restrictive provision is invalid. Any restrictive .prcvlslon is invalid (except Any restrlctfve prevision may be invalid.

technology under eXclusiv~license) (except under +xclusive license)............................................... ............................................................ ............................................................. ..............................................................
Tie-in Constitutes unfair trade provision and not Constitutes unf~ir trade provision and not Constitutes unfair trade provision and not

allowed. allowed. : allowed. i
............................................... ............................................................ ............................................................. I••••••••••••••••••• : .........................................

Restrictions on quantity of Constitutes unfair trade provision and not Constitutes unf~ir trade provision and not Constitutes un(airtrade provision and not

production allowed. allowed. allowed................................................ .......................................................................................................................... .............................................................
Restrictions on price Constitutes unfair trade provision and not Constitutes unf~ir trade provision and not Constitutes un(air trade provision and not

allowed. allowed. allowed.
,

co..-
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China Korea Taiwan
.: ,

~Not allowed. except for restrictions on
.

Restrictions on export Not allowed. except for restrictions on Not allowed. except for restrictions on

~xportto nations in which an exclusive license export to nations inwhichan exclusive license export to nations in which an exclusive license

lis granted. etc. isgranted.,etc; isgranted, etc.
,

Use of knowhow after expiration of 'Allowed. subject to restriction if patent rights Allowed. subject to restriction Ifpatent rights

license agreement ~urvive.
•

survive.

Royalty ;'Must be Inprincipal on a running basis.but Royaltyexceeding 5%maycause.an issue as Not specified.

:~ump sum' and Installmentpayments are also being unreasonable. Royalty exceeding 5% may well be approved
!allowed (2-3% are deemed appropriate. 3.5% on a case-by<ase basis.
·would be the maximum allowed). .....,

Minimum royalty i'Notallowed, even under exclusive Not allowed. except under exclusive..
:~greements. agreements. Q)

. ~

(')

Term of agreement ~ay not exceed 10 years fromthe date of Not specified. 3-5 years as a rule but may exceed 5 years.
'~pproval, except for special district in which it patent license agreement may be made for
fr'ay not exceed 5 years. entire duration of the patents involved.
,

Not specified.-Confidentiality obligation Terminates upon expiration of the Not specified.
~greement. where confidentiality obligation
~urvives expiration of the agreement, an

, ~pplication with fulldescriptions. including

•••••••

,he necessity for it, must be submitted in
advance at the time of filing of the
~pplicatlon for approval of the agreement.,

~ "nn ) . ..
", ... 'C ,." , ...... .,.". ·'nn ......,,,,,:.. , n Y) II! •
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·················.·.,Df most techn,lJlogy trl3hlsfers Witfithe

.Regulations on Administration of Technology Import Contracts of the Peoples
Republic of China ("Regulations") and the Detailed Rules for Implementation of
the Regulations ("Detail Rules"las they apply to the required warranties
concerning the objectives of the contractthat involve quality of the licensed
product manufactured in the PRC, and the capacity of the manufacturing
facilities in the PRC. The paper also discusses some of the practical aspects
involved in negotiating with the PRC.
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TECHNOLOGY LICENSING IN THE PEOPLES REPUBLIC OF CHINA

A. GENERAL

The issue of guarantee concerning contract objectives lies at the heart
of most technology transfer contracts with the PRC, the most onerous one
being that the licensor must guarantee the capability of the technology to
achieve.these objectives.

B. BASIC PRC LAWS

The primary PRC law pertaining to technology transfers includes the
following:

1) Regulations on Administration of Technology Import Contracts of the
Peoples Republic of China (1985) ("Regulations").

2) Detailed Rules for the Implementation of the Regulations on
Administration of Technology Import Contract of the Peoples Republic of China
(1988) ("Detailed Rules")

A copy of the Regulations and Detailed Rules are included in the
appendix.

The Regulations and Detailed Rules address "objectives", "goals" and
"targets" of the contract, which for the purpose of the paper will be all
considered as "objectives",

The Regulations and Detailed Rules contain the standards and methods
for determining whether the technology has achieved the objectives and the
bearing of responsibility for the risk.

C. PRACTICAL ASPECTS OF NEGOTIATING IN THE PRC

1) Competition

An example of competition for the PRC market took place several years
. ago when the PRC Government decided that there was a need to improve the

country's communications, particularly in the telephone technology. At the
time the PRe decided to promote the development of ten (10) manufacturing
facilities within the country based on foreign telephone technology. The
concept was that once the ten (10) joint venture partners or technology
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transfer companies were selected, the borders would be closed to other outside
companies. This policy created a high level of competition, in that companies
felt if they were not selected, they would be foreclosed from the PRC market.
At the time, it appeared that the PRC was intending to enforce this policy.
However, it appears that the policy is somewhat flexible since the PRC is now
belatedly discussing a Possible arrangement with others. In any event, it can
bE! expected that at least three (3) companies will be competing for each
opportunity in the PRC. Potential licensors are at times advised that they were
in a "Dragon Race" with a number of other companies and must be willing to
compromise their position significantly to be awarded the contract.

2) Negotiating With PRC Government Agencies

As you may know, all the legal aspects of contract negotiations are
carried out by an agency of the Government. The technical matters are
handled by the contract factory. This is quite a disadvantage to the licensor,
since the agency, as the central manager of all the negotiations throughout the
PRC for a given technology, knows all other offers, knows the PRC law,
knows the concessions that can be made, etc. Hence, it is most important,
and it cannot be stressed enough, to have at least one person on the
negotiation team that has a significant amount of experience dealing with the
PRC. It is important to have a thorough understanding of the PRC law and to
also have practical knowledge as to how to best resolve serious controversies,
and particularly as to how such controversies have been resolved in the past.

....... ~)Initial Negotiations

i) Initial Proposal

b) It should be understood that even if Licensor's proposal
does not address these objectives, warranties for these objectives

c) Licensor's price quoted in the initial proposal should take
into consideration an understanding of the potential financial
impact of the warranties and other requirements of the

warranties will become part of the contract.

a) The PRC often sends request for bids. Each and every
aspect of the PRC document needs to be considered in detail and
addressed. If any detail is not addressed in the initial licensor
proposal, it will be brought out during contract negotiations.
Objectives such as expected product quality and manufacturing
capacity are often contained in the request for bid.
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Regulations and Detailed Rules. Once a price is quoted, it is
highly unlikely that it will be increased because of the eventual
addition of the required contract warranties.

4) Preparation for Contract for Negotiations

ii) Memorandum of Understanding (MOUI

a. A MOU prepared by the PRC may include references to
warranties. Even though the MOU may not be binding, it will be
applied heavily in the contract negotiations, based on good faith
dealings. As in the case of the initial proposal, MOU needs a
thorough review by knowledgeable legal staff.

Another important issue is that licensors should be prepared to develop
their own contract. The contract should reflect a well thought out business
plan that addresses the objectives of the contract in the form ofwarranties and.
representations. The PRC will prefer to negotiate from their contract, but they
can be and should be convinced to negotiate from the licensor's contract. This
is because a well prepared licensor's contract usually reflects a more thorough
business plan that will move the negotiations along much faster. The contract
should be prepared to comply with the PRC contract law requirements and to
conform to the organization and the style preferred by the PRC so as to
minimize conflicts, but to also be able to obtain appropriate PRC government
approval. This is quite a challenge, but experience shows the task can be
successfully accomplished.

d) A member of the legal staff familiar with the PRC
Regulations and Detailed Rules should be included as a team
member and should be involved in the early discussions and
strategy for the initi(lIJlrClPCls(lL ..;':;1 .....•..•. ,

5) Qualified InteroreterlTranslated Contracts

Although the PRC negotiators have a very good understanding of foreign
languages, it is very important to include an interpreter on the licensor's
negotiation team that is knowledgeable in the technology involved. Further;
although not necessary, it is preferred to provide draft copies of the proposed
agreement in the Chinese language. This will expedite negotiations. Since the
PRC requires the final contract to be prepared and be valid in both languages,
the contract will need to be eventually translated to Chinese in any event. This
will also allow the licensor to control the accuracy of the translation.
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6) Duration of Negotiations

Be prepared at the time of arrival to advise the PRC negotiators of your
return date, and be prepared to leave at that time, even if it is necessary to
return on a later date. Otherwise there is no time pressure to close issues, and
experience shows that the negotiations will drag on.

7) PRC Government Is A Party to the Contract

The PRC government agency involved in the negotiations will become a
party to the contract as well as the contract factory. This becomes an
important distinction to remember when a non-exclusive license is being
provided. Should a second technology transfer opportunity arise in the PRC,

.the PRC will take the position that the government is licensed and therefore no
additional payment is due for the technology for the second tactorv.

D. LEGAL ISSUES CONCERNING WARRANTIES

1) General

. The discussions of this paper will be directed principally to warranties
that pertain to the capacity and quantity type objectives of the contract.

2) Analysis of PRC Regulations and Detailed Rules

i) Introduction

On January 20, 1988, the PRC Ministry of Foreign Economic
Relations and Trade ("MOFERT") of the PRCpromulgated the
Regulations and Detailed Rules. The purpose of the Detailed Rules, is to
clarify the application and approval procedures for technology contracts.

jj) Abstract of Analysis

The Regulations and Detailed Rules include a complex set of broad
and interrelated provisions that. govern technology transfers in the PRC.

~n?ersta nding the ReI.llllati.ons ...a.nd ..[)etClil!'!<1BlIII:l§i§if!lPQr1:C1I]~, ....
Pernaps even more important is to understand how these Regulations an
Detailed Rules Interact within a technology contract.

The most critical and onerous issues posed by the Regulations and
Detailed Rules concern warranties that the technology will enable the
PRC company to reach the objectives of the contract and that involve
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the allocation of responsibilities concerning the production of licensed
products in the PRC. The contract is required to identify objectives such
as, the quality of the products and the capacity of the manufacturing
facilities in the PRC. The contract will also define the responsibilities of
the parties for failure in achieving these objectives. Hence, particular
attention needs to be directed to the measures for achieving the
objectives. In the case of quality and capacity such objectives are
determined by technical specificati()l1s!C1c:c;~pIC1llg~!t:!~!~!!l1gPrQ9!JC:li9.n. .... w

fates:···

iii) Discussion

al Scope of Contracts Covered

Technology import contracts are required to be submitted
for examination and approval by MOFERT. The following is a
summary of six (6) types of contracts specified:

1) Contracts for the assignment or licensing of industrial
property rights {ie. involving patents and trademarks.

21 Contracts for the licensing of proprietary technology;
(ie. supply of know how for manufacturing goods);

3) Technical service contracts; (ie. utilizing technology
to provide feasibility studies, engineering designs,
improvement in production, etc.);

4) Contracts for cooperative production or design that
include a transfer of industrial property rights or proprietary
technology, or the provision of technical services;

5) Contracts for the importation of complete sets of
equipment, production lines, and key equipment that
include a transfer of industrial property rights, proprietary
technology and technical services;

6) Other technology import contracts deemed subject to
examination and approval.

b) Factors Considered For Approving Contracts

Three (3) types of provisions that are used in determining
whether a technology. import contract will be approved by
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method of payment thereof are unreasonable.

b) The contract is detrimental to state sovereignty.

1) Terms Preventing Aoproval

c) The contents of the contract are inconsistent
with the approved feasibility study of the project.

contract not explicit and
reasonable provisions for the responsibility for and
settlement of property right disputes arising from the
assigned or licensed technology and other disputes
arising during the performance of the contract..

d) The basic terms and contents of the contract
are incomplete.

f) The contract does not contain reasonable
provisions for the technical level to be attained and
the economic benefits to be generated by the
licensed technology, including a warranty concerning
the quality of the products produced with such
technology.

a) The contract violates current state laws or
regulations and/or is detrimental to the public
interest.

h) The provisions for the rights, responsibilities
and obligations of each party to the contract are
sufficiently explicit, reciprocal or reasonable.

These are contract provisions that if not corrected
within the period specified by MOFERT, the contract will
not be approved:

MOFERT, le., (1) terms preventing approval; (2) terms specifically
required in the contract; and (3) terms that are prohibited. The
Regulations and Detailed Rules are abstracted below for the
purpose of simplifying the understanding of the same. Those
provisions relating to quality and capacity type warranties have
been underlined for easier identification.
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i) The contract contains provisions promising
preferential tax treatment which the state tax
authorities have not agreed to.

2) Terms Specifically Required For Approval

The following terms must be included in the
contract:

a) the title of the contract;

b) the contents. scope and requirements of the
imported technology

c) the standards. term and method for the
assessment· and examination of whether the
imported technology has reached the objective. and
the bearing of the responsibility for risks.

d) the total price or remuneration and breakdown
thereof, as well as method of payment.

e) the method of computing the amount of
liquidated damages.

f) the obligation to maintain the confidentiality of
the imported technology.

g) the ownership and sharing of improvements to
the technology, conditions that are equally applicable
to both parties for provision of improvements to the
technology during the term.

h) the interpretation of nouns and terms
(comment - particularly problematic in definitions of
specifications and acceptance tests)

i) if the contract involves the assignment or
licensing of Chinese patent or trademark rights,
specification of the relevant patent number (or
application number) or trademark registration number
and a specimen of the trademark should be attached;

j) a delivery time for the technical documents
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that conforms to the requirements for the schedule
of progress of the receiving party's engineering plan;

k) a warranty by the supplying party that the
technology or documentary information is complete.
accurate, effective and able to reach the technical
objective specified in the contract;

I) a warranty by the supplying party that is the
lawful owner of the technology provided or that it
has a right to assign or license the same.

3) Terms That Are Prohibited

A technology transfer contract shall not violate any
of the following prohibitions:

a) Prices of raw materials, parts, components or
equipment required for the imported technology
supplied by the supplying party may not exceed
international market prices;

b) Without approval, a contract may not restrict
the export of products produced by the receiving
party with the imported technology, except exports
to a country or region for which the supplying party
has already entered into an exclusive licensing
contract; or an exclusive agency contract.

c) Without approval, a contract may not prohibit
the receiving party from continuing to use the
technology after the expiration of the term of the
contract.

3) Appendices

Technology transfer contracts include a main portion (that

a number of appendices (that includes technology descriptions,
procedures, schedules, drawing schedules, acceptance test
procedures, etc.). Beware that appendices may include
warranties, and as negotiations process, warranties may tend to
creep into the appendices. It is very important to read and
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understand the appendices from a legal and technical aspect.
Preferably the party responsible for the legal aspects of the
contract should also have a background in the technology being
licensed to understand the appendices and any warranties that
may be inadvertently included therein. The technical staff
preparing the appendices will often miss these warranties, or
inadvertently insert the same after discussions with the PRC
technical group. Because of potential impact of the warranties,

portion in a manner they Can best be defined, understood and
quantified.

4) Quality and Caoacity Type Objectives

iI Objectives of the Contract

As can be seen, the objectives of the contract are required
to be specified. There is also the requirement on the part of the
licensor to "ensure" that the objectives are reached. Further;'
there are requirements for the measurement and verification that

Measurement and verification of the contract objectives
often involve the quality of the licensed product and the capability
of the contract factory to produce the licensed Product at a
production rate.

iii Definitions

The quality issues of the licensed product need to be
addressed first in the definitions section of the contract. The
licensed product needs to be defined by a clear description along
with a set of specifications. The specifications will be the
measure by which the licensors quality performance will be
gauged. It is important that the licensor realizes that this may be
the measure of performance for each licensed product produced
and not an average specification that most licensed products
achieve.

iii) Acceptance Tests

The quality of the licensed products and the production rate
thereof will be measured by acceptance tests.
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If the acceptance test demonstrates that the product meets
the specifications, or its production rate, then the parties will sign
an acceptance certificate that such objectives have been reached.

However, if the product fails an acceptance test, the parties
are first required to consult and analyze the failure. Thereafter,
the parties will be expected to work together to resolve the
problem, conduct a second acceptance test, and clarify
responsibilities. If the fault is with the PRC contract factory the
acceptance test certificate will be signed, but the licensor may still
be required to assist in the elimination of defect. If it is the fault
of licensor, then licensor will be required to assist in taking
measures to eliminate the problem. .

The acceptance test should be, either the actual test used
by the licensor for its own products in its own factory, or else
some other test that the licensor feels confident that it can be
achieved in the PRC. Acceptance tests may be limited to
performance in the PRC contract factory, or may be required to be
performed in the field or customer site.

The capacity warranties are usually defined by some
production rate of products measured over a pre set period of time
that meet the quality acceptance tests.. Care must be taken to
define the production .equipment to be used so the contract
factory is capable of achieving the capacity objectives. Even if
the equipment is capable of meeting the capacity objectives, it is
most important to clearly specify the quality of the infeeding of
parts or materials used. If not, the tests may be performed with
the lowest available cost parts or materials that may not be
compatible with the capacity requirements.

It is also important to consider the environment under
which the acceptance tests are to be performed. An example of
a potential problem in the past (which may not be as prevalent
now) was the interruption of electrical power. What if the power
goes out? Is the acceptance test restarted from the beginning, or
does it continue where the test left off?

What if the acceptance tests are not passed? How is fault
determined? Who is at fault? At whose expense will the
acceptance test be re-run? The acceptance test needs to specify
a method bvwhich failure and fault can be determined. A lot of
thought process should be spent on this issue so as to achieve
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innovative methods and processes for addressing the analysis
acceptance test factors. This can, for example, include a right on
the part of the ncensor to substitute proven parts (such as circuit
boards manufactured by the licensor) or to substitute licensor's
infeeding parts or material ill subsequent acceptance tests; or the
right of the licensor to independently run subsequent acceptance
tests, etc.

To a large degree problems can be reduced or eliminated by
the licensor's dedicatlriq a sufficient amount technically qualified
manpower support and training. to achieve the objectives, even
beyond that committed to by the contract.

The contract should include requirements upon the PRC
factory to apply the technology in the proper manner. The
contract should also require the PRC factory to provide adequate
manufacturing, test and storage facilities, utilities and
environment. In addition, the PRC contract factory should agree
to be responsible for providing a competent staff of technical
personnel to carry out the contract.

acceptance tests are passed in that a part of the payments to the
licensor are usually withheld until successful completion of the
acceptance tests.

As can be seen from the above, the scope of contract
guarantee depends upon the manner by which the contract
objectives are defined, the requirement to use the technology in
the proper manner, and the provision or adequate manufacturing
facilities and equipment. The contract needs to be carefully
drafted to ensure that the guaranties are limited and clearly
defined. A precise definition of the acceptance test, methods and
the standard of measurements to be applied should be included in
detail. The objectives of the contract and the expected results
must be set forth as detailed and accurately as possible.
Manufacturing quality procedures must be required to be strictly
adhered to.

Finally, the licensor should be prepared to apply adequate
resources and manpower to achieve the defined objectives.
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CONCLUSIONS:

The Regulations and Detailed Rules set forth a strict set of guidelines required
by the law of the PRC in order for a technology transfer to be accepted by the PRC
government.

The specific issues that need addressing are the expected warranties pertaining
to objectives to be reached by the contract and the responsibilities of the licensor for
these objectives. The objectives can be defined by the quality of the licensed product
produced in thePRC and the capability to produce such licensed products at the
projected rates quantities. The quality objectives are determined through acceptance
tests usually based on product specifications. It is important that the specifications
for the licensed product should be achievable in the PRC. The capacity objectives are
controlled by the production equipment involved and also the infeeding of parts or
material. The production equipment as well as the infeed parts or material need
definitive specifications.

pc/K93065

332



*mm••M*~~.~.•~&~nmm~.
,M=t_ &/iI~lItlll!z.a.61~lit., Eblllmm*

II:lUU'l8ll4t-l'IJiligfll!lil~~ctt*~Ii!&JilIllt ~ hE
'IS)•

www

•=+-_ it*!lI.iIt&"AlIitc~M)~l\mJl

'i:tlCJ+IJtM....*:frc~M) m:IL~ .li!IJlJRln~M: .oll
.(JlJ.§~~~~~M*~Q~.~.g$~.~

p.f. liiI\\f1It_••~ ifillIii!t.i¥!PIilllllJJ!llb.

M=+=_ ta i:U~1It1ll! lJlJit*!IIill1H'iI~J tt*
~~"3.~•. ~m&~.~Rl~•• ~~~.~
~~~.-an~m.$lIt_.'lSoo"•• ~~.~
.!jl( lItlfl! I'llJtt*~(llJ"3 ~t:1 ii1t.All itlil(jlt~)ijrl ~~

j[~.IY:J. ~~MMc~,,)ml!!l~fIlltl+-~IOl&*

~Ildltlt\ ~~1lI~.libJJl$ lit'f-".
M=+E_ ..allfllt_:~UZ~~lItlfl!tt* ~Iilt

itJtz alil+a". ~ctt*!lliIl&JlIl1t~liE'IS)tf.Jfl

I'IJ~X~~~*.".~~M8Il**.. . ··1..... .
M=+... tl*Slilt6'JiI(£fJl.nitll ~bJ!l:tf

*tllWIli!ll. f.JUliE. :tit. IIJIC! 1i.'I'Hlt'J1jJjJlk.H. ~~tlJlll"Ui!:ltlJfj~tIL*!Il~ctl*~1 iIt & n
titIll! liE 'IS) ii1t:jUUt I'IJ ,~ I~ IlIiIU~~. fafi. iii••
fU,m*~Hltmle~JI.. ,

.=+3i. *!PUlddl~M8Iltl\Jll'''J. d1~1'JY

.Ilnta.y. 'I ' .;. ",.Iii,

.'=+ft.' 1*!PIl1d~:Al::$'za'Iil.Ii. -jLJ\.

1i.'J!;h. 11+JI. a Q M8II:Al:=IIi flC.j ctt*SliIt&1i'lIl\f jJt ~J.

t~tQn;JlRlI:.

(Promulgated by the Siale Council on M"y 24, 19a5)

r
Artlele I These Rcgulauons "ro; rormllioled wilh a

view 10 further exponding rorcign ceonomle and tech
nical ,'ooperalion, upsrading the sdenline an.l tcchnl
cal level or thc country and "rambling the national
ceonomic srowth. I

Article llmportalion or ted,"I~losy ref,'m'd In In
there Resulolions means ocquisililin or I«hnoh.sy
thruugh Irude or economic and technical cnoperalion
by "ny corporation, enterprise, or~nizalion or indi
"iduul wilhin Ihe, lerrilory or the People's Ilepubl;e or
China (hereinaflcr rclerred 10 ns I~e redpienl) Iro,"
any corporal ion. enterprise, org;IOizojion, or Individual
oUI~i Ie the terrilory or the People's Republic or China
(hcreioorler referred 10 as the supplier), includins:

I. Assignmenl or licensing 01 pOlent or other indus
trial propenyrigh'ls;

2, Know-how provided in the rbrms or drawinas.
teehnieul dolo, technical spcciri<'oll~ns, etc, such 8$

productlon processes, rormula<, produ!,1 desisns, qualily
eontml nnd manasemenl skilb:

3. Technical services.

Artlele 3 The technology 10 be llmporled must: be
advanced and appropriule and sholl! at leasl eonrorm
to one or the followins requlrcmems.

I. Capable of developlng and prl.duelng new pro-

ducts; " .' ' , i. • . .,' .
2, Capable of Impro"lns quality iand perrormanee

or products, reducing production .e~st and lowerilli
eonsumptlon or cnersy or taw malerl~ls;
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;3"Fa~or~bIC: to 1"8xl~lu~ ,.llllzallon' of 10e~l. 1
relOurc:ea; t •

-: , ,.4 ~~ble IIhllJlllndlllllJlf04uet exporl and lncrea
.Ina earnl~as of forelgR c.urrericics;

,,5.PaVorable 10 envirolllllenlal protecuon;
6.f'a~0"'b1e'0 produ~lIo" ..fely;
7. Pa~orable to hoprovemenl of managemenl:
8. Oolitdbullna to adveneemenl of scienlifie and

'ttchnIClI~vel.

'. Altlel.' 4 The reelp.l.ent and the suP.pllcr shrll eonc-
" ..%. . ..',... . .

lude 'In written form a technology lmport contract
(htrelnaft~rreferred'o u contrael). An appllcalion
for .ppro";'" of the contract .hall be submitted hy the
recipient, ivilh1n thlny day. from the dale of conclu
lIon,to l~e Mlnlslry of Porelan Bconomlc Relallons
and Trede! of the People'. Republic of China or any
other .gericy aUlhorlZDcl by 'he Mlnllllry (herelnatter
leferredt~ as Ihe approving aUlhorlty). The approv
,Ina aUlhor!ly shllll approve or reject the conlraet within
.•het, day. ftrom 'lhe dale of receipt. Contraclsnpproved
.han com~ Inloettect on the date of approval. Con
arBclS on which the approvll\l lluthorlty doc. not make
• declslon'lwilhln the IpCcltledperiod of lime ,shall be
reaarded," approved and .hall come Inlo ettect auto
mallcally. I

j

,II;.... "; . • '.,'
A.rtlcl; 5 ',I'he collClualoQ of technology Import'0 .. ", .

ClIlnt~~ct~.."'U~t collform lq., th.o .relevant provisions of
tlte Fordad Economic Contract Law _nd ether laws of
the people~ Republic of Chi!!••.•.• ',' 10 •••1 I ,

" Bot~ "rtl,~ ,lIIua~ ,~pecl~r. ,~? !he conlract th~ follow-
Ina IlomI:) .J' ,

II. ", .~:. conieh~: .:;ojic iJid Mndal descrlpllon of the
technololYI provided: anei' .'.U..of JIIIlenlS and Irade-
'ma~b' It tlliiy".re· Involved';"" ...... '," I

2. Tec~nlcal l,raets to be reached and lime hoill
.,,'d"., ,I. ~' tor aee:;iit'·I~'lit·iliell.~gelii"" 1

...... ~iiile~~!I~n';..cJ~~Ii'~o?:'oi remuneriiion and
form of ~yment.

I
I

,
I

Artlcla 6 The suppllet shall ensure ihnt it Is the
"ghlful owne~of the lechnology provided and Ihat Ihe
lechnology provided III complete. correct, elrcc!ive and
c:!epoble of' accomplishing ihe teehnlcel jargcts specified
In Ihe contract.

Article 7 The recipient shall undertake the obli8a
lion to ·keep·confldenll'al. In accordance wllh Ihe scope
and durallon agreed upon by bOlh.parllcs.lhe technl
cal sccrcls conta'lncd in the technology provided by
the supplier. wl1ieh has nOI been made public.. - :

Article 8 The duration of the contract shall con
form to the lime needed by the recipient to assimilate
the technology provided and. unless specially approved
by the approving authority, shail nOI excced ten yellrS.

ArtiCle 9 The supplier shall not oblige the reci
pient to accept requirement, which arc unreasonably
restrlcttve. " Unless specially approved by the approv
Ing authority,' a contract shall not include and 01 the
following restrictive provlsloqs:.

I. Rcqulrlng the recipient to accept additional
,condllionll which lire not relaled to the technology 10

bc Imported, such as requlrlngl'lhe reclpienl to purch
ase unnecessary lechnolollY, teehnical service. raw
materials, equipment and products;

2. Reslrlcllng the freedom of choice or the rcelplenl
, to obtain raw malerlals. parIs and components or equip
menl from ollner sourccs;

3. Rcstrlcllna Ihe development and Improvement
by the recipient over Ihe imported lechnol08Y;

4. Realrlciing Ihe acquisition by the rcclpient of
almilor or compellng lechnology from otber sourees;

5. Non-reciprocal tcrms of ellchange by both parlles
ilf Improvemenls over the Imported lechnology.

6. Rcslrlcllna Ihe quanlily, variety and sale, price
-of productl 10 be manufaclured by Ihe reclplenl wilh
the Imporled lechnoloay;

7. Unrea.onably rcstrlclina Ihe sales channels end
export markels of the recipient;

-~__,n-~=
~., - ,- ,f -_._--



cow
c.n

.... '"-:'

.'.
··1·: ." ',!.

.•..1
-. •.• ;!

fl.: t·:' • i'p .
I •.

• 0
o

10 PoltJlddlnl use by the recipient of the Imported
lcehnololY after expiration of the contract;

9. Requlrlnl the recipient to pay' for or to under
take obllptlons for patents which arc unused or no
lonler effective.

Artie" ID In applylnl for approval of contracts.
appllcanll ,hall aubmlt the followlnl documents:

I. Written application for approval of the ccntracr;
2. Copy of the ::ontraelconcludcd by both panic.

and ItI Chinese translation;
3. Documenta evidenclnl Ihe IClal status of the

contractlnl partlcs.

Artlcl. It Application alld approval of any revl
alon and renewal of contract Ihall be made In accordance
with the provisions stipulated In Artlclc 4 and Artlclc
10 of thelO Relulatlons.

Article U The authority to Interpret these Relula
tlonl and to formulate detailed rules for lmplememing
these Relulations resides In the Mlnlslry of Foreign
&onomlo Relations and Trade.

Arliele 13 These Relulatlons shall enter Inlo torce
on the lIate of promullallon. .

.

•

"

Detailed Rul~s for the
ImplementatiJm of the

Regulations on Ad~inistration
•

ofTechnology Imp?rt Contracts
of the People's Republic of

Chin~
~Approved by the State Council ~n December 30. 1981)
~Promulgaled by the Ministry iof Foreign Economic

Relations and Trade on Jaquary 20. 1988)

Artlcle,l. The Detailed Rules are formulaled in
accordance wllhthe provislonsjof. Article 12 of the
Regulations on Administration pfTeehnology Import
Cantnlcts of the I'eople's Republic of China (hereinafter
referred to 81 the "Regulatlona'n.

~

Article 2. Reaardless of eoUnlry or region of the
.. .. ,- -1 -

supplier. lOuree of funds and w~ys of payment of the
r~elplent. teehnoloay Import cor\traclS hereunder listed
concluded ,~tween the reclpler\t, end Ihe supplier as
specified In Article 2 of theReat/lations shall apply for
examination, and' approval frollt the compelcnt au
thorlly In. accordance wllh thci,Reaulations and Ihe
Detailed Rulel. !

I. CClntracII for asslanmedt or lIeenslna of In-
dustrial property rlahts: ?

Contracta for asslanment,or\lIcensina of Industrial
ptClperty rlah'l refer to those fot, alSlanment or IIcens
Ina of rlahtl relatina to inventl~n patents. new utility
model patenta, exterlordeslanp~ten" as well aSlrade
marks exchl,dlna those merely fclr asslanment of rlahls
oftrademarka.

2. Contraels lor licensing 4f know-how;
Coniracts for Iicensina of kdow-how reter to Ihose
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for provislonl or Impartment .•of technical knowledlle
for mamllaqll!rlnl a Prodllet;prj applyllli a le~hnolollY'
a, wcll ..~ fjlf; product d~slllns, lechnolollical processes.
formulae, 'qua,lty 'control 'anil;:lI\anallcmenl. which is
ncl!her pUbll~lzed nor. ,~nf,ler lellal .prolecliori of in
dustrlal~PIO~' rlshts. "''1, 1!)~.. i I

3. Contr+cll for technloaJ services:
.Contraetaifor'lechiileiif ICrvlce.. ·ref.r to tho.o lor'

provldinl &C1'~I~es or cor,ullat!ons, to t~e recipient by
the supplier 'Iwlth his' lechnololY 'for echievinll a
spccUic loal, 1.lncJudina Ihose f'lr feasibility siudy or
cnllineerlni deSlln undertaken Iby' Ihe supplier upon rhe
enlruslmpnt cif Ihe recipient or by the recipient In
co\lpcrOilon ~Ith the supplipr, t~ose for p~ovi~ln~

technleal services by fpreiln, leololleal exploration or
enllneerln. I~oms thaI are employed and those for
nrpvldln. ,lCr~lces or conalll~llqns .' by the supplier
',!,lIn entrusln\ent of IhC .rpclplenl for technical trans«
lorllllllion of ienlerprilJe, Improve",enl of preductien
'9chnlllol'. ori producl, d....n, and,quallly eontrel as
welt ss enlerp~lsemana.emenJ ,(excludlna Ihose for
~lIlployin. e!lc,ns in China's en!eqJrlses).

.. '.c. Conlr4cll for' co-production and co-desi.n". . .. ~ . '." '.' .
"h'c:~ con!aln!anyone of lU~h. ~onlenll a~ ISslll'.'!JIenl
or IIcen.lnl of industrl~I'plOped, rillhlS, I1ccnslnll of

. 1'1' j 0··· . " . ." •

~n'ow-,,~w \lr ;~ec,hnlc~1 s:er,vtces;., .• "
5. Conlr.cls for ImJlOrllill com~lelc ~ of equip-

,!,enl, PtOdu~ilp~ I!.n~ ~~d~er..:'~lilpm~nt ~hlch con
leln arif onecpf.uch coi\tentf'as aUlinmenl or tlcens
In. of Indusl~al properly rI.hlS, llcenslnll of know
how orle'cJii"~al ICrvlces;' : . '..

~.. .. • • I .
6. Olher I Icchnlllo., Import conlraCIS which

need' tile' fuUlim~nt of Ihe pr~/:edure fQr examlnallon
and a~proval In the 'vl~w ot'the Colll\lCtenl aulhQrily.

• • I. i . I .1' ,'.1 'Ie.: I.. • I

. Art\lll.: 3l .ro Impqrt . ·.lochooIQ.y, '. companies,.
enterprises, ,.In411lutlQns or ·.hicll,vldU'al, With no rl.hl,
'0 do technol~., Imporl business with lIbroad .•hall,
wllh • leIter .of commla.lon" enlr~l Ih~~ companlea
a!ld enlerprllCl) wUII.uch rllhl~tq.c~,.clude l~hIlOIOlY

•

•

impon conll'llClIJ.

Arllcl• .c. I TechnolollY import comerets concluded
by Chlne!lC-forellln equity jolnl ventures, Chinese
forel.n co-oper.llve ventures and wholly foreilln
~wned enterprises (hereinafler referred 10 as "Iorelgn
Invellmenl enl~rprilJcs") established in the territory
01 the Peoplo's Republic 01 China lor teehnololY
aequlredftom suppliers shall comply with the pro
cedure Qf examinallon and approval in accordance with
the provisions of the Detatled Rules.

If the foreilln inveslQr in Ihe foreilln Investment
emerpnse uses industrial proprety rlllhls or know-how
as his equity share, Ihls will be dealt with In accordance
with Ihe relevant laws and rclulalions of Ihe State for
fQreilln Inv~tmenl enlerprlses. .

Artlcl. 5. The competent aUlhorlties for examin
inl lind approvlJl. technololY Import eonrtaets are the
Ministry of Forel.n Economic Relallons and Trade
(hereinafter l'eferred io IS MFERT) and III authorized
departments, commissions, bureaux of forelln economic
relallons all., .nd ether adminislrallvo orlans of
provinces, aulononlOUs relions, municipalities direclly
under Jurlsdlcllon of the central .overnment, coastal
open cities, speoial economic zones and cilles under
prQvlnces wllh soparale economic plans (herelnetter
referred 10 as Ihe "sulhorlzed examlninl' and approv
Jnl aUlhoritlcs").

Arllca. 6, TechnolollY Imporl conlracls are ex
amined and approved al dlfferenl levela In' accordance
wllh the foIlowln.stipulallons:

I. Technolo.y illlporl contracls for projects with
feaslbllllY Itud, reporll approved b, Ihe mlnislrles'
commissions of snd deparlments under lite Stsle Council
are 10 be examined and approved by MFERT. . .

2. TechnololY Import conlracil for projects with
feasibility sludy reportl spproved by people's .overn
ments or Ihelr authorized' respqnslble or.ans of pro
vlnCl'I, autonomOUI re.lons, munlclpalitlel, toastal
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open cillcs. special economic zones and cities under
"roylnvc., ¥,it~ separate economic 'Plans .r,e to 'be
eJ!/lI'Pll\e~ and approved by Ihe authorized examinin&
aRiI. approvlnl authorhie. of the some levels; II the
t.~chnPloIY' Import conlracts are conelulled by other
t~lIfrellonal companies thrOulh enlrustment, they may
be ,9.11,nllned and epptoved by the authorized cxamln
Inl ,and approvllll authorities of the spot whcre the
~n'lruslees are loclled with Ihe consent of Ihe en
Iruller,' local authorized examinin. and approvlnl au
Ihorlties. "'Ier approval. the on-the-spot authorized
ell~mlnllll and approvlnl authorities 'hall scnd a copy
01 ,the A'P.proval Certificate' to the local aUlhorlzed
ex~mlnilll and approl/lnl authorities for record.
NeverthlClll, tcchnolOlylmpori contraell concluded by
companies located In Beijlnl punu'lnt to transrellonal
enlrustment (excludlnl those directly undcr Bcljin~

municipality) arc to be examined and approvcd by'
MFERT.

,3. Technoloay Import contrads concluded bY"
forelln Investment enlcrprlse, for acqulrlnl technoloay
from suppliers shall be examined and approved /ly'
MFERT If the forelln Investment enterprises were
cstilbllshcd with the approval of mlnlslrle';commls
SIOM of and departments under Ihe SllIe Council.
or be ellamlDed and approved by MPERT·aulhorlzedi
orpna If the enlerprlses were not 10 established.

Article 7. TcchnolOlylmport conlraclS shar
specify In terma of the followlnl Ilema:

I, Nsme of contract; ,
2. ConlenlS, scope and requirement' of the loal

directed teehnoloay imported:
3. Criteria, tlme-lImlll and mellures for quality

rectification of the Imporled' lechnoiolY lind .liabilities:
for rlsb; , • ,

4. Oblliations ot keeplnl-corlfldentlal for Im
ported technolalY, ownership 'and' sharlnl of the
technoloay Improvemenls;

5. Price or paymenl In tolal and breakdown andl

I
I

I

r

'terms of payment;
6. Calculations for eompensauon in case of

"iolalion :,
7., Means of settlemen! for disputes;
8. Interpretation of terms and phrascs,
Annex and data rclatloins 10 ilnplcmcnlatiion of

the contracl may constitute an intfgral 'part of Ihc
technology Import contracr In accordance with the
-agreemen! of theco,!lraclinl, parties,

Article I. With' respect 10 tbchnology Import
contracts involvlnl assllnment or I~censing of patenl
~r Irademark rilhts obtained in Chi~a. relevant patent
numbers or palent application numbers, trademarkre
,.Istralion numbers tOlether with ',tradcmark design
,lIhall be expressly specified. Contracts for assignment,
~f patent rllhts shall be recorded : with the Paten!
~rr1ee In accordance with provlslens of the "Palent
Law ot Ihe People's Republic at, Chl~a". lind those for
IIcenainl ot the trademarks shall berccorded wilh the
Trademark Otricc In accordance with' provision. of the
"'Tradomark lAw ot the Pcoplc's Republle of China",

Article ,. The supplier shall 1ensure: that ,the
'technololY or etata documcnts provl~ed are complete.
.accurate. effecllve and capable ot re~chlng the tcchno
101Y loal specified In the contract:, The time-limits
lor Ihe dellvcry ot lechnololY docu'\'Cnts ahall eorres
IIOnd with the enllneerlnl prolrammc of the reclplcnt.

\

Arlie" 10. It the recipient fC(1~lres the supplier
to provide raw materials, spare part'lor equipment for
..he Imported technoloay, the price s~all not be higher
chan that of the like product on Int~rnatloll8l market.

" ,Arllcle II; ,The supplier shall ~nsure that he Is
'the lelal owner ot the technololY !provlded or that
lie hss the rlaht 10 assign. or IIcen~ the technololY.
If the recipient, In produclnl or sellinl produeu with
the assigned or licensed technology, I~ accused of in/ri
IIID1Denl by a third party. the supplier ,.hall respond
10 the lawsuit. It the Infringement charged by. the
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third party Is Jltoved; all economic 10SSCll the recipient.
may autrer shal,1 be eomJICnaated lor by the supplier
ArlidaU. Within the term 01 validity' or the con
tract. thcowne~hip of the Improved technology Inclu
dina the right' ito apply ror patents belongs 10 the
party that has, ',made theimprovcments. Where the
recipient provld. Che Improved technology to Ihe sup
plier, the terml!aJraIl be the SlIme as those when the
SUllplier provldca th~ improved technology to the reci
pient.

Arllela, 13. The reelplentlhlll undel1lke the obllal.
tions to keep ~nfidentlat lor know-how and relevant
information provided or Imparted by the supplier In
accordaneewith! limits and durallon al agreed in the
COntract. The i ~uration of keepina-eonridential shnll
not generally c~:Ceed the term or validity ,or the con
tract. If spe~la\ circumstances demand that thc dura
tion ahaUe~ce~d th. term or the contracl, it shall be
eltpr~Slly Specirl~d in the contract. and reasons shall
be made when a'pplying for examination and approval.

Wllhln theduralion in which the recipient under
takes Ihe obllaalion to keep eonfldenllal. if Ihe tech
nololY Is pUbllc~zed not owinl 10 Ihe recipient, obUla
tions to keep ~!Jfidcnlial undertakcn by the recipient
shall be Immedi~tely lerminated. It II II specified In
Ihe colliraet, Ih~~ Ihe supplier providel lIS developed
and Improved l~hnololY 10 Ihe recipient within Ihe
term of vallditi of. the contract, the recipienl may
continucto undJrtake the obliaatlons or kl'eping-conf
Identiat after eX~lralioll or the eontracl. In Ihat case.
the duralloll for! keepina-eonrid.nlial shall. beain Crom
thl' d"le when t~e supplier provides the technololY but
not exceed the ~uration specified In the orislnal co,,"

itract.
. :j

Artlcla 14. tl0 provislon~ ot restrictions on expor
tation or product,' manufactured by the recipient \Vit..
th,' Imported technology may be included in the eon
tract withoul lhe' approval or the competent alilhority,

•

---_ .._.....

however, either of the rnllowing eases shall be. exec
pled:

I, In countries 'and regions where exelusive license
conrracu have been conCluded by the supplier;

2. In counlries and rcgions where sale agent
contracts have been concluded by the supplier.

Arllele 15. No provision of prohihitions to be
imposed on the redpient 10 continue using the Imporled
h'ehnology aner expirallon of the contmct maybe inc
ludrd in Ihe conrraer wilhoul aPI"oval orlhecompel"nl
aUlhority. Where the eontrae] has expired bUI the

duralion of the patent rclaling to the lmponed technolOGY
has nOI expired, the relevanl stipulalions' of the "Patent
Law of the !'eoplc's Republic of Chinn" shall govern.

Article 16. The supplier shall pay taxes ill aeeor
dance wilh the provisioa~ of the Tax Law of the r"ople's
Republic of China.

Article 17. The recipient or companies, ..nter
prlscs acting os its as,'nlS whll hav" eunvludcd the
technology Import conlmclsshall. in nceordanee with
the pro,islons of Article 6 orlhc Ilctalled I{ules. suhnlil
to the competent aUlhority wilhin thirly days [rum
the date when the contract is cnnclude.l the fnllnlYing
official documcnts:

J, Appllealion for approval. The contcms of the
application shall include the name of Ihe cnntract,
counlry of the supplier IIlld name or the !irm, the con
t~nts and seope of the gallI-directed technology import
ed, the approving organ und approved numh,'r of the
feasibility study 1<1"'" of the project, etc.;

2, . Copy of the eomract (enclosiing 0 Chiqese
'version if It is in I foreign language);

3. Copy of documenlsevidenelng the legal Slalus
of the contraellnl parlies;

4, Appro", Ii feasibility study report and arrange
ment of the fund needed,

To .facilitate the examination and approval, the
recipient or companies, enterprises actinl as lts ngcnls

\',;<,,{;\.(,,;.'



'mitment without the consent trom the Chinese tox
~ulhorlty.

Article 19. The competent 1.{lhority shin decide
'whether or not to approve the conlrlct whhln 60 days
from thedlle when the IPpIiCII!On Is received. It
'the competent authority requires ~mendmcnts In IC
-cordance with the provisions of Article 18. the durl
lion 01 ex.mlnllion and approve] shall be eounted
from the date when the amended[conllacl or text is
received.

If the competent IUlhorlly makes no response
within the specified time, the comract Shall be deemed
10 hive been approved.

Arllcle 20. The ccntract sh'llI come into force
on the date of Ipproval and the competem aUlhority
-shill Issue' I unified Approval i Cerlificate for a
Technology Import Conlract printe~ and numbered by,
MFERT.

Artlcfe 21.' It the term olr validity of the
technology Import contract exceeds' the period 01 len
)'ears slipulated In Arlicle S or Inel"des the restnerlve
llrovlslons Used In Article !I of th~ Rcgulalions, the
recipient shall sub'!'it the applica!ion wilh detailed
-expllnltlons to, the competent aut~ority when going
lhrough the procedure for examln~llon ~nd approvil
In accordance with the sllpulatlon's of the Delailed
Rules.

Arllele n. Amendmems 10 the] provision, relaUng
10 the SOIl-directed technology eonle,nt, price, term and
keeping-confidenllal time-limits of a~ approved technu
log)' Import contr'llcl shin be mod~ by consultations
between contrlcllng parties upon a )'Irillen consent of
Ihe original eompetem authority fo~ examlnalion and
,Ipproval. If amendments Ire lnconslstent with the ap
proved content of gOlI-dlrected technology or exceed
the approved Imounl 01 foreign <~change, the pro-

, eedure for reexamlnollon and reapprQvol shan be gone

'IIllIY asll for comments or request for preexamlnltlolk
f~pt the competent luthorlty on the mlln contents or

,cerlaln clluscs of the contract either befor~ or durin&-
. . ., i • i •

~flotlallons. , ' "

Article .1. In caac the _echoololY import con
,ra~ and other documents lubmltted to the competenl,
authority In accordance wllh the provisions of Article
17 of the Detilled Rules Include' anyone of the follow
Inl contents, the competent luthorky shill require

·amendments within .. prescribed time-limits, Ind IP
proval shall not be Iranted In cue of flUure to mille

·amendments:

I. that I. I...aln.t the current law, and lealsla
lions of the SCate and Is harmful to public' IntereslS

'of the IOclety;
2. that It Is harmful to n'allonal soverellnty;
3. that the contcnts of the conlract arc Inconsls

'tant with lhe approved feasibility lIudy report' of the

proJecI;
... that the basic clausc, and contenlS of the een-

·tract arelmperfeel;
5. that the contract conlllnl no definite ,anot

raUon'l1 ..Ipulatlon concernlnl, tho responsibilities anlll
solullon. to poulbly-occuned dllJlUlcl over property
rllhl' due to the anllned or IIccllled technoloty or
other disputes that may O!lCUr In the course of imple-
ment,allon of the contrllct; ,

6. that the contracl contains' no raUonl1 stipula
tion on the technical level and 'economic etrlcleRCY

'which the anlped or Ucensed technololY shoufd ,attain '
Includlna' quality wananly for'lhe produelS manufac

'tured "Iththe said technololY;
7. that the price 'or ways' of payment for the

Imported ,technololY arc unreasonable; ,
8. that the stlpulatloris 'on, rllhts, responslbllllies

and oblllillons of the conlfactlnl partin Ire unclelr.,
'unequal or Irratlonll;"

9. ihlt the contract ~'Onilins preteremlel ,all com-

"
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,AltklleQ.j The ellamlllln.1I1ld 'pprovin. or.an..
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(6) Abstract:

This paper aims to analyze the "Antimonopoly Act Guidelines

Concerning Joint Research and Development" (hereinafter

referred to as the "Guidelines" or "Japanese Guidelines")

pUblished by Japan Fair Trade Commission (JFTC) in April 1993

and to provide in a concise format an account of the Guidelines.

In Chapter 1, those articles in the Antimonopoly Act considered

relevant to joint research and development (R&D) shall be

briefly explained, and the JFTC will be analyzed in terms of

organization and authority. In Chapter 2, the Guidelines will

be discussed in terms of its basic points of view, coverage,

timing in passing jUdgment on unfair trade aspects in the joint

R&D under the Antimonopoly Act, and specific items, in order to

give a summary on how the Antimonopoly Act will be applied to

joint undertaking of R&D and also the arrangements accompanying

,the implementation of joint R&D projects. Matrix tables

"provided in this paper will facilitate understanding of

comparison of various items. In Chapter 3, the Guidelines

w.ill be compared with the (US) National Cooperative Research

cAct o~ 1984, the (US) Antitrust Guide Concerning Research

,0oint Ventures, and the Commission Regulation (EEC) NO. 418/85

of 19 ·December 1984 on the application of Article 85 (3) of the

Treaty to categories of research and development agreements,

introducing major issues in these rules and guidelines along

the way.

342



INTRODUCTION

The JFTC published the Antimonopoly Act Guidelines Concerning Joint

Research and Development on April 20, 1993. The Guidelines clarify

the general views of the JFTC on the application of the Antimonopoly

Act to joint research and development.

This paper reports the results of the analysis of the Guidelines

currently in force in the United states and the European Community

(EC). Firstly, the circumstances of the latest publication of the

Guidelines will be briefly described by referring to the attached

documents distributed by the JFTC.

In February 1989, the JFTC published the Guidelines for

Regulation on Unfair Trade Practices with respect to Patent and

Know-how Licensing Agreements. However, the gUidelines did not

cover joint research and development (R&D).

In the recent years, the joint R&D efforts have increased in

sophisticated, complicated and diversified into various fields.

Such a trend should be welcomed because of the promotive effect on

technological innovation. However, since such efforts involving

more than one firm could impair competition, the preparation of

gUidelines concerning joint R&D was demanded by the interested

parties.

In the United States, the Antitrust Guide Concerning Research

Joint Ventures was announced in 1980, followed by the legislation of

the National Cooperative Research Act of 1984. In 1988 the

Antitrust Enforcement Guidelines for I~ternational Operations was

pUblished. In the EC, the Commission Regulation (EEC) No. 418/85 of

19 December 1984 on the application of Article 85 (3) of the Treaty

to categories of research and development agreements was enacted.

These legislation and guidelines has clarified the view of each

governmental authority on application of antimonopoly laws tb

research and development efforts.

The JFTC's February 1989 Guidelines were introduced with respect

to patent and know-how licensing agreements. Based on the study
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report prepared and pUblished by the Study Group on Technical

Transactions, etc., in June, 1990, the JFTC published the draft of

the Antimonopoly Act Guidelines Concerning Joint Research and

Development on September 10, 1992, and subsequently held a number

of hearings with various concerned organizations both in Japan and

abroad. The Guidelines were finalized and published on

April 20, 1993.

In this paper, Chapter 1 outlines the Japanese Antimonopoly Act

in terms of principal articles closely related to the Guidelines,

and organization and authority of the JFTC which is empowered to

achieve the very purposes of the Antimonopoly Act. Chapter 2

discusses the basic viewpoints of the JPTC on joint R&D, coverage,

and acts sUbjected to the Guidelines, and specific cases in relation

to violation of the Antimonopoly Act will be described using matrix

tables. In Chapter 3, the Guidelines will be compared with those

guidelines and regulations of the United States and the EC

concerning joint R&D, alongside of the authors' views on these

guidelines and rules.

Chapter 1. ANTIMONOPOLY ACT OF JAPAN

1-1. PRINCIPAL ARTICLES CONCERNING JOINT R&D

The purpose of the Antimdnopoly Act is" to promote free and fair

competition, to stimulate the creative initiative of entrepreneurs,

to encourage business activities of enterprises, to heighten the

level of employment and people's real income, and thereby to promote

the democratic and wholesome development of the national economy as

well as to assure the interests of consumers in general (Section 1)".

For this purpose, "no entrepreneur shall effect private

or any unreasonable restraint. of trade (Section ,3)",

and "no entrepreneur shall employ unfair trade practices (Section 19)".

The terms "Private monopolization", "Unreasonable restraint of

trade" and "Unfair trade practices" are defined in Section 2 of the

Act and can be summarized as below:

(1) "Private monopolization" is the act of any entrepreneur which
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either individually or jointly excludes or controls the business

activities of other entrepreneurs, thereby forming or

maintaining the market power.

(2) "Unreasonable restraint of trade" is the act of any entrepreneur

jointly made with other entrepreneurs in fixing prices and/or

limiting production,customers and/or suppliers, thereby

sUbstantially restraining competition in any particular field of

(3) "Unfair trade practices" include dealing on restrictive terms,

abuse of dominant bargaining position and other impediments to

fair competition, as specifically designated by theJFTC.

The JFTC designation consists of the "General Designation"

applicable to all types of industries and the "Special

Designation" applicable only to certain types of industries

including department stores and newspaper pUblishers. There are

sixteen types of unfair trade practices under the General

Designation (Notification No.15):

aD Discriminatory pricing; QD Discriminatory treatment on

transaction terms, etc.; ~ Discriminatory treatment in a trade

association, etc; ~ Unjust low price sales; CD Unjust high

price purchasing; QD Deceptive customer inducement; GD Customer

inducement by unjust benefits; @ Tie-in sales, etc.;

QP Dealing on exclusive terms; ~ Resale price restriction;

~ Dealing on restrictive terms;~ Abuse of dominant

bargaining position; dW Interference with a competitor's

transaction; ® Interference with internal operation cfa

competing company.
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1-2. ORGANIZATION AND AUTHORITY OF JFTC

Organization and authority of the JFTC are stipulated from

Section 27 on.

The JFTC is organized to attain the purpose of the Antimonopoly

Act and is administratively attached to the Prime Minister

(Section 27). The JFTC is an independent administrative agency

neither controlled nor supervised by any outside authority in

respect of the execution of its duties (Section 28). The JFTC is

composed of a chairman and four commissioners selected among

experts in laws and economics and appointed by the Prime Minister

upon consent of both Houses of the Diet (Section 29). Their term of

office is five years respectively (Section 30). The JFTC has the

Executive Bureau staffed by over four hundred personnel and must

include not exceeding five administrative law judges in charge of

prosecuting hearing proceedings, and persons qualified as public

prosecutor and private attorney (Section 35 and others).

The.JFTC has the power to take a variety of administrative

measures inclUding the issuance of both an eXClusion order against

any actin violation of the Antimonopoly Act and a competition

restoration order against monopolistic situations (Sections 7, 8-4,

20 and others). The JFTC's activities are commenced on filing of a

report on alleged violation of the Antimonopoly Act and a petition

for appropriate measures to be taken against such violation

(Section 45). When indeed any violation is found, the JFTC will

recommend the violator to take corrective actions. If the viOlator

fails to take corrective actions even after being recommended, the

JFTC will initiate hearing proceedings and take appropriate measures

stipulated in the Antimonopoly Act inclUding the issuance of an

exclusion order in accordance with a decision given as a result of

hearing proceedings (Sections 48, 54 and others). A suit to appeal

a decision of the JFTC is under the exclusive jurisdiction of

the Tokyo High Court (Section 85). If the JFTC finds any crime in

violation of this Act, it must file an accusation with the Public

Prosecutor General (Sections 73 and 96).

The JFTC also has the power to enact administrative regulations
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on the designation. of .. unfair trade practices. (Subsection· 9,

Section 2) and the power to investigate into the business

activities and economic conditions. of parties concerned (SeCt ions 40

through 42 and others).

Chapter 2. OUTLINE OF THE ANTIMONOPOLY ACT GUIDELINES CONCERNING

JOINT RESEARCH AND DEVELOPMENT

2-1. BASIC POINTS OF VIEW

The JFTC's basic points of view, provided in the introductory

section of the Guidelines, may be summarized as follows. However,

it must be noted that the following is a mere summary of the

Guidelines prepared under sole responsibility of the Committee NO.2,

Pacific Industrial Property Association, Japan, and the reader is

thus advised to carry out any business activity in accordance with

the original Guidelines published by the JFTC. (See the attachment;)

and expenditure, and diverse types of industrial arts as

technologies become highly sophisticated and complex, spanning many

different fields. For this reason, the joint R&D carried out by

several firms .is evermore increasing in number.

With such advantages as cost reduction, risk distribution; time

saving and complementary use of technology, a joint R&D project will

vitalize and streamline the R&D efforts, promote technological

innovation and in many cases promote competition.

Qn the other hand, a joint R&D project may impede fair

competition since a joint R&D is a collective conduct by mUltiple

firms.

These Guidelines are pUblished to clarify the general view of the

JFTC so that the joint R&D will be carried out in such a manner that

the competition is further promoted.

The JFTC does not question the joint R&D activities in general.

It will examine a given joint R&D project in light of the

Antimonopoly Act only if such a project may exert an anti

competitive effect, and in making examination, thc JFTC will take
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into consideration the pro-competitive effects of the project.

2-2. COVERAGE OF THE GUIDELINES AND TIMING IN PASSING JUDGEMENT

Coverage of the Guidelines is as summarized below:

(1) These Guidelines are applicable to joint R&D activities carried

out by more than one firm. The applicability of the Guidelines

is not affected by the nationality of participants so long as

their joint R&D activities affect the Japanese market.

(2) The undertaking of joint R&D may occur in any of the following

ways:

CD sharing of R&D activities among the participants;

CD joint establishment of an organization to carry out R&D

activities;

QD carrying out R&D activities by a trade association; and

GO arrangement ~der which one party. provides funds and the

other/s carry out R&D works (except the cases where only one

participant engages in R&D activities and the other/s

obtain all the fruits of such R&D activities for a certain

remuneration) .

The Guidelines are applicable to any of these conceivable ways.

(3) These Guidelines are applicable to all basic, applied, and

developmental researches.

In principle, whether or not a certain joint R&D agreement is in

violation of the Antimonopoly Act is judged according to the

Guidelines at the time of the conclusion of a contract on the joint

R&D. However, if the contract does not include any arrangement on

the fruits of the joint R&D, jUdgement may be postponed until such

an arrangement is made•............n........... ,.............. '.
An prior-consultation system has been initiated for individual

cases since making a jUdgement on whether Or not a particular joint

R&D project is problematic with regard to the Antimonopoly Act may

not be an easy task for the person or firm concerned, and the following

is the outline of the consultation system.

1) Joint R&D projects Covered by the ConSUltation System:
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Any joint R&D project subject to the Guidelines of.whichthe

compatibility with the provisions of the Antimonopoly Act is not

clear.

2) Party Eligible to Request:

Any domestic or foreign firm or trade association intending a

joint R&D project which is believed to be an object of the

consultation system.

Fill out the specified request form and attach supplementary

material. submit these form and materials to the Director

General of the Executive Bureau of the JFTC directly or via its

local office.

4) Reply to Consultation:

A written reply will be made after examination for contradiction

with the Antimonopoly Act.

A reply may accompany effective period or specific conditions.

In addition, the JFTC may refrain from replying if the technology

market in the future needs further evaluation, or the

intervention in a private dispute will be involved.

If the JFTC has replied that a joint R&D project under

consultation does not contradict with the Antimonopoly Act, the

JFTC will not take any legal actions against that joint R&D

project on the g~ound of violation of the Act.

5) Withdrawal of reply:

Even if the JFTC has replied that a particular joint R&D. project

does not contradict with the Antimonopoly Act, the JFTC may

withdraw the said reply if there is a change in the situations

upon which the first decision is based. Even in such a case,

the JFTC will not take any legal actions until a reasonable

period for the applicant to take necessary actions has been

passed from the withdrawal of the reply.

6) Publication of consultation:

Any consultation will be published in summary, except for the

confidential information of the applicant.
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2-3. OUTLINE OF THE GUIDELINES

The Guidelines consists of "No.1: Application of the Antimonopoly

Act to Joint Undertaking of R&D" and "No.2: Application of the

Antimonopoly Act to Arrangements Accompanying the Implementation of

Joint R&D Projects".

Firstly, the essential part of the Guidelines pertaining to the

application of the Antimonopoly Act to joint undertaking of R&D is

described.

No.1: APPLICATION OF THE ANTIMONOPOLY ACT TO JOINT UNDERTAKING OF R&D

1. Basic Concept

If a joint R&D project may limit the R&D activities of participants,

thereby substantially limiting competition in the technology or

product market, such a joint effort may raise a question in light of

Section 3 of the Antimonopoly Act (Unreasonable Restraint of Trade).

A joint R&D project by a trade association and the establishment of

a jointly-invested company for joint R&D may also present a question

under Sections 8 and 10 respectively.

Joint R&D activities of competing firms may incur a problem under

the Antimonopoly Act.

Joint R&D efforts are often carried out by a small number of

firms, there seems to be less likelihood that they will pose a problem

in light of the Antimonopoly Act.

An example of exceptional cases involving violation of the

Antimonopoly Act is that more than one firm in the oligopolistic

industry or most of the competing firms in the product market are

participating in a joint effort to develop an improved version or a

substitute of the existing prOduct even though such a development
C""W c

"" " " "" " "

can be accomplished independently, thereby limiting the R&D

activities of participants, and substantially restraining the

competition in the technology or product market.

2. Matters to be Considered when Making Judgements

Whether or not a joint R&D project may constitute violation of the
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Antimonopoly Act is jUdged case by case by taking into· consideration

the following items while giving due consideration to the pro

competitive effect:

CD Number of participants and their market shares

In general, no problem is found if the total market share of R&D

project participants in the product market is 20% or less.

Even though a market share of participants exceeds 20%,

will be made after consideration of every relevant factors.

Moreover, the technology market will be considered as a related

market.

® Character of R&D

In general, a basic research is less likely to present a question

under the Antimonopoly Act than does a developmental research.

aD Need for joint undertaking

If the cost of R&D is tremendous and the R&D capability of each

participant is limited, such a joint R&D project is less likely

to be questionable with regard to the Antimonopoly Act.

A joint R&D project intended for external factors including

environmental and safety measures is usually difficult for any

one firm to perform because of high risk and cost. Such a joint

undertaking is less likely to be questionable under the

Antimonopoly Act.

GO Range of objects, duration, etc.

A joint R&D project of which the range of objects and duration

are clearly specified will have less impact on competition than

does a R&D project with unnecessary broader scope and longer

duration.

Of the cases of joint R&D projects in which the participants have

a large share of the market and which will then lead to

standardization, a case where a firm is restricted from participation

and therefore is likely to be excluded. from the market will present

a problem in light of the Antimonopoly Act.

A joint R&D project, even if it incurs high market share holding

and standardization, may be permissible so long as it cannot be
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carried out by a single firm, contributes to more efficient

production, does not interfere with the interests ·of the user~ and

does not restrict the R&D of related technologies. However, if

such a joint R&D project restricts participation or access of a

certain firm or firms and as a result excludes them from the market

with no business alternatives, it will then be questionable under

the Antimonopoly Act.

On the other hand, any joint R&D project which guarantees access

of a non-participant and does not hinder the business activity of the

non-participant may be permissible.

Shown next is the outline of the part on the arrangements

accompanying implementation of joint R&D projects.

No.2: ARRANGEMENTS ACCOMPANYING IMPLEMENTATION OF JOINT R&D PROJECTS

1. Basic Concept

Any arrangement associated with implementation of a joint R&D

project will be suspected of violation of Section 19 of the

Antimonopoly Act (Unfair. Trade Practices) if such an arrangement

imposed by a participant unreasonably restricts business operations of

the other.participant/s and impede fair competition.

An inquiry will also be made into any restrictive arrangements on

the price and quantity of the products among competing firms in the

product market in connection with Section 3 of the Antimonopoly Act

(Unreasonable Restraint of Trade).

It must be noted that an arrangement associated with,

implementation of a joint R&D project will be sUbject to these

Guidelines and not to the Guidelines for the Regulation of unfair

Trade Practices with Respect to Patent and Know-how Licensing

2. Judgement Concerning Unfair Trade.Practices

In clarifying its views of the Antimonopoly Act, the JFTC classifies

matters to be arranged associated with implementation of a joint R&D,
project into (1) matters concerning the implementation of the joint

R&D project, (2) matters concerning the technology which is a
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are consIdered; Tn prIncIple,
unfair trade practices are permissible unless there is

significant imbalance among participants.

(b) Matters which may fall under unfair trade practices are

individually examined for possible impediment to fair

competition by taking into consideration such factors as the

position of each participant in the market, the relationship

among the participants, market situations, and the relative

length of the restrictive period. The more predominant the

participant's position in the related market is, the less

competitive the market situation is, ·and the longer the

restrictive period is, the greater the likelihood of becoming

an impediment to fair competition is.

(c) Matters which are highly likely to fall under unfair trade

practices will be considered as such unless there is a due

justification.

fruit of the joint R&D project and (3)· matters concerning products

utilizing the technology which is a fruit of the joint R&D project.

In addition, each of above items are subdivided into (a) matters

which are Considered, in principle, not to fall under unfair trade

practices, (b) matters which may fall under unfair trade practices,

and (c) matters which are highly likely to fall under unfair trade

practices.

These Guidelines clarify the JFTC's views on the Antimonopoly

Act arranged by types of practiCes, as in the Guidelines for the

Regulation of Unfair Trade Practices with Respect to Patent and

Know-how Licensing Agreements.

Following table organizes the arrangements connected with

implementaion of joint R&D .projects and the degree of suspicion

of being "unfair trade practices" under the Antimonopoly Act

Guidelines Concerning Joint Research and Development. Indicated

in rows is the type of arrangement, and indicated in columns is

the degree of suspicion [(a), (b), (c) as classified abovel.
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(1) Matters Concerning the Irnplerrentation of the Joint R&D Project
Note 1: "R&D" means research and developnent.
Note 2: This table is the S1.lIlIlIalY of the Antim:nop:>ly Act Guidelines Concerning Joint

Research and lJevelopnent p.Jblished by the JFl'C.

Item (a) Matters .mich
are considered, in
principle, not to
fall under unfair
trade practices

(b) Matters .mich may
fall under unfair
trade practices

(c) Matters .mich are
highly likely to
fall under unfair
trade practices

Arrangerrents on
the objective,
duration and work
sharing

CD Arrangerrents on
the objective, dura
tion and work sharing
etc., in the R&D
project.

r-

I

Obligation to
disclose technical
information

Obligation to
hold the disclosed
information in
confidence

Obligation to
maintain the con
fidentiality of
the nan-technical
information

(2J Obligation to dis
close arrong the
participants the
technical information
or knoNledge, etc.
necessary for the
joint R&D project.

® Obligation to hold
the information, etc.
disclosed pursuant. to
the obligation (2Jin
confidence.

@ Obligation to main
tain the confidential
ity of non-technical
information obtained
fran other participanu
and supposed to be
particularly confi
dential.

>

N

W

II

cl

'"N"'

.

, "

.
, N

N<.

"

-

® Obligation to
report on the progress
of the shared part of
the research ..urk to
other participants.

Restrictions on
the diversion of
disclosed informa
tion for any
pzrpose other than
the theme of the
joint R&D project

Obligation to
report on the
progress

® Restrictions on CD Restrictions on the
the diversion of the use of the disclosed
disclosed technology technology and/or
or kno.v-hcM, etc., for kno.v-how, etc. for any
any purpose other than purpose other than the
the t:he!re of the joint theme of the joint
R&D project (except R&D project beyood a
for the restrictions reasonable extent

"+>'N">N "NN'»,'N 'N>N' IN»specified»NNinNthe>NNboxN>N NNN» >NNnecessary>forN"NNw
at right). prevention of the

diversion of such
information.
- Restrictions on the
the developrent of
new technology, even
if it is based on
ideas derived fran the
disclosed information,
will be regarded as
"exceeding a 'reascn
able extent". (See the
box at left.)

-:
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Matters which are
highly likely to
fall under unfair
trade practices

(c)

I
CD Restrictions on
carrying out R&D on a
theme other than that
of the joint R&D
project.

c- SUch restrictions
may un justlY restrict
R&D activities of
participants and much
likely to impede fair
calIpetition(except
for the restrictions
specified in the box

I at left).

CD Restrictions on
I carrying out R&D on a
.theme other than that
of the joint R&D pro
iect.,

iH) Restrictions cen
carrying out R&D .on
the sane therre after
calIpletion of the
joint R&D project.
- Both restrictions CD
and ® may tmjustly
restrict R&D actdvrtdes
of participants and
much likely to impede
fair ccalIpetitien
(except for the
restrictions specified
in1±e box at left).

(a) Matters which (b) Matters which may
are considered, in f<¥l under unfair
principle, not to trade practices
fall under unfair
trade practices I

® Restrictions on
carrying out R&D with
third parties on a
theme very closely
related to that of the
joint R&D project
during its :implementa
tion, where these
restrictions are
necessary to avoid
disputes over the
fruits of the joint R&
D and to keep the par
ticipants concentrated
on the R&D effort.
(See the box at right.

I
® Restrictions on
Carrying out R&D with
third parties on a
theme same with or
very closely related
to the theme of the
joint R&D project
for a reasonable pari
ad after the calIple
tion of the joint R&D
in order to avoid
disprtes aver fruits
of the joint R&D pro
ject and to keep the
participants c0ncen
trated on the joint
R&D effort.
- Restrictions after
its calIpletion are
generally considered
as unnecessary, and
are in rrost cases
serious impediments to
fair calIpetition.
Ha.;ever, such restric
tions are not consid
ered as :impadilrents to
fair calIpetition if
necessary for
prevention of breach
of faith or confir
mation of avnership
of the rights. (See
the box at right.)

IJ) Restrictions on
carrying out R&D on
the sane therre
independently or
together with third
parties during the
:implementation of the

ccc cc -]' jointcR&Dcproject. cCc" I

Item

Restrictions on
carrying out R&D
on the same therre
during :implementa
tion of the joint
R&D project

Restrictions on
carrying out joint
R&D on a related
theme during
:implementation of
the joint R&D
project

Restrictions on
joint R&D with the
same or a related
theme after
a::mpletien of the
joint R&D project

II
l
)
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Restriction en @ Restrictions on
the productibn or production and/or sale
sale of. other of canpeting products
canpeting .products other than the product
of the product based on the fruits of
based on the the joint R&D project.
fruits of the - Both restrictions ®

..j~?E1;;~~.PE2j'~""I,""" " + .....m ·...•... ·.·..·· ..·.. wl..and.@ .above are..oon"' .
sidered as unnecessary
for the implementaion
of the joint R&D pro
ject, and are highly
likely to impede fair
canpetition.
.

Restrictions on
a part.icipant; in
using a technc>logy
already in its
p:lSsession.or
licensing such a
teclmology. to
third.parties

Item

Restrictions on
introduction of
similar
teclmology

Restrictions on
participation
of other firms

(a) Matters which
are oonsidered, in
principle, not to
fall under unfair
trade practices

® Restrictions' on
introducing similar
technology fran third
parties during
implementation of the
joint R&D project for
keeping the partici
pants conoentrated on
the R&D effort
(except for the
restrictions specified

'. in the box at right).

@ Restrictions on
participation of other
firms in the joint
R&D project.
- Although these
restrictions are not
considered as question
able in general, sane
exceptions may involve
unfair trade practices,
private ilIJ11OfX)lization,
etc.

(b) Matters which may
fall under unfair
trade practices

(2) Restrictions on
introducing similar
teclmology fran third
parties beyond the
extent that is neces
sary for implementa
tion of the joint R&D
project.
- These restrictions
prohibiting introduc
tion of technology
fran third parties
even after withdrawal
fran the joint R&D
project is likely to
impede fair cuiq::eLi
tion. (see the box at
left. )

(c) Matters which are
highly likely to
fall under unfair
trade practices

® Restrictions on a
participant in using
a technology already
in its possession
or licensing such a
technology to third
parties.

.

.

;

'" ..
.
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(2) Matters Concerning the Technology which is a Fruit of the Joint R&D project

Item

Restrictions on
R&D activities
utilizing the
fruits of the
joint R&D project

Determination of
definition of the
fruits and/or
CMnership of the
rights to the
fruits

Restrictions on
licensing of the
fruits to third
parties

Determination of
share of royalties
paid by third
parties according
to licenses of the
fruits

Obligation to
hold the fruits
in confidence

Obligation to
disclose or
license any im
provement Inven
tion to the fruits

(a) Matters which
are considered, in
principle, not to
fall under unfair
trade practices

CD cetermination of
the definition of and/
or the CMI1ership of
the rights to the
fruits.

® Restrictions on
licensing of the
fruits to third
parties.
- Sore of these
restrictions may,
exceptionall'f,involve
unfair trade. practices,
private rronopolization,
etc. .

® Determination of
share of royalties
and/or other condi
tions related to
licenses of the fruits
granted to third I
parties.

@ Obligation on the I
parties to hold the
fruits in confidence.

® Obligation to
disclose or grant
non-excrusive licenses
for any improvement
invention to the
fruits to other
participants .
- Even obligations
fran CD through ®
may be considered
questionable if
significantly
imbalanced arrong par
ticipants.
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(b) Matters which may
fall under unfair
trade practices

(c) Matters which are
highly likely to
fall under unfair
trade practices

CD Restrictions an R&D
activities utilizing
the fruits of the R&D
project.
- SUCh restrictions
may unjustly restrict
R&D activities of the

Ijiifffcip:mtsaooiiiUar
likely to:imj;ede fair
canpetition.

® Obligation to
assign or grant
exclusive licenses of
any improvement inven
tion to the fruits to
other participants.
- Since such an obli
gation may weaken the
incentive to the
participants for
improvement, and is
very likely to impede
fair canpetition.



(3) Matters Concerning Products Utilizing the Technology
which is a Fruit of the Joint R&D Project

(c) Matters which are
highly likely to
fall under unfair
trade practices

CD Restrictions on
detennination of the
price when selling the
products based on the
fruits of the joint .
R&D project.

® Restrictions on
custarers of the
products based on the
fruits of the joint
R&D project (except
for the restrictions
specified in the box
at left.)

CD Restrictions on
production or sales
territories of the
products based on the
fruits.

(b) Matters which may
fall under unfair
trade practices

~ Restrictions on
production or sales
volurre of the products
based on the fruits.

@ Restrictions on
suppliers of raw
materials and/or parts
of the products based
on the fruits (except
for the restrictions
specified in the box
at left).

(a) Matters which
are considered, in
principle, not to
fall under unfair
trade practices

CD Restricting
custarers to partici
pants and/or the
designated firms for a
reasonable period in
order to maintain the
confidentiality of
kncM-hows resulting
fran the joint R&D
project.
(See the box at right.

~ Restricting suppli
ers of raw materials
and/or parts of the
products based on the
fruits to participants
and/or the designated
firms for a reasonable
period in order to
maintain the confiden
tiality of kncM-hows
resulting fran the
joint R&D or to ensure
the quality of the
products. (See the box
at right.) - The
"reasonable period" in
the context of Q) and

. ········1 ®Hrnay·oo·deteimiiied .
on the basis of a
period required for a
kncM-hCM to lose its
cenrrercial value bY
reverse engineering,
etc., or a period
required to obtain the
equivalent raw
materials fran other
sources.

Restrictions on
production or
sales
territories

Restrictions on
sales price

Item

Restrictions on
production or
sales volume

Restrictions on
custarers

Restrictions on
suppliers of raw
materials and
parts

•
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Item (a) Matters which
are considered, in
principle, not to
fall under unfair
trade practices

(b) Matters which may
fall under unfair
trade practices

(c) Matters which are
highly likely to
fall under unfair
trade practices

I

Restrictions on
quality and
standards of the
products

tID Im!.XJsing a partici- ® Restrictions on the
pane an obligation to . quality or standards
maintain the quality of the products based
and to observe the on the fruits (except
standards of the for the restrictions
products based on the sp=cified in the bbx
fruitsof the joint at left.) ~ Whether or
R&D project when not the restrictions... ·1 FeceivilirSiiCfi ·£Frni'\Dtfi£ooglf® I····
product fran other :impede fair canpeti-
participants in order tion will be judged on
to ensure the effec- the basis of all the
tiveness of. the follCMing· factors:
developed technology. each partacipant ' s
(See the box at posttacn in the
right. ) market; the relation

ship arrong the partic
ipants; the market
situations; the rela
tive.length of the
restrictive period.
- Restrictions tID and
@ may be questionable

I when an influential
finn in the market
~~J:egric-- I

l tions , thereby reduc- .
ing business opp.:>rtu
nities of its canpeti
tors. (See also the
lInt:iJocm]:x:lly Guid~

lines Concerning Dis
ribution Systars and
Business Practices.)
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Chapter 3. COMPARISON OF JAPANESE GUIDELINES WITH US AND EC GUIDELINES

3-1. LEGISLATION AND GUIDELINES COMPARED

In this chapter, the Japanese Antimonopoly Act Guidelines Concerning

Joint Research and Development will be compared with the (US)

National Cooperative Research Act of 1984 and the (US) Antitrust

Guide Concerning Research Joint Ventures (hereinafter referred to as

the "US Guidelines"), and the Commission Regulation (EEC) No. 418/

85 of 19 December 1984 on the application of Article 85(3) of the

Treaty to categories of research and development agreements

(hereinafter referred to as the "EC Commission Regulation") of the

European Community.

3-2. JOINT RESEARCH AND DEVELOPMENT

(1) General Treatment of Joint Research and Development under

Japanese, US and European Guidelines

In the United States, joint R&D was regarded per se illegal under

the Antitrust Laws until the enactment of the National Cooperative

Research Act of 1984. Thus, the US Guidelines stipulate the scope

of exemption under the Antitrust Laws in a limited manner.

The EC Commission Regulation stipulates the scope of exemption

significantly wider than in the US Guidelines.

In the Japanese Guidelines, the scope of exemption is indicated

in the form of example.

CD Predictability as to Legality of Joint Research and Development

Agreement

Although the Japanese Guidelines list a variety of factors to be

taken into consideration, the legality of a joint R&D agreement is,

competition is SUbstantially restrained by the agreement in question.

The EC Commission Regulation explicitly provides a number of

circumstances in which Article 85 of the Treaty establishing the

European Economic Community (Prohibition of Agreements between

undertakings and Concerted Practices ) is not applied. (Such
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exemption from application of Article 85 is hereinafter referred to

as the "exemption from the EEC Treaty".) Thus, the process for

determining the legality issue is very clear, and therefore, it is

easy to predict whether or not a particular agreement will become

questionable under the EEC Treaty. The EC COlIIDission Regulation

also stipulates the conditions under which the exemption from the

EEC Treaty is withheld.

Under the National Cooperative Research Act of 1984, only those

defined joint R&D ventures will be exempted from treble

damages (Section 4) by filing the notification Act,

and the legality of a joint R&D venture under the Antitrust Laws

will be determined according to the "rule of reason" standard

(Section 3).

When compared with the EC Commission Regulation, the Japanese

Guidelines seem to more significantly emphasize comprehensive

judgement based on consideration of all relevant factors. The

judgement by the JFTC may not thus be predicted by mere reliance on

the factors expressly provided in the Japanese Guidelines. These

practices in Japan may appear similar to those in the US where the

However, the judgement on the legality issue is easier to predict

in the US than in Japan owing to a greater number of precedent

decisions established.

(2) Factors to be Considered under Japanese Guidelines

CD Number of Participants and Their Market Shares

The Japanese Guidelines stipulate that a joint R&D project will

generally be considered not questionable under the Antimonopoly Act

if the total market share of the R&D project participants in the

product market is 20% or less. In addition, none of the cases in

which the market share exceeds 20% will be regarded as questionable

until such a judgement of violation of the Antitrust Act is rendered

final after taking into consideration all relevant factors. Again,

the general principle of comprehensive judgement is prevalent.

In the US, the legality issue is decided by the "rule of reason"

standard in a suit for damages under the Antitrust Laws. In a certain

case the market share of about 20% level was taken into

consideration.
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The EC Commission Regulation provides thattheexemptibn from the

EEC Treaty applies to the case where the parties' cOmbined

production of the products does not exceed 20% of the total market

for such produCts in the common market of the EC.

Consider the case iri which the market share has exceeded 20%

during the course of a-joint R&D project. In. Japan, whether or not

the competition is substantially restrained by the joint R&D

the legality issue. In the EC, the legality issue is decided

absolutely on the basis of what is stipulated in the EC Commission

Regulation, and the decision-making will not be affected by

unexpected factors. Under the US practices, the case is jUdged On

the basis of the market share at the time a suit for damages is

brought into court.

® Character of R&D

The Japanese Guidelines indicate that a basic research and a

developmental research have different influence on the competition

in the product-market. In the US,a-.caseis reported where a

judgement was made based on such a principle. However, the EC

Commission Regulation does not specifically indicate such a

principle.

® Need for Joint Undertaking

The Japanese Guidelines provides that cooperation in R&D is deemed

necessary if the joint R&D efforts have been designed as an

environmental or safety measure and require the cost and risk too

large for one firm to bear.

In the US, a joint R&D venture for development of inflammable

pajama for children formulated as an emergency measure was jUdged

as not questionable in light of the Antitrust Laws.

@ Range of objects,· Duration, etc.

The Japanese Guidelines warn that any agreement with the scope too

wide may affect the competition in the market. Similar logic is

employed in the US while no such logic is specified in the EC

Commission Regulation.

(3) Joint Research and Development for Specifications and Standards

Under the Japanese Guidelines, any joint R&D for formulation of new
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specifications and standards will pose a question under the

Antimonopoly Act if a firm or firms which have been restricted from

taking part in the joint R&D may have difficulties in continuing its

business operations, and may possibly be excluded from the market.

On the other hand, any joint R&D which guarantees access of non

participants to the fruits of the joint effort will not be regarded

as questionable. Similar approaches are also being employed in the

. EC and the US.

(4) Conclusion

The legality of a joint R&D agreement is jUdged in Japan on the

basis of all relevant factors with an emphasis on items CD to GD
mentioned above. Although such an approach is adaptable to the

change in social needs, it is more difficult to predict how the

legality of a given agreement is judged in Japan than in the US

because of the lack of sufficient accumulation of precedent

decisions.

3-3. ARRANGEMENTS ACCOMPANYING IMPLEMENTATION OF JOINT R&D PROJECTS

In this section, individual arrangements mentioned in the Japanese

Guidelines are compared with the guidelines and legislation

of the EC and the US. Patent pool and other arrangements mentioned

in the US Guidelines but not in the Japanese Guidelines are excluded

from the following matrix table.

For the EC and the US, the Commission Regulation (EEC) No. 418/85

of 19 December 1984 on the application of Article 85 (3) of the

Treaty to categories of research and development agreements and the

(US) Antitrust Guide Concerning Research Joint VeDtures are being

used as the bases for the determination of legality. Nevertheless,

the interpretation of the US Guidelines is said to be undergoing a

environments.

In the matrix table shown below, the legality is rated and

represented by symbols such as " 0 " meaning that the arrangement

is considered, in principle, not to fall under unfair trade

practices (Clear Clause), " D " meaning that the arrangement may
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fall under unfair trade practices (Gray Clause), and" • n meaning

that the arrangement is highly likely to fall under unfair trade

practices (Dark Clause). The above symbol is accompanied by the

specific article or section upon which the determination is based.

An arrangement marked " t:, " (Gray Clause) under the EC Commission

Regulation is in practice that considered to be " 0 u (Clear Clause).

Although the "t:, " arrangements, ,by nature are regarded as the

based on the rationale that permitting such arrangements will make

the joint R&D and the utilization of its fruits more efficient,

thereby affording benefits to, the participants of the joint effort

and consumers.
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(1) Matters Concerning the Implementation of the Joint R&D Project

Type of Arrangement Japanese EC CCrnnission US Guidelines
Guidelines Regulation

Objective, duration, 0 (1) a CD Note 4 0 LB. and
and work sharing I.B.I.

Obligation to disclose 0 (1) a ® o Article 5 0 I.B.I. and
technical infornation ?aragrarn 1 (a) I.B.2.

.

.
Obligation to hold the 0 (1) a ® 0 Article 5

.

disclosed technical in- paragrarn 1 (d)
fornation in confidence

Obligation to hold the 0 (1) a @ o Article 5
confidential information Paruqraph 1 (d)
in confidence

Obligation to report, on
1

0 (1) a ® o Article 5 0 I.B.I.
the progress paragrarn 1 (a)

Restrictions on the 0 (1) a ® 0 Article 5
diversion of the 6 (1) b CD Note 1 paragrarn 1 (b)
disclosed information

I
for any purpose other
than the therre of the
joint R&D project

Restrictions on carrying 0 (1) a ([) 6 Article 4
out R&D on the same Paragrarn 1 (a)
therre during implementa- (b)

. tion of the joint R&D
project

Restrictions on carrying 0 (1) a ® 6 Article 4
out joint R&D on a Paragrarn 1 (a)
closely related therre (b)
during implementation
of the joint R&D project

Restrictions on carrying • (1) c ® • Article 6 • LB.
out joint R&D on the 0 (1) a ® Note 2 Paragrarn 1 (a)
sarre or a related therre
after ccmpletion of the
joint R&D project

. ..Restrietion$ .....on9ll:ryipg ..• (l)G.CD... c····"·,, .• ArtiGle6 ... . • 1,1}, '.-, .., .." .._..~,.,-•. . .....
out R&D 011 themes other Paragrarn 1 (a)
than that of the joint
R&D project

Restrictions on 0 (1) a ®
introduction of similar 6 (1) b ® Note 3
technology fran other
sources

Restrictions on 0 (1) a @ 0 r.c.
participation of other

Ii finns I ,
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'I'yFe of Arrangerrent Japanese
Guidelines

EC Crnmission
RegUlation

US Guidelines

Restrictions on a
participant in using a
teehnolCXJY already in
its possessicn or in
licensing such a
technolCXJY to third
parties

• (1) c ®

is not Irel1tioned in

• (1) c @Restrictions on the
production and sale of
other ccmpet.inq pro
ducts of the product
derived fran the joint
R&D project

Note1: Restrictions on the developnent. of new technology, even if it is based on ideas
derived fran the disclosed infonnation, as well as the use of the disclosed
infonnation.

Note 2 : SUch restrictions may be considered necessary for a reasonable period fran ,the expiry
of the joint R&D project if for the prevention of breach in bad faith or confinnation
of CW1Brship of the rights gained in the joint R&D.

Note 3 : Restrictions on a participant in introducing similar but superior techmlogy fron
other sources after withdrawal fran the joint R&D project.

'rangenen

r
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(2) M3.tters Concerning the Technology as a Fruit of the Joint R&D Project

Type of Arrangement Japanese EX: Crnmission US G..1idelines
G..1idelines RegUlation

Restrictions on R&D • (2) b CD • Article 6
activities utilizing paragrafh 1 (a)
the fruits of the joint Note 5
R&D project

Arrangement on defini- 0 (2) a CD
tion of, and Oo'II1ership --

of the rights to the
fruits

,
® o I.C.Restrictions on licens- 0 (2) a

ing the fruits to third
parties

Detennination of share 0 (2) a ® o Article 5 o I.C.
of royalties paid by Paragrafh 1 (g)
third parties acoording -

to licenses of the
fruits

Obligation to maintain 0 (2) a @ o Article 5 o LB.I.
the oonfidentiality of- - Paragrafh 1 (d)
the fruits

®
.:

-Obligation to disclose 0 (2) a D, Article 4 -

or grant non-exclusive Paraqraph 1 (g)
licenses of any Note 6
improvement invention
to the fruit-to other
participants

Obligation to assign • (2) b ®
or grant exclusive
licenses of any
improvement invention
to the fruits to other
participants

Note 5 : Restrictions on participants in carrying out R&D independently or in cooperation with
third parties in a field unoonnected with that to which the joint R&D project.

Note 6 Obligation on the parties to camnmicate to each other any experience they may gain
in exploiting the results and to grant each other non-exclusive licenses for any
invention relating to improvements Or new applications.
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(3) Matters Concerninq Products Utilizing the Technology as a Fruit of the Joint
R&D Project

Type of Arrangement Japanese
Guidelines

EX:: cannission
Regulation

US Guidelines

Restrictions on
sales prices

• (3) c CD • Article 6
Paraqraph 1 (d)

• LB.!.

6 • LB.!.
NJte 8

.-

Restrictions on
production or

. 1 sales. territories.

6 (3) b CD 6 Article 4
Paraqraph 1 (d) &

Article.4.. . I . ··1·· . ,
Paraqraph 1 (f)

NJte 7

• Article 6
Paraqraph 1 (f)

Restrictions on
production or sales
volume

Restrictions on
custaners

6 (3) b (2)

o (3) a CD NJte 9
6 (3) b ®

6 Article 4
Paragrarn 1 (e)

NJte 10
.·Article 6

Paraqraph 1 (c)

6 Article 4
paragrarn 1 (e)

NJte 10
• Article 6

Paragrarn 1 (e)

6 • LB.!.
NJte 8

6 • LB.!.
NJte 8

Restrictions on
suppliers of raw
materials and parts

Restrictions on
quality and standards
of the produces

o (3) a (2) Note 11 6 Article 4
6 (3) b @ Paraqraph 1 (c)

NJte 12.

o (3) a ® Note 13 6 Article 5
6 (3) b ® Paraqraph 1 (h)

NJte 14

NJte 7 : Obligation not to manufacture the contract products or apply the contract
processes in territories reserved for Other p3rt:ies (Article 4, Paragraph 1 (d) },
Allotnent of sales territories anong p3rt:icipants of the joint R&D project for a
period of five years fran the time the contract products are first Plt on the market
within the camon market (Article 4, Paragrarn 1 (f).

NJte 8 : A restriction as to production and sales may fall in the scope of arrangements
considered as 6 (Gray Clause), and an arrangement as to division of the market
is regarded as. (Dark Clause), per se illegal.

NJte 9 : Restriction of custorers to partacipants and designated finns for a reasoIlE'ble
period in order to maintain the confidentiality of knm-ha.-lS gained fran the joint
R&D project.

NJte 10: Restrictions on manufacture and application of contract products or processes, only
when the partaes are not in canpetition with each Other. .

NJte 11: Restriction on suppliers of raw materials and parts to p3rt:icipants and
designated finns for a reasonable period in order to maintain the confidentiality
of knoe-hoes and/or the quality of the developed products. .

NJte 12: Obligation to procure the contract products exclusively fran participants and/or
related partdes,

NJte 13: ImpJsing a p3rt:icipant an. obligation to maintain the quality and to observe the
standards of the products when supplying such to Other participants, in order to
ensure the effectiveness of the developed products/technology.

NJte 14: Obligation to supply minimum quantities of contract products and to observe
minimum standards of quality.
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(4) Conclusion on Comparison of Judgement on Joint R&D Arrangements

under Guidelines and Regulation

As the above matrix table shows, the treatment of the example

arrangements given are almost identical among the guidelines and

regulation of Japan, the EC, and the US.

The differences observed include:

a) The EC Commission Regulation and the US Guidelines have a

number of blank areas in respective columns;

b) The Japanese Guidelines show exceptions as in Notes 1-3, 11

and 13;

c) Different basic approaches are useu in "restrictions on

carrying out independent R&D on the identical theme or a

closely related theme during implementation of joint R&D

project" explained in (1) Matters Concerning the

Implementation of the Joint R&D Project, and "obligation to

disclose or grant a non-exclusive license of any subsequent

improvement to the fruits to other participants" explained in

(2) Matters Concerning the Technology which is a Fruit of the

Joint R&D Project, even if the actual treatments are similar;

d) Provisions of the EC Commission Regulation are more specific

than the Japanese Guidelines in "restrictions on production or

sales territories ll
, II re s t ri ct i ons on production or sales

volume" and "r'eat.ri.cti.ons on customers" exp l a ined in

(3) Matters Concerning Products utilizing the Technology which

is a Fruit of the Joint R&D Project.

In authors' view, the blanks in the columns for the EC

Commission Regulation and the us Guidelines mean that those

arrangements may well be jUdged by common sense and need no

probably not differ considerably among Japan, the EC and the

united States.

The exceptions provided in the Japanese Guidelines as shown in

Notes 1-3, 11 and 13 are for the cases where rigid application of

the Law may impede competition and more detailed tools are
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provided in order to avoid such an outcome. Thus, the Japanese

Guidelines are more specific in this respect. IlRestrictions on

production or sales territories II and llrestrictions on production or

sales volume" explained in (3) Matters Concerning Products Utilizing

the Technology which is a Fruit of the Joint R&D project are

considered to be in the gray zone and judged on a case-by-case basis

under the Japanese Guidelines. On the other hand, the same case is
""" """"""""""'""'""""

classified as, either gray or dark case under EC

Regulation. In this respect. the Regulation is more specific than

the Japanese counterpart.

CONCLUSION

In modern technology becoming evermore sophisticated and complicated,

the joint R&D plays a key part in the corporate R&D activities. In

this respect, publication of these Guidelines clarifying the JFTC's

positions and views orithe joint R&D under the Antimonopoly Act,

first attempt ever made in Japan; can be considered as significant

contribution to all the firms intending joint R&D ventures. The

JFTC will present more specifically its staridpoints in the process

of aggregating case decisions through the consultation system.

The JFTC's future activity is worth extensive attention.
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The AntimnOfXJly Act Guidelines
COncerning

Joint Research and Developnent

April 20, 1993
Fair Trade Carmission

Introduction

1. Basic Paints of View

(he of the characteristic features of
recent technological innovations is that
research and developnent (R&D) requires
enormous expenditure and time as techno
logies have becane highly sopai.st.icated
and canplex, spanning many different
fields. And the technologies called for
could becane quite diversified. Par this
reason, joint R&D projects by mltiple

f.izms are increasing in addition to R&D

undertakings by a single firm and the
introduction of technologies fran other

fim.

A joint R&D project stimulates and improves
the efficiency of R&D activities and en
courages technological innovations by (1)
helping reduce the costs, distribute the
risks or shorten the required time for R&D,

and (2) facilitating mutual canplementing
of technologies and so forth, among f izms
in different lines of business, and accord
inglyare regarded as having pro-canpetitive
effects in many cases.

en the other hand, since joint R&D projects
are conducts by mltiple fim, it is
conceivable that they sanetimes cause
substantial restraint of canpetition in

undertaking involves no problem in itself,
an arrangement accanpanying the implemen

tation of the joint R&D project may un
reasonably restrain business activities of
the participants and impede fair canpetition
in the technology market; which is a fruit
of the joint R&D project or in the market;
for products utilizing that technology.

This set of the AntilronOfXJly Act Guidelines
Concerning Joint Research and Developnent,
based on the above-stated perception, is
publ.i.shed in the hope that the disclosure
of the Fair Trade ccmnissioo 0s general view,

with respect to joint R&D, on arrangements
for joint undertaking of R&D projects and

their implementation may enable joint R&D

projects to further pranote, rather than
impede, canpetition.

The FTC does not mean to question joint
R&D activities in general, but it will

examine a given R&D project in the light
of the AntimnOfXJly Act only where it may
exert an anti-canpetitive effect and, in
making such an examination, will of course
take into acoount the pro-canpetitive
effects of joint R&D.

2. COVerage of the Guidelines and
Timing in Passing Judgement

(1) The "joint R&D" projects to which the
Guidelines are applicable are conducts of
"joint undertaking of R&D with the partic
ipation of mltiple fim". Thus, in
respect of participation in joint R&D, the
Guidelines are applicable to attempts in
which "rrore than on firm" participate.
The Guidelines are applicable to any such
conduct as far as it llI3.y affect the Japanese
market; , irrespective of whether the partic

ipants are danestic or foreign f.irms,

activities by a trade association, or (iv)

an arrangement under which mainly one
party provides the funds and the other
engages in actual R&D activities (excluded
are such cases where only one participant
engages in R&D activities and the other
acquires all the R&D fruits for a certain
remuneration, and is considered to be a
contract or the like where the purpose is
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simply in the developnent of technology
and dces not have the nature of a joint
conduct between firms), the Guidelines are
applicable to any of these conceivable ways.

canpany is established, it may also create
a problem under Sec. 10 of the Antirn:mopoly

Act.

they will j:XJSe problems under the Anti
nonopoly Act. HcMever, in exceptional.
cases, where, for example, multiple firms
in the oligopolistic industry or a majority
of "canpeting" firms in the product market,
in improving a certain product or in de
veloping an alternative product, work to
gether under a joint project, in spite of
the fact that this project could be carried
out by anyone of the participating firms.
This could mean restricting R&D activities
arn:mg the partacipants and cause substan
tial restraint of canpetition in the techno'
logy or product market.

Joint undertaking of R&D projects that
(3) Whereas R&D projects, in respect of would j:XJSe problems under the Antimnopoly

their character, may be roughly classified Act would be those canpeting (including
into basic, applied and developnental potentially canpeting, hereinafter referred
researches, the Guidelines are applicable to as "canpeting") firms undertaking R&D

to joint R&D projects on any of these projects jointly. There is very little

...1~!.ip.<Y:Xl ... i:9.r...!1SJIl.:~'.Cl:lI~~iI1'J" •...f~.~..~
undertake R&D project jointly
normally j:XJSe a problem under the Anti
rn:mopoly Act. Each firm is expected to
undertake R&D regarding its products and

production processes, and to ccmpete with
others in the technology or product market.
HcMever, for "canpeting" firms to under
take R&D project jointly would affect ccm
petition in the technology or product
market.

(4) In principle, it is at the time of
the conclusion of a contract on the joint
R&D project that judgement is passed regard

ing problems relating to the joint R&D

under the Antirn:mopoly Act. !lcMever, if
the handling of the fruits of the joint
R&D, etc. cannot be prescribed at.that time,
judgement will be passed regarding problems
under the Antirn:mopoly Act at the time
handling arrangements on such aspects are
made.

R&D project and the arranqemerrt. regarding
its implementation present any problem
under the AntiJronoP:>ly Act, since exarni
nation may often be required on a case-by
case basis, the FTC will establish a con
sulting system regarding joint R&D, and
respond to individual requests for con
sultation (see Appendix).

No.1: Application of the Antirn:mopoly Act

to Joint Undertaking of R&D

1. Basic Concept

In nost cases, joint R&D projects are .
carried out by a small number of firms and

~+l-- '" . ~- 1\-;;;'--~;;;;:"Wfi.ether"---aif'IridiViduar'-specific-j6iiiF- -~':--'"t:here'-"seems'-~;:;:- --~;;.;--;.;:;:~ '~~;;';"k--1~ 1;~1-~ ];;;~'-:';;'l-;;;;;;:.c.:: . - ----- -- -- ---- - - -, - -~

If by undertaking R&D jointly, its activi
ties are restricted arrong the participants ,
and which, in turn, may substantially
restrict canpetition in the technology or
product market, such a joint undertaking
of R&D can pose a problem under the pro
visions of Sec. 3 of the Ant:irronopoly Act
(Unreasonable Restraint of Trade). If the
joint R&D project is undertaken by a trade
association, it may also present a problem
under Sec. 8, or if a jointly-invested

2. r-Btters to be Considered When r-Bking
Judgements

(1) Regarding the problem of undertaking
R&D jointly, judgement will be made case
by-case, and giving due consideration to
the pro-canpetitiveeffect, whether or not
the problem wouJ.d cause substantial re

straint of cu'IfeLition in the technology
or product market. In passing judgement,
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the folla-ring matters will be canprehen
sively taken into consideration.

(j) Number of Participants and Their
Market Shares

In passing judgement as to whether or not
a given joint undertaking of R&D presents
a problem under the Antimonopoly Act, the
number of participating firms and their
shares and positions in the market are
taken into aooount. Generally speaking,
the greater the market shares of the
participants and the greater the number of
firms excelling in business capabilities
including the technological developnent
cupability arrong the participants, the IIOre
likelihood of the joint conduct to present
a problem under the Antimonopoly Act or,
conversely, the smaller the market shares
of the participants and the smaller their
number, the less likelihood of the joint
conduct to present a problem under the
AntillOnopoly Act.

For instance, a joint R&D project anong
ccmpet.inq firms in the market for a
product, is undertaken to improve the
product or to develop an alternative to
the product. If the canbined market share
of the said product of the participants is
no IIOre than 20%, it will usually present
no problem under the Antimonopoly Act.

Further=re, even if the total of the said
market share exceeds 20%, it does not right
away pose a problem. Judgement will be
made by canprehensively, taking into con
sideration matters fran CD through @ •

As a market relevant to a joint under
taking of R&D, apart fran the product, it

in which the technology itself is an object
of transaction. In passing judgement on
restriction of =tIfetition in the techno
logy market, it will not depend on the
market share, etc. of the said product of
the participants, but on the standard of
whether or not there are appropriate number
of units to undertake R&D in the said

. technology market. In such a case, since

technologies oost less to transfer and are
objects of international transactions,
when considering either actual or potential
units to undertake R&D, not only danestic
but also foreign firms would have to be
taken into account. and, norma.LIy, there
are a substantial number of units to under
take R&D, and in that case, the undertaking
is less likely to present a problem under
the Antimnopoly Act.

<Zl Character of Research

R&D projects can be classified into basic,
applied and developnent researches as
different stages of a canprehensive research
work. And these differences in character
are an important criterion in passing
judgement as to whether the :i.mp3.ct of a
given joint R&D project on milfetition in
the product; market is direct or indirect.
If it is a developnental research, since
its fruits would have a IIOre direct :i.mp3.ct
on the product market, it would IIOre likely
present a problem under the AntillOnopoly
Act. en the other hand, if a joint R&D

project is made for basic research, which
is not intended to develop a specific product,
it usually would have little effect on
CCIlIP"lition in the product market, and is
less likely to present a problem under the
Antimnopoly Act.

® Need for Joint Undertaking

Where the risks involved or the oost of a
research project are too great to be borne
by a single firm, or where the firm under
taking the R&D project finds a strong need
anong other reasons, for joint undertaking
with other firm or firms in view of the

resources, technological developnent poten
tial and SO forth, joint undertaking of the
R&D project is considered necessary for the
achievement of the objective of the R&D

project, such undertaking is less likely
to present a problem under the Antimnopoly
Act.

M::Jreover, a joint R&D project intended to
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address so-called external factors, such
as developing an environmental or safety
rreasure, may not in itself imnediately
exclude the poss.ibi.Li.ty for such project
to pose a problem under the Ant:illlJnop:>1y
Act. HaNever, taking into account, cost,
risk, and so forth, related to research,
it may not be so easy to carry it out

alone. In such a case, it is less likely
to pose a problem under the Antirronopoly
Act.

@ Range of Objects, Duration, etc.

The range of objects, duration, etc. of
the joint R&D project are also taken into
account in assessing its impact on canpeti
tion in the market. In other words, where
the range of objects, duration, etc. are
clearly defined, its impact on canpetition
in the market will be less than where they
are more extensively stipl1ated than
necessary.

rrentioned above do not arise, should the
total market share of the participants be
fairly high, and in starting a joint R&D

project to develop technology indispansable
for business linked to unification of
standards or to standardization, a firm is
restricted fran participating and as a
result, finds difficulty in carrying on
business activities and be exposed to
danger of being excluded fran the market.
In such a case and as an exception, under
taking such R&D jointly could pose a
problem under the Antirronopoly Act (private

M:mopolization, etc.)

For example, regarding a joint R&D project
in which the canbined market share of the
participants is fairly high, the fruits of
said R&D, assessed by the substance of the
R&D, might very poss.ihly be actually
standardized in the business field concern
ed. Should this joint R&D project be
difficult to be carried out by an indi
vidual firm, and if such standardization
contributes to rationalizing production
and distribution, does not harm the

interests of the consumer, and does not
restrict the R&D, production, and sales
activities of the product, without the use
of the technology concerned, the under
taking of R&D jointly will be permitted.

Even in such a case, if a firm is re
stricted fran participating in said joint

R&D project: restricted fran access
(rational terms for utilization of the

results, availability of information on
tnei'esuI£S;·····EiEC:;·.··D:ere:iilii.ftei'•• ·referrecr··r;;c .....
as Access): and finds difficulty in its

business activities as it has no other
possible means to do business. As a result,
if there is danger of the firm being

excluded fran the market, it would PJSe a
problem under the Ant:illlJnop:>1y Act.

IboeVer, if the firm that is restricted
fran participating in the said joint R&D

project is guaranteed Access to the results
which may not make the firm's business
activities so difficult, it would not pose

No.2: Application of the AntirronopolyAct
to Arrangements Accanpanying the
Implementation of Joint R&D projects

1. Basic concept

Even where the joint undertaking of R&D

presents no problem under the Antirronopoly
Act, arrangements accanpanying the implemen

tation of the joint R&D project may affect
canpetition in the market and they may create
problem or problems under the AntiIllJnopoly
Act.

Thus, if an arrangement unjustly restricts
the business activities of a participant
under an arrangement and may thereby impede

fair canpetition, the arrangement will
constitute unfair trade practices and pose
a problem under the provisions of sec. 19
of the AntiIllJnopoly Act.

FurtherIllJre,· in implementing a joint R&D

project by "ccmpeting" firms in the product
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market, if business activities are mutually
restricted in finns on price and voham,
etc. of a product, it will be examined in
accordance mainly with the provisions of
sec. 3 (Unreasonable Restraint of Trade)
of the Antinonop::lly Act.

MJreover, since a joint R&D project is
undertaken by multiple finns to achieve a
ccmron purpose, arrangements by the partic
ipants regarding its implementation are
basically judged by this set of Guidelines.
"Guidelines for the Regulation of Unfair
Trade Practices with Respect to Patent and
KnCM-hCM Licensing Agreements" (p.lblished
on February 15, 1989), the object of which
is technological transaction, will not
apply. However, in concluding a license
contract with a third party on the results
of the joint R&D project, it will be judged
by the above mentioned Guidelines.

2. Judgement Concerning Unfair Trade
Practice

In the follMng paraqraphs, matters to
be arranged in connection with the implemen
tation of a joint R&D project are class
ified,Cln the basis of the realities of
joint R&D projects, into three categories
including (1) "Matters Conoerning the
Implementation of the Joint R&D Project",
(2) "Matters Concerning the Technology
which is a Fruit of the Joint R&D Project"
and (3) "Matters Conoerning Products
Utilizing the Technology which is a Fruit
of the Joint R&D project", each being
subdivided into (a) "Matters which are
considered, in principle, not to fall under
unfair trade practices", (b) "Matters which

(c) "Matters which are highly likely to
fall under unfair trade practices", and
the Fl'C's views under the Antinonopoly Act
are revealed as much as possible fran the

. viewpoint of unfair trade practices.

"Matters which are considered, in
principle, not to fall under unfair trade
practices" are considered to be within a

reasonable scope, needed for srrooth im
plementation of the joint R&D project and

have little impact on cullf€Lition. Even if.
such matters have been arranged, they do
not, in principle, constitute unfair trade
practices and accordingly present no problem
under the lIrrt:iIronopoly Act. !blever, even
such matters will present a problem under
sec. 19 of the Antimnopoly Act (General
Designations: Article 14 (Abuse of D:nrinant
Bargaining Position) or Article 5 (Dis
criminatory Treatment in a Concerted
Activity» if its contents significantly
lack balance arong the participants and
thereby place any specific participating
firm at an unreasonable disadvantage.

Regardi.ng the "Matters which may fall
under unfair trade practices," each matter
is individually examined as to whether or
not it may impede fair canpetition and, in
such an examination, whether or not said
matter may impede fair cullf€Lition is
judged on the basis of the overall assess
ment of the participants' positions in the
market, the relationship arong the partic
ipants, the market situation, the relative
length of the pariod during which the
restriction is imposed, arong other factors.

In such a case, the nore influential the
positions of the participants in the market,
the less intense the cuilfeLltion in the
related markets, and the longer the duration
of the restriction, the greater the likeli
hood of impediment of fair canpetition.
Furtherrrore, the CX1llpatibility with Articles
14 and 5 of the General Designations
mentioned above will also be questioned
here in certain cases.

under unfair trade practices" are not
deemed necessary for the implementation of
the joint R&D project and as the contents
of the restriction themselves to be imposed
are highly likely to impede fair ccmpeti
tion, they would be considered to fall
under unfair trade practices unless there
is a particular reason or reasons to
justify such practices.
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(1) Matters Concerning the Implementation
of the Joint R&D project

(a) Matters which are considered, in
principle, not to fall under unfair
trade practices

CD Arrangement on the objective, dura
tion, and sharing (sharing of work, sharing
of cost, etc.) of the R&D project.

close arrong the participants themselves
information (including what is obtained in
the process of the joint R&D project; the
same applies hereinafter) on the techno
logies, etc. (including findings, data,
etc.; the same applies hereinafter) neces
sary for the joint R&D project.

® calling for the obligation to keep
secret the information on the technologies,
etc., disclosed under ® fran other partic
Ipants ,

@ Calling for the obligation to keep
secret such information, other than the
information on the technologies, etc. under
®, obtained fran fellCM participmts and
those which are SUPPOSed to be particularly
mnfidential (including the secrecy of rhe
actual implementation of the joint R&D

project) •

® calling for the obligation to report.,
on the progress of the shared part of the
research work to other participmts.

® Restrictions on the diversion of the
technologies, etc. disclosed by other
participants under @ for any purpose other
than the theme (which means the scope of
the objects of the joint R&D project; the
same applies hereinafter) of the joint R&D

project (except in the case of (l)-(b)-Q)).

(f) Restrictions on an R&D of an indi
vidual or with a third party or parties
which has the same theme as that of the
joint R&D project during the implementation
of the joint R&D project.

® Restrictions on a joint R&D with a
third party or parties on any theme very
closely related to the theme of the joint
R&D project during the implementation of
the joint R&D project, where such re
strictions are deemed necessary for
preventing a disp.rte arising over the
fruits of the joint R&D project or inducing
the participants to the joint R&D project
to dedicate themselves to the said project
(see (l)-(c)-Q).

® Restrictions on a joint R&D with a
third party or parties on the same theme

as or any theme very closely related to
the theme of the joint R&D project for a
reasrnable period after. the canpletion of
the joint R&D project, where such re
strictions are deemed necessary for
preventing a disp.rte arising over the
fruits of the joint R&D project and for
inducing the participants to dedicate
themselves to the said project (see (1)
(c)-Q) and ®).

Restriction on R&D after canpletion of
the joint R&D project can not, in principle,
be accepted. It unjustly restricts .the
R&D activities of the participants and
would seem to strongly impede fair canpeti
tion (see (l)-(c)-Q) and ®). Ha,.,ever,
in the case of a reasonable period after
canpletion of the joint R&D project, when
it is accepted that the restriction was
necessary to prevent a breach of faith or
confinn acquisition of rights, restricting
an R&D with a third party having the same
theme or very closely related to it, would
not be considered, in principle, an imped
iment to fair mm.:eLition.

® Restrictions on the introdUction
fran sane other party, of a technology
similar to the technology which is the
objective of the joint R&D project during
the implementation of the joint R&D project
in the case where the necessity is rscoq
nized to induce the participants to dedicate
themselves to the joint R&D project (except
in the case of (l)-(b)-<ID).
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([j) Restrictions on the participation
of other fims in the joint R&D project.

It will not, in principle, create a problem
by just restricting participation of other
fims in the joint R&D project. However,
it oould pose a problem in exceptional
cases under unfair trade practices (General
Designations: Article 1 [Concerted Refusal

to Deal], Article 2 [Other Refusal to Deal],
etc.) and under private rronopolization,
etc. (see NO. 1-2 (2).

(b) Matters which may fall under unfair
trade practices

CD Restrictions on the diversion of the
technologies, etc. disclosed by other
participants in oonnection with the joint
R&D project regarding themes other than
that of the joint R&D project beyond a
reasonable extent necessary for the
prevention of the diversion of the techno
logies, etc. (see (l)-(a)-GD).

If even the developnent of another
different technology based on a hint fran
the disclosed technologies, etc., instead
of diverting them as they are, is restricted,
the restrictions on .such R&D activities
will be. regarded as exceeding a reasonable
extent necessary for the prevention of the
diversion of the technologies, etc. and,
unjustly restricting business activities
of the participants in the joint R&D project,
and it would seem likely to impede fair
canpetition (General Designations: Article
13 [Dealing on Restrictive Tems]).

~ Restrictions on the introduction
fran sane other party of any technology

objective of the joint R&D project beyond
an extent necessary for the implementation
of the joint R&D project (see (l)-(a)-@).

If the wish of a participant to withdraw

fran the joint R&D project by disclaiming
its rights to findings, fruits, etc. per
taining to the said R&D project and to
introduce superior technology fran another

party is rejected, such a restrictioo will
be regarded as binding unjustly 00 the
business activities of the participant
beyond an extent necessary for the
implementation of the joint R&D project.

And such a restriction would seem likely
to impede fair canpetition by depriving

the finn holding a canpetitive technology
of transaction opportunitnes or depriving
each participant of its freedan of the
choice of technology (General Designations:
Article 11 [Dealing on Exclusive Tems]
or 13 [Dealing on Restrictive Tems]).

(c) Matters which are highly likely to
fall under unfair trade practices

CD Restrictions on R&D on theme other
than that of the joint R&D project (except
in the case of (l)-(a)-® and ®).

~ Restrictions on R&D on the same theme

as that of the joint R&D project after the
oanpletion of the said joint R&D project
(except in the case of (l)-(a),-@).

Restrictions such as CD and ~ above may
unjustly restrict R&D activities by the
participants and are regarded as being
highly likely to impede fair canpatition
(General Designations: Article 13 [Dealing
on Restrictive Tenns]).

® Restrictions on the use existing
technologies by'any participant or on
granting of license of such technologies
to a third party.

@ Restrictions on the production and
sales activities by any participant with

respect to any CXlllfk!Ling product or the

fruits of the joint R&D project.

Restrictions such as ® and @ above
that are not deemed necessary for the
implementation of the joint R&D project are
regarded as being highly likely to impede
fair cx:mpetition (General Designations:
Article 13 [Dealing on Restrictive Tems]).
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(2) Matters Concerning the TechnOlogy
which is a Fruit of the Joint R&D

Project

(a) Matters which are oonsidered, in
principle, not to fall under unfair
trade practices

CD Determination of the definition of
or title to the fruits.

implementation of the fruits by a third
party.

Restricting approval of implementation of
the fruits to a third party in itself does
not, in principle, pose a problem. Ha-.ever,
it could pose an exceptional problem under
unfair trade practices (General Designations
Article 1 [concerted Refusal to Deal],

Article 2 [Other Refusal to Deal], etc.)
and under private rronopolization, etc.
(see NO. 1-2 (2).

® Determination of the sharing,etc.
of the royalty pertaining to the license
for the implementation of the fruits by a
third party.

@ Calling for the obligation to keep
the fruits of the work secret.

® Calling for the obligation to dis
close inventions, etc. that would improve
the fruits to ather participants or to
permit the implementation thereof by ather
participants on a non-exclusive basis.

As already stated, any restriction fran
CD through ® above will present a problem
if its contents significantly lack balance
arn:mg the participants and thereby place
any specific participating firm at an un
reasonable disadvantage.

(b) Matters which are highly likely to
fall under unfair trade practices

CD Restrictions on R&D activities
utilizing the fruits.

SUch a restriction unjustly restricts R&D

activities by the participants, may reduce
canpetition in the market, and is regarded
as being highly likely to :impede fair
wlipeLition (General Designations: Article
13 [Dealing on Restrictive Terms.] ).

@ Calling for the obligation to
transfer inventions, etc. that would
improve the fruits to ather participants
or to pennitthe implemetltation thereof by

SUch a restriction weakens the incentive
for R&D activities by the participants to
improve the fruits, may reduce ccmpetition
in the markec, and would be regarded as
being highly likely to :impede fair ccmpeti
tion (General Designations: Article 13
[Dealing on Restrictive Terms]).

(3) Matters concerning Products utilizing
the Technology which is a Fruit of
the Joint R&D Project

(a) Matters which are considered, in
principle, not to fall under unfair
trade· practices

CD Restricting the marketing of products
utilizing the technology which is a fruit
of the joint R&D project to another partic
ipant or to a firm or firms it designates
within a reasonable period if such

restrictions are required for keeping the
kn<M-how which is a fruit of the joint R&D
project secret (see (3)-(b)-QP).

@ Restricting the supply source or
sources of raw materials or parts for the
products utilizing the technology which is
a fruit of the joint R&D project to another
participant or to a firm or firms it. desig
nates within a reasonable period if such

restrictions on the supply source or sources
of raw materials or parts are required for
keeping the know-how which is a fruit of
the joint R&D project secret or for ensuring
the quality of the products based on the
fruit (see (3)-(b)-GD).
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The "reasonable per.iod" under CD and ®
above is determined according to the length
of time when the kru::w-how will lose its
transaction value judged by reverse <mgineer
ing or otherwise at the technological level
prevailing in the area concerned and the
length of time when equal raw materials or
parts can becarE available fran other
sources, among other factors.

® Calling for the obligation to main
tain the product quality or standards at a
certain level so as to ensure within a
necessary range, the effectiveness of the
technology which is the fruit of the R&D

when receiving fran another part.ic.ipant.,
supply of products based on the R&D result
(see (3 )-(b)-@).

(b) Matters which may fall under unfair
trade practices

CD Restrictions on the production or
sales territories of the products based on
the fruits.

® Restrictions on the production or
sales volumes of the products based on the
fruits.

® Restrictions on to whan to sell the
products based on the fruits (except in
the case of (3 )-(a)-(D).

@ Restrictions on the supply source
or sources of the raw materials or parts

for the products based on the fruits
(except in the case of (3 )-(a)-@).

® Restrictions on the quality or
standards of the products based on the

Problem will arise if any of the items
fran CD through ® above is judged to have
the possibility of impeding fair canpetition
on the basis of overall assessment of the
parni.c.ipant.s ' positions in the market, the
relationship anong the participants, the
market situation, and the relative length
of the per.iod during which the restriction

is :inI]:osed, anong other factors. In such a
case, the problem will be related to unfair
trade practices (General Designations:
Article 11 [Dealing on Exclusive Terms],

13 [Dealing on Restrictive TeIlTlSL etc.).

F'Urthernore, for ® and @ above, for
example, regarding a joint R&D project
~ business. partners to improve the
product or to develop an alternative to
the product, there may be cases where an
influential finn in a market implement
such restrictions, resulting in reduoed
business opportuninies of the canpetitors
and making it difficult for them to easily
find alternative trading partners. In

that case, such restrictions \'oOUld seem
likely to iJnpede fair ccmpetition (see the
l\ntinonop:lly Guidelines Concerning Dis
tribution Systems and Business Practices
(p.lblished on July 11, 1991) Part 1,
Chapter 4 [Restrictions on Trading partners
of Dealing with Canpetitors]).

(c) Matters which are highly likely to
fall under unfair trade practices.

CD Restrictions on the sales prices to
a third party, of the products based on
the fruits.

SUCh a restriction \'oOUld deprive any
participant subject to the restrictions of
its freedan of pricing, which is its import
ant means of ccmpetition, and is regarded
as being highly likely to iJnpede fair
canpetition (General Designations: Article
13 [Dealing on Restrictive TeIlTlS]).
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A requestor who is not familiar with the
procedure for requesting oonsultation or
the way in which the request form is to be
filed out is advised. to inquire in advance

. with one of the offices listed "in the
separate .table.

to

3. Procedure for Request

It is not necessary for all the parties
to the joint R&D project to request, but
parties to the project other than the
requestor or requestors, if deemed necessary
by the FTC, my be heard with the COI1SeIlt

of the requestor or requestors.

a
oonsultation ina specified form, accanpanied
with supplementary mterial, with the
Director General of the Executive Bureau
of the Fair Trade Ccmnission. The documents
may also be filed via the canpetent local
office of the FTC (see the separate. table
of offices).

1. Joint R&D Projects COvered by the

Consulting System

Requests for general oonsultation, includ
ing inquiries about this set of Guidelines,
will be handled in the same manner as before.

This set of Guidelines sets forth, with
respect to mtters to be arranged in
connection with a joint undertaking of R&D

and the implementation of the joint R&D

project, the FTC's views under the Anti
rronopoly Act. Haoever, sane firms my
find it not easy to judge whether an indi-
;;:duaisp,;c;ifiC;JointR&Dp~o3;:;tP;:esentsC.
any problem under the Antimonopoly Act.
Therefore, the FTC will establish a oonsult
ing system regarding joint R&D projects
along with the p.lblication of this set of
Guidelines, and respond to individual
requests for oonsultation fran participants
of joint R&D projects.

Appendix: The Consulting System Concerning
Joint R&D project

The objects of the oonsulting system will
be, with respect to joint R&D projects to
which the Guidelines are supposed to be
applicable under "2. Coverage of the Guide
lines and Timing in Passing Judgement" in
the "Introduction" to the Guidelines, those
mtters to be arranged in connection with
a joint undertaking of R&D and the implemen
tation of the joint R&D project whose
a:mpatibility with the provisions of the
Antirronopoly Act is not clear.

2. Request for Consultation

The party eligible to request prior
oonsultation shall be the finn or the trade
association intending to implement a joint
R&D project which would be an object of
prior oonsultation, irrespective of whether
the firm or the trade association is a
danestic or a foreign entity.

4. Reply to Prior Consultation

(1) If prior consultation is requested,
the FTC will examine whether. the oontents
of the intended joint R&D project would
contradict any provision of the Antirronopoly
Act, and the result.will be notified in
writing.

If necessary, the reply my be valid for
only a prescribed period or be conditional.
If the contents of the technology involved
should be evaluated, if the likely irrq:act
on the produetrrarket in the future should
be evaluated,or if intervention in a private
dispute would be involved, the FTC may
refrain fran replying.

(2) If a reply to prior oonsultation is
given to the effect that the intended oonduet
does not oontradict any provision of the
Antirronopoly Act. no legal action shall be

taken against the oonduet for which the
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consultation was sought on the ground of
its oontradiction of a provision or provi
sions of the Antim:Jnopoly Act, except where
a oonduct different fran the oonduct
referred to in the request or a oonduct in
violation of anyoondition attached to the
reply has been carmitted.

5. Withdrawal of a Reply to Prior
Consultation

If, after a reply is given under 4-(2)
above to the effect that the intended joint
R&D project oontradicts no provision of the
Antirronopoly Act, a change arises. in any
of the facts on which the judgement under
lying the reply was based, such as a sig~

ni£icant change in the positions of the
parties in the markets or in the situations
of the market.s , or it is deemed In
appropriate to maintain the reply for Sane

other reason, the FTC may Withdraw its :reply
either in whole or in part. In this case,
in principle, no legal action shall be

taken against the oonduct for which the
consultation was sought on the ground of
its oontradiction of a provision or
provisions of the AntiJronopoly Act until a
reasonable period for taking necessary
measures has passed after the withdrawal
of the reply in whole or in part.

6. Publication of Prior Consultation

The contents of prior consultation and
the reply thereto (even if later withdrawn)

in·tn,,,aoseilice····:········· ....................•....•...
of any circumstance to prevent such
publication except for parts regarding
confidential matters of the firm or finns.
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Attachment (Form M)

APPLICATIOO FrnM FCRPRICR a:NSULTATIOO

JOINr RESEARCH AND DEVELOPMENr

Date

To the Secretary General,

The Fair Trade Carrnission

Name of the Firm or the Association

Name and Title of the Representative

Name and Telep,.one Number of

Person in Charge

as stated below, and hereby applies for prior consultation regarding whether. the

project pose a problem under the Ant.iIocmop:)ly Act Guidelines Concerning Joint

Research and Developnent.

1. rutline of Participants (Signers of the Joint Research and Developnent Contract)

Enter the following information for all partacipacinq firms (associations).

(1) Name of the firm or the association

(2) Address of the finn or the association

(3) sunmary of the firm or the association's business activities

2. Market Share and Ranking of particip3.nt

Enter the market share, rank, etc. of the main firms concerned with the related

product that is related to Joint Research and Developrent.
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3. Matters Concerning Joint Research and Developnent

Enter the follcw.ing information on Joint Research and Developnent.

(1) Date of the signing of the Joint Research and Developnent contract.

(Contract to be signed on or about year, mnth, day (contract signed

on year, month, day»

(2) PurpJse of Joint Research and Developnent (details of achievement expected fran

fran Joint Research and Developnent).

(3) Character of research.

( 4) Need for joint undertaking (in specific detail).

(5) Object and period of Joint Research and Developnent.

(6) Restrictions placed on access to the fruits of Joint Research and Developnent

by third parties.

4. Matters Concerning Arrangements Made for Joint Research and Developnent

For each of <D Matters Concerning the Implementation of the Joint Research and

Developnent Project, (2) Matters Concerning The Technology which is the Fruit of

the Joint Research and Developrent Project, and ® Matters Concerning Products

utilizing the Technology which is the Fruit of the Joint ReSearch· and Developnent

Project, enter item or items that would cane under categories other than "Matters

which Are Considered, in Principle, Nat to Fall under Urifair Trade Practices"

accordinq to the aforementioned Antirronopoly Act Guidelines.

5. Other Attached References

Attach <D a Copy of the Contract and (2) any other reference materials which may be

of use.

6. Other Matters

Enter concisely any other matters that require consultation.
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Annex

Offices in Charge of Prior consultation

Name of Offices

Executive Office of the

Coordination Division
Eoonanic Deprrtment

Hokkaido Office

Tohoku Office

Chubu Office

Kinki Office

Chugoku Office

Shikoku Office

Kyushu Office

Fair Trade office,
Okinawa General Bureau,
Okinawa Developnent
Agency

Address and phone Number

2-1, Kasumigaseki 2-d1ane

Tel. (03)3581-5471

sapporo Joint Office Building #2
10 O:lori-nishi, Chuo-ku, sapporo 060
Tel. (011)231-6300

Sendai Joint Office Building #2
2-23, Honcho 3--chane, Aoba-ku, Sendai 980
Tel. (022)225-7095--6

Nagoya Joint Office Building #2
.. 5.c:l.L~...2-d1ane., .l'/al@c:ku, Nagoya 460
Tel. (052)961-9421~4

Osaka Joint Office Building #4
1-76, etIternae 4--chane, Chuo-ku, Osaka 540
Tel. (06)941-217~6

Hiroshima Joint Office Building #4
6-30, Karnihatchobori, Naka-ku, Hiroshima 730
Tel. (082)228-1501~3

Takamatsu Joint Office Building #2
17-33, MatsushiIna--cho l--chane, Takarnatsu-shi 760
Tel. (0878)34-1441~2

Fukuaka Joint Office Building
11-1, Hakataeki-higashi 2-d1ane, Hakata-ku,
Fukuaka 812
Tel. (092)431-5881

Fuso Building
21-13, Maejiroa 2--chane, Naha-shi 900
Tel. (098)863-2243
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TRADEMARK UCENSES BASED ON
ACQUISITION OF BUSINESSES

Presented at the 1993 Congress 
Pacific Intellectual Property Association

Cincinnati, Ohio
5-8 October 1993

In considering this topic, it came to me that trademark licensing is

more complex than sometimes appears at first blush. For example, not

only does trademark licensing become important when a business is being

acquired but also is important when a business is being divested, a dis

tributor network is being organized or in the conduct of various joint venture

businesses around the globe.

Too often the potential for revenue generation via a trademark license

is overlooked by the business people. I need not discuss this in detail for

those who are representative of, or working for, consumer products-oriented

companies. However, for those of us that work for commodity suppliers,

the potential for trademark licensing has been a continuing education pro-

licensing.
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The foundation for any licensing program, be it a license in or a

license out, is close relationship with the business people and counseling

of the business people to understand that ia successful trademark program

To begin with, an aggressive registration program is key to worldwide

trademark licensing. This means that once a mark or a group of marks

have been selected as relevant to a particular business, that the licensor set

about preparing and filing applications in the relevant jurisdictions, either

based on actual use or intent to use the mark or marks covering all the

Behind the aggressive registration program is a thorough understanding

and search of the various countries to make sure that the mark or marks

are registerable in a given jurisdiction. Too often, because of the vagaries

in what the various trademark offices consider to be descriptive subject

matter, a mark may be registerable in the U.S. but falls flat on its face in the

UK and the rest of Europe. Therefore, use of the various searching services

and cornrnercial databases to obtain background information, is indispens

able.As the old adage states, forewarned is forearmed. In Air Products

while for many, many years we have done all of our patent and trademark

prosecution directly with associates in the various foreign countries, I have

found that if there is a campaign for a specific mark that is to be registered
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worldwide, e.g. our house mark - Air Products with the Stylized A or delta

bar as you may refer to it, that use of a U.S. intermediary was a big plus

if not indispensable. In addition to the U.S. intermediary having access to

various databases, the U.S. intermediary who deals in trademarks on a daily

basis was able to coordinate the requirements throughout the world and to

shuffle the papers much more efficiently than we were in this large trade

mark registration campaign. In addition, the on-going watch service of the

U.S. intermediary, which is inexpensive, has provided valuable monitoring

of activity around the world in regard to the house mark. This has also

been the case with marks that our chemicals group has been successful in

establishing· in the world marketplace.

Upon completion of the background investigation and the searches,

then it's a matter of sitting down with the business people and under

standing what it is that they expect to receive from the license agreement

and making sure that all of the relevant terms and conditions are set forth .

in the license agreement. Here it is important to note that in the U.S. we

are very good at word-smithing and set out benchmarks by the written

word. This may not be the case in foreign jurisdictions where the other

side may have a working knowledge of English, but not of the U.S. system.

It is important to make sure that the understanding that passes between the

business people is fairly. reflected in the license agreement and that the
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other side, if their culture is such that they base.their understanding of the

agreement on the face-to-face negotiation and look at the memorialization

of the arrangement as .arrecessary. evil, that there is no inconsistency

··w •..l:>l?1Wl?§DJbl?1WQ,...I§,rll§lJIl?g§,9.b.QI1l?QLyQlJJ]e§..e.....~l:lI§!QEY!.tl.~t.~.I.II ...E€l.:...

inforce this observation.

The understanding and the conditioning of the licensee is. of para

mount importance in the trademark license agreement and is.the most im

portant item in a license agreement where a house mark is being licensed,

whether it's being licensed for a short.period of time to cover any divestiture

mh",r", th",r",i", nrnrl"f"t th<lt is l:>eingtransferred to the new owner

only until the new owner exhausts the supplies on hand when the divesti

ture is complete and he will have the benefit of using your house mark until

that time or there is a long-term relationship under the license agreement.

Remember, misuse of the trademark can lead to loss of the rights, whether

the misuse takes place by the owner or the owner's licensee. Generally the

actions of the licensee will inure (good or bad) to the benefit/detriment of

the licensor.

We at Air Products have prepared numerous license agreements with

venture partners of ours in Southeast Asia (Exhibit A) which we believe was

adequate and set forth the rights and obligations of the parties. After
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execution of the agreement and the commencement of the joint venture

activities,1 received a watch notice whereby our venture partner sought to

register a trademark which was a combination of the stylized portion of our

mark with their house mark. Repeated correspondence did not achieve the

. voluntary withdrawal of the registration or the application to register, so I

had to bring an opposition proceeding. Only then were we finally able to

set the matter right, pointing out that the licensee had the right to use the

mark ina combination he chose but not to register in their name. trade

marks bearing any portion of our house mark. Again this points out the

need for an aggressive registration and monitory program and making sure

thaFif the mark can dissected that the various portions of the mark are

registered in various foreign jurisdictions. Here again, education is the

watch word. Unless you take the' time to educate your own business

people who in turn education the venture partner people, this situation can

arise. Clearly trademarks are important and probably more misunderstood

than patents in some jurisdictions.

Appended as Exhibit B is trademark license agreements covering

detailed requirements by Licensee in order to use Licensor's house mark

and other marks. This details the precise usage of the house mark.

E,\JCS\PIPATALK
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Exhibit C is another version of a license to use a house mark and

other marks. This Agreement covers the semiconductor mask works

acquired by licensee which include licensor's logo.

. Exhibit D is representative of a License Agreement used with

distributors which mayor may not be partially owned by Licensor. This

Agreement is being put in place in Canada under the aegis of the new

Canadian Trademark Law.

After the parties and the subject matter of the license are defined,then

ofthearantmust be .defined, ··If .it.Is .aworld-widelicense.can

Licensee sub-license? Is it personal to Licensee?

The agreement must specify how the Licensor will monitor usage and

what happens, e.g. termination if the Licensee fails to comply. Licensee

might want pre-approval of advertising and labeling as circumstances

dictate - most important is a recitation of use inuring to benefit of Licensor.

Warranties whether or not given should be set out.

Indemnification should be set out.
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I
Term and termination should be set out. Here it pays to define

actions or events, e.g. involving rnisuse that will trigger termination.

·······Applicablell:lw;jurisdiCtiorraridsettlementCofdisputes(e~g;i9.rbitration) ... .. .. h •. • . ,

should be set out.

There should be a clause setting forth the relationship between the

parties (i.e. they are independent and not able to speak or pledge assets

one for the other).

~ __'~~_·' __ • H_

Transfer of the agreement .shculd be dealt with, Le. can either party

assign (at will, only in the event of selling the related business or not at all).

Notice provisions are important.

Other clauses as the parties may deem appropriate.
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In regard to trademark licensing in Europe, the INTA has pUblished

a document entitled "Guidelines for Trademark Licensing in the European

Community", a copy of which is available from INTA for fifteen dollars for

INTA members and twenty dollars for non-members. The address for the

INTA is:

Six East 45th Street

New York, NY 10017

(212) 986-5880

Fax No. (212) 687-8267.

This publication summarizes the status of trademark law in Europe at the

moment in view of the large amount of activity in the member communities.

Remember that Article 85 of the EEG Treaty makes no distinction as to the

nationality of the parties. Thus, the Treaty is applicable if the agreement

"may effect trade between member states". This is the case even if neither

party is a national member of a member state of the EEC.

Thus in the EEC trademark license agreements not affecting trade

between member states of the EEC and trademark licensing agreements

falling under the commissioned notice of September 3, 1986 on agreements
..... " .......•.............

of minor importance are permissible in general terms. The following is a
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list of clauses whlch.ron the surface, appear permissible in a trademark

which comes under Article 85(1) of the EEC Treaty:

• Restrictions on trademark use,

• minimum royalties,

• restrictions with regard to the range of goods,

• territorial restrictions,

• exclusivity,

• non-exclusivity clauses in general,

• exclusivity clauses including other licensees,

• ban on active export policy,

• export pan outside the community,

• non-competition clauses,

• quality specifications and procurement obligations,

• provision of production samples,

• consumer support and advertising,

• prohibition of sub-licensing and assignments,

• provision of legal assistance,

• secrecy,

• breach of contract by licensee, and

• breach of contract by licensor.

E:IJCSIPIPATAlK September a. 1993
393



Clauses which appear not to be permissible are:

• No-challenge clauses,

• Sales price restrictions,

• Quantity restrictions,

• Restrictions with regard to customers,and

• Absolute territorial protection clauses

and absolute export bans.

The foregoing guidelines are applicable to license agreements outside

the U.S. in North America and the rest of the world in general. Of course,

when a specific trademark license is to be negotiated,thereis no substitute

for a thorough understanding of the trademark law in a given jurisdiction.

It is important that the license agreement cover use by the licensee

and use such that will inure to the benefit of the licensor. While in

countries like Japan there is no obligation to use a trademark, a trademark

can be canceled after three years of non-use: In Taiwan, use is mandatory

and non-use for two years can be used to cancel a mark. In Korea, non

use can result in cancellation as can' non-use in Singapore after five years
.....•......... ················I~,······

and three to five years in Malaysia.
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I)
The western hemisphere is interesting in that the Canadian Parliament

passed a new trademarks act which requires use of the mark, but more

importantly does away with the old concept of registered user. Therefore,

under a good trademark license. Here again, careful attention to the

drafting of the agreement is necessary in order to protect the licensor's

mark and to make sure that the licensor has the right to insist on proper

use of the mark and termination of the agreement should the licensee

misuse or otherwise do anything in derogation of licensor's rights. Again

I refer yOLl to Exhibit D.

Attention must also be paid to the requirements in the localjurisdiction

as to whether or not a particular agreement has to be registered with the

local authorities.

As a general proposition, sublicensing by the licensee is- to be

avoided because of the inherent problems in monitoring sublicensee's

activities unless the licensor becomes a party to the sublicensee and has

direct and unequivocal rights to enforce the agreement and/or terminate the

agreement.

E:\JCS\PIPATALK
395

September 8, ·1993



When it comes to licensing a house mark or any dominant mark, if

the licensor company has what is called a "style manual", then a follow-up

along the lines of the letter set out in Appendix E with a copy of the style

manual will further aid in enforcing the licensor's rights under the license

agreement. This, is probably wise even though it is set out in the agree

ment (e.g. ExhibitS) since the manual should get to Licensee's advertising

people where the agreement may not.

Again, remember that they key to maintaining the trademark right is

control of the licensee's use the mark, his obligations to report, and

viqilance to make sure that the activity of the licensee is directly beneficial

to that otthe licensor and in no way injurious to the rights of the licensor.

In summary, I would like to look at the entire subject matter of

licensing trademarks in the context of the steps of (1) understanding the

needs of the business group and the prospective licensee in regard to the

trademark, (2) understanding the total trademark estate including ac

complishing searches to determine the scope and quality of various foreign

registration of the mark in the relevant classes
""','" "" "'1#'i;', ,,',' ',"

throughout the world, and last but not least (4) aggressive enforcement of

the trademark and license rights by licensor.
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EXHIBIT "A"

065-329-P

TRADEMARK AND TRADE NAME LICENSE

a

••

-= ~_. - ........
: - __ - - :-4'

THIS CONTRACT shall be by and between AIR PRODUCTS

limited liability company organized under the laws of

the Kingdom of Thailand pursuant to that certain Joint

Venture Agreement effectivetlll

principal business address at P.O. Box 538, Allentown,

"LICENSOR") an , a

AND CHEMICALS, INC., a Delaware corporation,

Pennsylvania lRl05, U.S.A. (hereinafter referred to as

,-

a principal business office at

(hereinafter

referred to as "LICENSEE");

WITNESSETH

WHEREAS, LICENSOR is the owner of certain valuable

trademarks and commercial trade names which have become

identified with LICENSOR and which LICENSOR utilizes

throughout the world to identify itself and its quality

products to customers and potential customers;

WHEREAS, LICENSOR has expended great effort and large

sums of money over the course of many years in an effort to

develop recognition and protection of these trademarks and

trade names;
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WHEREAS, special control, policing and proper

trademarks and trade names is necessary to prevent irre~~

LICENSOR's reputation and recognition in the marketplace;

WHEREAS, LICENSEE desires to obtain rights to use

certain of such trademarks and commercial trade names; and

WHEREAS, LICENSOR is willing to grant limited rights

to LICENSEE to use certain of such trademarks and trade

names under the following terms and conditions.

NOW, THEREFORE, in view of the foregoing premises and

the following covenants and conditions,the parties agree

as follows:

ARTICLE 1.0 - DEFINITIONS

In all interpretations of this Contract, the following

definitions shall apply:

LIThe term "Trademarks" shall mean those marks

utilized by LICENSOR in connection with certain goods and

services, such as the Industrial Gases and Equipment

................ r-: • . g..§Jj.p.§':i ..:~p.1~I1§l~:§.C: 11P.()JI?g:(]~j.(:.El.!1l.S.El J'9J::,aElr~.Elrl.t. b•.•e:.t.•...w..••.•e e...•.n............................................ .•.••. .•.• •di!;..... .
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LICENSOR and LICENSEE of even date herewith, and which

marks are listed in Exhibit A hereto, which Exhibit A can

be amended fromtimetdtilll.e by .addition or substitution at

the sole

1.2 The term "Trade Names" shall mean those

commercial names utilized by LICENSOR to identify itself

and its affiliated companies in connection with the sale

and marketing of services and goods, such as the Industrial

Gases and Equipment defined in the Technology License

Agreement between LICENSOR and LICENSEE of even date

herewith, and which names are listed in Exhibit A hereto,

which Exhibit A can b.eame.nded from. time .. to. t:i.me by

addition or substitution at the sole option of LICENSOR.

1.3 The term "Territory" shall mean the·Kingdom of

Thailand

ARTICLE 2.0 - GRANTS

2.1 Subject to the terms and conditions set forth

hereinafter in this Agreement and in partial consideration

of the Royalty to be paid pursuant to the Technology

License Agreement between LICENSOR and LICENSEE of even

date herewith, LICENSOR hereby grants to LICENSEE

permission to utilize LICENSOR's Trademarks and Trade Names

within the Territory.
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2.2 The grant of Paragraph 2.1 is contingent upon

LICENSOR's ownership interest in LICENSEE remaining at a

level of at least nd LICENSEE

remaining in a financially viable condition, and, if at any

time LICENSOR's ownership interest in LICENSEE falls below

the stated _ level or LICENSEE fails to maintain itself

ina financially viable condition, the permission to use

the Trademarks and Trade Names granted in Paragraph 2.1

shall terminate ipso facto and LICENSEE shall forthwith

cease and desist utilization of all such Trademarks and

Trade Name s .

ARTICLE 3.0 - DUTIES AND OBLIGATIONS OF LICENSEE

3.1 LICENSEE agrees to use the Trademarks and Trade

Names only in the manner and form approved by LICENSOR,

shall apply the Trademarks only to those goods specified by

LICENSOR, shall utilize the Trade Names only in connection

with the activities of LICENSEE specifically approved by

LICENSOR, and shall refrain from doing all things which

would diminish or destroy such Trademarks, Trade Names or

the good will or recognition thereof.

Trade Names are unique and extremely valuable to LICENSOR

and that in connection with any goods, products, equipment,

technology or the operation of any process with which such
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Trademarks and/or Trade Names are used, LICENSOR shall have

the right to specify quality standards for such goods,

products, equipment, technology or process as well as the

. .~;'). . [l)"',D.':!. £':lS!:.':!.£~.J;l5LPJ::S'S'7~!lJ::~""[l)P~()X"9:!:S'pJ::()cit:c: ': a.nY-0f .5 uch

goods, products or equipment together with the right to

inspect such goods, products, equipment, technology and

processes as well as manufacturing facilities used to

produce the same to detemine whether LICENSEE is

maintaining the specifications and quality thereof in

accordance with LICENSEE's specification. In the event

.that such quality is less than or the properties different

right to require LICENSEE to correct the composition or to

upgrade the quality thereof so as to comply with that

specified by LICENSOR. If at any time the quality or

composition of any of such goods, products, equipment,

technology or processes or the methods of manufacture are

found to be deficient, LICENSEE agrees immediately

discontinue the use of such Trademarks in connections with

the deficient goods, products, equipment or processes; to

recall from the marketplace any deficient goods, products

or equipment and, if such deficiency has not been remedied

within sixty (60) days of notice by LICENSOR to LICENSEE of

such deficiency, LICENSEE shall at that time immediately
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discontinue us~ of the Trade Names in connection with the

sale and marketing of the deficient goods, products,

equipment, technology or processes and shall not resume use

of the Trade Names therewith until the composition or

quality thereof has once again been demonstrated to

LICENSOR to be of that specified by LICENSOR.

3.3 LICENSEE specifically agrees to uti.lize the

Trademarks and Trade Names in accordance with the

requirements and format as specified in LICENSOR's

"Corporate Identification Manual", a copy of which has been

provided to LICE~SEE and receipt of which is hereby

acknowledged.

3.4 LICENSEE hereby agrees and states that all uses

of the Trademarks and Trade Names by LICENSEE shall accrue

to the. benefit of LICENSOR just as if LICENSOR where the

actual and direct user of the Trademarks and Trade Names

itself, and LICENSEE shall acquire absolutely no rights in

or to the Trademarks or Trade Names because of the use

thereof whether licensed hereunder or not.

ARTICLE 4.0 - ASSIGNMENT

4.1 This Contract may not be assigned by LICENSEE

without the prior written consent of LICENSOR, and no such

assignment shall be unless

assumes all of the qbligations and duties of LICENSEE
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hereunder. An~ attempt to assign this Coh~ract by LICENSEE

other than as set forth in this Paragraph 4.1 shall be void

ab initio and of no force or effect.

ARTICLE 5.0 -TERM

5.1 This Contract shall have an Effective Date

be the same as ithe term of the above mentioned Joint

Venture Agreement and shall terminate simultaneously

with any termination, cancellation or early expiration

of the Joint Venture Agreement.

ARTICLE 6.0 - GENERAL

6.1 Entire Agreement. This Trademark and Trade Name

License sets forth the entire agreement and understandings

between the parties as to the subject matter hereof, and

merges all prior discussions and negotiations between

them. Neither of the parties shall be bound by any

decisions, definition, warranties, or representations with

respect to the subject matter hereof, other than as

expressly provided herein, or as set forth hereafter in

writing and signed by the parties to be bound thereby.

6.2 Modification. No ~hange, amendment,

modification, or waiver of any of the terms or conditions

of this Contract shall be effective unless agreed to in

writing and signed by a duly authorized representative of

each of the parties.
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6.3 Wai.er. No waiver of any righ~ or failure to

exercise any remedy with respect to any ma~ter or event

covered by this Contract shall be or be deemed to be a

waiver of such right or remedy with respect to any other

matter or event, or to constitute a precedent for purposes

of the interpretation of this Contract or the rights and

obligations of the parties hereunder.

6.4 Headings. Article headings used in this

Contract are inserted for convenience of reference only and

shall no~ affect the construction of the Articles.

6.5 Force Majeure. Neither party shall be liable

for failure to perform any of the terms of this Contract

during such time as it may be prevented from doing so by

reason of force majeure or the after effects thereof.

Except where the nature of the event shall prevent it from

doing so, the party sUffering such force majeure shall

notify the other parties in writing within five (5) days

a'fter the occurrence of such force majeure and shall in

every instance, to the extent it is capable of doing so,

use its best efforts to remove or remedy such cause with

all reasonable dispatch.

As used herein, the term "force majeure"means

acts of God, strikes, lockouts, slowdowns, or

other industrial disturbances, whether of the
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same or d~fferent kind, riots, civil commotions,

blockades, revolutions, insurrections,

mobilization, declared or undeclared war,

earthquakes, flood, fires, explosions, failure of

transportation, governmental action or inaction

o~ contro+s, inclUding any security action or

Li.cenae s , or other occurrences of failures

happening toethe parties .or to others which

prevent the parties from performing their

obligations hereunder.

Settlement of strikes, lockouts, slowdowns, eand labor

disputes or disturbances shall be entirely within the

discretion of the party having the diff~culty and the above

all reaso~able dispatch shall not require the settlement of

such strikes, lockouts, slowdowns, and labor disputes or

disturbances by acceding to the demands of the opposing

party when such course is inadvisable in the discretion of

the party having the difficulty.

6.6 Governing Law. This Contract shall be governed

by and interpreted in accordance with the laws of the

Commonwealth of Pennsylvania and each of the parties

intends to be bound thereby.
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6.7 Notification. It shall be a sufficient giving of any

notice, statement, report, or other communication hereunder and a

sufficient making of any payment hereunder, if the party giving such

notice, statement, report, or other communication shall deposit a cc

of such notice, statement, report, or other communication in the pOE

office in a registered or certified envelope, air mail postage

prepaid, or file a radiogram or telegram with a radio or telegraph

company, all charges prepaid, addressed to the other party at its

address as herein set forth, or at such other address as the other

party shall designate in writing. The date of giving of any such

notice, statement, report, or other communication shall be the date

which such envelope was deposited or such radiogram or telegram was

filed. The post office :r::eceipt or the receipt fur'nished by the

or telegraph company shOWing the date of such deposit of such fi

shall be prima facie evidence of these facts.

Notices to LICENSOR shall be sent addressed:

Air Products and Chemicals, Inc.
P.O. Box 538
Allentown, PA 18105
U. S .A.
Telex No.:
Attention: Patent Department
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Notices to LICENSEE shall be sent addressed:

this Contract to be duly executed as on the dates set

causeds hereto nave

Title

By

AIR PRODUCTS AND CHEMICALS, INC.

By _

Title

, ..

IN WITNESS WHEREOF, the

ted in
~

F u

6.8 Notwithstanding any other provision of this

Execu
iMI
on. _

forth below.

unless saused by or resulting from the negligence or

intentional acts of the one party or its employees,

to the other party for consequential or indirect damages,

agents, officers, or directors.

Agreement, in no event shall one party hereto be liable

Executed in
1I!!I_~~on
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EXHIBIT "B"

RECITALS

TRADEMARK L1CENSEAGREEMEN~

') "Closing Date" means the date of execution of this Agreement and the Asset
Purchase Agreement.

WHEREAS, Licensee desires a temporary license for the use of the trademarks
--"ogo, and the combination thereof, and _Corporation desires to
grant such temporary license to Licensee.

WHEREAS, a company having an office at
IS purchasing, _ from _

Corporation pursuant to an Asset Purc ase greement, of which tliis""agreement is
part thereof, (hereinafter" Asset Purchase Agreement") and is incorporating Licensee
as a separate legal entity.

3) ""ogo" means Licensor's logo as included in Schedule A.

4) _ Products" means
designed, manufactured, ass

the trademark 'and/or the H Logo and/or the combination thereof, of
Schedule A (attached hereto and made part hereof).

1. Definitions

NOW THEREFORE, in consideration of the mutual promise set forth herein and
entirely to be legally bound, the parties do hereby agree as set out herein.

WHEREAS,
an office at
Licensor's

WHEREAS, _Corporation owns the trademarks"',_Logo, and
the combination thereof, and has established a commercial reputation for high Quality
and reliability for products sold thereunder, and has trademark applications and
registrations thereon in most countries throughout the world.

Effective as of
a Delaware corporatiioomn~w;jittlh~airni""·..Oo:t-ff~icC;ee-'aitt"iiiii
•••~(hereinafter "Licensor") and
corporation with an office at
(hereinafter "Licensee").
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I)

--/'

5)

6)

7)

8) "Goods" means

...
" ;y.

9)

10)

11)

"Licensed M'kskt' means the masks usedb~ in the mamAacfure of_
which include licensor's. Logo, all such Licensed Masks are listeCl""'ir'l
Schedule B (attached hereto and made part hereof). The Licensed Masks,
when used to manufacture. will form an image of the.Logo in various
layers that form the semiconductor circuits in Dies........ -~.

"Printelf Materiat" means brochures, data books a~ersales and marketing
information used in the sale, or for marketing of, _Products. .

::.'

"Packaging" means containers, ~xes, tubes, and the like used to ship HMS
Products. . •

s;.. ~

2. License

Subject to the terms and conditions of this Agreement:

(" . A) .~ of the Effective Date, Licensor grants .to }-icensee, and Licensee
acceprs';"a wo"r'rclwide royalty free, non-exclusive, license, to use the existing inventory
of Printed Material at Licensee's facilities, as of the Closing Date, that include at least
one of the Licensed Trademarks thereon. This license shall continue for a period of
one (1) year after the Closing Date. Thereafter Licensee shall promptly cease using
any such Printed Material. Should Licensee use up the total of an existing inventory
of a certain Printed Matter prior to such one (1) year period, Licensee shall not re-print
any such Printed Matter with any of the Licensed Trademarks thereon. Further,
Licensee agrees to promptly and predominantly stamp or otherwise imprint or display
Licensee's corporate name predominantly on all such Printed Matter prior to any use
thereof.

B) As of the Effective Date, Licensor grants Licensee, and Licensee accepts,
a world wide, royalty free~non-exclusivelicense to use the presently existing Licensed
Masks listed in Schedule B, to manufacture Dies and to sell such Dies and/or Devices
lncludinq Dles , This license is for a period of five (5) years after the Closing Date. If
Licenset!i"is still using any of such Licensed Masks after the five IS) year period,
Licensee shall identify such Licensed Masks to Licensor and Licensor shall extend this
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license for such identified Masks an additional five (5) years. If Licensee is still using
any of such Licensed Masks after the additional five (5) year period, Licensee shall
identify such Licensed Masks to Licensor and Licensor shall extend this 'license for
such identified Licensed Marks a second additional five (5) years. In the event that
Licensee modifies a Licensed Mask, any license granted to use the. Logo in the
modified Licensed Mask shall terminate. In the event that Licensee makes new masks
or replacement masks for Lici:!nsed Masks, Ltcensee agrees that such newmasks or
replacement masks shall not include the .Logo.

C) Licensee acknowledges that, except for the license for the use of the.
Logo on Licensed Masks as provided in Section 2 B above, no license is granted herein
for the use of any of the Licensed Trademarks on any Devices, manufactured by
Licensee. However, it is understood that in the event the Licensed Trademarks are
included on completed finished Devices in inventory at'_ as of the Closing Date,
such completed Devices have been sold by Licensor to Licensee and may be resold
by Licensee with such trademarks thereon until the inventory is exhausted.

D) As to Packaging, Licensee agrees to take reasonable steps to remove or
cover any of Licensed Trademarks prior to the use, or disposition thereof,and shall
promptly apply Licensee's own corporate name. If it is not practical to implement the
removal or to cover any of the Licensed Trademarks on Packaging, as to only such
Packaging, as of the Closing Date, Licensor grants to Licensee, a worldwide, royalty
fee, non-exclusive license to use such Packaging with" Products without
removing or covering the Licensed Trademarks, which license is limited for one (1)
year after the Closing Date.

E) The license rights granted hereunder are personal to Licensee. -The
license rights provided herein only extend to Licensee and no license rights

'whatsoever are being granted directly or indirectly pursuant to this Agreement to
....,. Furthermore, Licensee has no rights or power to grant

sublicenses in any of the Licensed Trademarks.

3. Ownership

Licensee acknowledges that the Licensed Trademarks are the exclusive and sole
property of Licensor and that Licensor will retain full ownership of the Licensed
Trademarks and all rights appurtenant thereto, and that all use of the Licensed
Trademarks by Licensee shall inure to the sole benefit of Licensor.

4. Trademark and Logo Selection

Licensee agrees not to adopt or use any other mark or logo that is confusingly
similar to the Licensed Trademarks. Licensee may, at its option, submit any mark or
logo that it intends to adopt having a ".,configuration to Licensor's legal
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I)
I / department for approval prior to any use thereof. Nothing herein contained, however.

shall be construed as prohibiting or limiting Licensee from adopting or using
trademarks or logos which are not confusingly similar.

5. Compliance ..
A) Licensee agrees that it will" do everything in its power to avoid

endangerlng·theValldltVofthe·LI~ensed"·TffctemarksincTOdlngcomplyTngWltrr"alllaws'
and regulations of all countries where its Goods are sold. Should the compliance with
the laws or regulations of the country result in the potential dilution or loss of trade
name or trademark rights of Licensor in the Licensed Trademarks, Licensor shall
promptly notify Licensee of the same and Licensee shall take such actions as may be
required by Licensor from time to time to preserve the validity and the strength of the
Licensed Trademarks. ".

B) Licensee acknowledges that the trademark license agreement and/or
registered user agreements are required to be filed by Licensor in various countries for
the licensed use of the Licensed Trademarks by Licensee hereunder and any
extensions thereof. Licensee, at therequest of Licensor, shall executeregistered user
agreements as Licensor determines isneeded to protect Licensor's title in the Licensed
Trademarks. Licensee shall pay Licensor's cost in the preparation andforfilingof>the
registered user agreements and for Licensor's costs in filing trademark license
agreements.

6. Quality Control

A) To protect the value of the Licensed Trademarks, Licensee agrees that
the manufacture of the Goods will be substantially at least equivalent in quality to the

_ Product presently being manufactured and sold by Licensor with respectto
materials: workmanship, a~d performance. Licensor reserves the right to inspect the
quality of the Goods sold or disposed of by Licensee under the Licensed Trademarks
in order to ensure that the quality is as aforesaid and for the purpose of maintaining
in full force and effect Licensor's rights to and in the Licensed Trademarks under
applicable trademark laws. From time to time, and at Licensor's expense, Licensor
may send representatives to the plants of Licensee to consult with and advise
Licensee with respect to Licensee's quality control of the Goods. In response to
Licensor's request, Licensee shall, from time to time, send to Licensor copies of
Licensee's quality assurance tests, or equivalents, conducted on the Goods. If
Licensor determines that it is necessary or desirable for Licensee to make changes in
the Goods in order to maintain quality, Licensor shall so advise Licensee and Licensee
shall promptly review such proposals and implement them as soon as practical. In lieu
of the above procedures, Licensee, at its option, may provide to Licensor, written
statement on annual anniversaries of the Closing Date, certified by an officer of
Licensee, warranting that the Goods manufactured and sold by Licensee with the use
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of the Licensed Trademarks as licensed herein are at least equivalent in quality to the
eli Products presently being manufactured and sold by Licensor with regard to

materials, workmanship and performance .

B) If, at any time, any Goods made or assembled by or for Licensee with the
Licensed Trademarks, or sold with Printed Matter including the Licensed Trademarks
shall fail to conform to the standards of quality required, as provided in Section 6 A
above, Licensee shall. promptly remove the. Logo from such non-conforming Goods
in its possession and not use Printed Matter containing the Licensed Trademarks.

7. Coordination

Licensee and Licensor shall each assign and identify. an employee to be
responsible for coordinating the communications with Licensor concerning the
administrative matter involved in the performance under this Agreement.

8. Warranty

Licensor represents and warrants that it has the. title to the Licensed
Trademarks. EXCEPT FOR THE WARRANTY OFTITLE, LICENSORMAKES NO OTHER
WARRANTIES, EXPRESS OR IMPLIED, OR STATUTORY. INCLUDING, BUT NOT
LIMITED TO, ANY IMPLIED WARRANTY FOR FITNESS FOR A PARTICULAR
PURPOSE.

9. Indemnification

A) Licensor assumes no responsibility or obligation to Licensee regarding the
safety, reliability, performance, or marketability of any Goods manufactured and
marketed by Licensee under the Licensed Trademarks as licensed hereunderwhether
or not such Goods comply with Section 6A.

B) Licensee agrees to indemnify, defend, and hold Licensor harmless with
regard to any claims, charges, or litigation by third parties against Licensor based upon
the quality safety, reliapility. performance, OJ marketability of any of the Goods
manufactured and marketed by Licensee, or based upon any injury to persons or
property involved in the use of such Goods that involve the Licensee's use of the
Licensed Trademarks.

········Cl ..... ··As ttf·tneSaIEf6r·.man(jfact(jreDy··LicehsOY6f·c6mpleted····~·Producfs···

in inventory prior to the Closing Date, Article 2.3 and 2.4 of the Asset Purchase
Agreement shall apply
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10. Term and TerminatiQn

A) The term of this Agreement is five (5) years unless the Agreement is
extended tor the addltional five (5) year terms pursuant to SectiQn 2 B.

B) Licensor shall have the right to terminate the licenses granted in this
.'. ·Agreementif··Licensee··shall-default·inperfoiming.··anYQfthetermsandcQnditionsof····

this Agreement and. shall fail tQ remedy such default within thirty (30) days after
receiving written notice thereof from Licensor. Licensor may also terminate the
licenses granted in this Agreement upon written notice to Licensee in the event that
Licensee shall: 1) be adjudged bankrupt; 2) become lnsotvent: 3) make an
assignment tor the benefit of credlrors: 4) have a receiver cr trustee appointee: 5) file
a petition for bankruptcy; 6) initiate reorqanuatlon proceedlnqs Qr take steps toward
liquidation; or 7) lose, dlspose or have exproprlatec substantially atl.cf its assets.

C) Should the separate independent legal entity status ofLlcensee as a
corporatlcn be dissolved, by merger, acquisition. or otherwise, the license granted
hereunder shall terminate immediately.

. ... _. ...[)) LJP()n~.J<pircgiQr1ar1c:lI()LJ~[fDiJla.ti(moftb is Agr~ement•. the ,IicenSes .
granted herein shall terminate and Licensee ,shall immediately dtscontlnue-use of any

.and all of the Licensed Trademarks.

E) Upon the terminatlon or expiration of this Agreement. Licensee expressly
agrees not to use any marks or IQgQS that may be cQnfusingly similar to the Licensed
Trademarks. Nothlnq herein contained. however, shall be construed as prohibiting or
limiting License from adoptinq or using trademarks or IQgQS which are not confusingly
similar. This provlslon shall survive the expiration or terrnlnatlon of this Agreement.

11. AQplicable Law

This Agreement shall be gQverned by and construed and enforced in accordance
with the laws of the Stateof_as if the Agreement is to be fully executed and
performed under the laws of the State of~uChthat the principles of conflict
of law do not apply.

12. Jurisdiction
ill

The parties submit themselves to the jurisdiction identified below for the
determination of any controversy whatsoever arising under or in connection with this
Agreement or any transaction connected to this Agreement (1) in the ~ourt
of __County or the Northern District of__if Licensor brings action
against Licensee or (2) in the Circuit Court of~tyor the F District
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Of" if Licensee brings action against Licensor. The parties will provide personal
services in accordance with the applicable jurisdiction identified above, but as a
minimum the parties will accept service to the applicable Secretary of State of any
summons or complaint.

13. Injunction

The Licensee agrees that Licensor shall have the right to a claim for injunctive
relief in the event of any repudiation or breach or attempted repudiation or breach, of
any term or condition hereunder, and Licensee will not object to any such claim, it
being acknowledged that for any such claim, a remedy at law would be inadequate.

14. Headings

The headings of the sections and paragraphs contained in this Agreement are
for convenience of reference only and do not form a part hereof and in no way
modify, interpret or construe the meaning of this Agreement.

15. Severability

In the event that one or more provisions of this Agreement shall be declared to
be illegal or unenforceable under any law, rule, or regulation of any government having
jurisdiction over the parties hereto, such illegality or unenforceability shall not affect
the validity and enforceability of the other provisions hereof, and the parties hereto
shall agree upon the modification of this Agreement with respect to such illegal or
unenforceable provisions to eliminate such invalidity or unenforceability or .terminate
this Agreement.

16. Relationship of the Parties

It is agreed and understood that nothing contained in this Agreement shall be
deemed to appoint Licensee as the agent or legal representative of Licensor, or
appoint Licensor as the legal representative of Licensee. or that either party shall have
any right or authority to assume or create an obligation or responsibility, expressed
or implied, on behalf of or in the name of the other, or to bind the other in any
manner.
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,'/ 17. MQdificatiQns and Waiver

This instrument ccntalns tha entire Agreement between the parties hereto and
there are no representations, understandings, or agreements, oral or written, which
are not expressly included herein. No modifications of the terms ofthis Agreement
will be valid unless made in writing and signed by both Licensee and Licensor. Failure

,-ot-a-partv-te enforee-one-or-rnora of the' provisions of this 'Agreement;ortoexercise'
any option or other rights hereunder, or to require, at any time, performance of any
of the obligations herepfshall not be construed to be a waiver of such provisions by
such party or to,inany.",,~v, affect the validity of this Agreement, or to preclude such
party from taking any other action any time which it would legally be entitled to take.

18. Force Majeure

Neither party will be liable or any failure or delay in performance under this
Agreement which might be due.: inwhdle. or in part, directly or indirectly, to any
contingency, delay, failure, or cause of any nature beyond the reasonable control of
such party, including without limitation, fire, explosion, earthquake, storm, flood or
other vveather, unavailability of necessary utilities or raw materials, strike, lockout,
unavailability of components, activities of a combination of workmen or 0mer labor
difficulties, war, insurrection, riot, act of God or the public enemy, laws act, order,
export control regulation, proclamation, decree, regulation, ordinance, or instructions
of Government or other public authorities, or judgment or decree of .a court of
competent jurisdiction (not arising out of breach by such party of this Agreement).
In the event of the happening of such a cause, the party whose performance is
affected will give written notice to the other party, stating the period of time the same
is expected to continue.

19. Assignment

Licensee understands and agrees that its rights under this Agreement are not
assignable or transferable, directly or indirectly, and that said rights shall not pass to
any third parties, either by act or deed of or by operation of law or by any court order.
Licensor has the right to assign this Agreement.
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20. Notices

All notices or correspondence required or permitted to be given pursuant to this
Agreement shall be in writing and shall be deemed to have been properly given when
hand delivered or when mailed by first class certified mail. return receipt requested.
postage prepaid:

If to Licensee:

Attention: _

If to Licensor:

"ttention:

Either party may change its address for receiving notice upon notice to the
other party given in the manner set forth in this Section.

21. Counterparts

This Agreement may be executed in counterparts, all of which shall be
considered one and the same agreement. and shall become effective when one or
more counterparts have been signed by each of the parties hereto and delivered to the
other.

22. Benefit

This Agreement shall be binding upon and shallinlJre to the benefit of the
parties hereto, and their respective permitted successors and assigns. Nothing in this
Agreement shall be construed to create any rights in third parties as third party
beneficiaries or otherwise.

"'" "cC""", W,,",

416



IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
signed by their duly authorized officers all as of the day and year first above
mentioned.

7. CORPORATION
. . (Licensor)

By:

Title:

(Licensee)

By:

Title:

CCKA.icen...New
O~107193
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SCHEDULE A
LICENSED TRADEMARKS
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Effective as of

EXHIBIT "c"

, between .--corporat~on, a

Delaware corporation {"Licensor") and

("Licensee").

RECITALS

A. Licensor owns the trademarks, trademark applications, and

trademark registrations listed at Schedules A and B and has

established a commercial reputation of high quality and

reliability for products sold thereunder.

C. Licensee has established a commercial reputation of high

quality and reliability for products sold under the mark

including but not limited to Equipment as

hereinafter defined.

In consideration ~ an Agreement of even date (1l1li
Agreement") between Licensor

, and other good and valuable

consideration and intending to be legally bound, the parties

hereto do hereby agree as set out herein.

SECTION Ii DEFINITIONS

Each following term, wherever found in this Agreement, shall be

understood in accordance with the definition of that term set

out below.

A. Mechanical Equipment

•
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B. Electronic EquiPment

... ".. :. :; :,._. ~ ,: - ~-.. - ;" ..

:":;:.:.; '{~,~·;:;'~:;'_~~~.;;.*~,~:,- ..~.~~:"',';o-;C~4:~'-::-' ,._:.--,~_-:,,~: '::: ,-,~~,,--

~ . ..: :~._. -~"::'''''''!'~'':';/'''~''''-:''l~='~

• - -~. "-::;' - ;. ':: -~::-,.:"..•- - ~ -~: , . -:;. ~ - _.... - -. - !!

c. Equipment means Mechanical Equipment and Electronic Equipment.

D. Restricted Mechanical Equipment - - .'- ... : . " ,-. . -.,'" .

.: ~L:~..c.~"'.'~:-...~:'".~.:...~-L.~;-~~4j";;7~' ~";~~~~;-;-;~-::,~~;:;:%~.~:~_;';~~;''- ., ,~.,.: _~'._:" .::' _

Equipment.

E. Restricted Equipment means Restricted Mechanical Equipment

and Electronic Equipment applicable to Restricted Mechanical

t.: "~\--;~~~f~:"::"~~~~:;~''''c

indirectly controlled by said party.

G.~ means the trademarks, trademark applications, and

trademark registrations listed at Schedule A, trademark

F. Subsidiary means a business entity in which a party to this

Agreement owns directly or indirectly more than fifty per

cent (50\) of the sto~k normally entitled to vote for the

election of directors, or which is otherwise directly or

registrations issuing hereafter from listed applications, and

trademark applications hereafter added to Schedule A pursuant
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SECTION II: GRANT OF LICENSE

registrations issuing therefrom.

name usage. governed by IIB. unless

ultimately followed by'a word indicating the form of

organization of the using entity. Subject to the terms and

A. It is the intent of the parties that any use of

HARRIS authorized by this Agreement shall be deemed a

trademark usage. governed by this IIA. rather than a trade

to this Agreement and registrations issuing therefrom.

H. Other ~arks means the trademarks. trademark

applications. and trademark registrations listed at Schedule

B.trademark registrations issuing hereafter from listed

trademark applications. and trademark ap\'lications hereafter

added to Sch~dule B by Licensor by notice to Licensee and

conditions of this Agreement. Licensor grants to Licensee.

and Licensee accepts. a royalty-free. world-wide.

non-exclusive trademark license. without expiration date and

subject to termination only upon non-use. abandonment. and

otherwise pursuant to XA and XB. to use .......Marks only in

marketing Equipment and only:

1) When immediately precedes HARRIS without any

intervening words or symbols including without limitation

W or W&W or a dash (W_W) or slash ("/W); and

2) When is equal to or greater than HARRIS in

size and boldness; and

3) When and ~are physically affixed to or

carried by Equipment. then:
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l'\
,j a) When and UI ".appear on the same

."hM,.ontal line, only when the said words are

separated by the maximum practical space; or

appears above

appears 'above

_appear on qiffereIA

• appear on the same

....are not physically affixed to

and

and

and HARRIS appear on different

and

horizontal lines, 'only when

HARRIS; and

hcir~izo~ntitf lTn~es'; 'oriiy'when

-
appearing immediately after .......on the same horizontal

line, could lead to confusion with a Licensor product,

separated by no less than the normal space.

horizontal line, only when the said words are

b) When

b) When

a) When

division, or related company , or con:Eus,~P..oas to ownership

of .......Marks. Licensee shall use its reasonable best

efforts ,to minimize this possibility by causing a word

listed on Schedule C, or a word that is a Licensee

trademark, appearing immediately after _on the same

horizontal line. to appear in a type style or boldness

significantly differentiating it from? 0.. Licensor

may at its sole option ••~..e.rcisable by notice, add any

on Schedule C, or a word that is a Licensee trademark,

or carried by Equipment, the following apply:

5) The parties recognize the possibility that a word listed

4) When

word or words to Schedule C to reflect its business,
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provided Licensee shall not~pr~~~usly have notified Licensor

of Licensee's use in marketing licensed Equipment of such word

as hereinabove indicated.

expiration date and sUbjec,!:,tjlo. termination only upon non-use.

abandonment. and otherwise pursuant to XA and XB. to use

HAR~IS as part of a trade name~~tifying an entity engaged

in marketing Equipment under .......Marks. but only:

immediately precedes HARRIS without any

intervening words or symbols ~cluding without limitation

"and" or "&" or a dash ("-"J or slash ("j"); and

2) When, is equal to or greater than • in

type size and boldness; and

1) When

B. Subj ect to the terms and condi.tions of this Agreement.

Licensor he~eby grants to Licensee. 'and Licensee accepts. a

world-wide. royalty-free. non-exclusive license. without

3) When and "'appear on the same horizontal

line. only when the said word~.a~separatedbyno more

than the normal space between words of such type size and

boldness and only when~is ultimately followed by a

word. ind4..cating the form of organizatiqn of the entity

using the trade name. such words inclucing without

limitation "AB" HAG", "AS", "BV", "GmbH", "Inc.", "Ltd.'·,

"Corp.". "Company". and "Co."; and

4) When nd~ appear on dj,ffe~nt horizontal

lines. onlywhe~appears above ..,. and

only when ....... is not ultimately followed on the same
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, and

(e.g. ,

'_USA Inc.); and/or

licensed entIty are:

to indicate the Equipment.· marketed by such

(e.g ..

IIBSc applies.

received notice from Licensee that a licensed entity is

licensed entity, such as (without limit)

existence or operation of such licensed entity, such

as (without limit) "USA", ~urope", or "France"

using as part of its trade name or as to which IIBSb or

b) a single word in the same type size and boldness as

to indicate the geographic place of

Schedule 0 to reflect its business, except that Licensor

may not add to Schedule ·°0 '·4 word as to which it has

a) not a word set out in Schedule 0; and

c) a single word in the same type size and boldness as

Licensor, at its sole option, may by notice add words to

organization of the

the form of organization of the entity; and

horizontal line by a word permitted by IIB3 indicating

agrees to forever refrain from use of the word·~as any

part of a mark or···tr\de name except pursuant to this Agreement

except pu~suant to this Agre~~ent

5) When the only words, if any, which appear between

'''-and the word indicating the fo.rm of

C. Licensee acknowledges it has no right to use the word HARRIS

anywhere in the world as any part of a mark or trade name
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SECTION III: TRANSFERS: SUBLICENSING

A. This Agreement is personal to Licensee. Licensee shall not

transfer or assirt;Jn thYs Agreement, or any right derived from

it, without the prior written consent of Licensor except the

entirety of this Agreement may be assigned by Licensee to a

business entity into which it is merged, with which it is

consolidated, or to which it disposes of substantially all of

its assets related to Equipment.

B. Licensee has no power to grant sublicenses. However, at

Licensee's request and expenseclicensor shall grant to any

Subsidiary a license to use~arks for Equipment on

terms substantially the same as the terms of this Agreement.

By its request Licensee consents to the grant of the license

requestEild;.

C. pursuantifo the license grantetl' iJli'rIA, and subject to all of

the terms and conditions hereof, Licensee's agents, dealers

Marks in marketing licensed Equipment originating with

Licensee, Licensee's agents, dealers and distributors are

not entitled' to use ,-as any part of a trade name and

Licensee shall assure they do not do so. If applicable local

and Harrisand distributors are entitled to use

-iaw requires such an agent, dealer or distributor

licensed in writing under both_ and Harris Marks to

advertise, show at exhibitions or open houses or otherwise

market licensed Equipment under both and .....

Marks, and if such agent, dealer or distributor is iicensed
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in writing under for such purposes, at Licensee's

request and expense Licensor shall grant.to such agent, dealer

_Marks for such

purposes. By its request Licensee consents to the grant of

the license requested.

SECTION IV: LOGO AND LETTERING STYLE

A/ Licensee may continue to use without objection from Licensor

iltMarks shown at

Schedule E during the existence of this. Agreement, in addition

to any non-distinctive lettering style.

B. Licensee may adopt new logos and/or distinctive lettering

styles, and add it or them bb.S.~ule E by notice, but any

new logo or distinctive lettering style shall differ

sufficiently from logos and lettering styles shown at Schedule

F so as to avoid any likelihood of confusion, mistake or

deception therewith.

C. Licensor may adopt new logos and/or distinctive lettering

styles, and add it or them to Schedule F by notice. If a new

Licensor logo and/or lettering style resembles more closely a

logo and/or distinctive lettering style shown at Schedule E,

Licensee shall have .no .:du17.f to change or cease its use of

such logo and/or distinctive lettering style.

SECTION V: OWNERSHIP

A. Licensee acknowledges and Other~Marks to

be the sole property of Licensor. All use of~ Marks by

Licensee and any other person liCensed pursuant to this"',

Agreement shall inure solely to Licensor's benefit.

427



B. Licensor agrees that it will forever refrain from u~ing

a trade name, but nothing herein

"..detracts from Licensor's sole ownership of Marks.

SECTION VI: OUALITY CONTROL

A. Licensee agrees that the quality of Equipment marketed by

Licensee under Marks shall not deteriorate below the

quality of Equipment marketed by

September, 1988. At that -'time ~Equipmentcarryinq

Marks was made from a variety of high grade

raw materials; raw material quality was supported by vendor

certifications and internal testing satisfying requirements

such as those of ASTM, SAE, and ANSI. Certifications were

mai.ntained to provide traceabi Ii ty throughout product life.

At that time, required functional dimension tolerances were

commonly plus or minus five ten-thousandths of an inch, and

state of the art inspection equipment was utilized to verify

that machined tolerance requirements were satisfied. At that

time, such Equipment was constantly monitored and inspected

throughout the manufacturing process, specifications were

verified, documented, and maintained to ensure that functional

performance -requirements were met, and a final operation test

was utilized to ensure that dynamic, thermal, and torsional

bances were Before

December 31 of each year during the existence of tHis

Agreement, Licensee shall certify in writing ~~ Lic~nsor that

the quality of Equipment marketed by

Marks has not deteriorated below the said standard.
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B. Licensee agrees to cooperate in keeping Licensor in~ormed as

to the quality .~~ licensed Equipment. but Licensor has no

right to inspect Licensee's manufacturing facilibies. For

example, Licensee shall promptly respond to Licensor's. . .
reasonable requests for information relevant to the quality of

such Equipment.' and isha Ll, make available to Licensor

promotional material relevant to the quality of such Equipment

&nd/er showing the then-current trademark and trade name use

under this Agreement. Licensee shall advise Licensor annually

of trade shows. open houses. and other public exhibitions of

such Equipment. and at the request of Licensor shall make

representatives of Licensee available to show at such public

exhibitions such Equipment to Licensor and to discuss its

quality. At the request of Licensor. Licensee shall use its

reasonable b~st efforts to arrange for Licensor's

representatives to visit installations of such Equipment and

to discuss with__ the quality of such Equipment.

C. If Licensor by notice to Licensee identifies any Equipment

marketed by Licensee under • Marks with quality deteri-

oration. suggested by substantial customer dissatisfaction or

otherwise. and identifies the deterioration with reasonable

specificity. Licensee agrees either:

1) to cure the identified deterior,tion withi~ a reasonable

time. which shall not be less than ninety (90) days; or

2) to promptly notify Licensor that Licensee disputes the

fact of quality deterioration. in which event the par~es

agree to attempt in good faith to resolve the issue.
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D. If Licensee fails to cure an undisputed deterioration in

quality within a reasonable time, Licensee shall have no

right to use' m Marks on Equipment deteriorated in

quality but otherwise this Agreement remains in full force

and effect. If the parties dis'agree' as to the existence of

quality deterioration, Licensee may continue to use US 71t
Marks on Equipment that in Licensee's view meets the quality

standards hereinabove set forth until the disagreement is

resolved by agreement or litigation.

E. Licensee agrees to defend and hold Licensor harmless as to

product liability claims arising out of the marketing of

Equipment under

Agreement.

B. If Licensor does not meet its obligations under VIlA within a

reasonable time, which shall not be less than ninety (90) days

after Licensor's receipt of the request and all information

SECTION VII: REGISTRATION AND RECORDATION

A. At Licensee's request and expense, Licensor shall apply to

register 's Marks for Equipment in any country Licensee

may specify from time to time. Each such application and any

registration granted therefrom shall be added automatically

to Schedule A.
.~.

to Licensor of Licensee's intent to register ••• Marks in

such country. If, and only if, Licensor does not apply to. .

register within three (3) months thereafter, or provide to

Licensee an opinion of counsel that an application would
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D. Licensor shall use its reasonable best efforts to obtain

such country in the name of Licensor. Licensee's application

is

_Marks in

,.,Marks listed at

\-
Licensee may apply at its expense to register

pursuant to this Agreement as registered users of I I
• •

Marks. in each country recognizing such recordation.

recordations for which it applies. In performing these
,.. ~"'.

obligations Licensor shall employ counsel-reasonably

dilute or otherwise impair trademark rights of Licensor.

new application covering only Equipment where Equipment

promptly. and to maintain in force. registrations and

registrations apply to Equipment. the license granted by

IIA for a period not to exceed one (1) year shall include
~.

such registrations. except XIC shall not apply thereto.

2) If Licensee within one (1) year requests the filing of a

licensed-under this Agreement. To the extent such

Schedule B apply both to Equipment and to other goods not

acceptable to Licensee. The firm of

acceptable to Licen~ee.

E. 1) Certain registrations of

and any registration issuing therefrom shall added

automatically to Schedule A ana'shall be Licensor's sole _',,_. -,

property; all use thereof by Licensee or a person licensed

pursuant to this Agreement shall inure solely to the benefit

of Licensor pursuant to VA.

C. At Licensee's expense. Licensor shall apply to record this

Agreement. and/or to record Licensee and others licensed

is included in a registration of an Other .... Mark.

said request shall be deemed made under VIIA and the
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application and any registration granted therefrom shall

be added automatically to Schedule A. Upon 'f·i¥ng of

said application. the related registration bf an Other

Mark shall no longer be licensed under IIA and

Equipment shall be deleted 'therefrom. The deletion of

Equipment from the Other • Mark registration shall

be at the expense of Licensee. and shall be undertaken by

counsel selected by Licensor and reasonably acceptable to

Licensee. The firm of is acceptable to

Licensee.

3) If Licensee within one (1) year does not request Licensor

action under VIIE2.Licensor at Licensee's expense may

delete Equipment from any application and registration

listed on Schedule B.

SECTION VIII: COMPLIANCE WITH LAW; ADVERTISING

A. Licensee's rights in • Marks are always subordinate to

the rights of Licensor in Harris Marks and Other Ha*,is Marks.

and Licensee agrees to use its reasonable best efforts to

maintain the distinctiveness of -'.Marks and to protect

and enhance good will represented thereby. Licensee shall

comply with all laws and regulations in countries in which

Harris Marks are used. If Licensee's compliance with such
........... .•...•..... .

laws or regulations could dilute or impair otherwise trademark

rights of Licensor. Licensor has the right to take such action

as is reasonably necessary or appropriate to avoid such

dilution or impairment. Licensor shall make reasonable

efforts to avoid action detrimental to rights of L~censee.
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, e.g.:

1 be used fol-,--,-, ,-'--""""istration

Marks. Licensee recognizes and

is a registered trademark of

Corporation"; or

a)

HARRIS unless it also follows

® O'® '! and

1) In nd event shall a

is encouraged, but:

SECTION IX: INFORMATION

Licensor and/or is licensed, e.g.,'a'f'botnote:

• unless the usage indicates that is owned by

2) In no event shall a registration symbol be used following

At Licensor's request, Licensee shall use its reasonable

b) ·Use of

3) In rio event shall a registration symbol be used in

a registration symbol follows
~

of VIIIBI and VIIIB2 are observed.

association with a word following unless

purpose of aiding Licensor in acquiring, maintaining and renewing

registrations of.'.....

K

best efforts to furnish data as to sales~ advertising, customers

arid dealers in Equipment marketed under ...... Marks on a country

by country basis, as a need arises for such data, for the sole

acknowledges that its failure to promptly supply such data may

interfere with and/or prevent Licensor's performance of its

B. Use of appropriate registration symbols such as" ® "'in a way

consistent with good trademark practice, while not required,

obligations under VII. Any such data not disclosed to the

public, if so marked by Licensee, shall be treated as
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confidential by the individual receiving it and shall not be

disclosed to any other individual, whether or not employed by

Licensor, except as reasonably necessary to the acquisition,

maintenance and renewal of Harris Marks.

SECTION X: TERMINATION

A. Licensor. may terminate this:greement if Licensee or a person

licensed pursuant to this Agreement defaults in performing its

obligatio?s under its license and does not ~emed~ such default

within ninety (90) days of notice of default to Licensee from

Licensor.

B. This Agreement is automatically terminated if Licensee is

adjudged bankrupt, besomes insolvent, makes an assignment to

benefit creditors, has a receiver or trustee appotnted, files

C. The parties agree that:

HARRIS by an, HARRIS,'or

disposes of, or has expropriated substantially all its assets.

entity not authorized or controlled by Licensee or a

person licensed pursuant to this Agreement is not a

breach of this Agreement.

a petition in bankruptcy, initiates reorganization
, "

proceedings, takes any step toward liquidation except in a.... ',' .

reorganization under which its business continues, or loses,

1) Use of HARRIS by Licensee or a person licensed pursuant to

this Agreement otherwise than as authorized hereby which•is accidental, non-repetitive and infrequent is not a

breach of this Agreement; and

2) Use o~f
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of its choice. and for ~ts sole benefit. Licensor~hall keep

Licensee fully informed about any such action and Licensee

shall cooperate fully with Licensor therein.

B. If j:here is a possible infringement of both • • M?rks and

marks containing Li~ensee may commence an action

agai.i:st infringement of marks containing at its

own expense. with counsel of its choice and for its own

benefit. keeping Licensor fully informed about the proceeding.

c. If Licensee commences an action under XIB and by notice

requests Licensor to act to protect •••t Marks against the

same infringer. Licensor at its sole option and at the expense

of Licensee may join Licensee's action or may commence an

,indeJlendent action using counsel of Licensor's choice. If

Licensor •.within six (6) months after it has received a

request from Licensee hereunder. fails:

·1)· ';0 join Licensee's action; or

2) To commence an independent action; or

3) To~urnish to Licensee an opinion of counsel indicating

that such action on the part of Licensor would create

unreasonable risks for Licensor;

Licensee at its~cost and with counsel of its choice may pursue

infringement of Marks against the same infringer
... •.......

(subject to requirements of local law). Any recovery by

Licensee in such actio~ based on infringement of Harris Marks

shall be shared equally by Licensee and Licensor after

deducting Licensee's out-of-pocket expenses.
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.I~

dispute relating to this Agreemen~:

ive jurisdiction 1Iv~er anyted States shall have exc

SECTION XIV: RELATIONSHIP OF PARTIES

If a provision of this Agreement is declared illegal or

SECTION XII: APPLICABLE LAW

SECTION XIII: SEVERABILITY

regulation, such illegality or unenforceability shall not affect

any other provision of this Agreement.

unenforceable by competent authority under any law, rule or

Except as specifically provided to the contrary in this

Agreement, nothing in this Agreement makes either party an agent

or legal representative of the other. Neither party has or shall

have any right or authority to bind the other in anyway or to

the

This Agreement shall be governed by and construed and

enforced in accordance with the laws of New York. The courts in

assume or to create express or implied obligations or

responsibilities on behalf, or in the name, of the other.

SECTION XV: MOPIFlCATIONS

This instrument is the entire Agreement between the

parti.es with respect to the subject matter hereof. There are no

representations·, understandings or agreements, written or oral,

not expressly included herein. NO addition, deletion or

modification of this Agreement is binding on either party unless

it is in writing and signed by both parties.

SECTION XVI: WAIVER

Failure of a party to enforce any provision(s) of this

Agreement, or to exercise any option or right hereunder, or to
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require performance of any obligation(s) of the other ~arty

arising hereunder, shall not be or be construed as a waiver or

affect in any way the validity of this Agreement or such party's

right thereafter to enforce each and every term of this

Agreement, and shall not preclude ·such party from taking any

other action at any time which it would legally be entitled to

take.

SECTION XVII: FORCE MAJEURE

Each party shall be relieved of its obligations if and to

the extent that a cause beyond its control prevents compliance

therewith, but only for so long as compliance is so prevented.

SECTION XVIII: NOTICES

All notices r.equired or permitted by this Agreement shall

be effective upon receipt if in writing by postage pre-paid

registered or certified air mail addressed to the other party at
.:,- . ".,:>,

the address given below or by notice changed.

If to Licensor:

with a copy to:

If to Licensee:
-. '. -

•

• -.*.;) ·-~·'~~-r~',,"l-::~ '~.~;1;:.-~'---:"':

With a copy to:
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SECTION XIX: COORDINATION

The parties understand expeditious communication is

imperative in international business and accordingly agree:

A. to each designate by notice a representative responsible for

coordinaEIng communIcatIonl:leEween Ehem; . ...... , ...
B. to make all reasonable effort to expedite communication; and

C. to respond to any request received from the other at the

earliest practicable moment.

Use"bf t~lex~nd telecopier is encouraged.

SECTION XX: SURVIVAL

Surviving termination of this Agreement are V, XD, and XE.

IN WITNESS WHEREOF, the parties have caused execution of

this Agreement by their representatives thereunto duly authorized

as of the date first above written .

WITNESS:

•

. .:~.,.

439



EXHIBIT "n"

069-543-P-A

LICENSE AGREEMENT

AGREEMENT made as of this __ day of 1993.

BETWEEN AIR PRODUCTS CANADA LTD.
(hereinafter called "Air Products")

OF THE FIRST PART

AND
(hereinafter called the "Licensee")

OF THE SECOND PART

WHEREAS for many years Air Products has, through corporations in which it is

a shareholder, carried on the business of selling gas products in liquid or
-

gaseous form, welding equipment and other products related thereto (the

"Weldco Business"), at a number of retail stores and other premises generally

known asWeldco;

WHEREAS the Weldco Business and the trade names, trade marks and asso

ciated commercial logos and symbols owned, used and/or established by Air

Products and used connection with the Weldco Business

acceptance and goodwill;

E:\JCS\AG1\OO9543P.TM
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WHEREAS the Licensee desires to usethe trade marks, trade names, commer

cial logos and symbols in Canada in connection with products and services;

WHEREAS Air Products is willing to license the use of certain of its trade marks,

trade names, commercial logos and symbols under the aforementioned terms

and conditions so that the Licensee may engage in the distribution and

promotion thereof;

NOW THEREFORE THIS AGREEMENT WITNESSETH that for and in considera

tion of the premises and of the mutual covenants and agreements herein

contained the parties covenant and agree as follows:

ARTICLE I

DEFINITIONS

1.1 "Licensed Trade Marks" shall mean the trade marks listed in Exhibit A

attached hereto and made a part hereof.

1.2 "Licensed Products"shall mean the products identified in the Regis

trations or Applications setout in Exhibit A.

1'.3 "Licensed Services" shall mean the operation of retail stores and other

premises, rental of cylinders, sale, maintenance and repair of welding

equipment used in welding applications; sale of solder and other
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products used in welding application,analysis, testing and cleaning of.

.gas and welding equipment, advising with respect to the use of. gas

products and welding applications, provided under one or more of. the

Trade Marks in Exhibit A.

1.4 "Effective Date" shall be the close of business on -'- " 1992.

1.5 "Anniversary Date" shall mean of each year of the term

hereof.

1.6 "Territory" shall mean the territory identified in Exhibit "8" of the

distributor agreement executed between the parties on '

ARTICLE II

GRANTS OF RIGHTS

2.1 In consideration for all the obligations undertaken by the Licensee in this

Agreement, Air Products hereby grants to the Licensee a non-assignable,

non-transferrable rightand license, within the Territory for the term of this

Agreement to use and display the Licensed Trade Marks within the limits

hereinafter set forth (hereinafter referred to as the "License"). The

License herein granted shall· only extend to Licensed Products and to
!

Licensed Services designed, manufactured, promoted, advertised and
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sold according to Air Products' standards so as to maintain and protect

the prestige associated with the Licensed Trade Marks.

2.2 The Licensee acknowledqesthatslmllar products and services may be

. .. 'underLicen~eiooiher'ifcer;sees 'forareasC;UisiaeiheTe;:;:itb;:Y;~c:i

agrees to take every reasonable step to prevent the' export of the

products outside the Territory.

2.3 The Licensee shall not sublicense its right to use the Licensed Trade

Marks.

2.4 The Ucenseeagreesthatit shall cause to appear on -or-within-the

products offered for sale under this Agreement and on or within all

advertising, promotional or display material and on stationery and sales

documents bearing or using the Licensed Trade Marks and on any and

all labels, cartons, containers, and/or wrapping materials bearing the

Licensed Trade Marks, appropriate notices pursuant to any patent, trade

mark or copyright law or statute of Canada and any other notices

deemed appropriate or necessary by Air Products.

2.5 The Licensee shall diligently and fully exploit its rights in the License in

every manner.

·E:\JCSIAG1\OO9543P.TM
443

September 7. 1993



2.6 The Licensee. agrees not to use Weldco or any name or trade name con

fusingly similar as all or part of its corporate name or as all or part of

the name of any corporation which it controls. However, Air Products

hereby grants to the Licensee the right to use Weldco as all or part of

Licensee's trade. name, provide the lay-out of each document in which

the trade name appears has received the prior written approval of Air

Products.

2.7 The Licensee furthermore agrees all use of the Trade Marks licensed

hereunder shall inure to the benefit of Air Products.

ARTICLE III

EFFECTIVE DATE, DURATION

3.1 Thil1 Agreemeritand the License.herein granted shall become effective

at the Effective Date.

3.2 Without prejudice to any of its other rights or remedies at law or in

equity or under this Agreement, Air Products, at its.option, may terminate

this Agreement immediately upon notice to the Licensee upon the hap

pening of any .of.the following events:

i. if the Licensee defaults in the performance of any of the terms

and conditions of this Agreement, or if the Licensee fails to use
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the Licensed Trade Marks or trade name Weldco in compliance

with the standards prescribed by Air Products and fails to cure

such default to the satisfaction of Air Products within thirty (30)

days following receipt of written notice from Air Products;

ii. if the Licensee is adjudicated bankrupt, becomes insolvent, or if a

receiver, whether permanent or temporary, for all or substantially

all of the Licensee's property, is appointed by a Court of com

petent jurisdiction, or if the Licensee makes a general assignment

for the benefit of its creditors, or makes a proposal under the

Bankruptcy Act, or any proceedings to wind-up or liquidate or

iii. if there is change in control, organization or management of the

Licensee which is unacceptable to Air Products or if all or sub

stantially all of the assets of the Licensee are sold;

iv. if the Licensee shall cease to distribute products of Air Products;

or

v. in the event that the distributor agreement between Air Products

and the Licensee shall terminate.
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ARTICLE IV

TECHNICAL INFORMATION AND TRADE SECRETS

4.1 The Licensee undertakes not to disclose the confidential information

disclosed in writing or orally, except to employees of the Licensee for

purposes related solely to the operation of the Weldco Business.

ARTICLE V

EFFECT OF TERMINATION

5.1 Upon any termination or expiration of the Agreement:

5.1.1 The Licensee shall forthwith and forever discontinue any and all

use in any mannerwhatsoever of the Licensed Trade Marks and

trade name Weldco or of such trade marks that so nearly re.

semble the Licensed Trade Marks or such trade names as to be

likely to deceive or cause confusion, and it will ensure that its

directors, officers and employees shall not use the Licensed

Trade Marks or any other trade mark or a trade name so nearly

resembling as aforesaid;

5.1.2 Licensee shall forthwithalld forever discontinue to represent

itself as being connected with the Licensed Products and/or

Licensed Services or with Air Products and shall promptly remove
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all indications of the Licensed Trade Marks on the Licensed

Products, its premises; invoices, price lists or any other

documentation and labels;

inventory labelled Weldco and/or Weldco/Air Products; and

5.1.4 The Licensee shall promptly pay to Air Products.all sums owing

or accrued prior to such termination or expiration by the Licensee

to Air Products. Such sums shall include any damages, costs

and expenses incurred by Air Products by reason of default on

the oart of the Licensee.

ARTICLE VI

RECOGNITION OF RIGHTS

6.1 The Licensee acknowledges Air Products' right to all and each of the

Licensed Trade Marks or those from whom the rights of Air Products are

derived, and to all trade mark applications and registrations based

thereon, and the goodwill relating thereto. The Licensee shall not at any

time do or suffer to be done any act or thing which in any way may

impair the rights of Air Products or those from whom the rights of Air

Products are derived, in and to the Licensed Trade Marks or to any trade

mark application or registration based thereon. The Licensee hereby
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recognizes the validity of the Licensed Trade Marks and Air Products'

right therein and agrees never to contest the validity of the Licensed·

Trade Marks or the rights of Air Products, directly or indirectly, during

and after the term of this Agreement.

6.2 It is understood that the Licensee shall' not acquire and shall not claim

any title to the Licensed Trade Marks or any trade names including or

incorporating all or parts of the' nameWeldco or all or parts of the Trade

Marks owned by Air Products, its parent company or any related or af

filiated company by virtue of the grant to the Licensee hereunder or

through the Licensee's use of the Licensed Trade Marks or trade name

Weldco. Licensee will assign to Air Products or its designee upon re

quest all rights it may obtain in any mark that incorporates all or part of

the name Weldco or all or part of trade marks owned by Air Products,

'itsparent or related companies. It is the intent of the parties hereto that

all use of the Licensed Trade Marks by the Licensee shall at all times

enure to the benefit of Air Products or those from whom Air Products

derives its rights and the Licensee shall furnish Air Products upon

request any evidence or use by the Licensee of the Licensed Trade

Marks and trade name Weldco in the Terrltory. The Licensee specifically

undertakes not to do any act which would or might invalidate any regis-

any other person directly or indirectly in any such act: or create any

rights adverse to those of Air Products.
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J ARTICLE VII

INFRINGEMENT OR COUNTERFEIT OF TRADE MARKS

OR ANY COPYRIGHT RELATED THERETO

,I, 7:1 "'TM Licefi§ee'sl'i~lr'l5romPtly"give'AirFr6dricts'writfen'ni5tice'clanS'"ifj~

fringement, counterfeit, passing off by reason of imitation or otherwise or

act of unfair competition known to Licensee or any act which may have

an adverse impact on the Licensed Trade Marks, the trade name

Weldco, the get-up of the products or otherwise, giving such details as

are available. Legal proceedings of any nature with respect to these

matters shall be entirely within the discretion of Air Products which shall

not be ,obHgeq to institlltElIElgl:i1 prpcElElqil1gs,

7.2 The Licensee shall not be entitled to call upon Air Products to take any

proceedings to prevent infringement or passing off by third parties, nor

shall the Licensee itself be entitled on its own account to take any such

proceedings without the receipt of prior writfen approval from Air'

Products. Air Products may call upon the Licensee, under supervision

from Air Products, to prosecute the infringing or tortious conduct. Such

supervision shall be limited to control over the continuing validity and

vitality of the Licensed Trade Marks and trade name Weldco.

7.3 The Licensee hereby agrees to render to Air Products all business

assistance in connection with any matter pertaining to the protection of
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the Licensed Trade Marks and trade name Weldco whether within the

courts, administrative agencies or otherwise.

ARTICLE VIII

INDEMNIFICATION AND DEFENSIVE LITIGATION

8.1 Air Products will indemnify, defend and hold the Licensee harmless from

all claims, suits, losses, damages, and expenses arising solely and

directly out of the use of the Licensed Trade Marks with the Licensed

Products and Licensed Services. In the event that Air Products advises

the Licensee of an actual or potential legal impediment to the use of the

Licensed Trade Marks or trade name Weldco with the Licensed Products

and Licensed Services, and the Licensee refuses to comply with Air

Products' directives pursuant, the Licensee shall indemnify, defend and

hold Air Products harmless from all claims, suits, losses, damages,and

expenses flowing from the misuse of the Licensed Trade Marks or trade

name Weldco with the Licensed Products and Licensed Services. In the

event of any actual or threatened suit againstthe Licensee by reason of

the use of the Licensed Trade Marks or the trade name Weldco in the

manufacture, use or sale of the Licensed Products and •Licensed

Services, the Licensee shall, upon receiving knowledge thereof in any

Products.
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ARTICLE IX

INSPECTION

9.1 Air Products shall have the right to inspect the Licensee's premises at all

reasonable times to ensure that the exercise of the License herein

granted is in compliance with the standards and policies of Air Products.

ARTICLE X

ALTERNATE REMEDIES

10.1 In addition to and without prejudice to the rights and remedies of Air

Products in Article III to terminate this Agreement, Air Products shall have

the right to see judicial enforcement of its rights and remedies including,

without limitation, injunctive relief, damages or specific performance.

ARTICLE XI

UNDERTAKING BY LICENSEE

11 .1 The Licensee undertakes to employ its best efforts to distribute and to

promote the Licensed Trade Marks in conjunction with the Licensed

Products and Licensed Services within the Territory.
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ARTICLE XII

FORCE MAJEURE

12.1 Neither party shall be deemed in default of performance of its obligations

required by this Agreement if it is delayed or becomes impossible

because of any act . of God, war, blockade, earthquake, fire, flood,

_accident or any other legitimate force majeure or fortuitous event.

ARTICLE XIII

AGREEMENT VALIDATION AND APPROVAL

13.1 To the extent that the Government of Canada may require any validation

and approval, the Licensee shall be solely responsible for securing all

documents from all agencies of the Government of Canada in order to

validate and approve this Agreement and all terms and conditions there

of. The Licensee shall notify Air Products of any approval, proposed

modification, or other pronouncement by the Government of Canada. Air

Products, in its sole discretion, shall determine whether any modification

to the terms and conditions ·of this Agreement must be effected in order

to comply with the requirements ofthe Government of Canada.

......... ..1~~·'5··· T~;;;" ii~;~~;;;;;;:;;w~arrants and agrees that the Licensed Products and

Licensed Services shall meet or exceed all Canadian federal, provincial,

and local statutes, standards, regulations and guidelines therefrom
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pertaining to such products and services, including, without limitation,

with respect to health and product safety.

ARTICLE XIV

ASSIGNMENT

14.1 This Agreement is fully assignable by Air Products and shall enure to the

benefit of any assignee or other legal successor to the interests of Air

Products herein. Any assignment of this Agreement shall automatically

release Air Products from its obligations hereunder except any obliga

tions incurred prior to the effective date of such assignment. As in

dicated in Article II hereof,the Licensee shall not be entitled to assign its

rights hereunder.

ARTICLE XV

EFFECT OF WAIVERS

15.1 No waiver by Air Products of any default in performance on the part of

the Licensee, or a flke waiver by Air Products of any breach or a series

of breaches, shall constitute a waiver of any subsequent breach or

default or a waiver of the terms of this Agreement.
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a) if to Air Products:

16.1 Any notice required or permitted to be given hereunder shall be in

writing and shall be given by telecopier, personal service or by mailing

registered mail, with postage thereon fully paid, in a sealed envelope to

be addressed as follows:

b)

E:\JCSIAGTlOO9543P.TM

ARTICLE XVI

NOTICES

Air Products Canada Ltd.
2090 Steeles Avenue East
Brampton, Ontario
L6T 1A7
Attention: C. M. Chabot
Fax: 416-791-4595

with a copy to:

Air Products and Chemicals, Inc.
7201 Hamilton Boulevard
Allentown, Pennsylvania
U.S.A. 18195-1501
Attention: J. C. Simmons

Patent Department

if to Licensee:
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Any party may, by notice, change the address to which notices must be sent.

Notice shall be deemed to have been given when served personally, or if

mailed, on the third business day following the mailing thereof as herein

provided; or if sent by telecopier on the day following the day of sending.

ARTICLE XVII

CONSTRUCTION AND SEVERABILITY

17.1 All references in this Agreement to the singular shall include the plural

where applicable and references to the masculine shall include the

feminine and vice-versa. Either reference shall include the neuter. If any

part of this Agreement for any reason shall be declared invalid, such

decision shall not affect the validity of the other provisions of this

Agreement and this Agreement shall be construed as if this Agreement

had been executed with the invalid portion eliminated. In the event that

any material provision of this Agreement shall be deleted or declared

invalid, Air Products reserves the right to terminate this Agreement.

ARTICLE XVII

ENTIRE AGREEMENT

18.1 This Agreement (including any schedules, appendices and agreements

supplemental hereto) together constitute the entire agreement between

the parties hereto and supersede any and all other prior or contem-
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poraneous negotiations, commitments, conditions, representations. ,

warranties, undertakings and agreements, either oral or in writing, made

between them with respect to the subject matter hereof. No interpre

tation, modification, termination or waiver of any of the provisions hereof

shall be binding upon Air Products or the Licensee unless in writin!)

signed by a duly authorized officer of Air Products. No modification,

waiver, termination, suspension, discharge or cancellation of any of the

provisions hereof shall affect the right of any party to enforce any claim

hereunder, whether contractual or otherwise, which has accrued prior to

the date hereof.

ARTICLE XIX

SUCCESSORS

19.1 Subject to the provisions of Article XIII, this Agreement binds and enures 

to the benefit of the successors and assigns of Air Products and the suc

cessors of the Licensee.

ARTICLE XX

FURTHER ASSURANCES

20.1 The parties. hereto shall execute and deliver such other documents and

additional assurances or cause same to be executed and delivered in
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order to give full effect to the provisions hereof or to any change in trade

mark laws in respect of the provisions of this Agreement.

ARTICLE XXI.

21.1 The parties hereby expressly acknowledge that they are independent

contractors and are not nor shall represent themselves to be agents or

employees of each other or to be related to each other.

21 .2 Air Products shall have no control over the employees of the Licensee,

including the terms and conditions of their employment. No employee

engaged by the Licensee shall, under any circumstances, be deemed to

be an employee of Air Products, and all .such employees shall be so

notified by the Licensee.

ARTICLE XXII

TIME OF ESSENCE

22.1 Time shall be of the essence of this Agreement.
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ARTICLE XIII

LAW GOVERNING

23.1 This Agreement shall be governed by and construed in accordance with

the laws of or applicable to the Province of Ontario and the parties shall

submit to the jurisdiction of the court of the Province of Ontario.

ARTICLE XXIV

LANGUAGE

24.1 The parties hereto have expressly required that this Agreement and all

.. 'deeds, documents and notices relating hereto be drafted in the English

language. Les parties aux presentee ont expressernent exige que la

sont afferents soient rediges en langue anglaise.

IN WITNESS WHEREOF the parties hereto have executed this Agreement.

AIR PRODUCTS CANADA LTD.

Per:----------

Licensee

Per:
--~-------
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EXHIBIT A

TRADE MARK REGISTRATION NO.

WELDCO UCA 18676

WELDCO & DESIGN 145,830

WELDCO 383,066

WELDCO & DESIGN 396,942
.

WELDCO & DESIGN 397,365
.

WELDeo & DESIGN 397,364
.c,

I·..

I TRADE MARK I APPLICATION NO.
·1

WELDCO & DESIGN 673,004 r.

WELDCO & DESIGN 671,444
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EXHIBIT "E"

(1) _

(2) _

(3) _

Re: Use of Trademarks

Gentlemen:

We are very pleased that your company is interested in utilizing some of
Air Products trademarks and logos on your (4) .

In this connection, I am enclosing relevant pages of the manual which
prescribes the manner and style for using our "corporate signature". You will
note that the enclosed pages set the standards for the relative proportions of the
components of the trademark, as well as requirements for permissible color
combinations and color swatches - to insure consistency and recognition. There
are even specific illustrations of the us of the trademark on various product
labels, containers and equipment, as well as on business and stationery.

Also enclosed is a of .
to ensure for

product sold using our trademark.
Adherence to the standards for use of our trademark and compliance

with the product quality specification, together with the presence of repre
sentatives of Air Products at your plant during normal operation should meet the
legal requirements of our (6) (name of agreement) License, (7) (executed/ef-
fective-date), particularly Article (8) thereof.

If we can be of any further help in assisting you in the proper use of our
trademarks or compliance with the terms of our (6) License, please
feel free to contact us. Again, we are pleased and proud that (3) will
be using our trademarks together with their own in the marketing of industrial
gases.

Ene!.
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A Study
on the Report of the Advisory Commission

on US Patent Law Reform

As intellectual property rights have become more widely

enforced on a global basis, a trend is developing toward

harmonization of patent systems among countries of the

world. In the United States, an effort has started for

reform of its patent law which we feel is very welcome. In

August 1992, the Advisory Commis on ~etorm

presented a report, discussing various issues in detail and

presenting respective recommendations. The report may not

necessarily predict the direction to which the law reform will

proceed but does suggest the reform possibilities which should

be well worth the study. Out of the recommendations in the

report of the Advisory Commission on Patent Law Reform ("the

Commission Report"), we, the Committee No.3, has picked up

and· studied the first-to-file system, "Hilmer" rule and

reexamination, in comparison with the similar items under the

WIPO harmonization draft (PLT/DC/69, 1/29/93) and the Japanese

patent system.

I. First-to-File:

1. Preface:

Conversion of the patent system to the first-to-file system

is a drastic change for the United States. We are certain that

the first-to-file system will prove to be reasonable from the

view point of, among other things, merit of the patent system to

the society, particularly to the industries, smoothness in the

practice, and its acceptability to those concerned. As the

Commission Report gives the recommendations on the provisional

application, the grace period and the prior user rights for the

adoption of a first-to-file system, we herein discuss these items

in the order stated.

2. Provisional Application:

The Commission Report suggests that a provisional
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application scheme is under study in connection with conversion

of the patent system to the first-to-file. It will enable

inventors to file an application early and easily, securing an

early filing date and helping first inventors to retain

advantages so far protected under the first-to-invent system. It

is similar to the internal priority system in use in Japan and

the United Kingdom. To make the proposed provisional

application scheme clearer, we will discuss it in comparison

with the internal priority systems in those two countries.

·2.1 Recommendations of Advisory Commission:

2.1 . 1 Outline:

(1) A provisional application to be filed shall satisfy "a

minimum of formal requirements" "at a low cost." It must

"satisfy the description and enablement requirements under 35

USC Section 112" but "would not have to include claims to

define the invention in order to receive a filing date

"Further more, to facilitate early filing, requirements for ...

declaration and for inventorship nomination would be waived."

"Satisfaction of these formalities of the application would not

be requiI:"ed until the inventor files a '~OIUf)lE,-c<" J)Cl:c.E!.Il1:, ..jc
;;:••. j;................... ..

application."

(2) An "applicant would have twelve months after filing the

first provisional application to file a complete application

meeting all regular application requirements." For a complete

application, regular filing fee would be paid. "One or more

provisional applications could be consolidated into one complete

application. Once the complete application had been filed, any

earlier provisional applications would be abandoned."

(3) "Applicants using the provisional application scheme would

be entitled to claim priority for subject matter claimed in the

provisional app.H.ce t Lon , provided the provisional application

includes a sufficient description of the invention and

sufficiently 'enables' the practice of the invention claimed in

the later complete application. The provisional application

could serve also as a priority document for foreign applications"
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which satisfies a certain requirement under the Paris Convention.

"The filing date of the complete application would serve as the

basis of the domestic patent term, where the patent term is a

fixed period measured from the filing date ... "

2.1.2 Grounds:

(1) Under thefirst-to-file system, it is necessary that an

provisional application scheme satisfies this necessity at a low

cost. Also, the one year period within which an applicant

decides whether to file a complete application or not will serve

to operate to his great advantage. Being the basis of a right

of priority, the provisional application would be useful not only

in obtaining a complete patent but as a defense against patents

of others.

(2) The first-to-file system will permit patent owners to have

an identical patent term for patents obtained in various

countries. If, for example, two patent applications are filed in

the U.S. and in another country on the same day, and then a U.S.

application is filed claiming priority on the basis of the

application filed in that another country, the U.S. patent with

the benefit of priority, if granted, would have a longer term by

the amount of priority period. Under the provisional application

scheme, the patent owner can have identical patent terms. Also,

the proposed U.S. scheme will coordinate satisfactorily with the

internal priority systems of Japan and EC countries.

(3) The provisional application scheme will help to

substantially identify the date of invention. It will also work

satisfactorily with foreign application cases under the

first-to-invent principle in which the priority date must be

identified.

2.2 Japanese Internal Priority System:

2.2.1 Outline:

(1) The Japanese internal priority system may be stated to be

one in which an applicant may claim priority based on its

application previously filed in its own country. The
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2.2.2

( 1 )

"application previously filed" under the Japanese internal

priority system will be equivalent to the "provisional

application" proposed by the Advisory CortlIllissiClIl.

(2) In the case of claiming priority under the Paris

Convention, the partial priority and the mUltiple priorities are

authorized (Article 4 F of the Convention), permitting a full

package of rights to be obtained including improvement inventions

and additional inventions. In Japan no domestic applicant had

been entitled to similar benefits until this internal priority

system was adopted to remove the inequality.

Requirements:

Applicant Requirements:

a. An applicant claiming internal priority shall be the

applicant under the "earlier application" which term is

defined as an application for patent or utility model

under which the applicant has the right to obtain a

pateIlt or utility model registration and which has

been filed earlier (Article 42 bis (1)). In the case

agreement among co-applicants with respect to the claim

for internal priority. Any assignee in the right to

obtain a patent after filing of the application

involved would be entitled to receive the benefit of

the internal priority system.

b. Inventors shall not necessarily be the same.

(2) Earlier Application Requirements:

a. The earlier application must be duly pending at the

time of filing of the later application (Article 42 bis

(l)(iii) and (iv)), as it is the ground on which

may

b. The earlier application must be an application for

either Japanese patent or utility model. No design

application can be this earlier application.

c. No divisional application or converted application can

be this earlier application (Article 42 bis (l)(ii)),

to avoid complexity involved in examination of its
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legality.

d. The invention included in an earlier application should

not be one claiming priority based on a further earlier

application, in order to preclude extension of the

priority period by successive claiming of priorities.

e.The invention for which internal priority is claimed

specification or drawings initially attached to the

earlier application, specifically excluding any

additions and amendments subsequently made.

(3) Procedural Requirements:

a. The later application must be filed within one year of

the earlier application (Article 42 bis (l)(i)).

b. Identification of the earlier application and claiming

of a right of priority must be done in writing at the

time of filing the application (Article 42 bis

(l)(iv)).

2.2.3 Effect:

(1) The patent application enjoying the benefit of internal

priority shall be considered to have been filed at the time the

earlier application was filed, with its patentability examined

accordingly with respect to, among others, novelty, inventive

step (Article 29), Article 29 bis, and first-to-file rule

(Article 39), and with all such other advantages made available

as accrue from an earlier application (Article 42 bis (2)).

(2) Time limitation on amendments and time of laying open of the

application shall be based on the time the earlier application

was filed.

(3) The commencement date of patent term and the period within

which the request for examination must be made will be

determined on the basis of the date on which the later

application is filed.

(4) As a result, it is avoided that an amendment for addition of

embodiments is never entered as being a new matter and that an

improvement invention is rejected as being double patenting. By

use of the multiple priorities and the partial priority, it has
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become possible to unify applications into a single application

as long as unity of invention is satisfied.

(5) The earlier application will be regarded as being withdrawn'

after fifteen months of its filing date, to avoid conflict with

the later application (Article 42 ter).

(6) Claim of priority may be withdrawn before the earlier

application is regarded as having been withdrawn, and withdrawal

of the later application gives effect to withdrawal of the claim

of priority, to protect benefits of the applicant (Article 42

ter (2) and (3)).

2.3 Internal Priority System in UK:

2.3.1 Background:

(1) The former law (Patents Act 1949) required an application

for a patent to be accompanied by a provisional or complete

specification. In case of an application accompanied by a

provisional specification, a complete specification had to be

filed within twelve months. To the extent that claims made in

the complete specification are based on explanation of the

................................ in.vention in the provisional specification, the date ~;~

of the claims was made the filing date of the provisional

specification. This provisional specification system was

introduced for the first time by the 1852 Act.

(2) A provisional specification system under the former law was

repealed by the current law (patents Act 1977) which was enacted

to, among. other things, promote harmonization with EPC. The

current law provides for the so-called internal priority system

-- 'a system authorizing a claim of priority on the earlier

domestic application -- which provides advantages similar to

those under the provisional specification system.

2.3.2 Outline:

a. A later application filed within twelve months of the

earlier application shall be entitled to the priority

date under the earlier application.

b. An application shall contain, among other things, a

request for grant of a patent, a specification
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[description of invention, claims, (drawings)] and an

abstract. However, neither claims nor abstract is

necessary to secure a filing date thus permitting an

applicant to secure the priority date without claims

and abstract.

c. The earlier application is a complete application for

provision, may survive with the later application.

d. In the later application, either multiple priorities or

partial priority may be claimed.

e. In the later application, priority on the earlier

Paris Convention.

f. The later application will be laid open 18 months after

the filing date of the earlier application.

g. The patent term shqll be 20 years from the filing date

of the later application.
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2.4 Comparison among Japan. UK and USA

; Japan United Kingdom United States

Position of earlier application Complete application Complete application Provisional application

Position of later application Complete application Complete application Complete application

Applicants of earlier and later applications Identical (includes successor) Identical (includes successor) Identical (inventor or applicant)

Requirements for earlier application Claims required No claims nor abstract required No claims required.
Article 36

I
Section 15 Descriptions for enablement required

Section 112
(No declaration needed.)

Amendments I May not be made basis for c1aimi?9 priority May not be made basis for claiming priority Unknown

Treatment of earlier application after Regarded as "withdrawn" 15 mohths after Not automatically "withdrawn. ,. Automatically "abandoned" upon
claiming priority filing of prior application. completeapplication

Fees i ,
.......................... ........ ........................................................ ......................................................... ........................................................

Earlier application , ¥ 21,000 as filing fee. Pounds 1705t9. as filing fee Low level for provisional application
, ..... , ........ .•.......•........••.•...............••... ~ ...••.•...... .•.•••..•.......••••............•••........•••.......... ........•.••••....•..••••....••••••.....••••.......•••..

later application ¥ 21,000 as filing fee + ¥ 87,OOOlor more Pounds 170 Stg. as filing fee Regular level for complete application
for request for examination Pounds 1305tg. for5ubstantive

f examination

Period of priority f. 12 months 12 months 12 months

Date to be laid open f 18 months after earlier application 18 months after earlier application 24 months after earlier application

Patent term measured : Filing date of later application Filing date of later application Filing date of tater application

Multiple priorities f Available Available Available

Partial priority f Available Available Available

Application to be laid open later application only Both ot eerner and later applications. Later application only



2.5 Comments:

The U.S. provisional application scheme is similar to the

internal priority system of Japan and the U. K. but largely

different when it comes to the position of the earlier

application. In other words, the earlier application under the

internal priority systems of Japan and the U. K. is a nomal

application, and is eligible for a patent after examination.

Under the U.S. provisional application system, an earlier

application is simply a preliminary one for a later application.

Thus, the earlier application alone is not eligible to be a

patent in the end.

With the earlier applications of the three countries as

outlined above, we come across the following issues which are

either unclear or expected to be problem areas.

(1) Applicant:

According to the Commission Report, "to facilitate early

filing, requirements for ... and for inventorship nomination

would be waived for the provisional application. Satisfaction of

these fomalities of the application would not be required until

the inventor files a complete patent application." The issue

raised here refers to the relation between the applicant and the

inventor.

If the above statement is intended to mean that a

provisional application does not require to. be in the names of

all inventors, one of inventors or even some other person (an

agent, for example) or an assignee could be an applicant. In

the light of the fact that the inventor is supposed to be an

applicant in the United States, it occurs to us that all

inventors should be named in the provisional application.

Or, we can assume that it might follow from lack of claims

in a provisional application that an inventor or inventors stated

in the claims are unidentifiable. Even in that event, we feel

all inventors involved should be named and an inventor or

inventors named in the claims may be designated at a later date.
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(2) Effect of prior application:

A provisional application, unless followed by a complete

application, is expected to be waived. In that case, would the

provisional application have a patent-defeating prior art effect?

For example, after A filed a provisional application, B files

a provisional application on an identical invention to the one

previously filed by A. Thereafter, A fails to file a complete

application while· B files a complete application. In this

case, could the provisional application filed by A constitute the

ground of rejection of the complete application filed by B?

Where the failure of A to file a complete application 1s

considered to be abandonment of obtaining a patent, it would be

unfair to give the application by A a patent-defeating prior art

effect against others. If the application by A should have such

an effect, it would encourage abuse of the system by simply

filing a provisional application to prevent others from obtaining

patents. Thus, as explained above, the application by A should

not have such an effect.

(3) Description requirement

certain,j.nvention satisfying 35 USC 112 requirement to a·certain

extent and a later complete application is filed with more

satisfactory description, and therebetween a third party's

application (provisional or complete) is filed on the same

invention with the intermediate degree of description, how strict

should 35 USC 112 requirement be ruled among these? And who is

entitled to get a patent on the invention in question?

(4) Scope of applicability

Would use of the provisional application scheme be

restricted to Americans? The Commission Report does not

reason why only Americans should be entitled to it. It is our

understanding that the provisional application scheme should be

made available to foreigners as well as internal priority systems

of other countries which entitle foreigners to enjoy the

advantage. In such a case, we hope that provisional applications

from foreigners may be filed in the language of their own
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2.6 Conclusion:

Where the requirements for a formal application are very

strict in the United States, it will be reasonable to adopt

the provisional application scheme for easy and early filing

thereby to introduce a system which is equivalent in substance to

the internal priority system and which can retain advantages of

Japanese language for Japanese(for example,countries

citizens).

(5) Multiple priorities:

Under the provisional application scheme multiple priorities

are available. The Commission Report,. however, does not make any

specific reference to the multiple priorities on a provisional

and a

Since the provisional application may serve as a basic

application for claiming priority under the Paris Convention, the

above described multiple priorities should be made available.

(6) CIP application scheme:

In the United States, CIP application is available. It is

not specific in the Commission Report whether the CIP application

scheme is to continue after the provisional application scheme

is implemented. If it is to continue, would it be possible to

file a CIP application directly from a provisional application

(alone or additionally from another complete application). Where

a provisional application is' to be followed by complete or

regular application, the complete or regular application could

simply be a CIP application itself directly. Thus CIP

applications from provisional applications (alone or additionally

from another complete application) should also be authorized.

(7) Amendment:

Ls the provisional application subject to amendments?

Where one or more provisional applications may be consolidated

into one complete applications, it is possible to file further

provisional applications in order to include additional ideas and

then to merge into a complete application. From this point of

view, amendments to a provisional application in itself should

not be authorized.
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the first-to-invent principle.

3. Grace Period:

The current u.s. patent law adopts the grace period. The

Commission Report states the necessity for adoption of the

grace period as a condition of introducing the first-to-file

system. We will discuss in the following the recommendation of

the Commission Report on the grace period, with reference to the

WIPO harmonization and to Japanese provisions pertaining to

exceptions to lack of novelty of invention.

3.1 Commission Report:

3.1.1 Background of Recommendation:

(1) As a compromise between "two opposing principles" -~ one

being the long and firmly established traditions in the United

States scientific community. which "encourage open and free

communication through early publication and dissemination of the

results of scientific research," and the other being the patent

protection-oriented concept that "prior public disclosure of the

of an invention as the most fundamental barto

the ability of an inventor to obtain patent protection" -~ the

current U. S. patent laws adopts a grace period (Section

102(b)). "The grace period is of critical importance to the

scientific community in facilitating early dissemination of

research results, while preserving the patenting opportunity of

the inventor for a reasonable period."

"The grace period also is essential to protect entities

which have limited financial resources for patent

application filing and prosecution. Such entities must have some

time after publication or other public disclosure to validate the

prospective licensee as a precondition to making any significant

financial commitment toward obtaining patent protection for that

invention. " "The U. S. grace period helps to ensure equal

access for such entities to the benefits of U.S. patent

protection, and protects against inadvertent loss of U.S. patent

rights during the initial period of testing or promotional
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activities."

(2) If the grace period is adopted in the first-to-file system,

there will be "a situation where a party other than the inventor

learns of an invention exposed through a grace period publication

and then files a patent application on that invention before

the original inventor." Some appropriate measures will have to

( 3 ) "Another problem (' spoiling') occurs where someone other

than the patent applicant learns of the subject matter of the

invention and prior to the filing of the patent application

publishes the information." This would have a patent defeating

effect on the true inventor's patent application. This potential

problem must also be resolved.

3.1.2 Recommendations:

(1) "A grace period" should be provided, "during which [period]

public disclosure of an invention by an inventor would not

affect the patentability of that invention if claimed in an

application filed by that inventor within 12 months of the

disclosure." Our understanding is as follows:

(i) Interpretation of "public disclosure by an inventor" ,

"an application filed by that an inventor" and "an

application" :

Although not clear in the Recommendations, we expect

that an interpretation compatible with the WIPO

harmonization would be adopted. In other words, public

disclosure by any third party of information obtained

directly or indirectly from an inventor would probably be

construed as "public disclosure by an inventor. "

Application filed by a. person having the right to obtain a

patent on the date of filing is likely to be construed as

"an application filed by inventor." Although not clear in

the Recommendations either, "an application" would probably

include the application filed in a foreign (original)

country having base of priority date. It is also presumed

that "application" would probably include a provisional

application (with or without claims) ..
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Our understanding is as follows:

If the application by B is a misappropriation case, the

application by A would be granted, to which there is no specific

reference in the Commission Report. If the application by B is

not a misappropriation case, neither applicatiun by B nor

application by A would be granted. If the application by B is

allowable invention distinct from the content of publication by

A, the application by B would be granted.

(3) In a case "someone other than the patent applicant learns

of the subject matter of the invention and prior to the filing of

the patent application publishes the information," "it would be

appropriate for the USPTO to 'presume' that the second

publication of the same invention was derived from the first, and

A
Application.::byB

(ii) Type and place of public disclosure:

The public disclosure would include any and every type

of public disclosure, including in writing or verbal, and at

any place of the world.

(iii) When to reguest for benefit of the grace period?:

Basically the benefit of grace period would probably be

requested for at any time. However, probably it shall be

requested for whenever the applicant knows a grace period

public disclosure, following the 37 CFR (Duty to disclose

information material to patentability).

(2) In a case "a party other than the inventor learns of an

invention exposed through a grace period publication and then

files a patent application on that invention before the original

inventor," "retention of the requirement for an affirmation of

inventorship by the true inventor, and provision of a forum to

decide derivation issues, whether it is the USPTO in an

interference-like proceedings, or in the courts, should suffice

to address this situation."

:.publi.cation
by A
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then on this presumption, grant the patent application."

Application
by A

Publication
by B (presumed to be
derived from the publication
by A) (second publication)

Publication
by A (first
publication)

Our understanding is as follows:

The application by A is granted based on that presumption.

In a dispute over the validity of the patent (the application by

A), a federal court would decide whether the publication by B

was derived from the publication by A. Unless the presumption

is rebutted, the patent (the application by A) will continue to

be in force as a patent. (This may look at first like a

"first-to-publish" system.)

.-

3.2

3.2.1

The WIPO Harmonization

Background:

(PLT!DC/69 (1/29/93»:

Many countries have patent laws with a grace period, ·.which·

varies country by country as to, among other things, the period

provided and acts entitled to benefits of the grace period. In

fact, the difference of the grace period triggered the idea of

the harmonization treaty as one of the moot important issues in

t.hfl international patent harmonization.

3.2.2 Outline of Harmonization Provisions Involved

(Article 12):

(1) Requirements:

"Disclosure of information') which otherwise would affect

the patentability of an invention claimed in the application

shall not affect the patent ability of that invention where the

information was disclosed, during the 12 morrchs " preceding the

filing date or, where priority is claimed, the priority date of

the application,

(i) by the inventor,

477



(ii) by an Office and the information was contained

(a) in another application filed by the inventor and

should not have been disclosed by the Office, or

(b) in an application filed without the knowledge or

consent of the inventor by a third party which

obtained the information direct or indirectly

from the inventor,

or

(iii) by a third party which obtained the information direct

or indirectly from the inventor."

For the purposes [hereof], '" inventor' also means any person

who, at the filing date of the application), had the right to the

patent. "

(2) Procedure:

"The benefits of paragraph (1) may be invoked at any time4
) . "

"Where the applicability of paragraph (1) is contested,

the party invoking the effects of that paragraph shall have the

burden of proving, or of making the conclusion likely, that the

conditions of that paragraph are fulfilled."

The information so disclosed does not affect the

patentability of the application, .i i e . novelty and inventive

step.

3.2.3 Effect:

(1) Effect of any prior application by third party: An inventor

is not entitled to advantage of a grace period, i.e. an

application filed by an inventor after disclosure wOuld be

considered to be rejected under Article 13 on the ground of any

prior application filed by the third party between the disclosure

The prior application by the third party would likewise be

considered to be rejected on the ground of the disclosure by the

inventor.

(2) Effect of secondary disclosure by third party: An inventor

is not entitled to the advantage of a grace period, .i . e. an

application filed after disclosure would be rejected under
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Article lIon the ground of any secondary disclosure by the third

party made between the disclosure and the filing of application

by the inventor. Any secondary disclosure by the third party, if

based on information obtained directly or indirectly from the

inventor, would not be rejected.

(29 January, 1993) suggested

date of the application" be

before the filing date of the

the filing

"Observation ll3) The

that "at

amended to read "at or

application."

4 ) The term, "at any time," would mean "at any time

in writing, verbally or by any other means (such as

display at an exhibition or retrieval of information

from an electronic data base).

2) "Observations" (29 January, 1993), a WIPO

document, suggested that "during the 12 months" be

amended to read "during, or with effect under Article

13 on a date during,"

..

the application is pending with the patent office as

well as in proceedings revoke the patent involved

after it is granted."

3.3 Japanese Grace Period:

3.3.1 OULline:

As a principle, any invent.ion p.i.ther publicly known or

worked in Japan or described in a publication distributed in

Japan or elsewhere, prior to filing of a patent application, is

not eligible for novelty (Article 29 paragraph 1).

The above rule, if adhered to strictly, would be too harsh

for inventors or could operate against the purpose of the patent

law intended for development of industries.

In the circumstances, with due consideration for

disadvantages to which third parties in good faith may be

subjected, and as exceptions for certain types of disclosure,

novelty of inventions is regarded as not being forfeited (Article
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Qualified disclosers are restricted to persons having the

right to obtain a patent.

In principle, a qualified discloser is identical with the

applicant for patent or inventor involved.

In order for any other person to be a qualified discloser,

a statement setting forth the circumstances must be produced to

satisfy the patent office (Examiners' manual lO.33A, lO.45A).

(2) Time of disclosure:

Qualified disclosure must be made within six months before

filing of a patent application. In other words, an application

must be filed within six months after qualified disclosure. The

date of disclosure is deemed to mean the date on which a

presentation is made in writing at a study meeting or, if such

writing is distributed in advance for preliminary information,

the date on which it is so distributed rather than it is

Discloser and Inventor:

Requirements:

Relation between

30) .

3.3.2

( 1 )

.. disclosures, disclosure is deemed to be made on the date of the

first disclosure.

The date of filing of a patent application means the date on

which a patent application is filed with the Japanese Patent

Office. In the event of an application with a claim for priority

under Article 4 B of the Paris Convention, the date of filing of

patent application will likewise be the date on which it is filed

in Japan. Applications with claim for priority under the Article

4 B are not prejudiced, because only acts between the filing of

application with the first country and the filing of

country are and acts prior

of filing of application with the first country are not involved,

and also because inclusion of acts prior to the filing with the

first country would results in accumulation of grace periods.

In the event an application must be filed within six months

after qualified disclosure notwithstanding a claim for priority.

480



(3) Modes of gualified'disclostires:

a. Experiments: The term, "experiments," is restricted to

mean those verifying technical effect of a completed

invention, and does not include any intended for

advertisement or sale.

b. Printed pUblication: The term, "printed publication,"

as used in Article 30, is taken to mean the so-called

reproduced writings, drawings and pictures.The term,

"di s c l ose " or "disclosure," is taken to relate to

disclosure made in person by a rightful person having

a right in receiving a patent with the positive intent

to disclose and does not include publication in the

official patent gazette issued by the patent office in

Japan or elsewhere. Thus, once a patent office in

Japan or else where lays open an application, no body

other than the rightful applicant cannot obtain a

right in the invention involved in that application.

c. Disclosure in paper at study meeting held by scientific

body designated by Director General of Patent Office:

Disclosure must be made in writing. The writing may

even be a draft writing consisting of a single copy of

slides and must set forth at least matters described in

claims applied for (Trial 42-6320, Feb. 13, '73).

d. Disclosure of invention against will: The Article 30

will apply where an invention is disclosed against

will of the person having the right to obtain a patent.

The will is defined as that of that person not to

publicize until filing of a patent application.

The disclosure against will typically be made by; for

example, duress, spying or fraud. It may also apply

where a third party imposed with confidentiality

obligation by a person having the right to obtain a

patent discloses without authority.

e. Display at exhibition:

(i) Exhibitions held in Japan:

Exhibitions held or sponsored or co-sponsored by
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the Government or any local pubILc entity

( "governmerrtal enti.ties").

Exhibitions held by non-government entities and

designated by the Director General of Patent

Office.

(ii) Exhibitions held outside of Japan:

International exhibitions held in territory of a

country which is a party to the Paris Convention

by its government entities or a person authorized

by such government entities. This provision is

intended to cope with Article 11 of the Paris

Convention.

International exhibitions held in territory of a

country which is not a party to the Paris

Convention and which has been designated by the

Director General of the Patent Office.

(4) Procedural requirements for qualified disclosures:

(i) A written statement requesting application of a

qualified exception must be submitted at the time of filing

of the patent application. In the event of an international

be submitted within 30 days of the filing of the patent

application.

(ii) Within 30 days of the filing of the patent application,

a. document proving that the invention claimed in the patent

application is an invention to which the provision of

Article 30 paragraph 1 or 3 is applicable (except when

publicized against will).

Effects:

The disclosure does not forfeit novelty of the invention

applied for, provided the invention so applied for is identical

with the invention so disclosed, and does. not relate to any

application for extension or improvement invention.

(2) Effect of prior patent application by third party:

Patent application under Article 30 will be rejected on the
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ground of any prior patent application by a third party (except

where it is made clear that the third party is .neither an

inventor nor an assignee of interest in invention from the

inventor (judgment of which is not·made by the Patent Office)).

Any patent application by a third party will be rejected on

the ground···of disclosure by the person having the right to obtain

a patent.

(3) Effe

Patent application under Article 30 will be rejected on the

ground of secondary disclosure by third party (except where such

disclosure by third party is based on disclosure made by the

inventor) .

3.4 Comparison:

Refer to a statement entitled "Comparison of Grace periods,"

as attached.
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I Comparison of Grace Periods .
. ". '" '.

u.s. (Recommendation by Advisory WIPQ Harmonization Japan Comments on U.S.
Commission) '., Recommendation

,

1. Purpose of Grace Period; Harmonization of free exchange of International harmonization of An exception tothe first-to-file Grace period should strictly be nan
information with the first-to-file laws of respective countries. system.

"

exception to the first-to-file"
system. " system.

2. Who discloses I Inventor Inven~or,Patent Office. third party Any person having theriqht to wtpohermontzetton should be
whichjobtained the information obtain a patent more practical.

;
director indirectly from the
inventor. .

3, When to disclose • Within one year before filing of Within one year prior to filing of Within 6 months prior to filing of "Within one year prior to filing of

I
application (includes provisional application or priority date. application. application" will be acceptable
application?). (the provisional application with

the grace periodwill be excessive).

.f>. 4. Type of disclosure Public disclosure No restrlctions Subject to restrictions. Restrictions asto mode of disclosure
CO would be unneces sary..f>.

5. Benefit of application of Patentability is not affected. Patentability is not affected. No, none onnovelty, but does Inventive step should not be
the grace period on affect inventive step because of affected on the ground of
patent application i disclosure. . disclosure. ,.

6. whento request for Not shown (follows the duty of Anytime At the time of filing Of patent The request mustbe made
benefits of grace peiiod? disclosure, whenever a grace priod application (except when disclosed whenever necessary.

public disclosure is known.) against will). ,

7. Patent application to Examined and decided by USPTO Rejected (Article 13) (earlier Rejected (prior application by third Both of applications must be
which grace period is or court asto who the inventor application by third party will party will like wise be-rejected on rejected in the first-to-file principle.
applied. as affected by " shall be. likewise be rejected on the ground the ground of disclosure).
prior application by third of disclosure).
party, willbe:" ",

"

8. Patent application to None (the second publication is Rejected (Article 11). Rejected. "Presumption" is likely to end up
which grace period is presumed to be derived from the with a, say, "first- to-publish"
applied, as affected by the first publication). system.
second publication by third
party, will be: ., ,
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nature, however, it should probably be an exception to the

first-to-file system. In other words, careful consideration

must be given so that publication by an inventor would not

p.ce judLce: an patent application by any subsequent inventor. It

should never be used for securing the first-to-file privilege.

and problem areas:

an invention:

Ambiguities

Who discloses

3.5

3.5.1

ConuneIlts:

ReconunendatioIls in Conunission Report:

Recommendations in the Commission Report, although there are

minor differences from the WIPO harmonization and Japanese law,

are basically in line with the proposed WIPO. There would be no

problem if further details are provided for.

The recommendation seems to take up the grace period as one

3.5.2

( 1 )

The recommendation refers to "public disclosure by an

inventor." In the actual practice, however, it happens that an

assignee of an invention or third party who has known of an

invention made by the inventor discloses the invention. For this

reason, detailed provisions would be required with respect to the

discloser. We believe, the WIPO harmonization should be relied

upon.

(2) When to reguest for application of grace period:

It is unclear from the Commission Report when a request for

application of grace period should be made. The U.S. duty of

disclosure would require a request for application of grace

period to be made at the time of filing the patent application.

If third parties are also included as qualified discloser,

disclosure of which the patent applicant is not aware could

exist. To prepare for this, arrangements will have to be made

to permit a request for application of grace period after the

filing of patent application.

(3) To which application the grace period applies:

It is unclear whether filing of a patent application after

disclosure of details of an invention by the inventor refers to

that of the complete application alone or includes that of a
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provisional application. If filing of a provisional application

is included, a complete application would be filed 24 months

after disclosure of details of an invention. If the provisional

application is intended to secure a "grace period" within which

to file a complete application, use of the grace period together

with a provisional application would provide excessive protection

of the invention.

In the case of filing of aU. S. patent application with

claim for priority, it is not clear whether the date of

application refers to the priority date.

(4) Relations with acts of third parties:

The Japanese law deals with relations with third parties by

way of strict construction of the first-to-file principle and of

exceptions to lack of novelty of invention provided for in its

Article 30. Contrary to this ,the Commission Report seems to

recommend, as previously mentioned in 3.1, to leaveth<3 concept

of the first-to-invent system in the proposed..new system and

place emP.hasis on which party has completed an invention before

the other. Illustrations will follow.

{j,J Effect of prior application by third party:

an

invention but prior to filing of patent application of the

invention by A who requests for the benefit of grace period,

a third party, B, files a patent application with

id<3ntical claims on the same invention, approach seems to

vary between the Commission Report and Japanese law.

Under the Japanese law, the application by A will be

rejected on the ground of the application by B, because of

the first~to-file principle (the application by B will be

rejected on the ground of th<3 publication by A, also). As

B unlawfully claims the title to the invention by A, A will

be relieved of rej<3ction on the ground of the application by

B. It will not be the patent office but the court which

examines the case, however.

Under the Commission Report , on the other· hand , it

sounds like USPTO also examines which of A and B is the real
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of

party:

details

secondary publication by third

that, after publication of

inventor. Besides, the Report does not specifica.lly s t a t.e

that the application byB will be rejected. Asa result, we

fear the recommendation under the Commission Report would

eventually the same in subs t.ance as the first-to-invent

system.

(ii) Effect of

Assuming

desires benefit of grace period, a third party, B, publishes

the same invention as A's, approach will be different

between the Commission Report and the Japanese law.

Under the Japanese law, the application by A will be

rejected on the ground of publication by B, except where A

satisfactorily proves tha.t the publication by B is based. on

the publication by A, in which A will be relieved of

rejection on the ground of publication by B. Thus, a secure

patent right for the society will be registered.

Under the Commission Report, on the other. hand, the

application by A will be granted rather than rejected,

because the publication is presumed to be derived from the

publication by A. It will be rejected if it is

satisfactorily proven that the publication by B is

independent from the appLicat.Lon by A. The registered

patent right is uncertain in this regard.

It will not be until a suit, alleging infringement, is

instituted at a later date that the problem originating in

this "presumption"takes place. It is the defendant, who

has nothing to do with A or B, who has to prove independency

of B's publication from A's to challenge validity of, and

rebut, the presumed patent. It is expected to be extremely

difficult to successfully prove it. There is a danger that

the "presumption" contemplated in the Commission Report

would induce a, say, "first-to~publish" concept, in which

whoever publishes first will win.
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.3.6 Conclusion:

Recommendations of the Commission Report. are substantially

in line with the harmonization concept outlined in the WIPO

harmonization. Efforts toward developing detailed provisions

will have to be made. We are of the opinion that, in relation

to acts of third parties, the "presumption" and

"interference-like procedure" should be .eliminated and provisions

developed strictly on thE! Jirst-to-file basis must be adopted.

4. Prio~ User Rights:

The first-to-file system recommended in the Commission

Report is conditioned upon adoption of the provisional

application scheme, grace period and prior user rights.

In the following we will identify differences of the U.S.

prior user rights so recommended from those in the WIPO

harmonization and in Japanese patent Law. We will also discuss

outstanding differences in more detail.

4.1 Commission Report:

The Commission Report states that "under the .appropriate
,="". =".' .+._.

a patented invention to raise a defense to a claim of patent

infringement. To establish the prior user right, the prior user

must show that they have independently developed the invention

and began use or substantial preparation for use of that

invention prior to the filing of by the patent owner."

In other words, the prior user right is intended to serve

as defense against allegation of patent infringements from patent

owners. In order for such defense to be effectively exercisable,

"the prior user must show that they independently developed the

that invention prior to the filing by the patent owner."

As the result of successful·· demonstration of the above, any

prior user is authorized to continue reduction to practice to the

extent that he had reduced to practice its Own invention prior to

filing of the patent application by the patent owner.

We will further discuss requirements, scope and other
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details of the prior user right, in 4.4

,

Commission Report,

prior user right are

envisaged in such preparations."

Basic concept seems to have no significant differences from

that contained in the Commission Report or the Japanese patent

law, except that, because of its nature as draft treaty, the

definition of "good faith" is left to respective domestic or

territorial laws applicable.

In the same manner as under the

requirements, scope and other details of the

discussed further in 4.4.

4.2 TheWIPO Harmonization (Article 20):

Article 20 provides, "a patent shall havena effect

against any person '" who, in good faith, for the purposes of

his enterprise or business, before the filing date or, where

priority is claimed, the priority date of the application on

patent produces its effect, was using the invention or was making

effective and serious preparations for such use; any such person

shall have the right, for the purposes of his enterprise or

business, to continue such use or to use the invention as

4.3 Japanese Patent Law (Article 79):

Article 79 of the Japanese Patent Law provides, "Where, at

the time of filing of a patent application-- or at the time of

filing of t.he original application. or of submission of an

amendment when the patent application is deemed to have been

filed at the time of submission of the amendment in accordance

with Article 40* -- a person who has made an invention by himself

without knowledge of the contents of an invention claimed in the

patent application or has learned how to make the invention from

a person just referred to, has been commercially working the

invention in Japan or has been making preparations therefor, such

person shall have a non-exclusive license on the patent right

under the patent application. Such license shall be limited to

the invention which is being worked or for which preparations for

working are being made and to the purpose of such working or
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the preparations therefor."

In short, it is a license granted under certain conditions

to any person who has been reducing in good faith an invention

identical to one of the patent owner since before the patent

owner filed the application therefor.

In the same manner as under the Commission Report and the

WIPO harmonization, requirements, scope and other details of the

prior user right will be discussed in 4.4.

Note: The underlined portion is deleted in the draft

revision.

As shown above, the recommendation under the Commission

Report, the WIPO harmonization and Japanese Patent Law provisions

are different each other in wording employed, but all agree in

that they provide prior user rights to bona fide third parties.

4.4 Comparison of prior user rights between the U. S. Commission

Report, the WIPO harmonization and Japanese Patent Law:

(1) Requirements of prior user riqht:

(i) Time and place of activity protected:

prior to the earliest filing date of

application covering patented claims (the filing

date includes the earlier filing date in foreign

country under 35 U.S.C. Section 119).

[Comment] Japanese Patent Law says, "at the time of filing

of patent application," which is construed to

include a priority date, while the WIPO

harmonization states, "before the filing date or,

where priority is claimed, the priority date of

the application on which the patent is granted."

the same basis.

Place: Activity in the United States.

[Comment] Japanese patent law says, "in Japan," while the

WIPO harmonization says, "within the territory

where the patent produces its effect." All three

are on the same basis.
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(ii) Independent creative activities:

Bona fide activities not derivative from the patent

owner.

Activities developed independently by the prior user

right holder.

[Comment] Japanese law as well as the WIPO harmonization

requires "good faith," being substantially on the

(iii) Scope of Activities Protected:

Subject matter of patented invention and subject matter

of invention reduced to practice by the prior user

right holder must be the same.

[Comment] Japanese law says, "commercially working the

invention" which is "claimed in a patent

application or making preparations therefor,"

while the WIPO harmonization says, "using the

invention or was making . .. preparations for

such use." ,Both are on the same basis as

Commission Report.

Commercial use or substantial preparation toward such

use.

[Conunent] Japanese law says, "commercially working the

invention" which is "claimed in the patent

application" . .. or "preparations therefor,"

and the WIPO harmonization says, "using the

invention or was maki nq effective and serious

preparations for such use." Both are on the same

basis as Commission Report.

<Factors employed to determine "substantial preparation for use">

a) Proportion of preparation costs incurred to the total

costs for commercialization.

b) The amount of time required to complete the preparation

for commercial use, and the proportion of that time in

relation to the total time necessary to fully prepare

for the prior use.

c) Complexity of preparation for practicing the claimed

prior use.
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d) Diligence of the prior user in preparations for the

prior use.

[Comment] Requirements under the Japanese law are: (i)

intention to immediately reduce to practice,

( ii) demonstration of that intention in such

manner .and to such extent as may be objectively

recognized, and, as prerequisite for it, (iii)

completed invention, thus largely different from

the Commission Report. A decision at the

Japanese Supreme Court (Supreme Court 1986 (;t)

454) required, "intention to immediately reduce

to practice and establishment of that intention

in such manner and to such extent as may be

objectively recognized, even when such

preparations have not reached a commercially

workable phase." Another Supreme Court precedent

ruled (on October 13, 1977 (1974 ( / ) 107) that

an invention is. not complete until the phase in

which a person with skilled in the art is able to

make final drawings and manufacture the product.

a case represents "substantial preparation" as

is referred to in the Commission Report, the

Japanese Supreme Court has taken into

consideration circumstances of a certain

specified product, but otherwise there has been

no judicial precedent clearly establishing legal

requirements for "preparation toward

establishment of commercial use." Therefore,

"substantial preparation" may be differently

The WIPO harmonization, on the other hand,

requires "effective and serious preparations" as

a requirement. In that the term "serious

preparations" would be considered eqtliva.1Emt to

"the diligence in preparations," the WIPO

harmonization requirements are closer to the
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for substantially the

WIPO harmonization,

CommIssion Repdrt reqtilrements.

Burden of Proof:

The burden of establishing prior use by documentary and

other objective evidence is on the party asserting the

prior user right.

[Comment] The Japanese law provides

same thing. Under the

proof would be on the party claiming the prior

user right because of its nature.

Under the Japanese law, evidence sufficient

enough to objectively establish the prior user

right is required.

The WIPO harmonization is not specific in this

regard.

(2) Scope of prior user right:

It is necessary to continue the particular activity which

gives rise to the prior user right.

[Comment] Japanese prior user right also requires. that the

invention is reduced to practice or preparation for

such reduction is made at the time of filing of patent

application, but, differently from the Commission

Report, does not require after filing of patent

application that the invention is reduced to practice

or preparation therefor is made. Nevertheless, there

would not be substantial difference from the Commission

Report in that, at the time of defense for the prior

user right, an invention is normally reduced to

practice or preparation therefor made.

The WIPO harmonization has substantially the same basis

as the Commission Report.

Reasonable expansion in volume of the prior use.

[Comment] In Japan, as shown in a high court precedent (Tokyo

High Court, September 29, 1966, 1961 (;r,) 2881 case),

size of reduction to practice should not necessarily

be restricted to that at the time of filing of patent

application as long as it is within the scope of the
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authorized purpose of the business, and may be expanded

howsoever. The prior user right under the Commission

Report is made subject to a "reasonable" scope which

will be identified from future court precedents.

The WIPO harmonization is not specific in this regard.

No territorial restriction as long as the prior user's

activity is within the U.S.

[Comment] Prior user right under the Japanese law is

territorially restricted within Japan, while the WIPO

harmonization may be described as being restricted to

"within the territory where the patent produces its

effect. " Thus, both should substantially be on the

same basis as Commission Report.

In the case of processes, scope of prior user right is

restricted to a continuation of use of the same process.

[Comment] Continuous reduction to practice of processes involves

a question of how far the processes may be changed. It

will be eventually determined on the criterion of

(iii) Scope of activities protected, above. What

factors satisfy requirements for "continuous reduction

precedents. Neither Japanese patent law nor the WIPO

harmonization contains an express provision about

continuous reduction to practice of process

inventions.

In the case of products, improvements of them would be

permitted to the extent they do not fall within the scope

of other claims in the patent.

[Comment] The term, "to the extent [improvements] do not fall

within the scope of other claims in the patent," is

of keeping court proceedings from being involved in

useless disputes. Improvements may be.made in the case

of Japanese patent law as well as the WIPO

harmonization.

(3) Legal features:

(i) Personal nature of prior user right:
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4.5 Conclusion:

A review of the Commission Report, the WIPO harmonization

and Japanese Patent Law in the foregoing will indicate the

following three points as most significant issues:

(1) Criteria for construction of preparation, one of

the prior user right "may

only together with the

is worked." The WIPO

,

but

it

The prior user right is personal in nature and is not

transferable as a rule.

The prior user right may be transferred with that part

of the business.

[Comment] Under the Japanese law,

be transferr~d,

business in which

user may only be transferred for devolve together

with his enterprise or business, or with that

part of his business in which the use or

preparations for use have been made." Both are

substantially the same as the Commission Report.

(ii) Legal features of prior user right:

Equitable defense to charge of patent infringement.

A court has the authority to assess appropriate and

reasonable royalties in favor of the patentee, or to

expand the right to assure that justice is done.

[Comment ] The prior user right is a defense right under

both Japanese law and the WIPO harmonization.

The prior user right under Commission Report is

not .a mere legal defense right but serves as

equitable defense as well. Requirements of, and

scope of protection of, the prior user right need

to be construed with due consideration for the

spiri t of t.he equity law underlying the entire

U.S. patent law.

The foregoing is summarized in a statement entitled

"Comparison of Definitions, Requirements and Scope, and Legal

Features of Prior User Rights, between U.S. Commission Report,

Japanese Patent Law and theWIPO harmonization," as attached.
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requirements of prior user right.

(2) Scope of prior user right

(3) Legal features of prior user right

(1) Criteria for construction of preparation, one of

requirements for creation of prior user right:

Under the Japanese :E'atent Law, establishment of reduction to

practice prior to the. filing of application will suffice, with

substance of the establishment being (i) how to demonstrate the

"intention to imm",diate1y reduce to practice, and (ii)

demonstration of that intention in such manner and to such extent

as may be objectively recognized," as previously quoted in

connection with a court precedent. In the case of the Commission

Report, as seen from the four. factors of a) through d) employed

to detemine "substantial preparation for use," the key would be

how to. objectively prove the circumstances of facts in which

reduction to practice was conducted.

We are not certain how .close "the diligence of the prior

us.e.r in preparations for the prior use" is to a similar concept

in the U.S. interference and, if it is close, to what extent. If
~= r,~ l=ee~·l'·I,.<>, easy rnDl"n'\T<>

allegation of prior user right, appropriate

be carefully made so satisfy these

thefor proof and scope of

it lacks for stability.

satisfactorily. For

preparations must

r",quirements.

(2) Because effect of process patents as to production method

.has been expanded under the law revision of 1988, the scope of

prior user right will be construed more broadly. On the other

hand, risk of infringements would also exist.

(3) Differently from the Japanese patent law, the Commission

Report defines the prior user right as an equity defense to an

.. iD;fringement .• c .la.U1L, .•..g.lV:.L~lg ...reJOIn....f.o lr.•di sC:·JS(=t·.ien·, elff····COUI·tE;··,,·i~·S·.. t 0·········

the above-mentioned requirements

prior user right. In this sense,

As seen from the foregoing, corporations in the United

States are expected to face considerable difficulties in order

for them to tactfully make use of the prior user right. It would
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be more advisable for them to make their position more

advantageous by aggressive use of, say, the provisional

application, rather than try to defend themselves against patent

owners by a negative means such as this right.

It must also be added that the United States has entered the

so-called pro-patent era where patent owners are in an

advantageous position.
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(1)

Comparison of Definitions, Requlrernents, Scope, and Legal Features of Prior User Rights between

U.S. Commission RepO,H:, Japanese Patent Law and WIPO Harmonization

Ut'llllIllVII~

~
(0
co

Commission Report

Definitions HA personal right wh kh entitles a third party
dili gently making an earlier use or substantial
prepare tions therefor in respect ot e patented

I invention of others prior to the date of its
application filing, to raise a defense to a claim
of patent infringement, subject to certain
conditions.

Japanese Patent Law

A right of continuous reduction to practice
granted, subject to certain conditions, to any
person who has been reducing to practice in
good faith an invention with identical claims to
those of a patented invention of the patent
owner since before the date of its patent filing
(Article 79).

WIPO Harmonization

A patent shall have no effect against any
person who, in good faith. for the purposes of
his enterprise or business, before the filing
date or, where priority isclaimed, the priority
date of the application on which the patent is
granted, and within the territory where the
patent produces its effect, wasusingthe
invention or was making effective and serious
preparations for suchuse; any such person
shall have the right, for the purposes of his
enterprise or business. to continue such useor
to use the invention asenvisaged in such
preparations (Article ,20ofWIPO
harmonization).



.p.
(0
(0

Comparison of Definitions, Requirements, Scope, and Legal Features of Prior User

U.S. Commission Report, JapanesePatent Law and WIPO Harmonization

(2) Requirements of prior user right:

Commission Report Japanese Patent Law i WI PO Harmonization

Time Prior to the earliest filing date to which the Filing of a patent application. Before the filing date or, where priority is
relevant claim or claims of the patent isor are . claimedj the priority date of the application
entitled. The term', "filing date," jl}C~Ude5 on whic~the patent isgranted.
priority date. ....

Place Within U.S.A. Within,Japan
.

Within ~he_ territory where the patent
produces-its effect.

Indipendent Creation Activities which are diligent and not derivative Good faith Good faith
from the patent owner. "
Activities independently developed by the
prior user.

Extent of Priority Subject matter of patented invention must be Commercial reduction to practice of invention Useof the invention on which a patent has

Activity
the same as' subject matter of invention for which patent application is pending or been gr~nted or preparations for such use.
reduced to practice by prior user prior to its preparations therefor.
filing of application:.......'........' .............................................. ............................................................ ............................................................
Actual commercial use Commercial reduction to practice Use.......................,..........................,............ •• • ....................... u ................................ .............................................................
Substantial preparation toward commercial Preparations for commercial reduction to Effective and serious preparations for use
use., practice .



Comparison of Definitions, Requirements, Scope,and Legal Featuresof Prior User Rights between

U.S. Commission Report, JapanesePatent Law and WIPO Harmonization

(2) Requiren{ents of prior user right:

Commission Report Japanese Patent Law WIPO Harmonization

C)

B)

Effective and serious preparations for use.Intention to immediately reduce to practice;
establish merit of that intention in such
manner and to such extent asmaybe
objectlvelyrecoqnized; and, as pre requisite
for it, completed invention.

I

Proportion of costs lncurredby prior
user to total costs for
commerCialization.
Amount of time required torthe ,
prior -u'sC3" to compJetepreparatio:n
for commercial use after filin'g dafe,
andproportion of that tlme in rela:
tion to totel tlme necessarytc fullY':
prepare- for the' pttor use. '
COrnpl_exi~y O!preparetlon for
practicing claimed prior use.

D) -Diligence" of the prioruser in
preparations for prior use.

Factors employed to determine whether
substantial preparation for use has been
proven:

A)

01oo

........-.;.' ;' '..'.~ .- ····· ····..··········1·· ··..······.··· ·· ·· .
Burden of proof is on the prior user. Burden of proof is on the prior user. Not specific but the burden of proof is

considered to be on the prior user.
..... '• .-•• ; •• ;;'•••' .- .-••••J ' 1· •• • •• •• •• ••• •• .

Must beprovenwlth documentary andother
objective evidence. '

Evidence sufficient enough to objectively
establish the prior user right is required.

Not specified



(J1
o
~

',,-J

Comparison of Definitions, Requirements, Scope,and legal Features of Prior User between

U.S. Commission Report, Japanese Patent Law and WIPO Harmonization
(3) Scope

"
Commission Report Japanese Patent Law 1 W1POHarmonization

Scope of Right • It is necessary to continue the particular • The right is restricted to such extent of Ri9h~ to continue such use or to use the
activity which gives rise to the prior user scope of invention for which the reduction invention as envisaged in such preparations.
right. to practice or preparation therefor has

• Reasonable expansion in volume of the been conducted andof the author ized
prior use is available. I, purpose of the business.

• No territorial restriction as long as the • Size of commercial reduction to practice Not~rritorial restrictionwithin the territory
. prior user's activity iswithin the U.S. may be expanded as long as it iswithin where the patent produces its effect.

In the case of processes. scope of prior I the scope of the authorized purpose of
user right is restricted to a continuation the business.

. of use of an identified process. • No restriction on activities within Japan.

In the case of products. improvements of
';

them would be permitted to the extentthey ,
do not fall within the scope of other clalrns in ,
the patent. ...

,

(4) Legal features

Comparison of Definitions. Requirements, Scope,and L~gal Features of Prior User Rights between

U.S. Commission Report, JapanesePatent Law and WIPO Harmonization

.

Commission Report Japanese Patent Law ! WIPO Harmonization
. . .

Personal Nature of the Right • Not transferable because of personal Transferablewith the business Transferable only together with enterprise
nature. commercially .conducting reduction to pr business or with that part of enterprise

-, • Transferable with that part of the practice. or business in which the use or
business. preparations for use have been made.

Legalor Equitable Nature of the Right Def-ense right (an equity defense right) Defense right (a statutory defense right) Not specified.



5. Significance of first-to-file system:

Last but not least, we discuss the significance of the

first-to-file system for the society.

Where the patent system provides inventors with a monopoly

for a prescribed period, it is a reward to the inventors in

return for the benefits afforded to the people in the society.

Hence the benefits which the inventors are to receive should

balance with the benefits received by the people in the society

from their inventions.

The patent system is intended, from the social point of

view, to encourage inventions to be published and made available

rather than to be concealed, and to balance the benefits so that

the inventors should not be obliged with misfortune while the

general public is enjoying their happiness by making use of

invention.s.

In no event is it intended to provide inventors with

benefits at the sacrifice of the general public. Consensus in

our community lies in the spirit of "give-and-take." Something

"given" must balance with something "taken," although what is

meant by "balance" would vary according to what is emphasized and

Wp~ld any invention made by an inventor contribute by itself

to the community? Not Any invention, if merely conceived of,

would be of no use to the society. An invention will not

contribute to the society until it is made use of by the people.

Thus, the rewards to which the inventors are entitled should be

commensurate with the contribution they make to the society.

In order for the people to be able to make use of an

invention, it must be either reduced to practice by the inventor

or disclosed to people to enable them to reduce it to practice.

In case an identical invention is made

inventor it that contributes to the society? It is not

the inventor who merely conceived of the invention but the

inventor who furnishes the invention to the society before the

other. (It should not be neglected that the person who actually

reduces an invention to practice for the people in the society to

use likewise contributes to the society.)

502



It is the patent system that encourages inventions to be

furnished to the society for use and, at the same time, provides

those who so furnish inventions to the society with a monopoly.

Would it, therefore, not be reasonable to give a monopoly to a

person who has applied to the Patent Office for a patent, in a

successful manner before others, with the intention to make an

invention available to the society? It is indeed the

system.

Under the first-to-file system, in addition, it is

objectively determined, in the case of two or more competitive

applicants, who is entitled to a patent to the exclusion of the

others. It helps to secure equity in the society in a reasonable

and acceptable manner. For example, it is not the person who

intended to take a bus before others did but the person who

reached the bus stop before others, that has priority in riding

into a bus. This is the consensus in the society.

The U. s. Constitution states, "The Congress shall have

powers ... to promote the progress of science and useful arts,"

but does not go as far as to say, "a monopoly must be secured :Eor

any inventors." The U. s. patent law states, "Whoever invents or

discovers any new and useful process ... may obtain a patent

therefor, subject to conditions and requirements of this title,"

but does not go as far as to say, "a patent must be given to an

inventor," either. It will also be noted that the "inventor" is

not defined t.herein as the absolutely first discoverer, nor is

the invention ruled therein as the absolutely first idea, either.

Past arguments would seem to have been made on too simply

restricted premise in this regard.

Discussion on any social system as to whether it is good or

not should be made with regard to its real substance, and no

preference should be given to the protection of business chances

of those engaged indirectly in it. It must be borne in mind that

the patent system exists for those who invent and those who make

use of the inventions, and not for the lawyers.
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II. "Hilmer Rule"

1. Introduction

Under the current U..S.Patent Law, a patent application

claiming the priority of Paris Convention, on .condition that the

application would be granted, should be applicable as prior art

reference against others' junior application, as of U.S. filing

date, not as of the earliest foreign priority date.

This is well-known as the "Hilmer rule".

The above prior art references should be applicable for the

judgment on both novelty and obviousness in the U.S.

In the contrary thereto, the vqIPO harmonization requires

that the former application shall be .considered as prior art from

the priority date of a former application, subject to its

publication. Also, under the WIPO. harmonization, whether any

Contracting States may consider the whole contents of their

former application .to be prior art for the purpose of determining

the inventive step is left to its discretion.

The Advisory Commission Report was produced under the

background mentioned above.

2. The Advisory Commission Report

2.1 Contents

(1) In the case that U.S. adopts a first-to-file system:

If the U.S. adopts afirst-to-file system, U.S. patents and

published U.S. applications should be applicable as prior art for

novelty as of their priority. date, and for obvLouanes s as of

their U. S. filing date (including filing date of ..pr-ovf.s LoneI

application) .

Consequently, as far as novelty is concerned, the U. s .

... , ..,... I?.:':~:tC.,E!(C:,~o?,u~l~.d~ .. be same as
the European (Article 54( 3) ) practice, while for nOn-obviousness

,the present U.S. practice would remain as it is.

(2) In the case that the U. S. retains the present first-to

invent system:

If the U.S. would not change the present first-to-invent

system, the "Hilmer rule" should be maintained "as is". The U.S.
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S should only change the "Hilmer rule" in' the 'context of a global

harmonization package.

(3) In the case that the U.S. adopts a "publication of

application" system:

If the U.S. adopts a "publication of application" system,

whether or not the U.S. adopts a first-to-file system, and

whether or not the U.S. changes the "Hilmer rule II I the

should occur when the prior-filed U.S. application either issues

as a U.S. patent, or is published; The effective U.S. filing

date should be regarded as the standard date for prior art

purposes.

2.2 Discussion

(1) Little attention had been given to the "Hilmer rule" in the

U. S . for more than twenty years. Impetus for change in the

"Hilmer rule" developed during the negotiations on international

patent law harmonization.

(2) However, changing the ;'Hilmer rule" would a Ll.ow a foreign

originated U.S. applications to "knock out" more U.S. patent

applications than is presently the case.

F,or these reasons, the Commission supports changing the

"Hilmer rule" only in the context of a patent law harmonization

package.

(3) The reason why the effect of a U.S. patent or a published

U.S. application as prior art references is defined as above is

as follows:

If they are not cited for obviousness purposes as of its

U.S. filing date, the possibility that the inventions which are

only obvious technical variants over the prior art are granted

would increase.

On the contrary, if they would have to be considered for the

purpose of determining both "novelty-and-obviousness" as of

priority date, then the burden for searching prior art references

could increase.

Anyway, foreign applicants would be permitted to obtain a

prior art effect as of their earliest filing date for purposes of
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both novelty and obviousness by filing a u.S. provisional

application.

On the other hand, the whole contents of an application

shall be considered as prior art for the purpose of determining

the inventive step as of its publication date.

3.2 European Patent Convention:

The whole contents of European patent appliCation as filed

which was published shall be considered as prior art for the

purpose of determining the novelty as of the earliest filing date

3.

3.1

The Comparison with the Systems of Other Countries:

The WIPO.Harmonization:

This requires that countries consider a whole content of a

former application as prior art for the purpose of determining

the novelty of an invention in another application from the

filing date of the f ozmer application on condition that the

former application is published.

It also permits that any Contracting States may consider the

whole contents of the former application to be prior art as of

priority date for the.purpose of determining whether or not the

invention satisfies the requirement of inveritivestep (non

obviousness ).

3.3 ~apanese Patent Law:

The whole contents of Japanese Patent Application, when it

is published, shall be considered as· prior art for the purpose of

determining the novelty as of the earliest filing date (priority

date) .

On

shall be considered as prior art for the purpose of ... determining

the inventive. step as of its publication date.
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4, Comments:

4.1 The Report states that if the U.S. retains the present

first-to-invent system, the "Hilmer rule" should be maintained

"as is".

we think that this is improper and that the "Hilmer rule"

should be abandoned even when the U. S. retains the first-to

invent system. This is because a foreign applicant will not be

Besides, the "Hilmer rule" should be abolished, whether or

not the U. S ..will adopt the publication of application system.

4.2 Pursuant to the Report, if the u.S. adopts afirst-to-file

system, U.S. patents and published U.S. applications should be

applicable as. prior art for novelty as of their priority date,

and for obviousness as of their u. S. filing date (including

filing date of provisional application).

However, we strongly recommend that in such a case, they

should be considered as prior art for novelty as of their

prioritydate and for obviousness as of their publication date in

the light of the international harmonization.

4.3 Even .ifthe comments stated above are not acceptable, we

really think that it is improper that the standard date for

permitting U.S. patents to be prior art for obviousness might be

changed depending on whether the earliest application is filed in

the U.S. or in other countries.

Hence, in order to eliminate the discrimination between U.S.

applicants and foreign applicants, the earliest priority date

should be applied as the standard date for the purpose of

determining the novelty and the non-obviousness.
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The effect of a former patent application against a later application with respect to
Novelty and inventive step in U.S., Japan and Europe

,
Ll.S. (with "Hilmer rule" applied) Japan Europe

If a "flrst-to-flle" system is If publication of
present . adopted: .eppllcettons. but not "first-

'to file" system, is adopted:
( ..

. " . Invention described in Inventions described inu.s. patentsor in' published u.s. Inventions described in published patentlnventlons as prior

art patent granted in the
applications: applications. '

United States . .
Novelty ( Priorart will be determined Priorart will be determined Prior art will be Prior art will be determined asof the first

on the basis of effective "as of their earliest
determined asof u.s. filing

filing date of patent application (prioritydate (including filing'date
filing date of application in effective filing date of provisional application). date)

U.S. (priority date)."
(Article 29 Par. 1, (Article 54 and 60

Article, 29bi' and (2»

; 39).
. ..

Inventivesfep Prior aitwill be
.. .

Prior art will. be determined as.of the .

I determined asot.U.S. filing date of pubflcatlon
date (Iricludlnq filing date . ..
of provisional application) (Articles 29 Par2) (Article 56 except ..

. for Article 54 (3» .

•
.

• •

\
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III. Reexamination

1. Preface:

The United States has no system in effect for opposition to

examination of patent applications. However, there is a

reexamination procedure as a system under which the patent owner

and third parties can seek examination of a patent as to its

procedure is simple and not costly as compared with the

procedures for assertion of invalidityof patents in infringement

proceedings and with procedures of declaratory judgment. Also,

since the judgment of validity by the court is made on the basis

that the judgment at the PTa examination stage is proper, heavy

burden of proof is placed on the defendant (or the party

alleging invalidity of a patent). On the contrary, the

reexamination procedure is not subject to such presumption. For

this reason, as a system, the reexamination procedure could be

easier to invalidate patents and should be made use of more

frequency to avoid useless infringement trials. Nevertheless, it

is used in only about 300 cases arinually.

The reasons should be that the scope of evidence which may

be submitted before the reexamination is narrow, and that

participation of third party requesters in examination is

restricted as compared with that of patent owners, thus serving

a disadvantage to third party requesters.

We expect that the recommendations made in the Commission

Report with respect to the reexamination procedure will improve

the problems which have existed so far.

2. Current Reexamination:

(1) Period. and reguester for seeking reexamination:

The patent owner and any third party may request a

reexamination of patented claims.

The request for reexamination may be made at any time during

the 17-year patent term within which the patent right may be

asserted and six years thereafter.
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, dissatisfied

with results of the reexamination, are not entitled to appeal.

(2) How to request a reexamination:

A requester notifies PTa of a patent and pUbli"o1lions which

he believes to have a bearing on a patentability or the patented

claims, and sets forth in the request form the reL.llion between

the patented claims and prior arts.

The commission of the PTa determines, within three months

following the filing.of the completed request form, whether to

reexamine and issues a reexamination order.

(3) Procedure in request for reexamination:

An order for reexamination is served upon the patent

owner, who is entitled to submit statements and amendments with

respect to questions set forth in that order.

The order for reexamination, together with a copy of the

statements of the patent owner on it, is served upon the third

party requester for reexamination, who is entitled to submit a

counter-argument within two months from the date of service.

If the patent owner does not submit statements in response

to the order for reexamination, the third party requester is not

entitled to submit a courrt.ez-cazqumerrt, Therefore, patent owners

do

counter-arguments. In such a case, patent owners submit

statements for the first. time in the first office action ,but

third party requesters for reexamination are unable to submit a

counter-argument.

Thereafter, examination proceeds between the patent owner

and PTa in the same manner as under the normal examination

procedure, in which examination the third party requester for

reexainination is unable to participate. Nor is he unable to

participate in interview.

(4) Appeals of reexamination decisions:

3. COmmQssion Report:

Recommendations in the Commission Report was made in view of

lessening restrictions to third party requester in participating

in reexamination or those to availabilities of grounds for
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invalidation, which would be reasons that current reexamination

is not employed, and were designed, without providing the PTa

with much workload to expand an area where third party requester

can participate in reexamination. The recommendations contained

in the Commission Report are summarized in the following:

3.1 Recommendations:

include compliance with all aspects of 35 U.S.C. Section 112,

except for best mode" which "issues generally involve disputed

factual evidence not nomally considered by examiners," and

should not be a basis for invalidation of patents.

(ii) "The order for reexamination and the first Office action

should be consolidated and any third party requester should be

pemitted, within strict time deadline, to submit written

comnients on the patent owner's response to the first Office

action. "

(iii) "A third party requester should· have the right to

participate in any examiner interview initiated by the patent

owner or by the examiner. ... The third party should not be

pemitted to initiate interviews."

(iv) "A third party requester should have the right to submit

written comments at the close of prosecution of a patent under

reexamination." Depending on situation, "the examiner should be

pemitted to reopen prosecution ... "

(v) "A third party who requested and participated in a

reexamination should be pemitted to appeal any adverse decision

of the Examiner to the Board of Patent Appeals and Interferences

and to the Federal Circuit ... The third party's right to appeal

to the Federal Circuit should be conditioned upon filing of a.

written waiver by the third party of any right to assert, in any

forum, the invalidity of any claim determined to be patentable on

appeal on any ground ... "

(vi) "A reexamination should not be initiated or continued on

any patent claim held valid in an entered judgment, or its

equivalent, of a district court in an action in which the

requesting party or its privies raised or could have raised the
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same issues."

3.2 Other Considerations:

(i) "Several public corrunents sought to direct assignment of

reexamination to" an examiner or examiners "who did not issue

the patent. " These suggestions are based on rather

insufficient grounds, and "the impact on the USPTO's costs ...

is much greater than the limited benefit, if any, of such

procedures."

(ii) "Another public suggestion concerned permitting

reexamination only for a limited period after issuance of the

patent. " This involves problems. There is no schedule for

adopting this suggestion.

(iii) The suggestion that accused infringers in a court

proceeding be required to request reexamination was perceived by

many commentators. "Forcing a third party to use reexamination,

however, might overwhelm the USPTO. Moreover, it would

provide a built-in delay factor to most patent infringement

suits." It wili not be adopted.

Patent systems of Japan and EPO have opposition proceedings

as a means of refutation on patentability. Also, the WIPO

harmonization provides for opposition proceedings after a patent

issued. Neither the U.S. Patent Law nor the Corrunission Report

provides for opposition proceedings, however. For this reason,

the reexamination procedure will have to serve the role of the

opposition proceedings.

Under the opposition proceedings, each of the patent owner

and the opponent is entitled equally to submit their comments.
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of the first Office Action as well as before the close of the

reexamination procedure, to participate in any examiner

interviews, and to appeal any adverse decision, as the result of

which certain defective points which have been advantageous to

the patent applicant will be improved. Nevertheless, the

following problems still exist.

(i) None of "public use", "on sale" and use by others. are made

"

understand that the Commission Report has been developed subject

to a restriction that the procedure should not impose

unreasonable burdens on the USPTO. This matter remains to be

solved, nevertheless.

(ii) A third party requester is not permitted to initiate

interviews.

One of the purposes of an interview is to supplement

information which would not be fully explained in writing. This

would apply to explanation on comments of third party requesters

as well, and it is not equitable that the requests of jnterviews

are restricted to the patent owner. In addition, assuming that,

as recommended, a third party requester is entitled to

participate in an examiner interview initiated by the patent

owner, it is not· clear whether or not the interview is restricted

to issues in which the patent owner is involved.

(iii) A third party requester would be entitIed to submit

counter-arguments against comments of the patent owner in

response to the first Office Action and to submit written

comments only at the close of prosecution of a reexamination.

When compared with the opposition proceedings in which the

patent owner and the third party requester are given an

opportunity interchangeably to state comments in turn, the

opportunity for third party requesters to state their comments is

restricted, and thus, it is very likely to be resulted in favor

of the patent owner in the reexamination procedure.

(iv) The reexamination examiner is the same person as the

examiner who has issued the patent.

According to the Commission Report, based on statistical

data, there is no significant differences in results between the
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examiner who conducted the original patent and a different

examiner for reexamination. Nevertheless, it is not desirable in

formality. In the case of opposition proceedings of the Japanese

Patent Office, an examiner is supposed to be the same examiner

who permitted the patent application, which has the similar

problems with the u.s. patent reexamination system. On the other

hand, EPO has a different opposition system in which opposition

proceedings are examined by three examiners including the

original examiner who issued a patent. It may be said,

therefore, that the EPO system is better than the two others.

(v) "A third party's right to appeal to the Federal Circuit" is

"conditioned on with waiver of any right to later assertion for

invalidity of claims in patent litigation."

In Japan, each of an infringement case and a patent

invalidation case is separately tried, and a judgment for

validity of a patent will not be passed in an infringement case.

The system contemplated in the Commission Report, in which

invalidation of claims may not be asserted in an infringement

.................~~ c a s,e ' ,.is of no ference from the .JiiI'iillE!SE!· ..•...s;X~,1:::E!Il1I, ' _.k,~
and would have no substantial differences to be taken up from

the harmonization viewpoint. It is reasonable as a judicial

proceeding system that invalidity of claims is not allowed to be

asserted in an infringement case at a Federal district court,

after a validity judgment is passed by a Federal circuit which is

superior to the Federal district court.
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U1

Current reexamination system Reexamination system, as proposed Japanese opposition system :1 EPOopposition system
in Committee Report

i
1 Request may be As long as patent right is As long as patent right is Within 3 months of publication. Within 9 months from grant date of

made exercisable. exercisable. date. the mention of the grantof
European patent.

2 Groundsof Official gazette and other Official gazette and other Official gazette and other Official gazette and other
invalidation of publications publications; violations of Section publications; defective descriptlons publications; defective descriptions
patents 112 except "Best Mode." {violation of Article 36 Paragraphs 4 (violation of Article 83); public

and 5); public knowledge and known edge and public use.
public use.

3 Scope of • Grounds.in writing of request • Grounds in writing of request • Grounds in writing of • Comments on all answers and
participation of for reexamination for reexamination opposition amendments from patent
third party • Counterarguments in writing • Counterarguments in writing • Rebuttal in writing against the owner.
requesters may be submitted against any may be submitted against any answer, asneed arises, • May request examiner

comments submitted by patent comments submitted by patent • Request for examiner interview.
owner in response to owner in response to first' interview may be submitted.
reexamination order. Office Action.

• Written comments may be
submitted before the
examiner makes a.final
decision

• Examiner interview initiated
by the patent owner or the
examiner.

4 Scope of • Responseto all Office'Actions • Responseto all Office Actions Answer to grounds in writing' of Answers and amendments on all
participation of given by the examiner, given by the examiner. oppositions; amendments. comments from reexamination
patent owner • Initiation of and,participation • Initiation of and participation requesters.

in examiner irrter view. in examiner interview.

S Examiners Same as reqular examiner. Sameas regular examiner. Same as regular examiner. • Three examiners in consultation,
i including regular one.

6 l!third party NOT appeal. except with respect Appeal, subject to filing of a NOT appeal but is entitled to May appeal.
requester is to any publication which may be a written waiver of any right to request trial for invalidation
dissatisfied with new issue for which request for later assert the invalidity of any patent.
results, he can: reexamination may be submitted. claim determined to be patentable

on appeal.
••

7 If patent owner is Appeal (if dissatisfied with results ApPt:!al (ifdissatisfied with results NOT appeal (but may requesttrial May appeal.
dissatisfied with of the appeal. he can appeal to of the appeal, he can appeal to against the final rejection).
results, he can: Federal Circuit}. Federal Circuit}.
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I. Introduction

In Japan, the application laying-open system was provided in
accordance with the Amendment to Patent Law in 1970 in order to
cope with the drastic increase in number of applications and the delay
of examination therefor concomitant with development oftechnical
innovation.

As a result, the usefulness of the published literature as

in number of the applications and the technical development, which
had highly contributed to the Japanese economic development.

The "unexamined patent publication system" was first adopted
in the Netherlands, German, Australia and so on and was now spread
in almost all of developed countries including Japan. Under such
circumstances, in the United States where a large number of
applications are filed, it is highly desired to adopt the unexamined
patent publication system as well as a first-to-file system in order to
successfully attain the so-called harmonization.

On the other hand, basically, the application laying-open
system has no direct connection with a procedure for obtaining a right
and is a sort of compulsory publication. Namely, it is said that the
laying-open system is beneficial to a third party rather than the
applicant for a patent.

Accordingly, the United States, where protection of the benefit
of an applicant is regarded as important, would ask that assurance of
the sufficient protection for the applicant be insured.

The authors sent questionnaire to patent attorney firms in
foreign countries where the laying-open system is presently available
(not all of them) and obtained answers on the legal system and the
present status of practice thereof.

The results will hereinafter be reported.

II. Detailed Report

Many European countries adopt the laying-open system. The
seven countries that have strong relationship with Japan and a large
number of applications from Japan, i.e., UK, Germany, France,
Netherlands, Italy, Sweden and Switzerland were selected for this
report. Also, in addition to the European countries, four countries,
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i.e., Australia, Canada, China and Korea were selected in accordance
with the same standards.

In view of the results of reply from each country, the systems of
the respective countries are summarized in Tables 1-1 to 1-3. At the
same time, in comparison with this, the draft of the patent system
harmonization (WIPO) and the report from US Patent Advisory
Commission on Patent Reform are summarized in Table 2.

Based upon these results, the possible features of each country
on the provisional protection on the basis of the application laying
open system and the unexamined publication are described.

The time to lay an application open is omitted from the detailed
explanation in each country because the time is specified to eighteen
months after the filing data or priority date in any countries other
than US (according to the report from US Patent Advisory
Commission).

II-I. Japan (for reference)

The details of the Japanese system have already been reported
on the legal system and the present status of exercise in the PIPA 21st
Congress at Niigata by the Fourth Committee. Therefore, only
outline is shown here.

""-'-_.~"--"~'._.,-~--,-

The Japanese application laying-open system is provided under
Patent Law, Section 65bis and the right of provisional protection
based upon the unexamined publication (i.e., so-called compensation
demanding right) is stipulated under Patent Law, Section 65ter.

Incidentally, in Japan, a right based upon an examined
publication for opposition purpose is called as a provisional protection
right and a right based upon the unexamined publication for public
inspection is called as a compensation demanding right. However, in
this report, in relation with the other countries and draft of WIPO
harmonization, the right based upon the unexamined publication will

Accordingly, unless as otherwise described, the "provisional
protection right" will refer to a right ofprotection for an applicant
based on the unexamined publication.

In Japan, there are a few precedent cases in which the
compensation demanding right is admitted. The cases are shown
below. The numerals shown on the right side represent the rate..
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The amount ofthe compensation may be calculated by multiplying
the sales amount of the infringing articles by the said rate.

Showa 52 "WA" No. 8686
"Golf Bag Delivery Apparatus" Case 2.4%

Showa 54 "WA" No. 1666
. "Ice Ingot Cutting Apparatus" Case 3.0%

"Seaweed Liquid Concentration Adjusting
Apparatus" Case 3.5%

In the decisions, there are references that the payment of
compensation in a sum of money is equivalent to working of the
invention based upon the royalty in grant of license as the standards
for determining the royalty.

11-2. United Kingdom

The unexamined publication is provided under Section 16 of
Patent Law and the provisional protection right is provided under
Section 69 of Patent Law.

A warning letter is not one of the necessary conditions for
occurrence of right to demand compensation as a provisional
protection. However, since ones who are working the invention
should know the presence of the patent application, it may be
effective for ones who wish to exercise the compensation demanding :
right to send a warning letter.

Subject to the working of the invention by a third party, the
applicant for a patent may request an "early" examination and an
extra charge is not necessary therefore.

It is said that the amount of compensation depends upon the
technical field to which the invention pertains but is about 5% on
average. However, there would be a few legal precedent cases
referring the amount. There is a following legal precedent case that
calculation of damage is possible based upon the unexamined patent
publication under Section 16 of Patent Law.

Pall Corp. vs. Commercial hydraulics (SRIS C/90/89)
With respect to the time to exercise, the court proceedings may

only be brought after grant of the patent. Also, with respect to the
publication of the European patent application which designates
United Kingdom as a designated state, the compensation right is
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conferred as a provisional protection right in the same way.
However, in the case where that European application is published in
languages other than English in order to exercise the right, an
English translation of claims should be submitted to the British
Patent Office and the translation should be available to the public.

11-3. Germany

The unexamined publication is provided under Section 31,
Subsection (2), Section 2 and Section 32 of Patent Law and the
provisional protection right is provided under Section 33 of Patent
Law. A warning letter is not one of the conditions for occurrence of
right to demand compensation as a provisional protection.

Subject to the working of the invention by a third party, the
applicant of a patent can request an "early" examination and an extra
charge is not necessary therefor. With respect to the exercise of the
compensation right, it is possible to bring it to court not only after
grant of a patent but also after the unexamined publication of the
application. In the latter case, the exercise is limited only to the
invention which is not obvious but sufficiently patentable. It is also
said that the amount ofcompensation based upon the provisional
protection is equivalent to or less than the amount equivalent to the
grant of license.

A period during which the compensation right can be exercised
is limited within one year after the grant of a patent. A person who
wishes to exercise the provisional protection right should pay his or
her attention to the time limitation.

Also, with respect to the unexamined publication of the
European patent application which designates Germany as a
designated state, the compensation right is conferred as a provisional
protection right in the same way. However, in the case where that
European application is published in languages other than German, a
German

and the exercise the
translation is open to the public or otherwise the right is limited after
a warning letter to which the translation is attached is sent to ones
who are working the invention.
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II-4. France

In France, there is an application laying-open system but only a
list showing bibliographic of an application is automatically
published. A specification and the like may be inspected in
accordance with a request to the Patent Office.

The provisional protection right based on the publication of the

the claim for damage compensation is retroactively possible up to the
time of the publication; however, there is some limitation ofperiod.

In parallel, with respect to the publication of a European
application designating France, the compensation demanding right
as the provisional protection right is made available. In the case
where the European patent application is laid-open in languages
other than French, the occurrence of the right will be effective at the
time when a French translation of the claims is filed in French Patent
Office or the translation is sent to an infringer who works the
invention.

Also, the exercise of the damage compensation demand or the
compensation demanding right fromthe application publication to
the grant of patent in this caseis retroactively possible only up to
three years after the grant of patent.

II-5. Netherlands

The unexamined publication is provided under Section 22 of
Patent Law and the provisional protection right is provided under
Sections 43A, 43B and 44 of Patent Law. It is necessary to send a
notice to an infringer in the form of a warning letter as a condition for
occurrence of the compensation demanding right as a provisional
protectionright. Also, in the case where the claims are expanded by
an amendment after the unexamined publication, it is necessary to
again make a notice in the form of a warning letter.

The "early examination" system is available and no extra
charge is imposed.

The amount of compensation is equivalent to the grant of
license. It is said that the royalty is 5 to 10% on average.

With respect to the publication of the European patent
application which designates the Netherlands, in the same way, the
compensation demanding right will occur as a provisional protection
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right. However, it is necessary to communicate a Dutch translation
of claims to an infringer together with a warning letter after the
unexamined publication.

JI-6. Italy

The unexamined publication of an application is provided under
Section 4 of Patent Law and the provisional protection is provided
under Section 86 of Patent Law. It is unnecessary to send a warning
letter as a condition for occurrence of the compensation demanding
right as a provisional protection.

It is possible to exercise the compensation demanding right as
well as injunction before the grant of patent formally under the law
and the amount thereof may be determined by a court. However, it is
unknown how the case is actually decided.

There is the "early examination" system and any extra charge is
not imposed.

With respect to the publication of a European patent application
which designates Italy, the compensation demanding right will occur
after the Italian translation of the claim is made available to the
public.

11-7. Sweden

The unexamined publication is provided under Section 44 of
Patent Law and the provisional protection right is provided under
Sections 57 to 70 of Patent Law. In Sweden, the particulars such as
an applicant, an inventor, a filing date and a patent classificationwill
be automatically laid-open to the public one month after the filing
date. And an abstract, claims and main drawings are laid-open to
the public eighteen months after the filing date. However, full
specification and all drawings will be accessible in accordance with a
request.

publication but after the date. Also, it is unnecessary to send a
warning letter as a condition for occurrence of the compensation
demanding right as a provisional protection right. But if the
warning letter is sent to an infringer, and the infringing activity
being continued after the sending ofthe warning letter shall be
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deemed an intentional infringement. Accordingly, it is beneficial to
make a notice by sending the warning letter.

It is said that the amount of compensation is essentially the
same as a charge equivalent to the grant oflicense, i.e., 3 to 8%.
However, the damage compensation for the patentee may be added to
the amount and hence, there would be possibility that the amount
would be increased.

Sweden, the compensation demanding right will occur after the
publication of the application by filing a Swedish translation of the
claims to Swedish Patent Office.

11-8. Switzerland

In Switzerland, there is no publication system, but there is a
provision relating to the provisional protection right based on an
international patent application and an European patent application
under Sections 111 and 112 of Patent Law.

With respect to the European patent application designating
Switzerland, the compensation demanding right will occur as a
provisional protection right under the condition that translation of
the claims into the Swiss official languages (GermanlItalianlFrench)
except for the publication in German or French is publicly accessible
or a notice is send to an infringer together with the translation.

A period for compensation based upon the provisional protection
right for the publication of the European application is retroactive
only three years after the grant of the patent and only up to the
publication of the application (more exactly up to the time the
provisional protection right occurred).

This is the case also with respect to the international patent
application.

11·9. Australia

The unexamined publication is provided under Sections 54 and
55 of Patent Law and the provisional protection right is provided
under Sections 57,122 and 123 ofPatent Law. It is unnecessary to
send a warning letter to meet the condition for occurrence of the
compensation demanding right as the provisional protection right.
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The unexamined publication is provided under Section 34 of
Patent Law and the provisional protection is provided under Section
13 of Patent law.

·Incidentally, it is said that a marking of pending application on an
article or a brochure is effective in proving an intent of the infringer.

As to the legal interpretation of the compensation demanding
right is such that the right should be to ask recovery of damage given
by a kind ofinfringement or a profits gained by the infringer and
therefore the compensation demanding right has no direct relation
with a reasonable royalty.

The exercise of the compensation demanding right is possible
after the grant of the patent. In this case, it is said that the allowed
claims should be similar to the claims which were published. It is
unclear how the claims are similar because there are few precedent
cases.

The provisional protection right will occur for the international
publication based upon a PCT application.

II-IO. Canada

The unexamined publication is provided under Section 10 of
Patent Law and the provisional protection right is provided under
Section 55, Subsection (1), paragraph (b). It is unnecessary to send a
warning letter as a condition ofoccurrence of the compensation
demanding right as the provisional protection right.

Thee:x:erciseofthe cOmpensation demanding tight is possible
aftetthe grant of the patent. The amount of compensation is one
equivalent to the reasonable royalty in granting a license. However,
there is no actual precedent case.

There is a provision that, in the case where the laid-open
invention is worked by a third party during a publication period, the
early examination is possible by the applicant's request. In this case,
the extra fee is imposed in addition to the regular fee in a request for
examination.

The compensation demanding right occurs also in the case
where the international under PCT is in or

China11-11.
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It is necessary to send a notice to an infringer in the form of a
warning letter as the condition for occurrence of the compensation
demanding right as the provisional protection right.

Subject to the working of the invention of an application by a
third party, it is possible to request an early examination of the
application. The exercise of the compensation demanding right is
possible after the grant ofthe patent. In the case where the claims

new warning letter to the infringer.
China is now preparing to be affiliated with PCT.

II·12. Korea

The Korean system is similar to that of Japan as a whole. The
unexamined publication is provided under Section 64 of Patent Law
and the provisional protection right is provided under Section 65 of
Patent Law.

It is necessary to send a warning letter to an infringer as a
condition for occurrence of the compensation demanding right as a
provisional protection.

Subject to the working of the invention based on the application
by a third party, it is possible to request an early examination. In
this case, no extra fee is necessary.

Since an examined publication system for opposition purpose is
adopted as in Japan, the exercise of the compensation demanding
right is possible only after the examined publication. At this time, it
is possible to exercise injunction. In the case where the patent is not
granted through further examination such as opposition after the
examined publication, the applicant shall be liable to indemnify any
damage caused to the infringer by the exercise of the right.

It is unnecessary to make any notice to the infringer in the case
where the claims of the application is expanded or restricted.
However, the applicant is liable to return a part of the amount of
compensation corresponding to the scope which has been finally
excluded from the claims.

There would be some precedent cases in exercise of the
compensation demanding right.

With respect to an international application under PCT, in the
case where the international publication is made in foreign language,
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the provisional protection will not occur. However, in this case, the
provisional protection right will occur at the time of the national
publication oftranslated version of the international application.

III. Draft ofWIPO Harmonization and US Advisory
Commission Report

The draft of WIPO harmonization and US Advisory Commission
report will be described (see Table 2).

Section 15 of the draft of WIPO harmonization treaty provides
the publication of an application. Basically, the application will be
laid-open eighteen months after the filing date or priority date.
However, the reservation of right of the member nation is admitted so
that the application will be laid-open twenty-four months after the
filing date or priority date. Also, such a system is admitted that the
application may be laid-open before expiration of these period in
accordance with a request of the applicant.

A search report will be published with the publication of the
application or within six months after the publication.

The substantial examination will be started within three years
after the filing date or immediately after the request for examination
and will be completed in two years after the startofthe examination;

'"wm On theother-hand.dn-the-Ud AdvisoryCommissionreport,the
commission is of the opinion that an application should be laid-open
twenty-four months after the filing and also the early publication
system should be adopted.

According to the commission's opinion, the provisional
protection right based upon the publication of the application should
be insured, and to exercise the right it is necessary to send a warning
letter to an infringer.

The reason why the application should be laid-open twenty-four
months after the filing date is that half the number ofthe applications
are estimated to fall in the already issued category by that time.
:Also;itisbeheficia:ltotheapplicahtthat·a'fitstofficeactiOhisissued······ ..,
within twenty-four months, because the applicant can have a chance
to withdraw the application and make the application not to be
disclosed to the public.
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IV. Conclusion

In accordance with this study, the present status of the laying
open system of the application in each country is as follows:

i) In any country having unexamined publication system,
the application will be laid-open eighteen months from the
filing date or priority date.

country other than France.

iii) In many countries, the amount in money of the
compensation demanding right is one corresponding to the
reasonable royalty equivalent to the grant of license.
However,with respect to Italy and Australia, this
conclusion is not applicable.

iv) In United Kingdom, Germany, Italy, Sweden, Australia, .
Canada and so on, it is unnecessary to send a warning
letter to a potential infringer.

v) In many countries, it is impossible to exercise the injection
based upon the provisional protection right. Even in
countries where it is possible, the actual exercise of the
injunction is available only after the grant of the patent in
relation with actual practice of court action.

vi) Almost all the countries, the exercise ofthe compensation
demanding right based upon the provisional protection
right is possible at the time ofthe grant of the patent. As
an exceptional case, in Korea, the exercise of the
compensation is possible at the time of the examined
patent publication as in Japan.

vii) A prior use right is respectfully insured in any country.

viii) In many countries, with respect to an international!
European patent application through PCTIEPC routes, the
compensation demanding right as a provisional protection
right based upon the publication is admitted under some
conditions.
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ix) With respect to the legal precedent cases, it was impossible
to obtain effective information thereon but it is true that
few precedent cases exist in any country.

V. Comments

Inherently, the purport of the publication of an application must
be useful for the public due to the early publication of an invention.
The reason why, in almost all the countries, the application will be
laid-open eighteen months after the filing is that the application
should be laid-open as soon as possible after the expiration of the
priority period.

The US Advisory Commission report in which the application
should be laid-open twenty-four months after the filing date would
mean that the public usefulness is delayed by six months. This
would be unfavorable for attaining the so-called harmonization.
Thus, the time of publication should be harmonized with eighteen
months of the other countries.

It is also another matter to be considered that the draft ofWIPO
harmonization treaty requires the attachment of the search report to
the publication. This would impose a large burden on the present
examination system of the Japanese Patent Office.

As an exception,. a few 'precedent cases are known in Japan.
The reason why a relatively large number of disputes are

present in Japan would be that i) it takes a long time to complete the
examination from the publication of the application and ii) there is a
difference in evaluation of the invention laid-open to the public
between the applicant and a third party.

Thus, in near future, it will be required that the search report be
attached to the publication and the examination period up tothe
grant of the patent be shortened.
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Table 1-1(a)

COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nations! JAPAN UNITED KINGDOM GERMANY I FRANCE
Items

Unexamined Laying-Open System of Yes Yes Yes Yes

Publication Application

Statutory Provisions Section 65bis of Patent Law Section 16 ofPatent Law Section 31, Subsection <2). Section 17 of Patent Law
Paragraph 2 and Section 32
of Patent Law '

Time of Publication 18 months from priority date 18 months from priority date 18 months from priorltydate 18 months from priority date

Particulars of Publication:
H,

Applicant(s) 0 0 0 0
Inventor(s) 0 0 0 0
Application 0 0 0 0
Number/Application
Date
Publication 0 0 0 0
NumberlPubHcation
Date
Patent Classification 0 0 0 0
Request for 0
Examination
Claimts) 0 0 0 0
Abstract 0 0 0 0
Full Specification 0 0 0 0
Main Drawings
All Drawings 0 0 0 0 .

Search Report 0 {;

However. only a list of
bibliographic data is
published and copies of the
other documents can be
obtained on a request

Laying-Open TYpe:
Printed Publication 0 0 0 {;

Microfilm

•



01
V>o

Table l-l(b)
1 - !

COMPARISON OF EACH COUNTRY ON UNEXAMINED Pl

Nations! JAPAN; UNITED KINGDOM GERMANY FRANCE
Items ,

Outline of Average Examination 32 months from a start of About 50 months 9·36 months (from a request 24-36 months (non-

Examination
Period examination for examination) examination system)

Early Examination System Yes (including a preferential Yes Yes No
examination)

Condition for Early Working of inventionjby
, .

Working of invention by Working ofinventiori by
Examination another, and the like another, and the like another, and the like

\Extra Fee for Early No ; No No -
jExamination ;

Provisional lprovisional Protection Right Yes i Yes Yes No

Protection Right IStatutory Provision Section 65ter of Petent Law Section 69 of Patent Law Section 33 of Patent Law

!condition for Receiving Application being laid-open; Application being laid-open: Application being laid-open. -
iProvisional Protection and provided that, the infringer
t Sending a warning notice to knowing the presence of the

I an infringer or the infringer application and/or patent
knowing the fact of the (Section 62 of Patent Law).

I
publication (Section f.jStet of

. Patent Law) .

Necessary items to be Publication number, Claims A warning letter is not Unnecessary to send a
poticed in the form of a and the like. In addition, in necessary; however, it is warning letter
W"arning letter in the case writing, the inventionlis effective to send the warning
fhere the warning letter is described to such anextent letter to the infringer

.!J;ecessary that the skilled in the art can because it is necessary that
understand the invention and the infringer know the
the applicant/patentee has a presence of the, plan to exercise the patenUapplication.

i
compensation demanding
right . .

/:t.verage Compensation Equivalent to a royalty in About 5% depending upon a About 1 to 5% -
t.\mount for the provisional granting a license (about 3%) technical field
*rotection right

Gomparison with Regular Almost same Almost same Almost same or less -
R,oyalty . .
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Table l"l(e)

I:lA:;~U

Nations! JAPAN UNITED KINGDOM GERMANY \. FRANCE
Items

Period in which the exercise After examined publication After grant of a patent From the unexamined'
of the provisional (Section 65ter. Subsection 2) publication and within'one
protection right is possible year after the grant of!

patent (Patent Law Se4tion
33(3»

Possible Injunction based No injunction based upon the Injunction against No injunction is admitted -
upon the provisional provisional protection commercial use is admitted based upon the provisional
protection (compensation demanding but the actual injunction will protection.

right) be exercised after the grant
of patent (Section 61(1). .

Necessity to again send a Necessary to send another Unnecessary because it is Unnecessary because ips
warning letter in warning letter to an infringer unnecessary to sending a unnecessary to sending a
accordance with an in the case where the warning letter to an infringer warning letter to an infringer
a~endn1entafterthe working of the infringer
publication comes to infringement of

claims which have been
amended after the
publication (in accordance
with precedent)

Obligation to return the There is non-negligence No No
Icompensation based upon compensation liability

the provisional protection (Section 65ter) . .

Relationship between Prior The effects of the provisional The effects of the provisional The effects of the prov(sional
Use Right and Provisional protection right shall not protection right shall not protection right shall pot
Protection Right extend to the prior use right, extend to the prior use right., extend to the prior uae'rtght,

(Section 79 of Patent Law). (Section 64 of Patent Law). (Section 12 of Patent J.1!w). . ..
. ..

I



COMPARISON

Table l-l(d)

EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

(J1
co
I\)

Nations! JAPAN' UNITED KINGDOM GERMANY FRANCEItems ,
1Affiliation to PCTIEPC PCTmembe~ PCTIEPC member PCT/EPC member PCTJEPC member

[Relationship between With respect to a publication EPC: EPC: EPC:
jPCTIEPC Publication and of a peT application, ithe (Section 78 of Patent Law) In the case where an In the case where the
[Provisional Protection Right compensation demanding In the case where an application is laid-open in application is laid-open in

right will occur after the application is laid-open In languages other than languages other than French,
publication of the Japanese languages other than English, German, the application is it is necessary to file a French
translation (i.e., national the application is deemed to deemed to be published translation of claims of the
publication oftranslat.ed be published when an English when a German translation application to the French
version). ' translation of claims of the of claims of the application is Patent Office or otherwise
However, with respectto the application is submitted to submitted to the Patent when the translation is sent
international publication of the Patent Office and at the Office and at the same time to an infringer.
the Japanese patent: same time the translation the translation is available to rcr.
application, the should be available to the the public or otherwise when International publication or
compensation demanding public. the translation is sent to an national publication in
right will occur one year and PCT: (Section 79 of Patent infringer. French
six, months after the priority Law) PCT:
date (Section 184decies of . International publication or International publication or

j Patent Law). national publication in national publication inj .. . English German

;Other Items The compensation The provisional protection
demanding right as a" .right based upon the
provisional protection right publication of the EPCIPCT
based upon the publication application may be effective
of the application will be retroactively only within
extinguished in three.years three years after the grant of
from the examined the patent and the
publication and in-twenty retroactive effect is limited to
years after the' applicant the publication of the
knows.the infringing activity. application.

!



Table 1-2(a)

COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT ON THE PUBLICATION

Nations! NETHERLANDS ITALY SWEDEN i. SWITZERLAND
Items

Unexamined Laying-Open System of - Yes Yes I Yes I No

Publicatoin Application

Statutory Provisions Section 22C of Patent Law Section 40fPatent Law Section 44 of Patent Law .

Time of Publication 18 months from priority date 18 months from priority date 18 months from priority'date .

Particulars of Publication:
Applicant(s) 0 0 ·0
lnventorta) 0 0 ·0
Application 0 0 ·0 J-Number/Application
Date
Publication 0 0 t

CJ1
NumberlPublication

W Date
W Patent Classification 0 ·0

Request for
Examination
Claimts) 0 0 0
Abstract 0 0 0
Full Specification 0 0 c:
Main Drawings 0
All Drawings 0 0 f:" j
Search Report f:" 1

• indicates publication to one
month after filing date.!
/j.: indicates that it is pcssfble
to obtain a copy in accoi;~ance
with a request elthougts;'it is
not in the form of a printed
publication.

Laying-Open Type:
Printed Publication 0 0 0
Microfilm 0

.



Table 1-2(b)

COMPARISON'OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nt';:::'~s1 NETHERLANDS ITALY SWEDEN SWITZERLAND

Outline of "lAverage Examination No available information 36·49 months Within 40 months No examination system

Examination ~'f-p_e_ri_o_d-,- -+ -,-_------.f-------------+------------.f-------------j
!,Early_ExaminaticinSystem Yes Yes Yes -

~Condition for Early Not specified Not specified Not specified
iExamination

[Extra Fee for Early No No No -
jExamination

Provisional/Provisional Protection Right Yes Yes Yes No

Protection Right Statutory Provision Sections 43A, 438 and 44 of Section 86 of Patent Law Sections 57 0070 (Chapter 9) -
) Patent Law of Patent Law

;Conditionfor Receiving Application being laid-open; Application being laid-open There is no specific provision -
)Provisional Protection and at all.
1 sending a warning notice to

an infringer.

:~ecessaryitems to be Patent application publication no need to send a warning There is no specific provision. ~

noticed in the form of a number/publication dote; letter to an infirnger There is no need to send a
~arning Jetter in the case Patent application warning letter to an
",here the warning letter is number/application date; infringer; however. since the
pecessary Published specification; and infringing activity after the

Explanation in writing as to notice is deemed to be
which claims are infringed by intensional. it is effective to
the infringer~ send a warning letter.

,~ver8geCompensation 5·10% Determined by a court 3·8% •
1\mount for the provisional
protection right , '.,

pomparison with Regular Almost same Determined by a court Almost same but damage at .
~yalty early stage .Ia considered
I . ~_ffi

.

,
__-1-------1' ~

Ti .',iT'/T" ···.··/1"'1···*":, .// /'lil'~'W.y'\"·T,,··'···T" .
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Table 1-2(c)
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COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nations! NETHERLANDS ITALY SWEDEN i SWITZERLAND
Items

Period in which the exercise After the grant of the patent Possible by bringing a damage After the grant of the patent
of the provisional compensation action into a (It is possible to demand
protection right is possible court after the publication of compensation not only after

the application the publication of the '
application hut also after the
filing date.)

Possible Injunction based No injunction based upon the Possible (Section 81 (chapter Possible with respect to the -
upon the provisional provisional protection Blof patent Law) injunction against commercial
protection use (Section 59). '

Necessity to again send a It is necessary to send another Unnecessary because it is Unnecessary because it isnot
warning letter in warning letter to an infringer unnecessary to sending a required sending a warning
accordance with an in the case where the claims warning letter to an infringer letter to an infringer '
amendment after the are expanded after the
publication publication.

Obligation to return the No Unknown No i
compensation based upon
the provisional protection i
Relationship between Prior The effects of the provisional The effects of the provisional The effects of the provisional The prior use right is provided
Use Right and Provisional protection right shallnot protection right shall not protection right shall "not under Section 35 of Patent
Protection Right extend to the prior use right, extend to the prior use right, extend to the prior use right, Law.

(section 32 of Patent Law). (Section 6 of Patent Law). (Section4 [chapter Lj of
Patent Law).

i



c.nco
(J)

Table 1-2(d)

COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nations! NETHERLANDS ITALY SWEDEN SWITZERLAND
Items

MLliation to PCTIEPC PCTIEPC member PCTIEPC member PCTIEPC member PCTIEPC member

Relationship between EPC: The provisional protection will EPC: It is impossible to obtain the
PCTIEPC Publication and In order to enjoy the occur by the publication of In order to enjoy the right parauant to Article 64 of
Provisional Protection Right provisional protection based PCTIEPC applications and provisional protection right EPC by only the fact ofthe

upon the publication of the Italian translation becomes based upon the publication of publication. However, it is
EPC application, it is necessary available to the public. the EPC application, it is possible to obtain the tight
to send a Dutch translation of necessary to file a Swedish under the condition that the
claims to the infringer(Section translation of the claims to claim translation into official
43 subsection 83). Swedish Patent Office (Section languges is filed parsuent with

{ PCT: 88 of Patent Law) the provisions of Sections111
International or national PCT: and 112 of Patent Law so that
publication in Dutch It is necessary to file a Swedish the public can access the

translation of the full translation, or otherwise by

"
specification to Swedish the proceeding of the normal

, Patent Office. damage compensation action

:1
after the translation has been
sent to the infringer.

j
Incidentally, the peT
application is proceeded in
the same way.

Other Items The provisional protection

'\
right based upon the
publication of the application

, may be effective retroactively
only withih three years after

;f the grantor the patent andi the retroactive effect is
j limited to the publication of

the application.

.
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Table 1-3(a)

COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nations! AUSTRALIA CANADA CHINA i KOREAItems

Unexamined Laying-Open System. of Yes Yes Yes ! Yes

Publication
Application . !
Statutory Provisions Sections 54 and 55 of Patent Section 10 of Patent Law Section 34 of Patent Law Section 64 of Patent Law

Law

Time of Publication 18 months from priority date is months from-priority date 18 months from priorit~ date 18 -months from priority date

Particulars of Publication:

IApplicantta) ·0 0 0 0
Inventor(s) ·0 . 0 0 0
Application ·0 0 0 0
Nwnber/Application
Date
Publication ·0 0 0 0
Number/Publication
Date
Patent Classification 0 0 0 0
Request for 0 0
Examination
Claim(s) 0 0 0 0
Abstract 0 0 0 0
Full Specification 0 0 0 0
Main Drawings
All Drawings 0 0 0 0
Search Report . 0

• indicates publication Iimmediately after filing date.

Laying-Open Type:

I
Printed Publication 0 0 0
Microfilm 0 0

!



Table 1-3(b)

COMPARISONbF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

Nations! AUSTRALIA CANADA CHINA KOREAItems

Outline of ~verage Examination 2-3years Within three years from the About 30 months from the About 36 months

Examination
Period request for examination request for examination

~arlyExamination System Yes Yes No Yes

Condition for Early Not specified Not specified Working the invention by
$xamination another

~xtr8Fee for Early No Yes (C$100l No
Examination

Provisional Provlslonal Protection Right . Yes Yes Yes Yes

Protection Right Statutory Provision Sections 57,122 and 123 of Section 55, Subsection (1), Section 13 of Patent Law Section 65 of Patent Law
Patent Law Paragraph b of Patent Law

01 Gondition for Receiving Application being laid-open Application being laid-open Application being laid-open; Application being laid-open;co
OJ Provisional Protection and and

sending a warning letter to sending a warning letter to
an infringer an infringer

Necessary items to be No need to send a warning No need to send a warning Patentapplication publication Patent application publication
noticed in the form of a letter. However, in order to letter. number/publication date; number/publication date;
~8rningletter in the case prove the intent of the Patent application Patent application
where the warning letter is infringement, it is beneficial number/application date; and number/application date; and
necessary to mark the patent number to Published specification. Published specification.

the article. indicate iten a
brochure or send a warning
letter.

A'verage Compensation Not royalty but damage Unknown Unknown About 3%
APtountfor the provisional compensation or demanding .
protection right return ofgain through the

infringement

Cempertson with Regular Impossible to compare Almost same Seems almost same Almost same
R9yalty because the amount is not

based upon the royalty .



Table 1-3(c)

THE PUBLICATIONCOMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED
. ,

Nations! AUSTRALIA CANADA CHINA KOREA
Items

Period in which the exercise After the grant of the patent After the grant of the patent After the grant of the patent After the examined
of the provisional publication
protection right is possible

Possible Injunction based No injunction based upon the No injunction based upon the No injunction based upoe the No injunction based upon the
upon the provisional provisional protection provisional protection provisional protection provisional protection
protection

Necessity to again send a Unnecessary because it is Unnecessary because it is It is necessary to send an~ther It is unnecessary to send
warning letter in unnecessary to sending a unnecessary to sending a warning letter to an infringer another warning letter to an
accordance with an warning letter to an infringer warning letter to an infringer in either case where the claims infringer in either case where
amendment after the are broadened or restricted. the claims are broadened or
publication restricted.

Obligation to return the No No No

I
There is non-neglegence

compensation based upon compensation liability.
the provisional protection

Relationship between Prior The effects of the provisional The effects of the provisional The effects of the provisional The effects of the provisional
Use Right and Provisional protection right shall not protection right shall not protection right shall nO,l protection right shall not
Protection Right extend to the prior use right. extend to the prior art use, extend to the prior art use, extend to the prior art use,

(Section 56 of Patent Law). (Section 62 of'Patent.Law). (Section 103 of Patent Law).

Affiliation to PCTIEPC PCTmember PCTmember Will become peT member PCTmember
January 1, 1994

Relationship between The provisional protection The provisional protection will
, The provisional protection will

PCTIEPC Publication and will occur by the publication occur in the case where the occur at the time of the
Provisional Protection Right of a peT application (Section international application is publication of'a 1'CT

90 ofPatent Law) made in English or French. application (exactly at the
publication of the translation)
(Section 207 of Patent Law);

Other Items .

..
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COMPARISON

Table 2(a)

EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

(J1
~o

,
Items

, , Draft ofWIPOHarmonization U.S. Advisory Commission on Patent Law Reform, ,.
Unexamined Laying-Open System of Application Ves Ves

Statutory Provisions Section 15 (old Section 106) [III·AI

Time of Publication 18 months from priority date. However, 24 months 24 months from priority date Cordate of provisional
are admitted. An early publication is also provided. application)

.
Particulars of Publication: There is no-detailed definition of the particulars and A regular specification and claims. and ifpossible, 8

Applicant(s) documents to be.laid-open but all the information search report is open to the public.
Inventorts) would be basically laid-open. .
Application Number/ApplicationDate
Publication Number/Publication Date In the case where completion of a search report is An early publication system is available by the
Patent Classification not in time for the publication, the search report will payment of the special fee IIIlA·(iv»).
Request for Examination be laid-open as soon as possible (Section 16).
Claimfs)
Abstract
Full Specification
Main Drawings
AHDrawings
Search Report . .

Laying-Open Type:
Printed Publication There are no detailed definition but the printed Only the bibliographic data and the summary are
Microfilm publication is basically adopted, and will be finished published on a gazette. The fuJlspecificatiori may be

within two years after started. obtained on a copy request.

Outline of Examination" Average Examination Period The examination will be" started within three years A first office action will be issued within two years
after the filing date and will be finished within 2 after the filingdate (before publlcet.icn).
years after started (Section 16).

Early Examination System Yes (Section 16; subsection (2» Ves .

Condition for Early Examination Not specified Not specified

Extra Fee for Early Examination Yes. A fee maybe imposed. Yes (IHA·(iv))
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Table 2(b)

COMPARISON OF EACH COUNTRY ON UNEXAMINED PUBLICATION AND PROVISIONAL RIGHT BASEIl ON THE PUBLICATION
,

Items Draft ofWlPO Harmonization U.S. Advis~ry Commission on Patent Law Reform

Provisional Protection Right Provisional Protection Right Yes
:

Yes

Statutory Provisions Section 23, Subsection (2) (old Section 307)
, '

rIIIA·(iii)}

Condition for Receiving Provisional In the case where the person working the invention In the case where a notice in writing is communicated
Protection (i.e., an infringer) actually knows the invention laid to an infringe!' infringing the laid-open claims, it is

open or otherwise in the case where the infringer possible to demand a payment of the compensation
receives a warning letter identifying the application during a period from a notice date to the issuance of
number. the patent. '

Necessary items to be noticed in the form It is at least necessary to send a notice in writing in It seems necessary to send a notice in writing in which
of a warning letter in the case where the which the subject matter of the invention of the the number identifying the patent application is
warning letter is necessary pending application is worked by the infringer and described endthe infringer infringes the laid-open

the patent application number is shown. claims. j,

Average Compensation Amount for the There are two plans, i.e., plan A based upon the S~cifying8S the compensation
provisional protection right damage compensation and plan B based upon

reasonable compensation.

Comparison with Regular Royalty - i
Period in which the exercise of the There is a provision that it is allowed to provide that After the grant of the patent
provisional protection right is possible the exercise ofthe provisional protection is

prohibited until the grant of the patent.

Possible Injunction based upon the No injunction based upon the provisional protection No injunctiurrbased upon the provisional protection
provisional protection

Necessity to again send a warning letter in There is not a provision where a warning letter is ! No special provision
accordance with an amendment after the necessary. There is a provision that only in the case
publication where the infringing article may be covered by both

Ithe allowed claims and the published claims, it is
possible to exercise the provisional protection right.

Obligation to return the compensation No special provision
i

No special provision
based upon the provisional protection

Relationship between Prior Use Right and The effects of the provisional protection right shall The effects o~the provisional protection right shall
Provisional Protection Right not extend to the prior use right {Section 20). not extend tc'the prior use right.



Table 2(c)
1 i
j I .

COMPARISONPF EACH COUNTRY ON UNEXAMINE~ PUBLICATION AND PROVISIONAL RIGHT BASED ON THE PUBLICATION

01

it

Items

Affiliation to PCTIEPC

Relationship between PCTIEPC Publication

and ProvisionalProtection Right

Other Items

Draft. ofWIPO Harmonization U.S. Advisory Commission on Patent Law Reform

PCTrnember

It appears that the provisionanl protection right
would occur based upon the publication in English.

The patent office issues an office action before the
publication so that the applicant may have a chance
to selectively continue or withdraw the 'lppJication.
(In the case of the withdrawal, the application shall
not be laid open.)



NORTH AMERICAN

FREE TRADE AGREEMENT

INTELLECTUAL PROPERTY CHAPTER

INVESTMENT CHAPTER

DISPUTES SETTLEMENT CHAPTER

1993 CONGRESS - PACIFIC

INTELLECTUAL PROPERT·Y ASSOCIATION
,

CINCINNATI,. OHIO

OCTOBER 8,. 1993

WILLIAM T. ELLIS

COUNSEL

IBM CORPORATION

ARLINGTON,. VIRGINIA
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NORTH AMERICAN FREE TRADE

AGREEMENT (NAFTA)

•

•

•

NAFTA

US/CANADA/MEXICO

AGREEMENT TO OPEN MARKETS

PROJECTED TO BE COMPLETED

IN 19.92/93 TIMEFRAME

HAS SIGNIFICANCE FOR ALL °OF

LATIN AMERICA

10/08/93
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NAFTA - NEGOTIATING SECTORS

M\RKET ACCESS TRADE RuLES SERVICES

TARIFF &.NON-TARIFF SAFEGUARDS INTELLECTUAL

.-

RuLES OF ORIGIN SUBSIDIES FINANCIAL SERVICES

GovERNMENT Hl1'1ANHEALTli& INSURANCE
PROCUREMENT ENvIRONMENT

AGRICULTURE INDUSTRIAL & LAND TRANSPORTATION
TECHNICAL STANDARDS

AUTOOBILES TELECCM'1JNlCATIONS

PETROCHEMICALS IN'.'ESTEMENT

TEXTILES DISPUTES
SETTLEMENT

NAFTA 10/08/93
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NAFTA -- COPYRIGHT

GENERAL PROVISIONS

• B ERNE: EACH PARTY SHALL GIVE EFFECT TO THE

SUBSTANTIVE PROVISIONS OF THE BERNE CONVENTION.

ARTICLE 1701(2).

• BUT THE NAFTA AGREEMENT CONFERS NO RIGHTS AND

IMPOSES NO OBLIGATIONS ON THE U.S. WITH RESPECT TO

BERNE ARTICLE 6BIS MORAL RIGHTS (RIGHTS OF

INTEGRITY/ATTRIBUTION). ARTICLE 1701(3) AND

ANNEX 1701.3(2).

• NATIONAL TREATMENT: FULL NATIONAL

TREATMENT IS TO BE ACCORDED TO THE PROTECTION AND

ENFORCEMENT OF ALL INTELLECTUAL PROPERTY RIGHTS, EXCEPT

THAT RECIPROCITY PRINCIPLES MAY BE USED FOR THE RIGHTS OF

PERFORMERS IN THE SECONDARY USES (BROADCASTING) OF SOUND

RECORDINGS. ARTICLE 1703(1) AND DEFINITION OF INTELLECTUAL

PROPERTY OF ARTICLE 1721.

• LIMITA TIONS / EXCEPTIONS TO RIGHTS MUST

BE CONFINED TO CERTAIN SPECIAL CASES THAT DO NOT CONFLICT

WITH A NORMAL EXPLOITATION OF THE WORK OR UNREASONABLY

PREJUDICE THE RIGHTHOLDER. ARTICLE 1705(5).

•

•

. TREATY OF ROME PERMITS RECIPROCITY RE PERFORMER'S

RIGHTS (AFFECTS DISTRIBUTION TO PERFORMERS OF

PROCEEDS FROM LEVIES)

PERFORMER'S RIGHTS IN SOUND RECORDINGS IS NOT

CURRENTLY PROVIDED IN U.S. LAW

• CANADIAN CULTURAL EXEMPTION:

THE NAFTA IP CHAPTER DOES NOT APPLY IN CANADA TO BOOKS,

MAGAZINES, NEWSPAPERS, FILM RECORDINGS, AUDIO-RECORDINGS,

PRINTED MUSIC, ALL RADIO, TV AND CABLE BROADCASTING

UNDERTAKINGS, AND SATELLITE PROGRAMMING AND ALL BROADCAST

NETWORK SERVICES. ANNEX 2106 AND ARTICLE 2107.

NAFTA

546
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NAFTA -- COPYRIGHT

GENERAL PROVISIONS

• NO FORlVIALITIES: NATIONAL TREATMENT MUST BE

ACCORDED AND NO FORMALITIES OR CONDITIONS MAY BE IMPOSED IN

ORDER TO ACQUIRE RIGHTS IN RESPECT OF COPYRIGHT AND RELATED

RIGHTS. ARTICLE 1703(2).

BROADLY COVER ANY NEW EXPRESSIVE SUBJECT MATTER,

RIGHTS OR BENEFICIARIES

• TERM OF PROTECTION: A 50-YEAR MINIMUM.

ARTICLE 1705(4).

• RIGHTS: ARTICLE 1705(2).

• THE RIGHTS ENUMERATED IN THE BERNE CONVENTION

(REPRODUCTION /TRANSLATION / ADAPTATIONS/ARRANGEM

ENTS)

• THE RIGHT TO AUTHORIZE OR PROHIBIT IMPORTATION

INTO THE PARTY'S TERRITORY OF PIRATICAL COPIES

• RIGHT OF FIRST PUBLIC DISTRIBUTION OF THE ORIGINAL

AND EACH COPY OF THE WORK BY SALE, RENTAL OR

OTHERWISE

• THE RIGHT TO AUTHORIZE OR PROHIBIT COMMUNICATION

OF THE WORK TO THE PUBLIC

• THE RIGHT TO AUTHORIZE OR PROHIBIT THE COMMERCIAL

RENTAL OF THE ORIGINAL OR A COPY OF A COMPUTER

PROGRAM

• IMPORTATION: THERE IS NO RIGHT GRANTED TO

CONTROL THE IMPORTATION OF AUTHORIZED COPIES OF A WORK
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ROYALTY COLLECTIONS ANI>

TRANSFER

• ROYALTIES: INTANGIBLE PROPERTY IS SUBJECT TO THE

NAFTA INVESTMENT CHAPTER. ARTICLE 1101 AND DEFINITION OF

"INVESTMENT" IN ARTICLE 1138.

NAFTA

• ROYALTY PAYMENTS ARE INCLUDED AMONG THE

INTERNATIONAL TRANSFERS THAT PARTIES MUST PERMIT

TO BE MADE "FREELY AND WITHOUT DELAY."

ARTICLE 1109(1).

HOWEVER, THE INVESTMENT CHAPTER DOES NOT APPLY TO

THE CULTURAL INDUSTRIES (MOTION PICTURES, TV,

VIDEO, MUSIC, BOOK, NEWSPAPER, MAGAZINE, RADIO,

CABLE, AND SATELLITE INDUSTRIES) IN CANADA.

ANNEX 2106 AND ARTICLE 2107.
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T:R.AN'SFE.::ROF :RIGHTs

• TRANSFER: UNDER ARTICLE 1705(3). EACH PARTY SHALL

PROVIDE THAT FOR COPYRIGHT AND RELATED RIGHTS:

"(A) ANY PERSON ACQUIRING OR HOLDING ECONOMIC RIGHTS

MAY FREELY AND SEPARATELY TRANSFER SUCH RIGHTS

BY CONTRACT FOR PURPOSES OF THEIR EXPLOITATION

AND ENJOYMENT BY THE TRANSFEREE; AND

"(B) ANY PERSON ACQUIRING OR HOLDING SUCH ECONOMIC

RIGHTS BY VIRTUE OF A CONTRACT INCLUDING

CONTRACTS OF EMPLOYMENT UNDERLYING THE CREAT,ION

OF WORKS AND SOUND RECORDINGS, SHALL BE ABLE TO

EXERCISE THOSE RIGHTS IN ITS OWN NAME AND ENJOY

FULLY THE BENEFITS DERIVED FROM THOSE RIGHTS" •

PARTICULARLY PERTINENT TO RIGHT TO COLLECT

SHARE OF VIDEO/AUDIO LEVIES

NO RESTRICTION ON CONTRACTUAL TRANSFERS

DOES NOT APPLY TO CANADA WITH RESPECT TO THE

"CULTURAL INDUSTRIES". ARTICLE 2107 AND

ANNEX 2106.

•

•

•
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TRANSFER OF RIGHTS.

• LITERARY WORK: "ALL TYPES OF COMPUTER

PROGRAMS ARE LITERARY WORKS WITHIN THE MEANING OF THE BERNE

CONVENTION AND EACH PARTY SHALL PROTECT THEM AS SUCH".

ARTICLE 1705(1)(a).

• COMPILATIONS: "COMPILATIONS OF DATA OR OTHER

MATERIAL, WHETHER INMACHINE READABLE OR OTHER FORM, WHICH

BY REASON OF THE SELECTION OR ARRANGEMENT OF THEIR

CONTENTS CONSTITUTE INTELLECTUAL CREATIONS, SHALL BE

PROTECTED AS SUCH." ARTICLE 1705(1)(b).

• RENTAL: A COMMERCIAL RENTAL RIGHT IS GRANTED FOR THE

ORIGINAL OR A COPY OF A COMPUTER PROGRAM.

ARTICLE 1705(2)(d).

• IN MEXICO/CANADA THE RENTAL .RIGHT NEED NOT BE

APPLIED TO. COPIES PURCHASED PRIOR TO THE DATE OF

THIS AGREEMENT. ARTICLE 1720(5).

• THE RENTAL RIGHT DOES NOT APPLY WHERE THE

"COMPUTER PROGRAM IS NOT ITSELF AN ESSENTIAL

OBJECT OF THE RENTAL." (AUTO RENTAL)

• THE AUTHORIZED SALE OF A COPY OF A COMPUTER

PROGRAM DOES NOT EXHAUST THE RENTAL RIGHT

• IMPORTATION: THERE IS NO RIGHT GRANTED TO STOP

GREY MARKET IMPORTATION. ARTICLE 1705(2).

• MANUALS: IT IS UNCLEAR WHETHER THE CANADIAN

CULTURAL EXEMPTION WOULD REMOVE COMPUTER PROGRAM MANUALS

AND DOCUMENTATION FROM THE NAFTA PROTECTIONS IN CANADA.

ANNEX 2106.
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SOUND ... RECORDINGS··

• RIGHTS GRANTED: ARTICLE 1706(1).

• IMPORTATION INTO THE PARTY'S TERRITORY OF

PIRATICAL COPIES;

• FIRST PUBLIC DISTRIBUTION OF THE ORIGINAL AND EACH

COPY BY SALE, RENTAL OR OTHERWISE;

• COMMERCIAL RENTAL (SALE OF A COpy DOES NOT

EXHAUST THE RENTAL RIGHT)

• MINIMUM TERM: 50-YEARS FROM FIXATION.

ARTICLE 1706(2).

• LEVIES: PRODUCERS/AUTHORS OF SOUND RECORDINGS, BUT

NOT PERFORMERS, WILL BE ENTITLED TO THEIR FAIR SHARE OF AUDIO

LEVIES BASED ON THE NATIONAL TREATMENT REQUIREMENT OF

ARTICLE 1703.

• CULTURAL EXEMPTION: THE NAFTA PROVISION

DO NOT APPLY TO SOUND RECORDINGS IN CANADA DUE TO THE

CULTURAL EXEMPTION. ANNEX 2106 AND ARTICLE 2107.
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SATELLITE SIGNALS

• ARTICLE 1707: PROTECTION OF "ENCRYPTED PROGRAM

CARRYING SATELLITE SIGNALS (TERM DEFINED IN ARTICLE 1721).

"WITHIN ONE YEAR FROM THE DATE OF ENTRY INTO FORCE OF

THIS AGREEMENT, EACH PARTY SHALL:

• MAKE IT A CRIMINAL OFFENSE TO MANUFACTURE, IMPORT,

SELL, LEASE OR OTHERWISE MAKE AVAILABLE A DEVICE OR

SYSTEM THAT IS PRIMARILY OF ASSISTANCE IN DECODING

AN ENCRYPTED PROGRAM-CARRYING SATELLITE SIGNAL

WITHOUT THE AUTHORIZATION OF THE LAWFUL

DISTRIBUTER OF SUCH SIGNAL; AND

• MAKE IT A CIVIL OFFENSE TO RECEIVE, IN

WITH COMMERCIAL ACTIVITIES, OR FURTHER

AN ENCRYPTED PROGRAM-CARRYING SATELLITE ::5lliN,!\.L

THAT HAS BEEN DECODED WITHOUT THE

OF THE LAWFUL DISTRIBUTOR OF THE SIGNAL OR TO

ENGAGE IN ANY ACTIVITY PROHIBITED UNDER

SUBPARAGRAPH (a)."

• SATELLITE BROADCAST IS THE PRINCIPAL VEHICLE FOR THE

TRANSMISSION OF TV PROGRAMMING TO CABLE/HOTELS/APARTMENT

BUILDINGS

• CULTURAL EXEMPTION: CANADA IS EXEMPTED

FROM THIS PROVISION UNDER THE CULTURAL EXEMPTION OF

ANNEX 2106 AND ARTICLE 2107.
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IMPROVEMENTS OVER GATT/TRIPs

(DUNKEL)

• NATIONAL TREATMENT: A STRONGER

NATIONAL TREATMENT OBLIGATION. THE DUNKEL TEXT PERMITS

MAJOR DEROGATIONS FROM NATIONAL TREATMENT FOR NEIGHBORING

EXPRESSION (MOVIES, RECORDS).

• SOUND RECORDINGS: MORE EFFECTIVE

PROTECTION FOR SOUND RECORDINGS INCLUDING AN EXCLUSIVE

RENTAL RIGHT. THE DUNKEL TEXT INCLUDES A GRANDFATHER

CLAUSE PERMITTING THE RENTAL RIGHT TO REMAIN NON-EXCLUSIVE

IN CERTAIN CIRCUMSTANCES.

• CONTRACTUAL TRANSFERS: EXPLICIT

RECOGNITION OF CONTRACTUAL TRANSFERS FOR COPYRIGHTED

WORKS.

• SATELLITE: EXPLICIT PROTECTION OF ENCRYPTED

PROGRAM-CARRYING SATELLITE SIGNALS.

• TRANSITION: IMMEDIATE ENTRY INTO FORCE OF THE IP

PROVISIONS IN CONTRAST TO THE LONG TRANSITIONS IN THE DUNKEL

TEXT.

• DEFINITION OF PUBLIC: AN ACCEPTABLE

DEFINITION OF "PUBLIC" FOR PURPOSES OF RESTRICTING

UNAUTHORIZED COMMUNICATION OF WORKS (MOTION PICTURES,

MUSIC) OUTSIDE THE FAMILY CIRCLE.

• SOUND RECOR.DING EXCLUSIONS:

EXCEPTIONS TO EXCLUSIVE RIGHTS FOR SOUND RECORDINGS ARE

RESTRICTED BY LANGUAGE SIMILAR '1'0 BERNE 9.2. DUNKEL

INCORPORATES THE BROAD EXCLUSIONS (PARTICULARLY FOR

PRIVATE COPYING) OF THE ROME CONVENTION FOR SOUND

RECORDINGS.
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LAYOUT DESIGNS OF SEMICONDUCTOR

INTEGRATED CIRCUITS

• ~ASHINGTON TREATY: ARTICLES 2-7,12, AND

16(3), BUT NOT ARTICLE 6(3) OF THE TREATY ON INTELLECTUAL

PROPERTY IN RESPECT OF INTEGRATED CIRCUITS (OPENED FOR

SIGNATURE IN MAY, 1989) ARE INCORPORATED INTO THIS CHAPTER.

ARTICLE 1710(1).

• THESE ARTICLES PROVIDE THE BASIC REPRODUCTION

RIGHTS FOR MASK WORKS.

• NAFTA RIGHTS: IT IS UNLAWFUL TO IMPORT, SELL, OR

OTHERWISE DISTRIBUTE FOR COMMERCIAL PURPOSES.

• A PROTECTED LAYOUT DESIGN.

• .AN INTEGRATED CIRCUIT INCORPORATING THE LAYOUT

DESIGN.

• AN ARTICLE INCORPORATING SUCH AN INTEGRATED
-----'-'--------GI-RGUl'I'~AR_TlCLE1710( 2) ;

• INNOCENT INFRINGER: INNOCENT

IMPORTATION, SALE, OR DISTRIBUTION IS NOT UNLAWFUL, BUT THE

INNOCENT INFRINGER IS LIABLE TO PAY A REASONABLE ROYALTY FOR

THE STOCK ON HAND, AFTER NOTICE IS GIVEN. ARTICLE 1710(3) AND

.ill..:.

• COMPULSORY LICENSE: NO COMPULSORY

LICENSING IS PERMITTED FOR LAYOUT DESIGNS. ARTICLE 1710(5).

• T E RiiM"i~: MH~fM'UMiO;;YE:I\R'rER:MC)FPRO'rEC:TJ()N ..

ARTICLE 1710(6)(7).

• MEXICO: MEXICO MAY DELAY IMPLEMENTATION OF THE

LAYOUT DESIGN PROVISIONS FOR 4 YEARS. ARTICLE 1710(9) AND

ANNEX 1710.9.
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NAFTA -- TRADE SECRETS

"EACH PARTY SHALL PROVIDE THE

LEGAL MEANS FOR ANY PERSON TO PREVENT TRADE SECRETS FROM

BEING DISCLOSED TO, ACQUIRED BY, OR USED BY OTHERS WITHOUT

THE CONSENT OF THE PERSON LAWFULLY IN CONTROL OF THE

INF6RMAT16N···IN· p,·Mp,NNERCONTRARYTOHONEST····COMMERCIAL ....

PRACTICES, IN SO FAR AS:"

• THE INFORMATION IS SECRET

• HAs ACTUAL OR POTENTIAL COMMERCIAL VALUE

• REASONABLE STEPS UNDER THE CIRCUMSTANCES HAVE

BEEN TAKEN TO KEEP IT SECRET. ARTICLE 1711(1).

• "IN A MANNER CONTRARY TO

HONEST COMMERCIAL PRACTICES"

IS DEFINED TO INCLVDE:

"AT LEAST PRACTICES SUCH AS BREACH OF CONTRACT,

BREACH OF CONFIDENCE AND INDUCEMENT TO BREACH, AND

INCLUDES THE ACQUISITION OF UNDISCLOSED INFORMATION BY

OTHER PERSONS WHO KNEW, OR WERE GROSSLY NEGLIGENT IN

FAILING TO KNOW, THAT SUCH PRACTICES WERE INVOLVED IN

THE ACQUISITION." ARTICLE 1721.

• CONTINUED USE: THERE IS NO PROTECTION AGAINST

CONTINUED USE OR FURTHER DISSEMINATION BY A THIRD PARTY WHO

OBTAINED THE TRADE SECRET IN GOOD FAITH, AFTER IT IS

ESTABLISHED THAT PRACTICES CONTRARY TO HONEST COMMERCIAL

PRACTICES WERE USED IN ITS INITIAL ACQUISITION AND THE THIRD

PARTY IS PUT ON NOTICE.

)

• TANGIBLE FORM: A PARTY MAY REQUIRE THAT THE

TRADE SECRET MUST BE IN A TANGIBLE FORM (DOCUMENTS,

ELECTRONIC MEANS, MICROFILM, ETC.) TO QUALIFY FOR

PROTECTION. ARTICLE 1711 (2).
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• GROSS NEGLIGENCE: THE STANDARD TO HOLD A

THIRD PARTY CULPABLE IS "GROSS NEGLIGENCE."

• THE U.S. ADVOCATED A SIMPLE "NEGLIGENCE" STANDARD

USED IN MOST DEVELOPED COUNTRIES.

• DURATION OF PROTECTION: NO PARTY

MAY LIMIT THE DURATION OF PROTECTION SO LONG AS THE

INFORMATION MEETS THE CRITERIA OF ARTICLE 1711(1).

ARTICLE 1711 (3).

• LICENSING: NO PARTY MAY DISCOURAGE OR IMPEDE THE

VOLUNTARY LICENSING OF TRADE SECRETS BY IMPOSING EXCESSIVE

OR DISCRIMINATORY CONDITIONS ON SUCH LICENSES.

ARTICLE 1711(4).

• TE.ST DATA: UNDISCLOSED TEST OR OTHER DATA

SUBMITTED TO A GOVERNMENT TO OBTAIN APPROVAL TO MARKET

PHARMACEUTICAL OR AGRICULTURAL CHEMICAL PRODUCTS THAT

UTILIZE NEW CHEMICAL ENTITIES MUST BE PROTECTED AGAINST

DISCLOSURE. ARTICLE 1711(5).

• :ME-'TO-REGISTRATION: NO PERSON, EXCEPT

THE SUBMITTER, MAY RELY ON SUCH TEST DATA TO OBTAIN

MARKETING APPROVAL FOR A REASONABLE PERIOD OF NORMALLY NOT

LESS THEN 5-YEARS FROM THE DATE ON WHICH THE PARTY GRANTED

MARKETING APPROVAL TO THE ORIGINAL SUBMITTER.

ARTICLE 1711(6).

NAFTA

•

•

ONLYAPPLIES TO PHARMACEUTICAL OR AGRICULTURAL

CHEMICAL PRODUCTS USING NEW CHEMICAL ENTITIES

CONSIDERABLE EFFORT AND EXPENSE IS REQUIRED

WHETHER THE CHEMICAL ENTITY IS NEW OR OLD.
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• FIELD OF TECHNOLOGY: PATENTS SHALL BE

AVAILABLE IN ALL FIELDS OF TECHNOLOGY WITHOUT

DISCRIMINATION. ARTICLE 1709(1) & (7).

• ACCORDINGLY, COMPUTER PROGRAM-RELATED

INVENTIONS SHOULD BE PATENTABLE IN MEXICO AND

• EXCLUSIVE RIGHTS:

• TO PREVENT OTHERS FROM MAKING, USING, OR SELLING

THE PATENTED PRODUCT.

• TO PREVENT OTHERS FROM USING A PATENTED PROCESS

OR FROM USING, SELLING, OR IMPORTING A PRODUCT

OBTAINED DIRECTLY BY THE PATENTED PROCESS.

ARTICLE 1709(5).

• WORKING REQUIREMENTS: A WORKING

REQUIREMENT MAY BE IMPOSED ON A PATENT, BUT THE REQUIREMENT

MAY BE SATISFIED BY IMPORTS SUFFICIENT TO SATISFY THE LOCAL

MARKET.

• THERE MAY BE NO DISCRIMINATION BASED ON WHETHER

OR NOT A PRODUCT IS IMPORTED. ARTICLE 1709(7).

EXCEPTIONS TO EXCLUSIVE

RIGHTS: EXCEPTIONS ARE PERMITTED IF THEY (1) DO NOT

UNREASONABLY CONFLICT WITH NORMAL EXPLOITATION OF THE

PATENT RIGHTS AND (2) DO NOT UNREASONABLY PREJUDICE THE

LEGITIMATE INTERESTS OF THE PATENT OWNER. ARTICLE 1709 (6) .
;,,"

•

NAFTA

•

•

WHILE ALL PATENT LAWS HAVE EXCEPTIONS, THEY ARE

GENERALLY NARROWLY CIRCUMSCRIBED AND LIMITED.

IDENTICAL LANGUAGE IN THE DUNKEL TEXT OF

GATT/TRIPs.

10/08/93

557



NAFTA -- PATENTS

• THIS LANGUAGE IS OVER-BROAD, AND COULD BE USED TO

NEGATE THE EXCLUSIVE PATENT RIGHT .

• COM:PULSOR.Y LICENSES: PERMITTED, BUT

WITH DETAILED CONDITIONS IMPOSED ON THE GRANT.

ARTICLE 1709(10).

• CONDITIONS INCLUDE (1) NON-EXCLUSIVITY, (2) NON

ASSIGNABILITY, (3) PREDOMINATELY FOR THE SUPPLY OF

THE DOMESTIC MARKET, (4) ADEQUATE REMUNERATION

MUST BE PAID, AND (5) SUBJECT TO JUDICIAL REVIEW.

• DEPENDENT PATENT LICENSING IS EXPRESSLY

PROHIBITED.

• ALMOST IDENTICAL LANGUAGE IS USED IN THE DUNKEL

TEXT OF THE GATT/TRIPs WITH THE EXCEPTION OF THE

DEPENDENT PATENT LICENSING PROVISION.

• 35 USC 104: SECTION 104 PROHIBITING EVIDENCE OF

INVENTION ACTIVITY OUTSIDE THE U. S. IN INTERFERENCES MUST BE

MODIFIED TO PERMIT THE SUBMISSION OF INVENTION ACTIVITY

EVIDENCE FROM MEXICO AND CANADA. ARTICLE 1709(7).

NAFTA

•

•

THE DUNKEL TEXT OF GATT/TRIPs HAS A SIMILAR

PROVISION COVERING ALL GATT COUNTRIES

ADMISSIBILITY SHOULD BE DEPENDENT ON THE EXISTENCE

OF RULES REQUIRING ADEQUATE DISCOVERY IN

CANADA/MEXICO ("WITHOUT DISCRIMINATION"

LANGUAGE).
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• 131 PRACTICE: ARTICLE 1709(7) MAY REQUIRE A CHANGE

IN 131 PRACTICE TO PERMIT MEXICAN AND CANADIAN INVENTORS TO

SWEAR BEHIND A REFERENCE BASED ON FACTS SHOWING A

COMPLETION OF THE INVENTION IN MEXICO OR CANADA BEFORE THE

REFERENCE DATE. 37 CFR 1.131 CURRENTLY IS LIMITED TO SHOWING A

• REVERSAL OF B DRDEN OF PROOF:

THERE IS A REVERSAL OF THE BURDEN OF PROOF FOR PROCESS

PATENTS IN PRESCRIBED CIRCUMSTANCES. ARTICLE 1709(11).

• PARALLEL IMPORTS: THE NAFTA IS SILENT ON

FIRST SALE EXHAUSTION OF RIGHTS.

• NAFTA DOES NOT OVERRIDE THE TERRITORIALITY OF U.S.

PATENTS.

• NO NAFTA-WIDE EXHAUSTION.

• TERM: 17-YEARS FROM ISSUE OR 20-YEARS FROM FILING. ARTI

CLE 709(12).

• REVOCATION: A PATENT MAY BE REVOKED ONLY WHERE

GROUNDS EXIST THAT WOULD.HAVE JUSTIFIED A REFUSAL TO GRANT,

OR A COMPULSORY LICENSE HAS NOT REMEDIED A LACK OF

EXPLOITATION. ARTICLE 1709(8).
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• CIVIL ENFORCEMENT: CIVIL PROCEDURES RE

ENFORCEMENT OF INTELLECTUAL PROPERTY MUST BE AVAILABLE.

ARTICLE 1715(1).

• DISCOVERY: A COURT MUST BE ABLE TO ORDER AN

OPPOSING PARTY TO PRODUCE EVIDENCE SPECIFIED BY THE OTHER

PARTY, SUBJECT TO SAFEGUARDS. ARTICLE 1715(2)(a).

• REMEDIES: PERMANENT INJUNCTION/BORDER

CONTROLS/DAMAGES SHALL BE AVAILABLE. ARTICLE 1715(2)(c) AND

i2l.:-

• A PARTY MAY IMPOSE A LIMITATION ON STOPPING

DELIVERY OF INFRINGING GOODS "ACQUIRED OR ORDERED

BY A PERSON BEFORE THAT PERSON KNEW OR HAD

REASONABLE GROUNDS TO KNOW THAT DEALING IN THAT

SUBJECT MATTER WOULD ENTAIL INFRINGEMENT ... "

ARTICLE 1715(3).

• ABUSE OF PROCEDURE: COMPENSATION MUST

BE AVAILABLE FOR ABUSE OF ENFORCEMENT PROCEDURES.

ARTICLE 1715(2)(f).

• PROFITS: AT LEAST FOR COPYRIGHTED WORKS AND SOUND

RECORDINGS, A COUNTRY MAY AUTHORIZE THE RECOVERY OF

PROFITS OR PRE-ESTABLISHED DAMAGES. ARTICLE 1715(4).

• DISPOSAL: INFRINGING GOODS SHALL BE DISPOSED OF

OUTSIDE THE CHANNELS OF COMMERCE. ARTICLE 1715(5).

• GOVERNMENT INFRINGEMENT: REMEDIES

FOR GOVERNMENT INTELLECTUAL PROPERTY INFRINGEMENT MAY BE

LIMITED TO MONETARY DAMAGES. ARTICLE 1715(7).
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• PRELIMINARY ENFORCEMENT:

PRELIMINARY INJUNCTIONS AND PRELIMINARY BORDER ENFORCEMENT

SHALL BE AVAILABLE. ARTICLE 1716(1).

• AN IRREPARABLE HARM STANDARD MAY BE IMPOSED.

• A SECURITY BOND MAY BE REQUIRED. ARTICLE 1716(2).

• PROVISIONAL MEASURES MUST BE MADE AVAILABLE ON AN

EX PARTE BASIS. ARTICLE 1716(4).

• EX PARTE ORDERS ARE SUBJECT TO JUDICIAL REVIEW.

ARTICLE 1716(5).

• DEFENDANT MAY BE ENTITLED TO COMPENSATION FOR

IMPROPERLY INVOKED PROVISIONAL MEASURES.

ARTICLE 1716(7).

• A PROCEEDING ON THE MERITS TO REVIEW PROVISIONAL

MEASURES MUST BE INITIATED WITHIN A REASONABLE

PERIOD, OR THE MEASURE WILL BE REVOKED.

ARTICLE 1716( 6) .

• CRIMINAL PENALTIES: PENALTIES FOR

COPYRIGHT/TRADEMARK SHALL BE AVAILABLE AT LEAST IN CASES OF

WILLFUL TRADEMARK COUNTERFEITING OR COPYRIGHT PIRACY ON A

COMMERCIAL SCALE. PENALTIES SHALL INCLUDE

IMPRISONMENT, OR

SEIZURE OF INFRINGING GOODS IN APPROPRIATE CASES.

ARTICLE 1717(1) AND (2).

MONETARY FINES, OR BOTH, SUFFICIENT TO DETER

•

•

•
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• CRIM:INAL PENALTIES FOR

PATENTS AND OTHER

INTELLECTUAL PROPERTY: A COUNTRY

MAY PROVIDE CRIMINAL PENALTIES FOR THE INFRINGEMENT OF

PATENT OR OTHER IP RIGHTS, "WHERE THEY ARE COMMITTED

WILLFULLY AND ON A COMMERCIAL SCALE." ARTICLE 1717(3).

• SPECIAL EX PARTE BORDER

M:EASURES:

• A COUNTRY SHALL PROVIDE FOR THE SUSPENSION OF THE

RELEASE OF GOODS BY CUSTOMS AUTHORITIES FOR

SUSPECTED COUNTERFEIT TRADEMARK GOODS OR PIRATED

COPYRIGHT GOODS, ON AN EX PARTE BASIS.

ARTICLE 1718(1).

• A COUNTRY MAY PERMIT AN EX PARTE BORDER

ENFORCEMENT RIGHT FOR GOODS SUSPECTED OF

INFRINGING PATENT OR OTHER IP RIGHTS.

• THIS OPTIONAL RIGHT FOR PATENTS, TRADE SECRETS,

AND OTHER IP WAS OPPOSED BY THE U.S. DUE TO THE

COMPLEXITY OF THE ISSUES INVOLVED.

• THIS OPTIONAL RIGHT IS ALSO PROVIDED IN THE DUNKEL

TEXT OF GATT/TRIPs.

• REGARDING SPECIAL EX PARTE BORDER MEASURES FOR

CRETS/INDUSTRIAL DESIGNS, WHERE PROVISIONAL MEA

SURES HAVE NOT BEEN GRANTED WITHIN 10 WORKING DAYS

FOR SUSPENDED GOODS, THE GOODS MAY BE RELEASED

UPON THE POSTING OF A SECURITY. ARTICLE 1718(4).
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• STANDARD FOR ENTITLEMENT TO

SPECIAL BORDER. MEASURES

RELIEF:

• EVIDENCE OF A PRIMA FACIE CASE OF INFRINGEMENT.

• RELEASE FROM SPECIAL MEASURES:

GOODS SHALL BE RELEASED FROM SPECIAL BORDER MEASURES

SUSPENSION IF PLAINTIFF DOES NOT INITIATE PROCEEDING OR

PROVISIONAL MEASURES ARE NOT GRANTED WITHIN 10 WORKING DAYS.

ARTICLE 1718(6).

• WRONGFUL DETENTION: THERE SHALL BE

COMPENSATION FOR WRONGFUL DETENTION OF GOODS.

ARTICLE 1718(9).

• INSPECTION: THERE SHALL BE A RIGHT OF INSPECTION

OF THE DETAINED GOODS BY BOTH THE RIGHTHOLDER AND THE

IMPORTER. ARTICLE 1718(10).

• MEXICO: MEXICO MAY DELAY IMPLEMENTATION OF THE

SPECIAL BORDER MEASURES ARTICLE FOR THREE YEARS.

ARTICLE 1718(14) AND ANNEX 1718.14.
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• THE CHAPTER APPLIES TO INVESTMENTS AND

INVESTORS OF ANOTHER NAFTA PARTY (COUNTRY).

ARTICLE 1101(1).

• INVESTMENTS IS DEFINED TO INCLUDE

"PROPERTY (TANGIBLE OR INTANGIBLE) ACQUIRED IN THE

EXPECTATION OR USED FOR THE PURPOSE OF ECONOMIC

BENEFIT OR OTHER BUSINESS PURPOSES." ARTICLE 1138.

• NATIONAL TREATMENT/MOST

FAVORED NATION STATUS: EACH COUNTRY

SHALL ACCORD TO INVESTORS OR INVESTMENTS OF INVESTORS OF

ANOTHER NAFTA PARTY, TREATMENT NO LESS FAVORABLE THAN

THAT IT ACCORDS, IN LIKE CIRCUMSTANCES, TO ITS OWN INVESTORS

(NATIONAL TREATMENT) OR INVESTORS OF ANOTHER PARTY OR NON

PARTY (MOST FAVORED NATION STATUS), WHICHEVER IS BETTER,

WITH RESPECT TO THE ESTABLISHMENT ,ACQUISITION, EXPANSION,

MANAGEMENT, CONDUCT OPERATION AND SALE OR OTHER

DISPOSITION OF. INVESTMENTS. ARTICLES 1102/1103.

• EQUITY MINIMUM: NO REQUIREMENT MAYBE IMPOSED

THAT A MINIMUM LEVEL OF EQUITY IN AN ENTERPRISE BE HELD BY

THAT COUNTRY'S NATIONALS. ARTICLE 1102(4).

• EXPORT LEVEL: NO REQUIREMENT MAY BE IMPOSED TO

EXPORT A GIVEN PERCENTAGE OR LEVEL OF GOODS OR SERVICES.

ARTICLE 1106(1)(a).

IMPOSED TO ACHIEVE A GIVEN LEVEL OR PERCENTAGE OF DOMESTIC

CONTENT. ARTICLE 1106(l)(b) AND (3)(b).
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• IM:PORTS TO EXPORTS: NO REQUIREMENT MAY

BE IMPOSED THAT RELATES IN ANY WAY THE VOLUME OR VALUE OF

IMPORTS TO THE VOLUME OR VALUE OF EXPORTS.

ARTICLE 1106(1)(d) AND (3)(e).

SER.VICES: NO REQUIREMENT MAY BE IMPOSED.

ARTICLE 1106(1)(e).

• SALES TO EXPORTS: NO REQUIREMENT MAY BE

IMPOSED THAT RESTRICTS THE SALES OF GOODS OR SERVICES IN A

COUNTRY BY RELATING SUCH SALES IN ANY WAY TO THE VOLUME OR

VALUE OF EXPORTS .. ARTICLE 1106(1)(e) AND (3)(d).

• TECHNOLOGY TRANSFER: NO REQUIREMENT

MAY BE IMPOSED "TO TRANSFER TECHNOLOGY, A PRODUCTION

PROCESS OR OTHER PROPRIETARY KNOWLEDGE TO A PERSON IN ITS

TERRITORY," UNLESS THEIR IS A VIOLATION OF THE COMPETITION

LAWS. ARTICLE 1106(1)(F).

• PERM:ITTED CONDITIONS: A COUNTRY MAY

CONDITION RECEIPT OR CONTINUED RECEIPT OF AN ADVANTAGE, IN

CONNECTION WITH INVESTMENTS IN ITS TERRITORY OF INVESTORS OF

A PARTY OR OF A NON-PARTY, ON COMPLIANCE WITH A REQUIREMENT:

• TO LOCATE PRODUCTION FACILITIES,

• PROVIDE A SERVICE,

• TRAIN OR EMPLOY WORKERS,

• CONSTRUCT OR EXPAND PARTICULAR FACILITIES, OR

• CARRY OUT R&D IN ITS TERRITORY. ARTICLE 1106(5).

• SENIOR M:ANAGEM:ENT: SENIOR MANAGEMENT

FOR AN INVESTMENT SHALL NOT BE RESTRICTED TO ANY PARTICULAR

NATIONALITY. ARTICLE 1107(1).

NAFTA
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NAFTA -.- INVESTMENT CHAPTER

• PERFORMANCE REQUIREMENTS NOT

PROHIBITED:

• GOVERNMENT PROCUREMENT: DOMESTIC

CONTENT AND TECHNOLOGY TRANSFER REQUIREMENTS MAY BE

IMPOSED FOR GOVERNMENT PROCUREMENTS. ARTICLE 1108(9)(b).

• PREFERENTIAL TARIFFS/QUOTAS:

QUALIFICATIONS FOR PREFERENTIAL TARIFF TREATMENT MAY

INCLUDE DOMESTIC CONTENT OR PURCHASE REQUIREMENTS.

ARTICLE 1108(9)(c).

A GOVERNMENT RIGHT TO IMPOSE OTHER REQUIREMENTS

ON THE TERMS OF A LICENSING AGREEMENT;

A REQUIREMENT TO PROVIDE A SPECIFIC NUMBER OR TYPE

OF JOBS;

•

•

• RESEARCH & DEVELOPMENT

FACILITIES ON THE TERRITORY OF THE PARTY;

• ROYALTY TRANSFERS: "EACH PARTY SHALL

PERMIT ALL TRANSFERS AND INTERNATIONAL PAYMENTS

('TRANSFERS') RELATING TO AN INVESTMENT OF AN INVESTOR OF

ANOTHER PARTY IN THE TERRITORY OF THE PARTY TO BE MADE

• A GOVERNMENT RIGHT TO ESTABLISH A MAXIMUM PRICE

DIFFERENTIAL ON COMPARABLE PRODUCTS AMONG THE

COUNTRIES.

"(a) PROFITS, DIVIDENDS, INTEREST, CAPITAL GAINS,

ROYALTY PAYMENTS, MANAGEMENT FEES, TECHNICAL

ASSISTANCE AND OTHER FEES, RETURNS IN KIND, AND

OTHER AMOUNTS DERIVED FROM THE INVESTMENT ..• "

ARTICLE 1109(1).

NAFTA 10/08/93

566



NAFTA --.INVESTMENT CHAPTER

• ROYALTY CURRENCY: ROYALTY TRANSFERS

SHALL BE PERMITTED IN FREELY USABLE CURRENCY AT THE MARKET

RATE WITH RESPECT TO SPOT TRANSACTIONS IN THE CURRENCY.

ARTICLE 1109(2).

• NATIONALIZATION /EXPROPRIA

TION OF ASSETS: IS ONLY PERMITTED IF:

• FOR A PUBLIC PURPOSE;

• ON A NON-DISCRIMINATORY BASIS;

• SUBJECT TO DUE PROCESS OF LAW;

• UPON PAYMENT OF-COMPENSATION. ARTICLE 1110.

• BINDING INTERNATIONAL

ARBITRATION FOR DISPUTES: IN A

SIGNIFICANT BREAK WITH LONG-STANDING MEXICAN VIEWS,

INVESTORS MAY NOW CHOOSE TO HAVE DISPUTES SETTLED BY

IMPARTIAL INTERNATIONAL ARBITRATION (CHOICE OF ICSID OR

UNCITRAL RULES) AND THUS BYPASS NATIONAL COURTS.

ARTICLE 1120.

NAFTA
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NAFTA -- OTHER ISSUES

• RULES OF ORIGIN - FLAT PANEL: THE

COMPUTER IS GIVEN THE SAME ORIGIN AS THE MOTHERBOARD FOR

TARIFF PREFERENCE PURPOSES.

• AVOIDS IMPOSITION OF EXTERNAL TARIFFS ON EXPORTS

OF COMPUTERS WITH FOREIGN FLAT PANELS TO ANOTHER

NAFTA COUNTRY.

• FLAT/PANEL COMPANIES ADVOCATED THAT ANY 2 OF THE

MOTHERBOARD/INTERNAL DISK DRIVES/FLAT PANEL MUST

COME FROM THE NAFTA REGION TO QUALIFY FOR THE

NAFTA PREFERENCE.

• THIS WOULD HAVE IMPACTED OUR FOREIGN SOURCING OF

FLAT PANELS AND DISK DRIVES.

• THE VALUE CONTENT ;RULE (50%) IS DROPPED IMMEDIATELY

-- VERY HARD TO TRACK CONTENT.

• CUSTOMS UNION: IN 2004 NAFTA WILL GO TO A

CUSTOMS UNION SO THAT ONCE A PRODUCT IS INSIDE THE REGION,

THERE ARE NO RULES OF ORIGIN.

• 20% TARIFF: THE TARIFF ON COMPUTERS IMPORTED INTO

MEXICO FROM THE U.S./CANADA WILL DROP IN STEPS TO REACH 0% IN

1998. THE MEXICAN TARIFF ON COMPUTER IMPORTS FROM NON-NAFTA

COUNTRIES WILL DROP TO 3.9% OVER 5-YEARS STARTING IN 1999.

• 0% TARIFF ON SEMICONDUCTORS,

BOARDS, HARD DIVES,
»» > , >

MONITORS, & PRINTERS: IMMEDIATELY FOR

NAFTA COUNTRIES.

NAFTA
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NAFTA -- DISPUTES SETTLEMENT

• RECOURSE TO DISPUTES

SETTLEMENT: APPLIES TO ALL "DISPUTES BETWEEN

PARTIES REGARDING THE INTERPRETATION OR APPLICATION OF THIS

AGREEMENT OR WHENEVER A PARTY CONSIDERS THAT AN ACTUAL OR

PROPOSED MEASURE OF ANOTHER PARTY IS OR WOULD BE

NULLIFICATION OR IMPAIRMENT IN THE SENSE OF ANNEX 2004."

ARTICLE 2004.

• NULLIFICATION AND IMPAIRMENT

UNDER ANNEX 2004:

"IF ANY PARTY CONSIDERS THAT ANY BENEFIT IT COULD

REASONABLY HAVE EXPECTED TO ACCRUE TO IT UNDER ANY

PROVISION OF:

"(d) PART SIX (INTELLECTUAL PROPERTY),

"IS BE:ING NULLIFmD OR IMPAIRED AS A RESULT OF THE

APPLICATION OF ANY MEASURE THAT IS NOT INCONSISTENT WITH

THIS AGREEMENT, THE PARTY MAY HAVE RECOURSE TO DISPUTES

SETTLEMENT UNDER THIS CHAPTER." ANNEX 2004.

NAFTA 10/08/93 .
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NAFTA -- DISPUTES· SETTLEMENT

PROCEDURE

• CONSULTATIONS: ANY PARTY MAY REQUEST

CONSULTATIONS WITH ANOTHER PARTY ON A DISPUTED ITEM.

ARTICLE 2006.

• COMMISSION RESOLUTION: 30 DAYS AFTER A

REQUEST FOR CONSULTATIONS, EITHER PARTY MAY REQUEST A

MEETING OF THE STANDING DISPUTES SETTLEMENT COMMISSION TO

RESOLVE THE DISPUTE. ARTICLE 2007(1).

• THE COMMISSION SHALL CONVENE WITHIN 10 DAYS AND ENDEAVOR TO

RESOLVE THE DISPUTE VIA CONCILIATION, MEDIATION, ETC.

ARTICLE 2007(4) AND (5).

• IF THERE IS NO RESOLUTION WITHIN 30 DAYS, THE COMMISSION MAY AT

••••••••••••• m.~ •• m •••••C.·cc.:::: •.c:.cc..".:c..::::.cc..c... O=.cF.....::,::;:, PAR TY, CALL FOR A PANEL TO RESOLVE THEDISPUTE. ARTICLE 2008. . ········ m ••.•.•••..•.•• mm ••.••.•• .•.••• .••••.••.•. ·1:···

• A FINAL PANEL REPORT THAT INCLUDES

NAFTA

•

•

•

A DETERMINATION AS TO WHETHER THERE IS OR WILL

BE NULLIFICATION OR IMPAIRMENT OF A BENEFIT

UNDER THIS AGREEMENT,

A RECOMMENDATION FOR RESOLUTION OF THE

DISPUTE, AND

ITS FINDING ON THE DEGREE OF ADVERSE TRADE

EFFECTS ON ANY PARTY IS DUE APPROXIMATELY 120

DAYS AFTER THE PANEL IS SELECTED. ARTICLE 2017.

10/08/93

570



NAFTA IMPLEMENTATION /RE:M:EDIES

• EXAMPLE: REDUCTION IN TARIFFS IN ANOTHER SECTOR

• PREFERENCE FOR SUSPENSION OF BENEFITS IN THE SAME

SECTOR;

• COMPENSATION: "OR FAILING SUCH RESOLUTION,

COMPENSATION. " ARTICLE 2018(2).

AT THE REQUEST OF A PARTY, THE COMMISSION SHALL

PROVIDE ITS INTERPRETATION OF THE AGREEMENT TO THE

DOMESTIC COURT OR ADMINISTRATIVE BODY.

•

• MAY SUSPEND BENEFITS IN OTHER SECTORS, IF SAME

SECTOR SUSPENSION IS NOT PRACTICABLE.

ARTICLE 2019(2).

• "\vllE:)'IIE:\TE:R.I'()SSIIlI.!':,SYC:HllI':$QW'I'ION$JIALI.IlI': ~,m,
IMPLEMENTATION OR REMOVAL OF A MEASURE NOT CONFORMING WITH

THIS AGREEMENT OR CAUSING NULLIFICATION OR IMPAIRMENT •.• "

ARTICLE 2018(2).

• "THE DISPUTING PARTIES SHALL AGREE ON THE RESOLUTION OF THE

DISPUTE, WHICH NORMALLY SHALL CONFORM WITH THE

DETERMINATIONS AND RECOMMENDATIONS OF THE PANEL ... "

ARTICLE 2018(1).

• INTERPRETA TION OF THE NAFTA

AGREEMENT IN DOMESTIC JUDI

CIAL/ADMINISTRATIVE

PROCEEDINGS:

• RETALIATION. IF THERE IS NO AGREEMENT OR

RESOLUTION WITHIN 30 DAYS OF RECEIVING THE FINAL REPORT, THEN

THE "COMPLAINING PARTY MAY SUSPEND THE APPLICATION TO THE

PARTY COMPLAINED AGAINST OF BENEFITS OF EQUIVALENT EFFECT

UNTIL SUCH TIME AS THEY HAVE REACHED AGREEMENT ... " ARTICLE

2019(1).

NAFTA 10/08/93
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NAFTA ....,- IlVIPLElVIENTATION /RElVIEDIES

• IF THE COMMISSION CANNOT REACH AGREEMENT ON

INTERPRETATION, THEN ANY PARTY MAY SUBMIT ITS OWN

VIEWS. ARTICLE 2020.

• PRIVATE RIGHT OF ACTION: NO PARTY MAY

PROVIDE A PRIVATE RIGHT OF ACTION AGAINST ANY OTHER PARTY ON

THE GROUND THAT A MEASURE OF ANOTHER PARTY IS INCONSISTENT

WITH THIS AGREEMENT. ARTICLE 2021.

NAFTA
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NAFTA -- TR.ANSITION

• IMMEDIATE ENTRY INTO FORCE

• DUNKEL GATT-TRIPs TEXT HAS

• 5-YEAR TRANSITION FOR DEVELOPING COUNTRIES

:.c> • 11-YEAR TRANSITION FOR LEAST DEVELOPED

COUNTRIES

• EXCEPTIONS TO IMMEDIATE ENTRY INTO FORCE

NAFTA

•

•

MEXICO MAY DELAY IMPLEMENTATION OF THE REQUIREMENT

FOR PROTECTION OF SEMICONDUCTOR CHIP LAYOUT

DESIGNS FOR FOUR YEARS.

MEXICO MAY DELAY IMPLEMENTING ENFORCEMENT OF IP

RIGHTS AT THE BORDER FOR THREE YEARS.

10/08/93
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Recent inte11ectual property rights play an important
role in the strategy of enterprises and have led to many
patent disputes such as patent infringement litigations.
Under such circumstances, the most important matter for each
companies in terms of patent management is to establish
countermeasures for preventing patent disputes. In view of

.····~aoove;·········our·commT€€eereseai'cfiea·now·pafenrmana·gement····Is···
carried out to avoid patent infringement from the planning
stage to the utilization stage of research and development by
sending questionnaires to the members of the PIPA Japanese
Group, and analyzed the results.
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I. Introduction

Recently, intellectual property rights, particularly
patent rights, have been playing an important role in the
policies of enterprises and , therefore, many patent disputes
such as patent infingement litigations have arisen, both
domestically and overseas - especially in the United States.

infringement litigation, that company may have to pay
extremely high costs and spend a great deal of effort to deal
with the litigation, and if it loses the case, the company
will suffer considerable economic damage. Under such
circumstances, policies for preventing patent. disputes or to
avoid infringing the patent rights of other companies has been
one of the most important matters in patent management for
every companies in recent years.

In order to carry out measures for ideally preventing
patent disputes, there are various problems concerning patent
management, for example,· how to conduct patent searches
without pitfalls, how to conduct a proper infringement study,
and also how to set up countermeasures and prepare an in-house
organization to deal therewith. Further, in order to prevent
patent disputes, one of the major matters for patent
management is how to systematically investigate measures for
preventing patent infringement not only from the manufacturing
stage of the product but also from the intial stage of
research.

This paper deals with the results of an analysis of
replies from members of the PIPA Japanese Group to
questionnaires on what type of patent management is conducted
concerning measures against the infringement of patents of
other companies from the research planning stage and
development to the utilization stage.

The same questionnaires were sent to members of the PIPA
U. S. Group already and we believe that we can study ideal

575



of patents of other companies

Results and Analysis
Conducting the search
(Q2)

II-2.

II-2-1.

II. Questionnaires

measures for prevention of patent infringements by a
discusstion of this topic between US and Japanese Panellers
during the panel discussion at the up coming congress.

II-I. Summary
Questionnaires for the Japanese Group (cf. Attached

Reference 1) were sent to 85 companies which were members of
the PIPA Japanese Group (as of June 1993) and 76 companies (14

. machinery/metal companies; 20 electric machinery/appliance
companies; 41 chemical companies; and one company in another
field) replied (cf. Fig. 1). Replies to each of the questions
were collected for all companies and also by business fields
and are given in the attached reference 2, while the results
of questionnaires from all companies are given in Fig. 1 to
Fig. 18. Incidentally, in the following search resul ts and

explanation of the analysis, "planning stage" of research and
development is defined as the stage. when the subject of R&D
and the plan for realizing it are finalized, "execution stage"
of R&D is defined as the stage when a certain technical
outcome' :results during the course of R&D and "utilization
stage"'Of' R&D is defined as the stage when the research and
development are finished and its industrialization (e.g.,
manufacture of merchandize, etc.) is considered.

In order to know how widely the subject of R&D for patent
searches has expanded, qUt:!stions were about whether the

•.•. ,........ • ·• 1":·..• .
range of searches is for "all" or IIsome" of the R&D subject or
"not conducted". The results indicate that the numbers of the
companies conducting patent searches of other companies for
all subjects were 38, 42 and 43 in the planning, execution and
utilization stages respectively, and when companies conducting
searches for some subjects are included, the numbers were 71,
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74 and 43 respectively (cf. Fig. 2), In that caae , . many
companies answered that the important subjects for which
patent searches are conducted are those subjects with a highly
possibility of practice (production on commercial basis) .and
novel subjects. The result also revealed that:

(1) For some R&D subjects, all companies search the patents

planning stage of R&D to the utilization stage of the
results development; and

For each stage and for each company, there. were the
following tendencies.

(2) Companies which search all of the R&D subjects at any of
the stages are as many as 54 out ·of 76 (71%) •

the patent search
than the planning

During the execution stage of R&D,
ratio for "all subjects" is higher
stage; and

(1 )

(2 ) In electrical companies,
subjects is relatively low

the rate
while it

of searching "all"
is large in chemical

companies.
This is. presumably because of the effect on the
difference in search costs and steps between those
companies, depending upon the difference in the numbers
of laid-open publications (unexamined publication of
patent application) therebetween.

According to those results, it is likely that respecting
the patents of other companies is now recognized to be the
natural moral of a company and that patent searches prior to
R&D and also to manufacture/sale of new products are
fundamental behavior of the company.
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the question
searches are

11-2-2. Countries for the patent searches (Q3)

In order to determine the countries for patent searches,
was asked concerning in which country patent
conducted by classifying Japan and foreign

countries. The results are as follows:

(I) Most companies conduct a search for Japanese patents in
each of the stages (cf. Fig. 3) and in at least one of
the stages from planning to utilization, all companies
search Japanese patents; and

(2) Searches of foreign patents are conducted in many
companies as well.
Most of the companies replied that the reason for
conducting foreign patent searches is the planning of
production in that country or export thereto. The United
States is the highest country in terms of numbers of
foreign patent searches. The reason is that patent
disputes are most apt to take place there, export to the
U.S. is large, the database is well prepared, and the
patents are written in English which is easy to
understand.

When a comparison is made :for each stage, the rate of
foreign patent searches in the utilization stage is higher
than that in the planning stage.

According to the above results, it may be concluded that
in addition to patent searches for Japanese patents, which is
to be expected, each company is now conducting patent searches
in countries on a routine basis in the R&D.......................................... ++ .
stage and also in regard to production of new products in such
countries and export thereto, with a recognition that avoiding
patent disputes in the country to which the product is to be
exported is an inevitable demand for R&D, production of new
products and sales activities per se.
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11-2-3. Departments where patent searches are proposed (O~)

In order to know which department in the company
recognizes the necessity of searches and proposes patent
searches, a question was asked concerning which among the R&D
Department, Patent Department and Business Department proposes
the search of patents of other companies. The results are as

(1) In the planning stage of R&D, there are many cases where
the R&D department proposes a search while the number
becomes less with the progress of R&D. On the contrary,
in the planning stage of R&D, there are relatively few
cases where the Business Department proposes while the
numbers become higher with the progress of R&D; and

(2) During the execution stage of
proposed by the Patent Department
the planning stage (cf. Fig. 4).

R&D, patent searches
increase as compared to

In addition, the following tendency was noted for each

stage.

(1) In the planning stage, proposals from the ~ R&D Department
are extremely large while in the execution stage,
proposals from R&D, Patent and Business Departments are
nearly equal.

From this result, we think that the following conclusion
may be drawn.

(1) There are many cases where it is a fundamentally
essential condition for deciding the initial investment
for R&D that the result of future development does not
infringe the patents of others. Therefore, it is not
possible to go ahead with the research unless the
researchers themselves have further prospects after
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conducting patent searches even at the planning stage of
the research;

(2) As a result of paying considerable attention to

intellectual property rights, patenting of the outcome of

the development affects evaluation of the research.

Therefore, it is necessary for the researchers themselves

to conduct patent searches even in the planning stage for

sufficient understanding of the required technical

levels;

(3) In conducting the final decision as to whether or not the

new product, which is the result of the development, is

put on the market, it is again a prerequisite that the

product does not infringe the patents of others.

Therefore, when the utilization stage is approaching

proposals for patent searches from the Business

Department, which is responsible for utilization,

increase; and

(4) With the utilization of the R&D, the result of the R&D

begins to appear and, at the same time, requests for

Patent Applications and opinion works for infringement to

the Patent Department increase, whereby it is likely that

searches proposed by the Patent Department increase as

well.

Incidentally, there are essentially no differences

between types of businesses.

II-2-4. Department by which pat~nt searches are conducted and

Aquestion.was asked concerning what department conducts

the patent searches for each stage and also where the

individuals in charge of the searches (cf. Figs. 5 & 17) are

and asa.result the following overall tendencies were noted.
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(1) Patent searches are mainly conducted by the R&D
Department and Patent Department;

(2) During the planning stage of R&D, the rate at which the
R&D Department conducts searches is high, while the rate
becomes significantly lower with the progress from
development stage to utilization stage. On the other

Department conducts searches slightly
increases, although the absolute numbers are low;

(3) Needless to say, the rate at Which the Patent Department
conducts searc~es is high throughout all the stages;

(4) Outside searching organizations are often utilized as
well;

(5) In most companies, individuals skilled in patent searches
are in the Patent Department, and in about One half (37)
of companies, some individuals skilled in searches are
available in the R&D Department; and

(6) The term "others" where the number of individuals skilled
in searches is nearly the same meaning as that in the

department conducting the searches, and will stand for
the subsidiary companies conducting the searches.

Further, the following tendencies were noted for each
business fields.

(1) In chemical companies, the rate at which the Business
Department conducts searches is lower than that of
companies in other fields; and

(2) In chemical companies, the rate at which the Research or
Patent Department conducts searches is significantly high
compared to companies in other fields.
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According to these results, the following may be
considered.

(l) Although it is natural the Patent Department conducts
patent searches, the reason why the R&D Department is
capable of conducting patent searches is partly affected
by the f.act that asa result of the spread of PATOLIS
online services, information retrieval on patents is now
able to be conducted at low cost, in fact at the same
cost as in the case of information retrieval for non
patent related technical information.

The following problem should be pointed out.
Thus, in conducting patent searches through the R&D

Department, there may be a question as to whether or not the
R&D Department is capable of conducting proper patent searches
and of evaluating the search results. However, in contrast,
searches by the Patent Department are conducted at a
considerable rate and, therefore, it is unlikely that the
above would cause too much problems.

II~2~5. Meansf~r c~nducti,n9 the patent searches (96)

A question was asked concerning the means for searching
the patents of other companies for each stage of R&D. Plural
answers were accepted.

There was no big difference among the R&D stages for the
search means utilized. The search means used were, in order,
PATOLIS, WPI!WPIL, periodical monitoring of patent
publications, manual searches through patent publications and
CLAIMS (cf. Fig. 6). It is clear from the results that

companies use outside databases, although there are about 20
companies which use in-house databases.
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11-2-6. Conducting the infringement study (Q8)

A question was asked for each R&D stage as to whether or
not interpretation of patent claims and possibility of
infringement (hereinafter, referred to as "infringement
study") are carried out based on results obtained from patent
searches. (Q8)

research and the stage of utilization of the result of the
development, all companies which conduct patent searches, also
conduct infringement studies based on the results of the
patent searches, and even in the planning stage, 59 companies
among 63 conduct infringment studies (cf. Fig. 8).

According to the above result, it may be concluded that
nearly all companies use the patent searches as information on
right from the planning stage of the research and conduct the
interpretation in terms of patent rights for preventing the
infringement of patents of other companies.

11-2-7. Handling of Laid-Qpen publications (Q7 & 10)

Questions were asked concerning how, in each stage pf
R&D, the laid-open publications are treated as to the subjects
of the searches (Q7).

A large number of companies (60 out of 73 in the planning

stagel 62 out of 76 in the execution stagel and 53 out of 65
in the utilization stage) search laid-open publications in
all patent searches even in the research planning stage and
none of the companies ignore laid-open publications in any
stage. Many companies search laid-open publications in all
searches from the initial stage of R&D (cf. Fig. 7) and the
result is that the positioning of laid-open publications in
patent searches is high.

Further, a question was asked for each stage of R&D, as
to how to deal with the laid-open publications which were
found to exhibit the possibility of infringment (QIO).

The result was that the numbers of companies replying
that final coverage of right is jUdged after searching the
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prior art are 43, 60 and 53 in the planning, execution and
utilization stages, respectively, which is the same as the
number of the companies replying that they monitor the
examination procedures at the JPO (cf. Fig. 10).

The above results may lead to the fact that every company
pays considerable attention to the Laid-open publication as
well as publications after examination as information on
rights from the initial stage of the research.

11-2-8. Department where infingement studies are conducted
and individuals concerned therewith (Q9 & 19)

The question was asked for each stage of R&D as to, in
which department infringement studies are conducted (Q9) and
also in which department the individuals who are skilled in
infringement studies are available (Q19).

The result revealed that even in the R&D stage, Patent
Departments conduct infringement studies in most of the
companies (cf. Fig. 9), in addition, Patent Departments have
individuals skilled in the infringement study.

Although the numbers are small, there are some companies
in which infringement studies are conducted in the R&D
Department or Business Department in each stage.

11-2-9. Use of external specialists in conducting the
infringement studies (Qll)

The question was asked as to whether or not the opinion
of external specialists is requested in each stage, when
producing the infringement studies from the results of patent
searches (cf. Fig. 11). The results are as follows:

(1) There was no company in which the opinion of external
specialists was requested for all search results,

( 2) The numbers of companies asking the opinion of external
specialists for some of the search results are 35 out of
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45· in the planning stage~·61 out of. 67 in the execution

stage and 64 out of 66 in the utilization stage; and

(3) On the contrary ~ thepumbers of companies which do not

ask the opinion of external specialists are 11 in the

planning ~ 7 in the execution and 2 in the utilization

stage respectively.

According to the above. results, it may be concluded that

when (I) the infringement study is difficult or (II) the

subject is important in the execution and the utilization

stages, many companies ask the opinion of external specialists

so that they obtain the best results in the infringement

study.

Those

what case the

The expression

other; 13% (23%)

( II)

(III)

( IV)

(V)

It was found from the above results that there are a few

companies asking the opinion of external specialists in the

planning stage where the constitution of the R&D subject

becomes clear while the number of companies asking such

opinions are high with progress to the execution and

utilization stages.
Then, the question was asked as to in

opinion of the external specialists is asked.

of the reply was free.

Fifty-nine companies replied with 64 answers.

answers are roughly classified as follows:

(I) when infringement study is difficult:

23 (36%)

when the subject is important: 10 (16%)

in the case of foreign patents: 9 (14%)

when there is a possibility of dispute: 7 (11%)
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1I-2-10.Choosing countermeasures for 1ik1ihood of infringment

(012)

Throughout all stages, many companies choose A [53 (70%)
in planning, 68 (89%) in execution and 64 (84%) in utilization
stages respectively; each bracketed percentage is for a total
of 76 companies] and it may be -said that prevention of
patenting or invalidation is given first priority even in the
planning stage.

Questions were aSked as to when there is a strong
liklihood of infringement as a result of the infringement

study in each stage based upon the patent searches, how the
company deals therewith (cf. Fig. 12).

Fig. 12 shows the numbers of companies which chose each
of the items given in the question. Plural answers are
allowed in the questionnaire.

Many companies choose B in the planning and execution
stages [65 (86%) in planning, 65 (86%) in execution and 49
(64%) in utilization stages respectively] and even in the
utilization stage, more than one-half of the companies choose
avoidance of infringing the patents of others.

(1 )A;

( 2)B;

Try to take steps to prevent patent registration or
to invalidate patent rights (hereinafter referred to
as A).

Avoid patent infringement (by design changes, etc.)
(hereinafter referred as to B)

Together with the progress from planning to utilization,
the numbers of companies choosing C increase [37 (49%) in
planning, 57 (75%) in execution and 64 (84%) in utilization
respectively]. Especially, when there is a strong liklihood
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of infingement in the utilization stage, it is likely that
many companies choose licensing as a countermeasure.

(4) D: Make aggressive use of own patents/applications
(cross-licensing, etc.)

Similar to C, the numbers of companies choosing D

(30%) in planning, 40 (53%) in execution and 58 (76%) in the
utilization respectively] and it is likely that in the
utilization stage, most companies aggressively use their own
patents/applications. Incidentally, in each stage, it is
likely that the number of companies choosing D (cross
licensing, e t c , } is less than that choosing C (obtaining a
license) •

(5 )E: Purchase the patent rights

The numbers of companies choosing Fare 11 (14%) in the
planning, 17 (22%) in the execution and 9 (12%) in the
utilization stages respectively.

Companies choosing F in the utilization stage are
character.ized by the inclusion of 8 chemical. companies.

Similar to C and D, the numbers of the companies choosing
E increase with the progress from planning to utilization [10

(13%) in planning, 15 (20%) in- execution, and 21 (28%) in
utilization stage respectively]. However, in any of these
stages, it is likely that the number of the companies choosing
E is less than that choosing C and D.

Acquire the company holding the patent right

the
the

2 (3%) in
(3%) in

G are
and 2

R&D cooperation with the patentee/applicant company

(7 )G:

(6 )F:

The numbers of companies choosing
planning, 2 (3%) in the execution
utilization stages respectively.
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It can be said that the number of companies choosing F
are very few.

(8 )H: Abandon the R&D (change the subjects)

II-2-11.Handling of judgment by Patent Department on deciding

the countermeasure (Q13)

Patent Department will be treated on deciding the
countermeasure (cf. Fig.·13).

The result is that the number of companies replying that
the judgment of the Patent Department is given priority are

45 in the planning, 55 in the execution and 17 in the
utilization stages, respectively.

The numbers of companies choosing Hare 52 (68%) in

planning, 34 (45%) in execution and 21 (28%) in utilization,

respectively.

When there is a strong liklihood of infringement in the

planning stage, many companies (52 (68%» choose H and with

progress to the execution and utilization stages, the numbers

of companies choosing H decrease. However, even in the

utilization stage, a considerable number of companies choose

H.

strong

patent

asked, as to when there is a

infringement as a result of the

Questions were

liklihood of patent

(9) As a whole, in the planning stage, measures such as

trying to take steps to prevent patent or to invalidate the

patent, avoiding patent infringement, abandoning of R&D, etc.

are taken; in the execution stage, measures such as trying to

take steps to prevent patent or to invalidate the patent,
avoiding patent infr ingement , obtaining a license, etc. are

taken; and in the utilization stage, measures such as trying

to take steps to prevent patent or to invalidate the patent,

.avoiding patent infringement, obtaining a license, cross

licensing, etc. are taken.

588



judgment is not asked in the planning stage, although this is
not so with regard to the execution and utilization stages.

Total numbers of the companies replying that said
judgment is given with priority or is taken into consideration
are 68 (89%) in the planning, 70 (92%) in the execution, and
70 (92%) in the utilization stages respectively. It is likely
to say that throughout all stages, judgment by the. Patent
Department is greatly considered in deciding the
countermeasure.

Questions were asked whether or not corresponding rules·
(systems) are available in the company upon deciding the
countermeasure (herein after referred to as "decision-making".)
when there is a strong liklihood. of infringement as a result
of patent searches (hereinafter referred to as "search") and
execution of infringement study of the search result
(hereinafter referred to as "infringement study") in each
stage (cf. Fig. 14).

Fig. 14 shows the number of companies where such in-house
rules are available or not available upon conducting the
search, infringement study and decision-making in each stage.

Numbers of the companies where the rules are available in
the planning stage are 36 (47%) in search, 24 (32%) in
infringement study and 18 (24%) in decision-making
respectively, while 25 companies (33%) do not have such rules.
Those in the execution stage are 38 (50%) in search, 32 (42%)
in infringement study and 32 (42%) in decision-making
respectively, while 25 companies (33%) do not have such rules.
In the utilization stage, 35 (46%) in search, 37 (49%) in
infringement study, and 22 (29%) in decision-making
respectively, while 23 companies (30%) do not have such rules.

therules for preventing
other companies (.Q14)

1I-2-l2.Availability of in-house
infringement of patents of
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According to the above results, it could be said that:

(1) with regard to searches, about one-half of companies have
irt~house rules in every stage;

(2) with regard to infringement studies, the numbers of
companies having such rules increase with progress from
the planning to utilization stages, and in the
utilization stage, about one-half of companies have
rules;· and

(3) with regard to decision-making, the numbers of companies
having rules inc:reaseto some extent with progress from
the planning to. utilization stages. Although in the
utili·zation stage, the number of companies having in
house rules is less than that of searches or infringement

studies;
artdabout one-third of the companies have no such rules

at all in any stage.

1I-2-13.Necessity for
infringement of

in-house system
patents of others

for preventing

(Q15)

the

The question was asked whether or not an in-house system
for preventing infringement of the patents of others (such as

the patent approval system) is necessary during the planning
to utilization stages of R&D (cf. Fig. 15).

The results are that 70 companies (92%) replied that such
an in-house system is necessary while 4 companies (5%) replied
that is not necessary.

According to the above results, it. may be concluded that

house system for preventing the infringement of patents of
others Is necessary.
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II-2-14. Regulation of the in-house system for preventing the
infringement of patent of others (Q16)

The question was asked whether or not the in-house system
for preventing the infringement of patents of others is
available during the planning to the utilization stages of R&D

(cf. Fig. 16).

in-house system was available while 38 companies (50%) replied
that it was not available.

According to the above results, it can be said that about
one-half of the companies have an in-house system.

II-2-15. What kind of points that should be taken into
consideration in establishing and effectively
utilizing an in-house system for prevention of
infringement of patents of others (Q17)

The question was asked in free statement form concerning
the points that should be taken into consideration in the
establishment and effective functioning of an in-house system
for prevention of patents of others. Many interesting
opinions were sent to us and as a whole they may be classified
into the following three categories.

(1) enlightenment as well as increase in consciousness for
respecting and paying importance to patents;

(2) making due use of patent system; and

(3) improvement of organization and ability of the department
in charge of intellectual property rights.

It is likely that (1) is a view that enlightenment and an
increase in consciousness regarding patents by means of
education, etc. are necessary based upon the way of thinking
that the significance of the in-house system for prevention of
patent infringement is understood and the system is
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effectively utilized only when each person in each department

from the top to the R&D and production areas respects and

recognizes the importance of patents. Examples sent to us are

"elavation of consciousness of patents in R&D and Production

Departments understanding by the management," "thorough in

house education," "thorough spread of spirit of the system"

and "understanding and cooperation of the departments

concerned."

Indications of or proposals on specific points that

should be taken into consideration for effective utilization

of the in-house system for preventing patent infringement is

(2). Examples are "positive participation and instruction of

the members of the Patent Department in and to research and

development," "in-house recognition of function of searches,"

"exchange of information among the departments concerned on a

timely basis," "requiring· certificate of patent approval

attached upon submission of a document for obtaining agreement

and final decision for go-ahead," "giving· different weights on

search coverage depending upon the scale of expected

business," "rules regulating that no further progress is

allowed without the approval of the patent department" and

"patent approval system is to be introduced and used on a

flexible basis."

Points which are to be taken into consideration inside

the Intellectual Property Department are (3) in which security

of human resources and improvement in their abilities are main

requisites. Examples are "improvement in ability for search

and judgment by the Patent Department," "security of manpower

in the Patent Department II and "improvement in professional

capability and security of manpower in the Intellectual

There was no big difference in the above-mentioned

results among the fields of business of the companies. Among

the above, (1) and (3) are well to-the-point and agreeable and

their pra.ctice in higher· levels is desired. On the other

hand, the opinions classified under (2) relate to views

regarding how the system of patent infringement prevention can
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function precisely, surely and actually in each company.
Since there will be various possibilities in application
depending upon the circumstance of each company, such opinions
include problems on the power of the Intelle.ctual Property
Department in the company and also problems of treating the
gap between theory and practice and accordingly, careful
consideration seems to be necessary for such opinions.

1I-2-16.Indication of anything else that is specifically done
to avoid infringing patents of others (020)

The question was asked to indicate what is done
specifically to avoid the infringement of patents of others in
free expression form. Some of t he.' answers to this question
are doubled with the answers to 017 and most of the answers
relate to (1) patent education; (2) routine monitoring of
patent publications; and (3) rules and systems for patent
searches. Some specific examples are "in-house lectures to
young researchers", "routine monitoring of patent publications
by researchers", "monitoring system for registrations of
patents in question", "institutionalization of procedures for
avoiding patent infringment and checking thereof" and
"periodical holding of patent liaison meetings."

According to the above results, the most noticeable point
is that routine monitoring of patent publications is well
covered by researchers, etc. As a result of such routine
monitoring, it is possible to check to avoid the infringement
of patents of others, and the routine monitoring functions
effectively. On the other hand, too much dependence on such
routine monitoring may cause problems due to the fact that it
is done on a "routine" basis, such as the problem of the depth.
of the search as well as the problem of the level of the
individuals conducting the search. It would be necessary to
consider countermeasures against such problems. In
conclusion, it seems to us that what is to be added to routine
level monitoring is a solution for achieving the effective
avoidance of infringement of the patents of others.
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III. Conclusions

According to the results of the questionnaires, the
following were revealed.

(1) With regard to important subjects for research etc., most
companies conduct patent searches from the planning stage
of research, and all the companies conduct such searches
from the planni!lg to utilization stages.

(2) When production in foreign countries or export thereto is
planned, many companies concerned conduct patent searches
in said countries. Many companies conduct searches
especially in the United States; and

(3) In addition, most companies conduct infringement studies
based upon the results of patent searches from the
planning stage of research, and if there is a strong·
liklihood of infringement, various means are carried out
such as 1) trying to take steps to prevent patent
registration or to invalidate the patent right; 2)
avoiding patent infringement; 3) obtaining a license; 4)
abandoning the R&D (changing subjects); etc.
Furthermore, in the execution and utilization stages of
research, many companies ask the opinion of an external
specialist in the case where infringement study is
difficult and where subjects are important.

According to the above description, it may be concluded
that Japanese companies respect patents of others and conduct
research while taking due consideration of avoiding the

research whereby conduct positive and sufficient measures for
avoiding the infringement of patents of others.

However, in making the measures for patent infringement
avoidance from planning to utilization stages of research more
complete, there seem to be some problems that should be taken
into consideration as shown in the replies to Q17.

594



The first point is establishment of an in-house system
for avoiding the infringement of patents of others. Nearly
all (92%) of companies recognize that certain a in-house
system is necessary for avoiding the infringement of patents
of others, although the percentage of companies wherein such a
system is already established is about 50%. It is, therefore,
desired that such an in-house system be established in many

is likely that the department responsible for avoiding
infringements should be clarified.

The second point is how efficiently and precisely the
measure for avoiding infringement is to be conducted. For
such a purpose, it seems to us that some actual means need to
be established for t he following items.

(1) enlightenment for making the importance of patents
(avoiding infringement) recognized in the company;

(2) improvement in ability of the Intellectual Property
Department including improvement in searching and judging
abilities;

(3) reinforcement of communications between the Patent and
R&D Departments from the initial stage of research;

(4) effective utilization of external specialists; and

(5) checking the patents of other companies by monitoring on
a routine basis.

Attached References:

1. Questionnaire to PIPA Japanese Group

2. Results of Collection of Replies to the Questionnaire
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Fig.4
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Fig.7
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Fig. 10
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Fig.13
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[Reference 1] auestionnaire to PIPA Japanese Group

PIPA 4th COMMITTEE

QUESTIONNAIRE:

Patent Infringement Prevention Measures

From the R&D Planning stage to the R&D
Achievement/Utilization Stage

The purpose of this questionnaire is to investigate what

kind of patent management is being carried out in Japan and

the U.S. with respect to patent infringement prevention

measures from the Research & Development Planning Stage to the

Utilization Stage of Research & Development Achievement in

order to get an insight. into what>dHferencesexist between

Japan and the U.S., "and among different industrial sectors in

this area, and based on this information, to find out what

policies and arrangements should be essentially taken. The

results will be made available to member companies and a

Japanese/American panel discussion by panelists from both

nations is planned. "

In this connection we request your cooperation in filling

out this questionnaire by indicating the situation at your

(In questions where a choice of responses is provided, please

check the appropriate box. If for any reason you are

reluctant to answer a question, please leave it blank.)
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Answers to this questionnaire will be
,...• ,.,....,., ......

published as

statistical data only.

Questions relate to your company's systems and procedures

concerning searching for other companies' patents and

preventing infringement of other companies' patents.

three phases: 'R&D Planning Stage', 'R&D Execution Stage' and

'R&D Achievement/Utilization Stage'.

each phase.

Please check a box for

"The R&D Planning stage" (referred teas "R&D Planning"

in the questionnaire) here means the stage at which an R&D

subject and a plan for its realization have .been fixed upon.

"The R&D Execution Stage" (referred to as "P&D

Execution") here means the stage, during the course of R&D, at

which a technological achievement of some kind has been made.

"The R&D Achievement/Utilization Stage" (referred to as

"R&D Utilization"» here means the stage at which R&D has been

achieved and working out and utilization of R&D

(commercialization, etc) are under consideration.
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Q01: What is your company's main business?

•• Questions ask for a separate response for each of the

(Electric Machines-Appliances)

o

)

nonferrous metals
shipbuilding

iron & steel 0
automobiles 0
precision machines
power-driven machines
metals-machines
other metals-machines

o general chemicals
o organic chemicals
o rubber 0 plastics
o paint and cOating
o petroleum 0 petrochemicals
o fibers
o pharmaceuticals 0 food
o cosmetics
o .other chemicals )

o general electric machines-appliances
o computers
o telecommunications
o household appliances
o musical instruments/acoustics
o measurements o electric cables
o electronic parts
o other electric machines-devices

(other)

(Chemical)

(Machines -Metal) 0
o
o
o
.0

o

three stages: 'R&D Planning Stage', 'R&D Execution Stage'

stage.

604



002: Do you conduct patent searches (including prior art

searches)?

conduct searches as to all of our R&D subjects

+ As to what kind of R&D subjects do you conduct searches?
(

not conduct searches

n

o

o

R&D Planning

R&D Planning

R&D Planning

o

o

n

R&D Execution

R&D Execution

R&D Execution

n

o

o

R&D Utilization

R&D Utilization

R&D Utilization

+ If you do not conduct searches at any of the three

stagesl R&D Planning, R&D Execution, and R&D Utilization1

please skip 003 to 014 and go directly to 015

003: For what countries' patents do you conduct searcnes ?
(multiple answers okay)

conduct searches for U.S. Patents only

o R&D Planning o R&D Execution o R&D Utilization

conduct searches for foreign patents

o R&D Planning n R&D Execution
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.. For what countries I patents do you. conduct searche.s?
)

Q04: What department in your company proposes patent searches?
(multiple answ~rs okay)

In what cases do you conduct searches for foreign
patents?
( )

R&D ut.ilization

R&D utilization

o

o

o R&D Utilization

o R&D utilization

R&D Execution

R&D Executiono

oR&D Planning

R&D Planning

o

Business Department

o

0 R&D Planning 0 R&D Execution

other ( )

0 R&D Planning 0 R&D Execution

R&D Department

Patent Department

..

Q05: What pepa:rtment conducts patent searche.s?· (multiple
answers okay)

R&D Department

0 R&J)Planning 0 R&D Execution .. 0 R&D .Utilization

Patent Department

0 R&D Planning 0 R&D Execution 0 R&D Utilization

Business Department

0 R&D Planning 0 R&D Execution. 0 R&D Utilization
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Outside search agencies

0 R&D Planning 0 R&D Execution 0 R&D Utilization

other ( )

0 R&D Planning 0 R&D Execution 0 R&D Utilization

.-
Q06: What search means

searches? (multiple

do you use
answers okay)

in conducting patent

JAPIO (.or JPAT) database provided by Japan Patent Inforl\lation
Organization [on-line database for Japanese patents in English
language]

-,

o R&D Planning o R&D Execution o R&D Utilization

WPI/WPIL database provided by Derwent

periodical watching/monitoring of patent pUblications

0 R&D Planning 0 R&D Execution 0 R&D Utilization

other outside databases ( )

0 R&D Planning 0 R&D Execution 0 R&D Utilization

in-house database

manual searches through patent publications

R&D Utilization

R&D Utilization

R&D Utilizationo

o

oR&D Execution

R&D Execution

R&D Execution

o

o

o

R&D Planning

R&D Planning

R&D Planning

o

o

o

CLAIMS database provided by IFI

o R&D Planning o R&D Execution o R&D Utilization
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other (R&D Planning
(R&D Execution
(R&D Utilization

)

)

)

Q07: When conducting patent searches, do you include Laid
Open (unexamined) patent publications such as JP or
EP ones?

include them in all searches

include them in some searches

o

o

R&D Planning

R&D Planning

o

o

R&D Execution

R&D Execution

o

o

R&D Utilization

R&D Utilization

exclude them from searches

o R&D Planning o R&D Execution o R&D Utilization

Q08: Do you make an Infringement Study of Patent rigb~s

(referred to hereinafter as 'Infringement Study')
concerning interpretation of Patent claims and
possibility of infringement based on results obtained
from patent searches?

yes

0 R&D Planning 0 R&D Execution 0 R&D Utilization

no

0 R&D Planning 0 R&D Execution 0 R&D Utilization

- How do you treat search results?
( )

608



judge final scope of patent rights, based on past experiences,
without conducting prior art searches

Q09: What department in your company does Infringement StUdy?
(multiple answers okay)

conduct validity searches (inc!. prior art searches) first,
then try to judge patentability or final scope of patent
rights based on the result thereof.

R&D Utilization

R&D Utilizationo

o

R&D Execution

R&D Execution

o

o

R&D Planning

R&D Planningo

o

Q10: In your Infringement Study, do you treat Laid-Open
(unexamined) patent publications?
(multiple answers okay)

R&D Department

0 R&D Planning 0 R&D Execution 0 R&D Utilization

Patent Department

0 R&D Planning 0 R&D Execution 0 R&D Utilization

Business Department

0 R&D Planning 0 R&D Execution 0 R&D Utilization

other ( )

0 R&D Planning 0 R&D Execution 0 R&D Utilization
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watch the on-going process of the examination procedure at the
Patent Office

011: In conducting Infringement Study, do you ask for an
expert oparn.on of an external specialist .. (lawyers,

patent attorneys)?

get the opinion on all search results

get the opinion on some search results

R&D utilization

R&D Utilization

R&D Utilization

o

o

o

)

R&D Execution

R&D Execution

R&D Execution

o

o

o

(

R&D Planning

R&D Planning

R&D Planning

o

o

o

other

o R&D Planning o R&D Execution o R&D Utilization

In what cases do you ask for the opinion?
( )

do not ask fOr the opinion

o R&D Planning. o R&D Execution o R&D utilization

610



B: Avoid patent infringement (by design changes, etc.)

F: cooperate on R&D with the patentee/applicant company

A: Try to take necessary steps not to be patented or to

R&D Utilization

R&D Utilization

R&D Utilization

)

R&D Utilization

R&D Utilization

R&D Utilization

R&D Utilization

R&D Utilization

o

o

o

o

o

o

o

o

R&D Execution

R&D Execution

R&D Execution

R&D Execution

R&D Execution

R&D Execution

R&D Execution

R&D Executibn

o

o

o

o

o

o

o

o

R&D Planning

R&D Planning

R&D Planning

R&D Planning

R&D Planning

R&D Planning

R&D Plannirig

R&D Planning

(R&D Planning

o

o

o

o

I: other

o

o

G: acquire the company holding the patent rights

o

E: purchase the patent rights

H: abandon the R&D (change the sUbjects)

o

c: obtain a license

D: make aggressive use of our own patents/applications
(cross-licensing, etc.)

012: If, as the result of Infringement Study, there is a
strong likeliness of infringing patents, what actions do
you take to cope therewith?
(multiple answers okay: please prioritize mUltiple
answers alphabetically, below)
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(R&D,Execution
(R&D Utilization

)

)

013: In the strategy/policy-making of 012, how much weight is
given to the Infringement Study made by your Patent
Department?

R&D Utilization: Priority

R&D Planning: Priority )

)

)

R&D utilization

R&D Utilization

R&D Utilization

o

o

o

(

R&D Execution

R&D Execution

R&D Execution

o

o

o

R&D Planning

R&D Planning

R&D Planning

o

it is not asked for

o

o

it is considered

it is given priority

R&D Execution: Priority
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have the rule for procedures on company's decision-making

have the rule for procedures on searches

R&D Utilization

R&D Utilizationo

o

R&D. Execution

R&D Executiono

oR&D Planning

R&D Planning

have the rule for procedures on infrinl;jement study

o

do not have any rule

o

Q14: Doyou.have··anin-house rUlectegulated for p:r:ocedures on
patent sea:r:chesand Infringement Study and the company's
decision-making. based·. on the same referred to the .above?

(multiple answers okay)

o no

Dyes

** The following questions refer to all stages from R&D
Planning to R&D Utilization

R&D Utilizationoo R&D ExecutionR&D Planningo

Q15: Do you think in-house systems (e.g. patent approval
systems) regulated for preventing infringement of other
companies' patents. from the R&D Planning Stage to the
R&D Utilization Stage. are necessary?
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016: Do -: you have in-house systems (e.•g. patent approval

.systems) regulated for preventing infring~ent.of other

companies.' patents, from the R&D Planning Stage to the
R&D Utilization Stage?

Dyes

o no

017: In order to establish the above systems and make them

function effectively, what kind of paints do. you think

should be given consideration?

)

018: What department has individuals skilled in patent
searches?

(multiple answers okay)

o R&D Department

o Patent Department

o Business Department·

D. other (

019: What department has individuals skilled in Infringement
Study? (multiple answers okay)

o R&D Department

o Patent Department

o Business Department
........................ ·.w.··.·.·.··..·.··.·.·...·..·· ..

o )
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Q20: Please indicate.a,nything else tha~, yOll are. especially
doing to avoid infringing other companies' patents.

)

** Thank
Kindly

you very much
return it to us

for answering these questions~

as soon as possible. **
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[Reference 2) Result of Collection of Questionnaires

The number of replies throuqhout All Lines of Business

QOl
a 14
b 20

.
c 41

d 1 .

Q02 Planninq Execution Utilization
a 30 42 43
b 44 29 25
c 1 1 1

Q03 Planninq Execution Utilization
a 72 72 67
b 47 50 49
c 41 55 54

Q04 Planninq Execution Utilization
a 68 59 40
b 34 50 46
c 26 34 42
d . 4 3 2

..

Q05 I. Planninq Execution Utilization
a . 60 52 31
b----:- 45 60 59
c .. 15 18 24
d --;::::: 21 24 25
e 5 4 3

Q06 Planninq Execution· Utilization
a 72 71 63
b 48 59 46
c 27 32 26
d 18 22 21
e 22 23 24
f 29 34 39
q 41 55 52
h 1 4 4

Q07 Planninq Execution Utilization
a 60 62 53
b 13 14 12
c 0 0 0

Q08 Planninq Execution Utilization
a 59 72 68
b 4 0 0
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I

. . .

009 Planning Execut-ion Utiliza·tion
a 17 14 11
b 62 71 68 ..

c 10 12 ·12 ..'

.: d 1 2 2

,
.

010 Planning Execution Utilization
«

43 60 53 ,

, •••••~
a
b 13 16 7 ..

.iz c 46 50· '. . 45 ..
n 2 2····· ... .

ill
011 Planning Execution Utilization

,
a 0 0 0

b 35 61 34

c 11 7 2

•<;
i, 012 Planning Execution Utilization

< .....•• a 53 68 64

". b 65 65 49
.;.~ c 37 57 64

;. d 23 40 50

'. e 10 15 21

•••••

f 11 17 9

g 2 2 2

h 52 3.4 21

i 0 0 1

013 Planning Execution Utilization
a 45 55 53
b 23 19 17

;\ c 4 0 0

.' 014 Planning Execution Utilization

\;. a 36 38 35

.: b 24 32 37

.....• c 18 20 22,
d 25 25 23

•

I
015

I
ii·· a I 70..

b 4,.,,;
i.

I
016

I
i'. a I 37
••• b 38

,



018
a 37
b 72

c 13
d 8

019
a 6
b 76
c 6
d 0

Orders of a, b, c, ••.. are the same as those of
alternative questions in the questionnaire.
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1

619

ood

The number of Replies froJIICompanies of Machines/Metal (14 companies in
total)

)

r)
I

002 Planning Execution Utilization
....

7a 7 9

b 7 4 5

c 0 0 0...,
Q03 Planning Execution Utilization

.,. a 14 13 12

.......b~. ..... 1L 13 12
".,; c 6 6 10 ..

.

004 Planning Execution Utilization

"

a 13 12 8

b 7 9 8

;0 c 6 8 7

d 0 0 0

/;~ ,
005 Planning Execution Utilization/;.

a 12 II 8
/ b 7 8 9
.: c 5 7 7

d 6 6 5 .,
, e 1 0 0

.'.") 006 Planning Execution Utilization
a 14 13 II

b 6 9 6..

c 3 3 3 ...
d 1 2 2 .

',; e 6 5 5

"
f 7 8 10

, ..'.
g 8 10 .ll

>; h 0 0 1

i 007 Planning Execution Utilization,.. a 13 12 II
i/ b 1 1 2..

.,... c 0 0 0

Q08 Planning Execution Utilization.. a 12 12 13
b 0 0 0

<
009 Planning Execution Utilization

a 4 4 4
b 12 12 13 -

L c 2 3 3



Qll Planning Execution Utilizatiort ·

a 0 '. 0 0
b 7 9 13 ·
c 3 2 0

Q1a .

- _..__._n&_... ···7····· ; .

b 13
c . 4 ;.

d 3 .

. Q10 Planning Execution Utilization
a a 10 9

b 1 3 1
c 10 10 11
d 2 2 2

7

1

7

13

b

b

a

a
Q16

Q15

Q12 Planning Execution Utilization
.

a 12 13 ••. 14
b 13 13 11
c 7 9 14
d 6 6 12

·

e 2 2 4

f 3 2 1
g 1 1 1
h a 4 4

i 0 0 0

Q13 Planning Execution Utilization

a 7 a 9

b 6 5 4

c 1 0 0 .
.

Q14 Planning Execution Utilization
a 10 9 10

b 6 5 a
c 3 3 4

d 4 4 3
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The number of Replies from Companies of Electric Machines/Appliances
(20 companies in total)

Q02 Planning Execution Utilization
a 6 8 7
b 13 11 10
c 1 1 0

Q03 Planning Execution Utilization
a 19 19 17
b 16 16 14
c 12 15 11

Q04 Planning Execution Utilization
a 16 16 12
b 8 9 8
c 7 10 13
d 2 0 0

Q05 Planning Execution utilization
a 14 14 7
b 14 16 16
c 7 9 11

d 6 7 10
e 0 0 0

Q06 Planning Execution Utilization
a 19 19 16
b 10 10 8
c 8 8 5
d 4 4 4
e 5 7 7
f 10 11 11

g 12 14 14
h 0 0 0

Q07 Planning Execution utilization
a 15 14 11

b 5 5 7
c 0 0 0

Q08 Planning Execution utilization
a 16 19 17

········b·· ,_ ?O'M, ··1 ._.,'" ""~-"--"- ··0 0
~ ...~

Q09 Planning Execution Utilizatio'n
a 6 6 4
b 15 19 18
c 3 5 6
d 0 0 0
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010 Planning Execution Utilization
a 10 13 11

) b 5 6 3

e 12 13 12
I d 0 0 0

.

>'j 011 Planning Execution Utilization:,
a 0 0 o .,

iC b 10 15 15; c 3 3 2

j 012 Planning Execution Utilization
+' a 13 18 17, b 17 17 16
ii, c 12 17 18;;, d 8 15 15

,.,..., e 2 3 4

/!c; f 2 1 0

9 0 0 0",.,.:,:
h 13 8 3

..,...•.
i 0 0 0

013 Planning Execution Utilization

a 13 14 12 ,.
·s. b 3 5 6 .. -

c 1 0 '0 ",.,.< ,

.
..".,

014 Planning Execution Utilization
~- .. "

a 11 10 9

b 8· 8 7

c . 7 7 6
./

d 7 9 8"'...

,il
I

015

I
::;

a I 16:
b 3

:;
I

016

I
-: a I 8

'•.•.j.
b 11,

018
a 8
b 19

e 7
d 1



. ,
019

a 1 . .

b 20 .....

c 2 .

d 0 ...

.. ..

Orders of a, b, c, •••. are the same as those of
alternative questions in the questionnaire.
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The number of Replies from Companies of Chemistry (41 companies in total)

25 , 28
Execution IUtilization

17

Planning
a

002')
.....

I
Q

I
.,

I I I
b 23 13 10

•••
c 0 0 1

') 003 Planning Execution Utilization

S a 38 39 37.)., b 16 20 22
~~~ ... ~~32~ . . .

ii~
~~.t: .... ~.. ..... ·······23··· ·34········· ...

004 Planning Execution Utilization•/i

/i·i
a 38 30 19

b 19 32 29
......

c 13 16 22

i.
d 2 3 2

i'
).;ti~ 005 Planning Execution Utilization .

a 33 26 15 ..

••••••• b 23 35 33......

,\i c 3 2 6

d 9 11 10
" e 4 4 3

~i~
.

006 Planning Execution Utilization
a 38 38 '. 35 .'

b 31 39 31 ..
c 15 20 17

d 13 16 15
/i e 11 11 12

.•.
f 12 15 18

" s 20 30 26
<;
/ii h 1 4 3

)' 007 Planning Execution Utilization
a 21 35 30

;;1 b 7 8 3

c 0 0 0
j
C

008 Planning Execution Utilization

'. a 30 40 37.....•
b 3 0 0

-':

•••••
009 Planning Execution Utilization

; a 7 4 3
b 34 39 36

c 5 4 3
d 1 2 1



010 . Planning Execution Utilization
a 24 0 . 32 ..

b 6 6 3
c 23 26 22
d 0 0 0

018
a 22

······b· ~9

c 2
d • 4 ...

013 Planning Execution Utilization
a 24 32 31
b 14 9 7
c 2 0 0

014 Planning Execution Utilization
a 15 19 . 16
b 10 19 22
e 8 10 . 12
d 13 11 11

o

22

40

19b

b

a

a

016

015

011 Planning Execution Utilization
a 0 0 0
b 18 37 35
c 4 1 0

012 Planning Execution Utilization
a 27 36 32
b 35 • 35 22
c 18 31 32 .

d 9 19 23 .
e 6 10 13
f 6 14 8
g 1 1 1
h 30 21 14
i 0 0 0
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Q19

a
b

c
d

3
41

1

o

Orders of a, b , c, .... are the same as those of
alternative questions in the questionnaire.

627



(7) Abstract:

(6) Statutory provisions:

JPL187, JPL188, JPL198, Civil Law 709, Paris
Convention 5D

The more companies obtain patents, the more their
proprietary consciousness is strengthened. They are interested
in balance of royalty income and payment, and naturally want to
utilize,their patent rights more efficiently.

Fuji Photo Film Co., Ltd.
BROTHER INDUSTRIES, LTD.
NEC Corp.

PIPA
Japan
4

Patent Marking Law in Japan

October 1993 (24th, Cincinnati)

1) Source:
2) Group:
3) Committee:

KIRITANI Masataka,
MUTO Katsunori,
OISHI Tatsuya,

patent marking, false marking, damages

(1) Title:

(2) Date:

(3) Source

(4) Authors:
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Fuhdamentally, a patent right is utilized to protect a
product of the patent holder and to distinguish it from others.
Patent marking is a means for protection. But it is not commonly
practiced in Japan.

Patent marking is not mandatory under Patent Law. On the
other hand, provision prohibiting false patent marking yields a
liability against the patentee to monitor marking eligibility
once patent marking has been made.

Patent marking should be encouraged as a means for
preventing infringement. To make this possible, the authors

to amend provision of patent marking and to flexibly
currently standing provisions prohibiting false patent
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I.··· Introduction

Following active investments in research and development, a

huge number of patent applications are filed each year and a

substantial number of patents are obtained eventually. At the

same time, many companies started reviewing their patent managing

maintenance fees are increasing year by year mainly to pick up

costs of the central Patent Office.

If patents are maintained only for boasting of the level of

technology, company people might not weigh the value of patents

appropriately. In some cases, their recognition to patents might

die out; Key issue is, thus, how to utilize its own patents;

Means for active patent utilization include its assignment

or license to other companies which are producing infringing

products. However, allegation of patent validity to demand

patent royalty requires a significant number of human resources

including engineers and intellectual property department people.

Burden of allocation of <·stfch human resources as well as time and

cost becomes excessive. An investigation system t.o find out

potential infringement cannot be established in a short time.

Patent rights are sought because of the desire to protect

patentee's own product or technology. Royalty income might be a

secondary·reason. Ideally, companies should. seek recovery of

investment and profits by selling their products or licensing

technologies which are the outcome of research and technology.

Thus, using a patent right so as to distinguish its own product

or technology from others' would comply with the companies' goal.

Marking of a patent is an easy yet efficient way of utilizing the

patent.

In actuality, however, patent marking is not commonly

practiced in Japan. Although Japanese Patent Law provides that

reasonable efforts be made to mark a patent on a patented

product, patent marking is not mandatory. Once patent marking Ls

exercised, the patentee is required to monitor and administer

marking eligibility. This requirement is to avoid possible false

marking. For companies, patent marking does not yield
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significant legal effect. It simply provides the companies with

a burden of monitoring marking eligibility. In some occasion,

companies may face a risk of criminal offence caused by false

marking due to careless monitoring.

In general, patent marking is considered to attribute to the

prevention of infringement and distinction from unpatented

products. However, if it is very strict about interpretation of

false patent marking, the exercise of patent marking would

probably force patent holders to assume only t.he liability for

administ.ration of marking .

In view of actual situation where patent marking is

unpopular, the authors analyze mechanisms of preventing

infringement and distingu+shi~g from unpatented products.

II. History of Patent Marking in Japan

As discussed above, patent marking is not mandatory under

present. Patent Law. In the former .time r however, it was an

obligation to the patentee. History of patent marking in Japan

is discussed below..

hOld Laws

The first patent marking p.rova.s i.on dates back to 1871.

Obligation of patent marking lasted until 1938 when the pzova s i.on

was aboLdahed , For.the period from 1885 through 1938, failure of

thepatent\marking obligation resulted Ln-exhaust.Lon of the. right

to a damage claim.

The following are outlines of past patent law amendments.

1) The 1871 Law

The first patent marking provision in Japan was

~=';l~~:'..':'..~':''::': .. Ln 1871 and abolished in 1872. A marking ... ,.,." , ,.Ii'"

requirement was set forth in as the 18th article of the law.

Indication of" ~ff " (Patent) together with the

inventor's name was required when a patented product was

marketed.
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2) The 1885 Law,

The 10th article of the law provided for patent

marking, in which any invention was required to bear the

indication of a patented date and term. When marking on the

invention was physically unavailable, indication was

required on a package of the invention. Article 19 set

forth penalties when marking obligation was not

It specifically mentioned that· the patentee was estopped

from claiming damages when and if he failed in marking his

patent.

3) The 1888 Amendment

Amended versions adopted the former Articles 10 and 19

as new Articles 29 and 40 respectively. There were no

substantive changes between the old and new provisions.

4) The 1899 Amendment

Article 56 provides that in the absence of patent

marking, the patentee could claim damages against a willful

infringer only.

5) The 1909 Amendment

This amendment allowed the patentee to request his

licensees or others to mark on patented goods. Article 64,

Clause 3 was substantially the same as Article 56 of the

1899 Patent Law. By regulations under the Patent Law,

marking specification was determined, including the

indication of" ~ff "(Patent) in kanji character

together with the patent number.

6) The 1922 Amendment

With regard to process patents, the new law provided

for an indication different from one for the product patent,

namely," 1J~~~!9' "(Process Patent) on goods manufactured

by the patented process.
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~ Current Law

The current law was substantially revised in 1938 to comply

with the Paris Convention which set forth in Article 50:

"No indication or mention of the patent, of the utility

model, of the registration of the trademark, or of the

deposit of the industrial design shall be required upon the

product as a condition of recognition of the right to

protection. "

Provisions regarding failure in marking obligation were

deleted in view of conformity with Article 50 of Paris Convention

and patent marking was provided as a non-compulsory obligation.

Article 50 of Paris Convention was construed that failure of

marking should not cause any discriminating effect.

1) The 1938 Amendment in part

Reflecting the foregoing construction, the marking

provision (Sect. 64, Clause 3) waS deleted from the 1909

law, and new Section 187 was included which read:

"A patentee or an exclusive or non-exclusive licensee shall

take steps, as prescribed in an ordinance of the Ministry of

International Trade and Industry, to mark the patented

product or a product produced by the patented process

(hereinafter referred to as "patented product"), or the

packaging thereof, with a statement to the effect that the

invention of the product or the process has been patented

(hereinafter referred to as "indication of a patent").

III. Relevant Provisions

discusses patent marking provisions and provisions relevant

thereto under the present patent law.
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~ Patent Marking (Section 187, Patent Law)

1) Persons entitled to marking

Persons who can mark are limited to the legitimate

proprietor. To be more specific, a patent owner, an

exclusive licensee or non-exclusive licensee can do that.

If patent marking is made by a person who is nota

proprietor, such marking might constitute false marking

under Section 188 as discussed later. Intention of marking

by non-proprietor would be a free~ride on publicity of a

legitimate product. Leaving them as they are does not

comply with·· the gist of Section 188. For this reason, the

infringing products cannot be assigned to be tantamount to

the patent-associated products.

Patent marking by others also would be subject to the

Unfair Indication Law, Clause 3 of Article 4.

3) Subjects for marking

El Product patent

When a patent is granted to a product invention,

marking must be made on the product or its packaging.

£l Process patent

When a patent is granted to a process invention,

marking must be made on goods produced by the process

or on its packaging.

£1 Application for process patents

With respect to process inventions other than

those for manufacture, there are no applicable

provisions in Patent Law. However, in view of

encouragement of patent marking, relevant law and rules

should be amended so as to allow marking on a product

exclusively used for the patented process.
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4) Method of marking (Regulation under the Patent Law

Article 68)

5) Judgment of eligibility of marking objects

Patept marking is allowed only for a subject matter in

association with a patent which includes a product per se in

case of a product patent, and goods produced by a process in

case of a process patent.

Practically speaking, it is not easy to objectively

determine whether goods' on which patent marking is made

falls within the technical scope of an invention as

Patent) and

(Patent) and the patent"

xxxxxxxxxx)

xxxxxxxxx)

~a~;!;;;t"R.r.Jf.Z'1.,RT "(Process

must be indicated.number

Product patent

Characters " ~~

(Example:

the patent

(Example:

Characters "

number must be indicated.

a)

Ql Process patent

amplll),t to the patent-associated product, marking on that

goods might constitute a false indication. For this reason,

the patentee is required to be very careful about

appropriateness of the indication. Objective determination

can be made with the aid of opinions frQm patent experts

including outside patent attorneys. The most reliable

approach is a request for judgment by the Patent. Office

(under Article 71, Patent Law.) However, it takes a

comparatively long time and complicated procedures until the

requested judgment is obtained.

whether ~heir own prOduct is the patent-assQciated product

under the patent law. Being a patentee, he might be

inclined to broadly interpret the scope of his patent

thereby allowing him to 'argue that his product is fully

covered by his patent. If there are arguments about
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eligibility, the court will finally hear the case. However,

in view of the desirability that patent marking should be

encouraged, corporate patent specialists should be given a

discretion to decide whether to provide patent marking on a

product when they reasonably find it to fall under their

patent. One of the reasons for such discretionary judgment

is because requirement of judgment from

outside experts would substantially make patent marking

restrained.

6) Points to be considered

£1 Marking on relevant items

Patent marking is admissible for the statutory

patent-associated product and·· its packaging. When

direct marking on the patent-associated product is

difficult, the patent can be often mentioned in

advertisement brochures or promotional descriptions.

these descriptions··· are not ·regarded~ as

legitimate patent marking under the current law. So

far as the product described in that brochure is the

patent-associated product, false marking might not be

constituted. Description of a patent in relevant

brochure would, of course, be effective for the general

public in view of distinction of a patented product

from others. Competitors shall also be warned of the

patent, which would avoid future infringement. Thus,

indication of" ~i!!f "and the patent number on

relevant brochure seems effective to prevent future

infringement and to impress the technological level of

the manufacturer.

Ql position of patent marking

Patent marking aims at preventing future

infringement problems. In view of this objective,

marking should be made on a portion where competitors

and consumers can easily recognize it.

Assuming that the patent-associated product is in
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use, patent marking would be appropriate if it is made

on a position where users can see it. However, when

the product is for hand-carry, marking is usually made

on its bottom. If marking is recognizable only after

taking apart, such marking will not cause competitors

to avoid infringement. If patent marking is worn out

or flaked off by everyday use, it would be legitimate

to make it somewhere appropriate within equipment.

£1 How to mark

The characters" ~~!!f "and its patent number

should desirably be imprinted as part of the product.

In view of convenience, however, a label with the

characters of" ~~ " and its patent number may be

attached to the product. When the label is secured to

the product, there shall be no problem. However, if it

peels off before the marked product reaches final

consumers, such marking would not constitute patent

marking. Thus, secured attachment on an appropriate

position is required thereby not allowing peeling off

tosubjectisthis prov~sion

Patent Law.

Any person who violates

penalties under Section 198 of

1.... Prohibition of false marking (Section 188, Patent Law)

Any goods with the indication of a patent is received by

users or consumers as a value-added item which is different from"

conventional products. It can be in a better position than

others for commercial transaction. There shall be some persons

who, expecting such advantageous position, want to place false

marking on goods which are not associated with any patent.

Section 188 of Patent Law thus prohibits this kind of acts

unfair competition.
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marking is made in such manner that the .unpatented

goods is indicated as if it is already patented ..•.

the foregoing

display is

With respect to the products under

paragraph a), assignment, lease or

prohibited.

£1 Marking on advertisements for unpatented goods

Marking on advertisements for having others ... make

9...l.. Marking on advertisements involving unpatented

process

Marking on advertisements for having others make

or use goods with unpatented processes are prohibited

if marking is made thereon in such manner that the

unpatented process is indicated as if it already

patented.

121 Assignment or display of a product with false

marking

2) Troublesome indication

In actuality, following indications are troublesome.

II Indication omitting a patent number

When the character"!/ijfilf " is solely

indicated on a product which is not covered by or

associated with a patent, such indication is confusing

as legitimate patent marking. Such indication should

be interpreted as false marking. However, when a wrong

1) Prohibited acts

II Marking on unrelated products or its packaging

Prohibited is patent marking on unrelated

products or their packaging as well as

confusingly similar indication thereon. More

specifically, the indication of a patent number

is when a product is totally

irrelevant to any patent.
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patent number is indicated on a product which is

covered by or associated with a patent, it would not

constitute false marking.

£1 Marking after patent expiration

When a patentee continues to mark his patent on

the patented product even after the expiration of his

patent, such marking should be considered to be false

marking because his product is no longer the patent

associated product. Likewise, when patent marking is

made on the patented product while the patent is still

valid and the marked product be marketed after the

patent expired, false marking should constituted.

£1 Patent marking during pendency of an patent

application

Such indications as" ~~!fl±l~li~ xx-xxx" , (Patent

Application No. xx-xxx)," ~Wfl±l!ftr:p ", (Patent

Pending), or "Patent Pending No. xx-xxxx" would not

constitute false marking, as they are not regarded as

it would be inappropriate for the patentee to indicate

his patent in stich a manner that users read it as if

entire equipment is covered by the patent. However,

such expansion may and may not constitute false

marking. A key t.o : determination is the degree of

expansion. Let us take a word processor in which a

There is a case in 1916, in which the court held.

that the indication:" 4;!j!!f~)ti " (p ate n t

application was already filed) would possibly be

interpreted to indicate that a patent was granted and

that it would be confusing. In these days, however,

the patent system has been well recognized and people

would not read it as saying "a patent is granted."

Sl Expanded patent marking
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patented power switch is used, for instance. If

indication is made so as to imply a patented word

processor and newspaper advertisement is made with that

indication, it would constitute false marking as the

indication extends to portions which are not covered by

the patent. Apparently, such indication functions to

that even unpatented portions are associated
cc,CcCc_ cc_c",c_cc __cc'''' ,,'cc ,_,_,:

with the patent.

~ Indication in English letters

When an indication is made in corresponding

English, for example, Pat. No. xxx, on a product

produced in Japan, it would not be false marking as

long as the product is properly covered by the patent.

~ Penalty for false marking (Articles 198 and 2011

False marking is subject to following penalties.

1) Patent Law, Article 198

A person engaging in unlawful acts as defined in Patent

Law, Article 188 is liable to imprisonment for less than 3

years or to a fine less than 200,000 yen. By the

forthcoming law amendment which is scheduled to be in effect

early part of the next year, the limit of 200,000 yen shall

be increased to 3 million yen.

2) Patent Law, Article 201

When a representing officer of a legal entity or a

representative employer or other employees of a legal entity

or natural person has violated Article 198 with regard to

the business of that entity or person, the legal entity or

natural person shall, in addition to the offender, be liable

to the fine.
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~ Relations with other law

1) Civil Law

When false marking was willfully or negligently made.

and damage was caused by the false marking, claim for

damages might be admissible under Article 709 (unlawful

acts) of Civil Law. Even without willfulness or negligence,

return of profits might be claimed under Article 703 (claim

for restitution) of Civil Law.

2) Criminal Law

Article 246 of Criminal Law (Fraud) provides that a

person who unlawfully gets other's property by fraud is

subject to imprisonment for 10 years or less. While a

requirement for false marking is an inappropriate

indication, deceit requires the existence of a cheated

property. Thus, when a property is taken due to false

patent marking, deceit would be constituted.

3) Unfair Competition Prevention Law

Unfair Competition Prevention Law provides in Clause 5

injured from a false indication on goods or in advertisement

which would be misleading as to quality, contents, etc. of

goods, a claim for discontinuance of such act can be filed.

It also provides in Article 1-2 that a person who

committed any act defined in the foregoing Article

intentionally or negligently is liable to damages.

Article 5 stipulates that any person who made false

indication on goods or in advertisement likely to mislead

the public as to quality, contents or the like of goods is

liable to for 3 or less or a fine in the
·······c·············· ··········· ..·····I·~·· ..·········

amount of 200,000 yen or less.

Thus, false marking would constitute a violation of

Unfair Competition Prevention Law.

Under the criminal provision (Clause 1 of Article 53 of

Criminal Law), one of the severest punishment is applied

when an unlawful act constitutes violation of multiple laws.
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Thus there shall be no multiplied punishment under Patent

Law, Criminal Law and Unfair Competition Prevention Law.

IV. Effect of Patent Marking

~ Relationship with Paris Convention

The Convention Paris provides in Article 5D that no
",,,cccCe"I" c" ""',"cc,,·,,""'cc ·'",·,,·c· '.,.". .c. "c ,'c, '" 'cc,c",

patent marking shall be required on the product as a

condition of recognition of the right. This provision simply

confirms that absence of patent marking or indication .would not

render patent protection unavailable. It is a discretion of each

member country so far as a patent right is protected, whether to

treat disadvantageously if the patentee fails in marking or to

treat advantageously if he meets marking requirements.

The provision of 35USC287 is a good example which sets

forth:

recovered by the patentee in any action for infringement,

except on proof that the infringer was notified of the

infringement and continued to infringe thereafter, in which

event damages may be recovered only for infringement

occurring after such notice."

To the contrary, British Patent Law provides in Article 59

that damages shall not be awarded. against a defendant who proves

that at the date of the infringement he was not aware, and had no

reasonable ground for supposing that the patent exited and that

the patentee may rebut such infringer's defence if he marked his

patent appropriately.

In Germany, patent marking is helpful for establishing gross

negligence of an infringer.

In France and Sweden, bad-will can be presumed or proved

against an infringer when patent marking is appropriately made.

In Italy, Belgium and Brazil, the patentee can overcome

good-will arguments by infringers when patent marking is

appropriately made.
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~ Effect in Japan

The 1938 amendment removed the sentence to the effect that

in the case of failure of patent marking, the patentee is allowed

to sue for damages only against an infringer who has been aware

that the product is patented. Thus, disadvantage of no marking

was eliminated.

The currently standing provision states that the patentee,

exclusive licensee or non-exclusive licensee must make efforts to

mark his patent. This provision, however, simply has words for

encouragement of patent marking. But it would be helpful for the

patentee in refutation against infringer's argument about

presumed negligence which is available under Article 103 of

Patent Law. Willfulness or negligence on the part of an

infringer is one of the requirements for a damage claim (Civil

Law, Article 709).

However, patent marking is of no effect for a restitution

claim under Civil Law, Article 703 as willfulness or negligence

is not a prerequisite.

Apart from the effect of refutation in terms of a damage

claim, patent marking provides manufactures with an implication

fr6munpatented products.

~ Necessities of amendment and flexible application of

articles of Patent Law

As discussed above, the 1938 amendment eliminated a sentence

providing for a legal effect of patent marking. Elimination was

reportedly necessary for conformity with the provision of Article

5D of Paris Convention.

Under U.S. law, patent marking constitutes a constructive

notice the patentee is entitled to claiming damages.....................
dating back to the time of marking. Under this circumstance,

notice to an infringer is not required. It can be interpreted

that USA puts positive legal weight on patent marking.

Like in the U.S., it might be possible in Japan to

positively admit the claim for damages to be effective as of the

time when patent marking is made. However, litigation would be
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inevitable for the admission of such a damage claim, which would

be a problem in view of efficient utilization. of the patent

right.

As discussed above, patent marking is effective for

refutation against presumed negligence in a damage case. In

addition to this effect, an effect of preventing infringement

should be secured in a simpler. practical fashion. For

purpose, currently standing relevant provisions would be amended

as well as flexible law interpretation.

Under the current provisions, the subject matters for patent

marking are limited to patent-associated goods and their

packages. Suggested is, thus, a law amendment to allow the

inclusion of certain category of written materials including

brochures and manuals of the patented product. If the suggested

amendment is made, even a small item on which patent marking is

physically unavailable would enjoy the effect of alerting

potential infringers.

marking should be flexibly applied to "confusing" indications,

thereby allowing an indication of a representative patent OIl; ..h i s

product catalogue even if goods appearing on the catalogue,is

unrelated to the patent. This would have an effect to appeal

manufacturer's technical qualifications to users while preserving

the effect of alerting the patent on the brochure.

For matured industries, patents are only means for

protection of their own products. Compared with litigation which

is usually costly and time-consuming, patent marking would

provide a simple yet· effective means for preventing competitors

from infringement, if the legal effect of patent marking is

strengthened.

V. Conclusion

Many patents are granted each year. Proprietary

consciousness is enhanced gradually. However, environment to

prevent patent infringement is still insufficient. On the other

hand, Patent Law is expected to be revised next year
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significantly. As a result, false marking prov~s~ons are to be

amended and the amount of fines will be significantly increased.

Increased punishments, unless appropriate changes are made

regarding patent marking, would discourage the use of patent

marking.

Therefore, the patent marking prov~s~ons should be revised

so as to foster the environment for the better use of patent

marking. Statutory subject matters should include certain

category of written materials. At the same time, the scope of

"confusing" indications should be flexibly detemined. With

these legislative amendments and flexible interpretation,

practice of broader patent marking would be available and future

infringement might be prevented more effectively and practically.

Finally, it will be beneficial for Japanese companies to

learn about patent marking practice in USA where patent marking

environment is more favorable than Japan.
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OCTOBER 8, 1993

............ ·····liO'fToAVofoPOTENfIAIpATENT·TNFIHNIlEf.fENfSASED·
ON AN APPROPRIATE PATENT CLEARANCE PROGRAM

Carol Lewis
Patent Counsel

Lanxide Corporation

I. MONITORING THE STATE OF THE ART (DOMESTIC AND FOREIGN)

-Domestic and Foreign Patent Office Publications - e.g.,
Official Gazette, PCT Gazette

- Commercial Searches - e.g., LEXIS/NEXIS, Derwent, DIALOG

-. Trade.PublJcatJons".e. g,. Ceramics Bu] 1eti n,Journal of
Metals, ASM International

- Trade shows attended by marketing people

- Professional society meetings attended by researchers

- Consultants· both from technical and business perspectives
(e.g., market analysts, universities, etc.)

- Other contacts - agents, business/venture partners bring to our
attention relevant technology

- Competitor activity - e.g., brochures and publications

II. WHEN POTENTIONALLY CONFLICTING TECHNOLOGY/PATENTS IDENTIFIED

A. Domestic

- Obtain and review file histories of U.S. patents

- Monitor publications - business, technical, product literature

- Consult with business analysts

Consider capability to "design around"

- Contact outside law firm for independent opinion when warranted
based upon in-house opinion
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B. Foreign

- Follow progress of foreign prosecution

. Consider filing opposition

. Monitor publications - business, technical, product literature

Consult with business analysts

- Consider capability to "design around"

- Contact outside law firm for independent opinion when warranted
based upon in-house opinion

m. NEW PRODUCT DEVELOPMENT (DOMESTIC AND FOREIGN)

- Research/marketing contacts Patent Department regarding new
applications for technology

-----------------T-ypicaliJ,;1muH:aneous-l-Y-with-tlre-product-deveclopmen~appropl"i-atr----------j~c_ ..-.
narrowly focused search carried out, including means used for
monitoring (above). to clear the specific application for
development/manufacturing
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AVOIDANCE OF INFRINGEMENT

.. 1. ...."Thecornerstoneof.3M!spolicyisthat"3Mshallnotinfringeor····· ..

use without permission the valid, enforceable intellectual property

rights of others." This is consistent with 3M's polley that

intellectual property, whether it be 3M's or another's, must be

respected. Implementation of that policy takes many forms.

A. 3M technical personnel are charged with responsibility for

knowing the prior art, including, of course, the intellectual

property-of-others- ··It ·is their responsibility to caUto 3M's ~ .

. patent attorney's auentlon patents relating to products under

development by 3M. This may occur at various stages of

product development or in the context of assessing

patentabllity of inventions embodied In the product, or its

method of manufacture or use.

B. 3M's Office of Intellectual Property Counsel organization

mirrors that of 3M. Thus, each business unit has at least one

patent attorney assigned to it. This enables the attorney to

be familiar with the business plans, including product

development, of the unit to which he/she is assigned. The

patent attorney is also advantageously positioned to become

familial' with competitive activity, competitive products, and

associated patents owned by competitors. Prosecution of 3M

patent applications also serves as a vehicle for becoming
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aware of relevant patents of others. Through this close

association between patent attorney and business unit, the

likelihood of detecting potential infringement problems is

enhanced.

C. Part of the formal approval process for launching products

entails reviewing the patent literature for potential

infringement. The business unit must confer with its patent

counsel to assure that the product in question is free of

Infringement. Any patents recognized .as presenting potential

infringement problems are reviewed by patent counsel. If a

colorable question of infringement arises, both infringement

and validity are investigated and opinions written, either by in-

product launching approved. In this manner, 3M seeks to live

up to its basic tenet quoted above not to· infringe the valid

patents of others.
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HOW TO AVOID POTENTIAL PATENT
··OORlNGE:MENTB:ASEDUNAN'·············· .

APPROPRIATE PATENT CLEARANCE PROGRAM

Tom DesRosier
Director, Patents and Trademarks
Genetics Institute, Inc.

1. Regular monitoring by attorney (assigned by technology/product area) of:

A. Commercially designed search reports (e.g., "GeneticEngin~ering"
report published weekly by Derwent - cost $1,600/year after paying
annualDerwent"membership"··fe¢) .

B. Reports from self-designed and self-executedon-line searches (e.g.,
on DIALOG or ORBIT, both of which have the Derwent-and
Inpadoc databases on their systems - cost $1,OOO/year)

C. Annual reports, lOQs, etc. of competitors

D. Analyst reports on competitors

E. TradelIndustry publications (e.g., Bioworld, Biotec Law Report,
Genetic Engineering News, etc.)

II. "Watches" established through local agents on potentially conflicting
applications (identified through monitoring procedures above) to:

A. Follow prosecution of competitors application to identify
strengths/weaknesses and monitor scope of claims .

B. Be sure opposition period not missed
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III. Formal procedure for "Pre-Development Patent Clearance" followed for
every new product (see fOrm), keys to success being:

A. Simplicity

B. Client education on importance of procedure

C. Attorney staying up-to-date on client's R&D activity

D. Adequate follow through when potential issued/granted blocking
patent discovered (see SOP)

IV. Quality Assurance Program - for major product development, different
attorney (sometimes outside attorney) assigned to start from beginning to
independently run patent clearance
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PRE-DEVELOPMENT PATENT 'CLEARANCE

PROJECT:

DEScRiPTION "OF ·····cLEARAN'cEllliQtJ.ESTEjj·······(i5escribejatt;l~h

. description of product to be made for sale, intermediate products, step-by-step
process used, all contemplateduses for product; where clearance being requested
is for change in existing product/process/use, only describe change):

CONTEMPLATED COUNTRIES OF MANUFACTURE, USE OR SALE:

KNOWN LITERATURE REFERENCES (journal articles, patents, etc.):

REQUESTED BY: ~_~_

SUPERVISOR: _

REQUEST APPROVED:~--;7"___._;_;;::__-------
Functional VP

CLEARANCE OBTAlNED:.,,---;---;-;;;;-c,--- _
Legal Affairs
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SOP WHEN DETERMINATION MADE THAT
SIGNIFICANT RISK EXISTS THAT THIRD PARTY
PATENT MAY BLOCK IMPORTANT GI PRO.TECT

Upon determination by the Director, Patents and Trademarks (Director), in consultation
with the General Counsel, that a significant risk exists that a third party patent may block an
important GI project, the following procedure shall be followed:

The Director shall notify the Executive Committee of the existence of the patent and shall
form and chair a task force which will also include a representative from Research, Project
Management and either Marketing or Business Development, as designated by the
respective functional EVPs;

The task force shall promptly evaluate the situation and report to the GI Executive
Committee the relevant facts and recommend an action plan, including time-table, for
addressing the situation, such action plan including one or more of the following:

• obtaining a written in-house. and/or external legal opinion that the patent at issue is
invalid, unenforceable and/or not infringed,

• negotiating with the third party for a patent license, .

• authorizing the appropriate research and development resources to attempt to design-

In carrying out the action plan (including any modifications suggested by the Executive
Committee), the task force shall report progress to the Executive Committee on a monthly
basis;

The task force shall obtain Executive Committee approval before significantly modifying
the action plan;

Upon resolution of the situation, the Director shall circulate a Final Report describing the
situation and the steps taken to reach the resolution, and shall obtain sign-off by the
President and EVPs signifying concurrence with the resolution of the issue.
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SUMMARY
U.S. GENERAL ACCOUNTING OFFICE REPORT

on

U.S. COMPANIES PATENT
EXPERIENCES IN JAPAN

This sunvnary is prepared by Gary A. Samuels in connection with the
Report of Convnittee #4 for presentation at the Fall 1993 Pacific
Intellectual Property Association Meeting.

I. Companies Surveyed

300 U.S. firms were surveyed
All active in patent matters
About 60% had sales over $1 billion annually
Half were diversified companies
16% were chemical companies
15% were biotech companies
14% were semiconductor companies

II. Resylts of Survey

a) 39% were dissatisfied with prosecution in the JPO
21% were satisfied

3% were dissatisfied with prosecution in EPO
74% were satisfied

c) Percent of companies that had problems with costs:

in Japan 42%
in Europe 20%
in U.S. 12%

13% were dissatisfied with prosecution in the USPTO
62% were satisfied

b) Percent of companies that had problems with length of time to obtain
a patent:

in Japan
in Europe
in U.S.

42%
6%
5%

(6-7 years)

d) Percent of companies that had problems with scope of claims:

in Japan 41%
in Europe 6%
in U.S. 5%
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e) Percent of companies that had problems obtaining patents for
pioneering inventions:

in Japan 39%
in Europe 9%
in U.S. 7%

f) When asked if scope was too narrow in Japan, 71% said "yes, it was."

g) There is a perception that important inventions in a field are
treated harshly. One company reported that it had no trouble
getting its first 10 patents because the technology was so new it
was not understood. But when the technology was realized by the JPO
to be important, the company has not been able to obtain any patent
for over 5 years now.

h) Patent Flooding

12% felt this was "very great."
Seems to be mostly in the electronics area.

i) Pre-Grant Oppositions

45% of the companies had an application opposed in the last 5 years.
That is a lot. It is a lot more than in the EPO.

Of those, 71% had 1-5 opposers and 15% had 6-10 opposers. That is
far too many for efficient operations, especially when theJPO
reviews the opposition consecutively.

j) Fees

The survey found that Japanese benrishi charged about 3 times more
than U.S. patent attorneys.

The survey found that the average per-word cost for translations in
Japan was 43 U.S. cents; while for translation into German in
Germany, it was only 32 U.S. cents.

k) Patent Office Examination Quality

JPO - 37% were satisfied
- 23% were dissatisfied

EPO - 84% were satisfied

USPTO - 61% were satisfied
- 19% were dissatisfied

1) Clarity of Office Actions

44% were dissatisfied, saying the actions are overly brief and
vague.
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There is some indication this is changing - but slowly.

m) High Technology

Of those companies deemed "high tech," 50% reported very great or
great problems in Japan. But only 34% of non-high-tech companies
reported problems.

1. 87% said they fi 1e appli cat ions in Japan that are virtually the same
as their U.S. applications.

2. Only 28% back-translate claims.

3. 81% said that no one in their patent group has ever had an interview
with a Japanese examiner.

4. U.S. applicants "often" send. their U.S. applications to Japan only a
week or two before the priority deadline. The benrishi will divide
the case up among several translators - of varying qualifications.

5. U.S. applications are "U.S. style" and say little about "effect of
the invention on solving a problem" or about "the meritorious
advant~age"Uofthe TnventioiLU...... ...............~.

Claims prepared by U.S. attorneys usually contain detail not needeq
in Japan.

Moreover, the claims are usually much broader than the supporting
examples.

All these practices relate to the format of the application and with the
ever-increasing popularity of a single PCT application, it is difficult
to prepare an application specifically for Japan. Query - how extensive
can revisions be made after the PCT applications is nationalized in
Japan.

IV. What policies in Japan contribute to this dissatisfaction?

1. Long pendency time when counted from the priority date.

2. Too few examiners.

3. Pre-grant oppositions.

4. Practice of filing many, narrow applications on incremental
improvements.

5. Narrow scope of claims demanded by Examiners.

6. Lack of discovery.
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7. length of court proceedings.

8. limit of damages to a reasonable royalty.

V. What Can Be Done?

The report discussed harmonization efforts.

In addition a very interesting article in the May 1993 issue of the
Japanese AIPPI Journal on pages 87-97 by Harold C. Wegner titled
"International Patent law Developments" proposes alternatives if
worldwide harmonization faces obstacles. He proposes that the U.S. and
Japan conclude a bilateral harmonization.

VI. What are Some Policy and Practice Changes That Woyld Help Reduce
Dissatisfaction?

The Report says the U.S. Government urges:

1. Quicker examination in Japan.

2. Post-grant opposition in Japan coupled with expedited oppositions
with decision on all issues raised by all opponents. .

3. Adoption of 12-month grace period in Japan.

--~------4....--The-ab-i·H-t-y-to-f+le-;'n--Eng-Hsh--in-Japan-i-n--order-to-ensure-----------------+--·-- ---.-
correction of translation errors.

5. Adoption in Japan of a doctrine of equivalents.

The report says that:

1. 64% of the companies desire that the U.S. go to first-to-file. This
number rises to 75% for firms with over 10,000 employees.

The report does not endorse any changes in the way U.S. practitioners
practice, but the implication is that they should:

1. Revise applications to fit Japanese style, format and claim
interpretation.

2;-r--send-pr-tor itydocumentto-Japanmuchearlierthantheydonow'"
(again, PCT procedures may make this difficult).

3. Coordinate more closely with Japanese patent attorneys handling the
U.S. cases.

GAS/sjp
0169JlC
9/1/93

656



(6) Statutory Provisions:

(5) Keywords: Utility Model, amended Utility Model Law,
Technical Estimation Report

Japan has amended Utility Model Law to meet the requirement
for early production for technologies and the shortening of life
cycle of products. The amended Utility Model Law has brought·
great innovation to the Utility Model System of Japan by
introducing an Early Registration System requiring no substantial
examination, shortening the term of rights, introducing a
Technical Estimation Report System, etc. In this paper, the new
systems based on the amended Utility Model Law are discussed in
consideration of the application thereof to enterprise
strategies. This amended system is applied to the protection of
short life-cycle technologies, and it is not necessarily
effective for the other technologies which require a long time
for practical use or have a long life cycle. Accordingly,
enterprises are required to select one of this system (Utility
Model System) and the Patent System in consideration of the time
for the working of a technology to be protected and the life
cycle thereof.
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1. Introduction

In consideration of the situation of the early production

for technologies and in order to meet the shortening of the life

cycle of articles, Japan has amended Utility Model Law. The

present amendment of Utility Model Law has brought great

innovation such as adoption of an early registration system

requiring no substantial examination, shortening of the term

(duration) of rights, adoption of a technical estimation report

system, etc., which have not been hitherto existed in Utility

Model System of Japan. Under the present condition that

affection of the industrial property rights (patent and utility

model registration rights) as a competition strategy on the

market situation is not negligible, mere alteration of a

technique on application proceedings would not meet the great

innovation of the law on which the patent strategy is based.

Accordingly, the new system has been examined to find out

preferable applications thereof in consideration of the situation

of this system in the enterprise strategy.

On the background that development competition of novel

technologies has been increasingly intensified, early production

for technologies, early triteness of articles and diversification

of fancy cause the life cycle of articles to trend to be more

shortened, and at present, various articles having short life

cycle have appeared on the market.

In Japan are coexistent .the patent system and the utility

model system, which differ in the term of rights and the fee

system, but are basically identical in the examination system and
•••• M ................... • •

substantiality of a

right through a substantial examination, and thus it takes a long

time from the filling of an application till the grant of a

right. As a result, even if a right is granted, an article

associated with the right becomes trite, or its life cycle is

terminated at that time. Accordingly, the present system does not
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meet the shortening of the life cycle of articles.

In view of the foregoing, in order to satisfy a requirement

for early protection of articles, the amendment to Utility Model

System has been made to achieve early grant of rights.

In the present system, a right is granted after substantial

requirements have been examined. However, in the light of

"protection of short life-cycle technologies", the new system

examines only fundamental requirements for an application"and

examination to grant a right. The' fundamental requirements

correspond to protection capacity, public policy (public order or

morality), unity of application (invention) and insufficient or

unclear description of the specification, and these are not

relevant to the substantiality of the utility model (article

6.2). Where an application has faults with respect to the formal

and fundamental requirements, an official action for amendment to

these faults is issued. If no response is submitted or a response

is insufficient, the application would be invalidated (article

2.3). The requirements for protection such as novelty,

inventiveness (inventive step), etc. which have been examined in

the present system are also usable in this system as reasons for

invalidating a registration.

(1) Proceeding for grant of rights

3. Summary of this System (new Utility Model System)

There are many different points between the new (amended)
"""""",",,1""""" """ -r-r-:-:

Utility System present --

amended points will be described hereunder, and characteristics

thereof will be briefly described.

(2) Publication (Kokai)

In the present system, an application has been laid open to

public inspection after the lapse of a period of at least 18

months from the date of the filing of the application. However,
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in the new system, an application is laid open to public

inspection early after registration (about six months from the

filing date of an application)

(3) Amendment/Correction

Difference exists in the limitation of content and time

between the new system and the present system. In the new system,

as to the limitation of the content, addition of a new matter is

not permitted (article 2.2(2)). As to the limitation of the time,

the amendment to an application is permitted until the

registration of the application and for a short period as

provided for in a government ordinance (article 2.2(1)).

The correction after registration is limited to only

cancellation of claims, and correction to clerical or

typographical errors and clarification of unclear description

which have been permitted in the present system are not permitted

in the new system (article 14.2).

(4) Relationship between earlier and later applications

Double registration is inhibited between an utility model

application and another patent or utility model application also

in the amended Utility Model Law, and only the prior (earliest

filed) application may be entitled to registration (article 7(1),

7(3), and second paragraph of article 37(1)). As to the

applications having the same filing date, an official instruction

for consultation is substantially abolished in this system. In

the case where patent and utility model applications compete with

each other, the patent application has a reason for rejection

while the model has a reason for
0 •• 0.000..0•• 0•••••0 ••••••0. '.0 .,

invalidation. In the case where utility model applications

compete with each other, each of these applications has a reason

for invalidation (article 7(2), 7(6), and second paragraph of

article 37(1)).

According to the amended utility model law, the conversion

(alteration) between patent and utility model applications and
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the conversion (alteration) between utility model and design

applications are also permitted like the present utility model

system. However, the limitation of the time is different between

the new system and the present system (article 10, article 46(1)

of Patent Law, article 13(2) of Design Law).

In order to meet "protection of short life-cycle

technologies," the term (duration) of rights is set to six years

from the date of the filing of the application (article 15). A

registratio~ fee for one to three years must be paid together

with an application fee at the filing of the application (article

32(1)).

(6) Appeal for invalidation

Valid.i.ty of a right is judged ina.na.ppea.l (trlar) procedure

for invalidation before Board of Appeals. In addition to the

substantial requirements as stipulated in the present system,

addition of a new matter is a ground for invalidation (article

37). In addition, alteration of the gist of a request for

invalidation appeal is not permitted (article 38(2)). Correction

during the invalidation appeal procedure is permitted in the new

system.

The "Chuyoken" is abolished in the new system (article 20).

The Chyuoken is a non-exclusive right which has been granted to

the good-faith proprietor of an utility model right under

practice of the utility model or preparation threof before a

request for invalidation appeal.

(7) Technical Estimation Report System

In principle, the parties are required to judge whether the

substantial requirements for a right are satisfied because the

right is granted with no examination for the substantial

requirements. However, a validity judgment on the right is
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difficult because it requires technical and special knowledge,

and thus a third party may suffer an unexpected detriment. In

view of the foregoing, the technical estimation report system is

introduced in consideration of the balance between the proprietor

and the third party.

Any party, including an applicant, may make a request for

technical estimation report every claim on an utility model

registration application or an utility model registration

(article 12 (1) ). The_ request may be filed after filing of an

application as a matter of course, but may be filed even after

registration and after extinction of an utility model right

(excluding after the right is invalidated by a decision of

invalidation appeal) (article 12(3)). A request for technical

estimation report may be made for the same claim by any party and

at any time, and no restriction is imposed on the request. The

request for technical estimation report cannot be withdrawn

(article 12(5)).
Where a request for technical estimation report is filed,

the fact that the request _has been filed is published in an

utility model publication (article 13), and an examiner carries

____---.OllL-aILce.sLima_tioIl-(-ar.ticle...-.l.2(-L)--,-l2(2-)~and~12-(.A-)-)--_:lo_L_no.y-.el_t¥~~~~kc-_

(article 3(1), excluding public knowledge or use), inventiveness

(article 3(2)), enlarged interpretational relationship between

earlier and later applications (article 3.2) and earlier and

later applications (article 7) every claim for which a request

for technical estimation report is made. Theprepa:r-ation term for

the report would be set to about six months if the request is

filed simultaneously with the filing of an application, and about

three months if the request is filed after the registration.

The new system stipulates that the right cannot be exercised

until after a warning with a technical estimation report is made

---(artIeIe-:t9:1j:---Tnetecl1nIcalestIrnatfonreport--Isan6J:5:ieeHiTe·
judging material for validity of a right, however, it has no

legal enforceability.
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(8) Infringement

No change is made to the effectiveness of a right (rights

for demanding an injunction, payment of damages, return of undue

profits, etc.).

The provision stipulating negligence presumption of an

. payment of damages to an infringer, the proprietor carries the

burden of proof for intention or negligence of the infringer

(article 709 of Civil Law). As to the proprietor's liability for

the right exercise, duty of care is imposed on the proprietor to

prevent misuse of the right (article 29.3).

When an infringement suit is brought, in addition to the

judge's discretion which is permitted in the present system, a

defendant is also permitted to file a petition for ceasing the

suit proceeding after a request for invalidation appeal is filed

(article 40.2).·········1 . .

4. Effective Use of This System

(1) Object to be protected

The gist of the amendment of Utility model Law is

"protection of short life-cycle technologies", and the main

characteristics thereof are the non-examination registration and

the shortening of the term of rights (six years from the filing

of an application).

Like the present system, an object to be protected is

"shape, construction or assemblage of an article", and no

registration is permitted for "chemical substance", "method",

etc.

In the light of the gist of the amendment, in the following

cases, an applicant is recommended to file an utility model

application more preferably than a patent application:

( 1 ) where an

of the

early practice

application
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simultaneously with the filing of the application or

early after the filing). However, attention should be

paid to some points (see "(5) Chuyoken" as described

later) ,

(2) for technologies having short life cycle (for example,

fashionable articles, toys, miscellaneous articles for

daily use, devices and equipments associated with

computers, etc. can be considered),

(3) for relatively minor inventions (parts in a device,

technologies which can be replaced by other means,

etc. ) ,

(4) where others are expected to want to sell a product

having the same content as the technology associated

with the filed application,

(5) where marking of "registered" is expected to be

significant for a commercial effect (in this case, the

purpose is achievable when the application is merely

registered irrespective of its validity), or

(6) where possibility of the appearing of improved

technologies is low (it is difficult to obtain the

right for an improved technology because it is

registered and publicly known after a half year from

the filing of the application).

The utility model application has a merit that it can be

registered early, but has a demerit or risk. Therefore,

utilitymodel registration application and the patent application

when the application is filed.
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(2) Limitation of amendment to specification

(a) Amendments to the specification, etc. after filing and

before registration are also permitted after the Utility

Model Law is amended. However, since such amendments are

limited in content and term, a specification. clarifying the

difference from a prior art is required at the time of

situation that Japan adopts a first-to-file principle in

which the earliest application is dominantly granted,

clerical or typographical errors and unclear description may

occur in an application because.theapplication is required

to be filed as early as possible, Accordingly, in this case,

an internal priority system is more effectively used.

However, even if the internal priority system is used, the

application of an utility model should La carried out

immediately after the utility model registration application

is filed because the limitation of the term the term until

the registration) is imposed.

(b) Correction after a registration is not permitted for the

purpose of the mere correction of clerical or typographical

errors or clarification of an unclear description. Only the

amendment to cancel claims is permitted. Therefore, plural

claims containing those claims which are surely deemed to

have validity should be prepared at the filing of an

application.

(3) Exercise of rights

(A) The following note should be made in association with the

utility model technical estimation report system.

(a) Note for a notification when a request for Technical

Estimation Report is filed

No provision is given to stipulate that where the request is
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made by a third party, the proprietor (applicant) shall be

notified of the fact.

(Notes)

The proprietor should pay his attention not to overlook the

issue of an utility model publication, if occasion demands.

(b) Note for contents of a technical estimation report

As stipulated in the provisions, the estimation is carried

out on the basis of the following four criteria (article 12(1)).

• Inventiveness based on a publicly known publication (article

3 (2) )

printeda

between earlier and

public knowledge through

paragraph of article 3(1))

Novelty based on

publication (third

•

•

Enlarged interpretational relationship

_________later applications (article 3.2)

• Earlier and later applications (article 7)

(Notes)

( I )

(II )

(III)

Attention should be paid to the fact that no

examination based on public knowledge or use is carried

out.

No change is made to definition of "inventiveness" (not

extremely easy). This system is intended to be applied

to the protection of short life-cycle products, and the

in consideration of the level of an invention and the

level of a device (utility model) is required for the

inventiveness.

As to the estimation based on the enlarged

interprelational relationship between earlier and later
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applications, there is possibility that the prior

application has not yet been laid open to public

inspection when the estimation report for the later

application is issued. Accordingly, sufficient

consideration on this point is further required in the

future .

No provision is particularly given at least for the

submission of a petition.

(a) Note for proprietor's liability caused by exercising the

right

(B) The following note should be made in association with the

exercise of rights.

(Notes)

(r )

(II )

If the information offer or the submission of a

petition by the proprietor or the third party is

permitted, a more accurate estimation result could be

obtained on the basis of the submitted materials. On

the other hand, if they are· extremely broadly
"'_H'u" __~"m <'''''m,,~, _"~.""'" ,'"_, , __, "',' _.N" <T,'.,

permitted, various estimation. results would be

successively obtained and confusion would occur more or

less.

To submit a petition when the proprietor has an

opposition against an Examiner'S estimation is deemed

to be necessary as a remedy for the proprietor.

As stipulated in the provisions, in the case where a

proprietor exercised his right or makes a warning to a third

party and then invalidity of the right is determined, in

principle, the proprietor is liable to indemnify the third party

for the damages which have been caused by the above actions
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(Notes)

( I )

(article 29.3).

However, the following proviso exists in article 29.3.

(i) "where the right is exercised or the warning is made on the

basis ofa (positive) estimation"

(ii) "where the right is exercised or the warning is made with

adequate care, this stipulation, however, does not apply to

this case."

Since the provision is not clearly expressed as to

which "and" or "or" should be inserted between the

phrases (i) and (ii) for the positive estimation, it is

unclear whether it is sufficient to merely send the

technical estimation report with positive result to the

third party.

If it is insufficient to send only the technical

estimation report, this case induces a case-by-case

problem on duty of care of the proprietor, such as the

degree of search, the degree of an opinion,

relationship between the proprietor and a patent

attorney preparing the opinion, etc., and thus an

unific conclusion is not expected to be found out.

Various points, for 'example, the difference in

searching capacity for search between an individual and

a worldwide big company, the difference between

situations where a technology associated with a right

is practiced and where it is not practiced, etc. would

be considered.

As our present position, it is deemed that, in
"""""""""""", ,',,',,',,',,"',,"""'::;;::i;,ri;;;i,,,: onIv', a

estimation report on validity is sufficient in the

light of the short duration of a right (six years) and

the gist of this system , however, an opinion by a

lawyer or patent attorney is preferably attached for

delicate cases.
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proprietor receives a negative technical

estimation report, he must have. "adeqqate care" as set

forth in the above (ii), however, in this case the

problem as described above occurs.

In a case where plural estimation reports exist when

the proprietor or the like exercised his right or makes

a warning, there occurs a problem in selection of an

estimation report to be submitted. However, at least,

the proprietor can submit an estimation report obtained

immediately, before he. exercised.the..rightor makes.. the .

warning.

In a case where the proprietor obtains publicly-known

publications newly and the case is a delicate one, the

proprietor may make a request for technical estimation

report in addition to the information offer of the

publications to exercise his right on the basis of the

estimation result of the report.

(III )

(b) Note for negligence presumption of infringer

The provision on negligence presumption of infringer is

canceled in this system, and thus article 709 of Civil Law

stipulating "any person who infringes the rights of another

person intentionally or negligently shall be liable to compensate

for damages caused by the infringement" .lS applied.

(Notes)

It is considered that, except for special cases, the

proprietor can prove "intention or negligence of an

infringer" as stipulated in article 709 of Civil Law at the

time when a warning attached with an estimation report

arrives at the infringer.
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(4) Reception of Exercise of right

(A) The following note should be considered for a case where a

warning is received.

(a) Search for prior arts

Publicly known or used technologies which are not estimated

in the estimation report or prior applications which had not been

laid open to public inspection at the time when the estimation

report was issued can be also searched.

(Notes)

The prior applications may not be laid open to public

inspection.

(b) Request for technical estimation report

A request for teChnical estimation report can be made with

submission of new prior arts.

~,-----r(Notes-I---------~----~-----'------'-----'----

If necessary, a petition can be submitted to explain the

relationship with prior arts.

(c) Opinion

Preparation of an opinion on the estimation result of the

technical estimation report can be requested to a lawyer or

patent attorney.

(Notes)

There is a case where the estimation result is not

necessarily proper.

(B) The following note should be made in association with Appeal

Request System
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(al Note for Appeal Request System

As stipulated. in the provisions, a request for. appeal on

invalidity of an utility model registration may be filed (article

37) .

(Notes)

Public knowledge or use which is not estimated in the

(b) Relationship with petition for cease of suit proceeding

As stipulated in the provisions, a defendant may file a

petition for ceasing the proceeding of an infringement suit on

the basis of a reason why a request for invalidityappeal is

made. In response to the petition for ceasing the proceeding,a

court of justice must cease the suit proceeding except the case

where the cease is judged to be clearly unnecessary (article

40.2) .

(Notes)

The provisions of Utility Model Law before amended stipulate

that if a petition for ceasing the proceeding is submitted, .

a court of justice may cease the suit proceeding when the

court judges the necessity of the cease. In the amended

Utility Model Law, the above provisions are amended to

mandatory provisions stipulating that a court of justice

must cease the suit proceeding until the decision of an

appeal except the case where the court judges the cease to

be clearly unnecessary.

(5) "Chuyoken"

(The Chuyoken is a non-exclusive license which has been

granted to the proprietor of invalidated right.)

According to the amendment of Utility Model Law, "Chuyoken"

based on an utility model registration is abolished. Accordingly,

in the case where the proprietor intends to start a business
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filed utility model registrations to which licenses can not be

granted are considered to exist.

,

activity or the like, before he starts the business activity, he

should make sufficient investigation as to whether his utility

model registration· is valid or invalid.

In the case where the utility model registered of the

proprietor is the same subject matter as a patent application by

another person and is in relationship. of earlier and later

applications with the patent application, and the application of

the utility model registration was filed .later than the patent

application, even when the proprietor made sufficient

investigation before he started his business, there may occur a

case where the proprietor must quit his business even in such a

situation that he cannot know the patent application by another

person (since this is an unavoidable case, he would need to hold

consultation· with the patentee to continue his business on

payment of royalty)..

(6) Regarding Dependent Invention (Utilization Invention)

NO emendmerrt is made to a· dependent invention in this

amended law.

"'-'-'-----~I-f:the-llew-s¥s-tem~s-appliecLa.s; D the_pr_es.enL.s-¥..s..t.elU.1-----"-t.h_e'-- --+~

junior party of the later-filed utility model registration may

immediately request a license to the senior party of the earlier-

filed patentor utility model registration.

If the consultation is failed or any consultation cannot be

held therebetween, the junior party of the later-filed utility

model registration may request an award of judgment of the

Commissioner of the Patent Office. However, if it harms profits

of a demandee, the Commissioner of the Patent Office cannot set

up the non-exclusive license.

In the light of the characteristic of the utility model
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(7) Relationship with Patent System (or Design system)

(A) When an utility model application is filed, the application

is laid open to public inspection. after the lapse of about·six

months from the filing of the application. Therefore,.

applications associated.with the content of the application are

required to have been completely filed within six months from the

For a series of improved relevant technologies, it is

preferable that patent applications are first filed and. then it

is considered whether the applications are converted (altered) to

utility model applications at the time when the first application

is laid open.

(B) Like the present system, in the amended system, judgment on

the relationship between earlier and later applications is made

a patent application and an utility model application in

As the utility model registration application is registered

in six months, there is a possibility that a non-published prior

patent application, which filed by another person before·the

filing of the utility model registration, exists. The another

person which is the applicant of the prior patent application may

file a divisional utility model application on the basis of the

patent application concerned, or convert the patent application

to an utility model registration application in. consideration of

the content of the certificate of registration of the later

utility model registration application. For a technology to

which the above risk should be avoided, the following safe

measure may be used. That is, a patent application for the

technology is first filed, and the division to an utility model

registration application or the conversion to an utility model

registration is carried out after obtaining the pre-examination

publication (Kokai) of the prior application (patent application,:

utility model application) by another person (however, it is not

a better measure because the duration of protection is

shortened) .
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(e) In the present, system, it is said that. there is little

difference in jud9!Oent on inventiveness between the patent and

the u~ility mode~~egistr~tion.

From the gist of the, present amendment andtt.he difference in

definition be,t....,eellthe invention and the utility model, the

judgment criterion~::m.inventivenessis expected to be lower for

the utility model registration than that for the patent in the

amended system.

In this case, there wou Id more frequently occur those cases

where . the. patent: cannot; be granted, but the utility model

registration can,!:Jegranted for the same technology. Accordingly,

it is expected.t;hatthenumber of patent applications is reduced

whereas the n?ffiber of~tilitymodel registration applications is

increased,. so that the.e<tamination of patent applications is more

promoted.. "

Inventions and devices (utilitymodels) should be easily and

___----i.nexpen s i veL}Lgran:t.ed-aruL.:they_muat 'hepro.te.c-ted .t 0 promol-tt:Ee!-lt:.rhl.''l-------1~._

opening thereof to the public', the utilization thereof and the

development 9f technologies based on these opening and

utilization., However, many problems such as the objects to be

protected, the protection term, etc ..must be considered, and it

cannot .be .indiscriminately concLuded vwhet.he.rvt.he system of a

specific country is good or bad.

In Germany, . the ,utility model system which is basically

different from the patent system has been established for a long

time (the utility mode.1 system was promulgated in 1891) to

protect lo~~level(minor) inventions. From that time ,this system

············nasoeename·ndedseveralt:J:mes£OestabiTshthe·· present system

(Amendment of ·1990).

Unlike Japan, from the initial stage where the system was

introduced,c;ermanyhas adopted the substantially non-examination

system..whichrequires· only the formal examination. The system of

Germany aims toprot.ect products of short life cycle for the same

5. Compari~on.withGerman. Utility Model System
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following anxiety. That is, even ifa. suit is brought after

registration, in the case where the suit proc:eedingis ceased in

response to a request for invalidity appeal by a <fefendant, the

protection term has been terminated before a first trial is

concluded, and thus, ·theprotec.tion is weakened. On the other

hand, an excessively-long protection term would. induce various

problems. In Germany, as a. defensive means against the exercise

of rights, invalidity of rights can. be issued in an infringement

suit (bind only the parties concerned) in addition to a request

the reaistration. Such anxietvwould.:'be. weaker' in

Germany than that in Japan because.the. protection term is longer

than that of Japan.

As to the objects to be protected, at present, all devices

except "methods" can have· been protected according to the

amendments which have been carried out several times to the

Utility Model Law. On the .otherhand, in Japan, no change is made .

to the objects to be protected before and after the Ainendment,

and the protection is limited to only devices .relating to. "shape,

construction or assemblage of an artic.!e". That is, visual

recognizability is one of the requirementS. In consideration of

exclusion of dead copies .of short life-cycle articles, this

requirement would be . significant . . However, it is broadly

understood that an article which cannot.be specified in terms of

shape and is visually unrecognizable, such as an electronic

circuit, chemical substance, composition, or the like is one of

the articles of short life cycle.

As to stability of rights, in both of Japan and Germany,

the stability of rights is insufficient beCause it is registered

through only the formality examination, and the right of the

reason for introducing the system as Japan, 'i:lrtd ~it.l1respect to

this point, no differerice<wou.!d exist betweentwot;ouhtries C*l)

Accordingly, the protection term is shorter fri th.e utIlity model

system than in the' patent system, and it was six years at the

initial stage,. then amended to eight years., and . f'urther.. amended

to ten years by the Ainendmentof 1990, In· Japan, the protection

term has been amended t.o-a short term of s Lxyear-s by the present
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other !h~ul.d, in tlie -amendedU,tility Model Law of Japan, like the

UtiliiY:f'llodeJ: Lawbef6re'amended, on the·basfs of the principle

of excluding the "doU:ble patenting whichwouid induce misuse of

rights;' both of the patent. and utilitymodel 'areentitied to

exclude· e&eh other/ and t.he double patenting,l.s' inhibited (in

utility'fubdel" re<;istratiOn 'is more instable "than:,the'fright of the

patent. iil additi8n ; "tl1e diability tdindeItmi.fy1:hecthird party

for thE!'d'afua~es'"callsedJ>yexercising the/riglit'bsi,dsOJimposed on

the proprietor of'a tfght' invalidatedby"an"appeaL,decision in

both bdunt:'ri'es:' 'As "'described above, the propriei.±or. should

estima'te . validity'" or liis f',fght withoutneglecti'rt'g ,duty of care.

Like the search' requestj'system of Germany", the technical

estimation report system .£oi"\1tility modelsis€!xpected to be

effectlvelyusediC;1

Astous.il" 'o{"i'ights)no difference ex:rsts in effect of

rights'. "HOWever ,"(;'ebna'nY'hcisthe branch application system in

which an cit:ilit.t "rtfodelcfppHcatio'n .may be filed on the basis of

a patent applicationwi-Eli icla'iming th<i!date'of'the ,filing of the

patent applicat:Lb"tibe"fore the" grant of . the patrent.. or 'within a

prescrib<i!dperiod ifomthe'rejecticin, of 1:he' patent "application

before the lapse of teniyears<fromthe filin'g. 'ofth'e patent

application, whiin ia' brcltlc:h "applfcation "is filed before the grant

of tl1e-'p~teIlt.;tlieappli'c'aht has . filed .' both e,'f'the patent

applicB'tioh' 'il.tia. the ", uti:iity',model.applicat,ion( that is, both

applic:~tlons;inay be coexistent'ly granted): Therefore, the

app-l-ic:a.ti-t-can:":obtairi--thE!-eal:ly or:''ti IIlel:¥c--PL()-'t:~_ctiQIV bY-Lthe r J,.","'h"'t'-- +
based orttl16' utility mOdei'registraticinjandalso obtain the

Lonq-et.e.rm prOtection bythe.patent right . However ; the branch

appHt'<l.hort"sYstem is hardly linked with, ,the gist of the

Lnt.xoduct.Lon : ·'of the system for protectlng short life-cycle

articiies','rnreilatlbh. .with the patent system; in' Germany, the

patent is"' enti'fIed' 't.o 'excludeiater-filecr"i utiii'ty models,

however, the utility model is not entitled'·td"'exclude later-filed

pateritlltHerefore, the branc:h;application'from;the utility model

applidatibri to thepaXentapplication l.s"i}:nnibited}< In this

point'; the' coexistent'- application and the dduble patent'ing of the
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i;

easily" made. onc,.the basd.s of; .th!" prior ,art a'Berega,rdeq,aEi·

lacking the inventiveness while ,ion tile. patent sy~tem th9l>e

inventions whictt canibe "easily" 'made on the basis of ,tile prior

art are regarded aSlOickingthei .i,nve~tiven,ess).. ( t 3) describes

the difference between the devdce and,thej,invention in,d""tailEi.

Germany has a c LaIm system for dei'erringreg.istration. Therefo;re,

consideration of amendment.e andest{matIon,6,f, YOiiidi:t:~..o f -. t.he
~ - ." _,. ",_'...,' " _,.. .... ',c- , .. ",.. ",..., '._ • .. ' " ...(.. ..

right for effe.ctive use of. t.he, right can be made for a period

from the filingqf;an apPlicati;nul1ithe deferrecji~egistiati'.;n,
and this system iEiyaluable;. ,", :." '!,,,,, ."

As described abov"li' there are many dif;:€erent points b.etweert
.. .... , ..... :. - ';' _....: .... ,'- -",,' --',._,'_ .. ,-,,',

the utility model sYEitem,of.. Germany and the amenqed'lltilitY,modF'1
.... '.'"'' .' ...- .-,. ' .. -;...- ,-, ~ ......

system of Japan eYen thoug!} they are baseli on.the,Jl0n~eJl;amtn;3.tion
.. .. ...... .. ' ••0 • __ '",' • ,',. ' '. '0 •• _' ..... , .. ;": ,.~

system. In order to smootlllyuse the new sys t em in the future, it""

is required that the appeaL andtlle ,suit ;should. be Eipee$iy

Concluded not to lose,the,prot:,ectionof rights due ,to the,l;hort

term for rights and the judgment criterion. onth,e .tecllnical.

estimation report for jUdging ,the ,validity, of the rights shOUld

be made just and proper . Furthermore , the use of .,.th.e jud.gme.nt. .," '.-.. .. .. .. ....

Japan, the cbnv:er.sion·:applicaHon betweEm;t:he,utility, .: model,

application and the;paten-t,application'is pe,rinitted, however,

unlike the branch,app.Ilcatiionsystem .of.~ei!j1(Fi¥,}he origiI;laJ:,(

application iSilOegaroed,;asbeing withdraWn t().~~l:tlbit.the'·dou:t:>le"

patenting). In Germany, there occurs aprqblem,:as to howth..' 'e..
.•• -< ',' '",',,' ' .. ;!.'

existence of the .latei:.,.filedpatent affeg:t$. the w-01:*ing ,. of . the

proprietor of the prior-;:filed utilitymo~~l".afte.r. the right .of
;:4,il· "'. '" .... ··""",·"tTln:,ymOdEH\applJ:ca't:.iQn:T's··'termTiia,teEl.:;:' ..';i":"~'" ........ :.,' ...,.........

As to use of the utility model systetnof Germany, the

following rrieri ts exi.st in novelty and, inventiveness: in,

comparison with thepateIlt, thebai to nove1tyicEi. more re,stricted

(domestic public knowledge bar which is diffef~~.tf±'omthatfor

the patent, gene:J:,a1 grace peri-<;>cl of s;lX;,1ll9J;1;t;IlEi',;etc e, j, iiB-?- tihe

inventive step 'is Iowe;r .t.han the. inventive ac):iYity fpr the
, N,' '_.. "," " .,' -- ".'.: ~.

patent (*2). Or!' the other hand, in the .. util;ityIv0del.system,bf
, " "",, , ,".' - - ,,,. ",... -,' '" " >" ',n ,,_ •.,'," ~ -. , """ ",,""

Japan, a cerrte.Ln degree of difference; is"provided ini,nventtve..
- "-,, - .•. ,n , • _,,', .' ~ ". -, '," • ,c, '_"'-.' ..~. __.1

step between the. utilitymodelpnq-Slle ,patept( in:t'l1e, utility
model -_ ..- .. \-,;.,. ,...,. ~~+-.:''1.: ~;....,~ 1-...: l--. "
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criteriOIfirf'OOn~j:de·r.atj,on"o:f-tone .diXfe:r;~,nce. llEjlz!:1Ne,jfP-i:the,cievice

and the.: inventicOn iac.expected to af£,ec::;:t;,H+"epto;tion.,9fJ,l,se qf, the
.' .. -, '._. ,-.. "-.'~ - .. --, -.. .:~

systelli"mbre' oJf?les;s ..iLn'caddit:ion,· thereVl;op.J,Pt b.e,:.pq~siBci,HtY' that

it wilT be ex;"min~.±n the)duttire whetl1eJ·.?;r:.t:~r,;:,+.~.s,C):t".iSl1()rt life

cycle are sUf:H;~nt.'l.y•.co;v.eredby.,the,;.,p~e,se,n:t:J:y",protected

articles: ·Finally,o'.:.:if··l';::Ute' .. st.at.us. ..o f .. ,§pp.liccttions .and the, ,.. . , , -.'.,.,. '-. ,'. -.' '-.'

situat'i6h 'of the eXl:.rCis.e .of rights ct'+"e,clii;riJJ..\fd;;~£,.:t;,hetut-ure,

more coll!dretec€>ITipari.son·couldbej'urthe.rperj;qrme4 in;Lthe future

((* 2 ).desc:t'ib'esthe}.system:~f. Germany in de;t,a.Ps,).,)c
'.7.""

'Regfstril't:ion (aomestic)

1''709'6·( irOQi}

17537' (liOS 51~) 'L?':"

,'.-' : ,".,,;".:«:

•. ,._;:"; ,_ ~ -'-'r ," "

"Y,":;_:""":"\;':'---;':;~;;'-:---">-', :.: ._'" ',": _._.:'
,d. Patent "Applic'iltiOh '(dOln~stic)

43663 (33971)
741799h '2321) C,'"

1992
.. _'

1991

UtiHtY'ModeJ. :R-egistra-tion' AppHcqtionsof ~eR!!aI1:;y,: (Blatt
Patent.,. , .. MUiSte.J;:,., ..uncLZeiqflenwesen (1993.3))-, ,."..~., -.•-.r-:,..: , , ·\:_:~'.'._t :.: ,'..;.!.>H··, \._".:;\,,;;,.~-_.- -. _:~,.:..., '.... _',; -",-c,

Xppi1:citi611.(dorrlest'l.c) ". R~gtstrati6n::'(domest'id)
1992 ·······'17'()'cr4:·c'ls·064j "15'19'9(1:3524') "

199t"i'55S'3'b3'920 f':'" 14 >!27( 1274ij,c,n.

fUr

,','-'. > '.. .' ,.

*2 :

*3:

·:"·GERMAN·'" UTILITY . MODEL.. ,-" RI-GH'l'S:,.;.JitEGIS:TE;~EI?.. WITH. NO
,EX,l\MINATION", by:.W. Grqs,iSe" translated by Hisao Fukami', in
PATENT; Vol 4'5, .~o~ 11;'pP32-40·(1992). ; .:

"~OII::~t~~e r~PQrt. .oj' "CONSI~ERA;~ON8F tiTi£rTY M8aEt SYSTEM
~~G~RMANY" ;rrt'PATENT,· '-iTol~45;'NO;:1 ;;PP59~;'f5(1992).

':. ~;;:_<.,>.,

~:~V·PJ..I'J'~M01?EL::;Y(3..'r,E\M, ~~~¥,PU'J';cl~;TH~'~TA~i';', by Shoji
Matsui, inAIPPli'tOL3T, Nb.c2·;pp57-62Tl'~92Y~

sv-.'.«. ',~ .i ~;,'~ ~'~'" ',L';:<-::','i,-,," "-'"'}~CJ

6.

(1)

Conclusion
• of :::'c;:C:\_:::,~ -}(

As' de~cribeia. in .i"Ef'feCtiiie tisetff'tftfi system", thfssystem

is applied to protection of technologies which' "il:te'" realized

extrein~i:y e~:ily i:lfii:!" ha.ve· short ·11fecybles;,'arrd>t.his'system is

not efl~(;tiveiy usedfdi6t.heIi t~chno:i8gie~, ftf:t'example,those

techii6ib'gre;s~hi;ch'i3:i-e-:Elist" prac::tIballyU.sedirftert.helapse of
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............ ,

In order to .make. ,a--warning for" exercise,
, .C '. ;", __• __,,,. '. ",_, • " • ".;".. . .....

proprietor (wa:nner) is liablet9 B,ttach,:the technical estimation

report to, the warning. ,The: estimation report wi llf;e""e to

release a,liabi,1itY::f.0E"irideriihifyi.ngtl1ir,(LP~rt:W:tP~:dgma~~swhen
.,~,:;-;; :-;'-6L'_. ':J .;' ">~:'. r . ','" ,:,,".,~:, .. , ,',':,,~,,-,,::,,'~'" ""',, " , ','" "',' ". ;.:.-:'. '';'':',''

the registration .is il'lvali4j3.teq"Ho"'e'~er,.,when 'prepi'l.;ring,.,f>,.llch
,." -''', .• ' _. ~. ,,~,;.:, .\" ' .... -". .": .;.•:, 'i:. ,'..'·.i,'·/':'· .'·,,:;·:".'i.:·:.:.>; "", ,:.:

estimation report, attention. should be padd .t,o the" follOwing
-, ',:' __ :--.:-','.' ",~-" .. ,-". "~:,:',"+::', '.,. ,',·,:':'{i',"-: .," "',;":' :,:-,:,,';" :_:';'.':,' :'"'.~,:";',, "">,, ",: ':", ,: ':,: ,,:<::: ',,' :>--

points: no est;i',··!liati6ri."is.,carriei!c;i:',oU't:OnthElPaSisc'Of the'puB'J?ii:::
. '.... ',.' , '. "'.:'," '., " ',.' ~ (, ,'.... , ••' . . • : .'. ; ':- ;; '..--, <' , , :::,') >":::','1,'" '-' ~-, .- ::' :V,' ,.., .. " ,'::" ~:;";; ,:"'- ':;':', ::" ',", ,,'. ;.,

knowledge or use, and prior art to '~~,esti~atec;i'di.J{~Fes
depending on 't~~'d;ime: ,gi, fi.nng 'a >r~q~est.~l~r:tech~ibalL'

, .-.' .'-.'" ' '-'''' .. --:,'.'' ,".' ' .. ' ·'i;-,3-;",',"'·r,'.:I,,:"1:"":~·;:,,:,.,,: J':;:<:.\:~·:'Jt::~:/';';

estimation report, so that;the, estimation~{'resH'lt,j.s; 1'l9~a,I'f~Xs"

absolute. furthermore", when the ,Proprie,tor obtaiJl!;, new
-',.'" ,.':;'.~ '.' T" :::;:\.::Vi:,,::>':rr."_'

publications as priori'l.rts" thesepllbli.catipPf1,way .be sUl:>mitte~iV'.",...' " '- ,.' . ,~

as information offer anq q. request, for tec.hn.ic~l estimation

report may be filed. When the proprietor is not 'co~';,inceclbTt.he

estimation ,report, it" is de'sLzab.Le to reqU'e!>t .a llpecialist to
.'.' .. ,.'~ ". , ' . , '.' .' '\':' . ",:: ..... "';'

out with suffic:iel'lt'<,:n~c0gnition 0D-' t!l:ese:.p8in'ts:.Th.at~"

attention shouLd-be paid to the following, ,po,j"l'lts: the term of the

voluntary amerldfueiittb ,''the, ,speCifisati~m\i:S'~i~ei,toiabQ~t,t~o
months, which is an extremely shbrt.'t.etfu;and'onlycanGelIattcih ".. ,', ,', ' ,," ,'''" ,'.". '"" _." ,'" - ..: :": ',-':- , " ;. ,':. ...., ":",'" _ •..-.

of claims is;.Pe}:l!lkt,tedn9-ft~F:rr,~gJ,.p.'t:nB,Bi?'J:)\i;~e~ltfW01~~+y:~,~.to.t~e .••. " ..
correction as .q 4Elfensiv,~ mei3.:n.s~o ,the:, ,iwra,J.,id,i.:t;y" appeeL,

- , ","'_ - ... ~.~ •. ''-; ...... c. ·c._. '.. _

attention shoU'lsl",.~,:: paioshto thE! ,following"" pp,int.s,.: .o.n:i.ythe"
-',,·.'·,·.··c·~.-,·:,'

correction for cance:i.ingc,J.aims ispermiBted"al1d .th,El, correcti9n"

to clericah',or.typo.g.raphi.calerro:p;J andthEl .clari.fication of
.• - ,.- " -.,'. "~:" , .' '~J">'_', ., .. ,.' '",>"'" >\\;. ., ,',".:,_.;:-: "'j;':'.=::;_ ;.,';;V;/i', ,,~, ,·"c",,', ~. -

several yea:r5+frbriti:H~.'.fHihg!"'''f a pplic'aticmsLi:ort'echnoI09.i,ell, '2

having long 11f'ecycle;Accordingly,theenterRrLses acre1;'equired

to determine 'itre"use(}dfFtfri:~sys'temor,t1'l~~~~eIit,s]{steIjLor;~\'1e,.,c'::"
like in SUfffcieH1t>cori'sii"Cler'aHonof' the'tiln.¢"orpracti.ca;luse·,o,f ." ' , .

technOIOgies'ti:f\be'pl6t~~teq' a~,dtheHf~,q~c:J.~tA~J:eQf,.,
Accordi.ng to,,' thi.!l',syst~m;yariolls"linii;i~t,i01'lIl, ,'tiQ, ',amenc!rQellt

and correctio!i'wh{ch'are,noj;"fdund, o\1t,i~:;~he"pateni.systeill.'a,~e",;
- . - .,d_ •.•_'" ..• ' .•_ ' _"',,' • _,' ',-, _ ::" _""

Impo';;; ';';;4 '- .-"~'~~-:')'~':;~.~-'h-;~~;L~-·-'~~'g:'A':tj;;,''E,,,·,,;p~-'.;'"&-~, '.',;t"-O"C:;;V+,,Bm'"'-·- .;

prepare an-.opLn.Lon . ' . ' "
.' ~"" ~;'!~

When an.d.nf r Lnqemerrt; suit is brought, a, slej;el)dant can submit
. ..,'.' . "."" '.~ ." ., ,:-;:'T;J":,f.,~',,,, ';j'

a petition,fpr.,,,cegse, oj;, th,:\ suit proceeding. .In ,this ca,se!

attention should !:?e.p,aig to the, point that, the PElt~tic:m requires.
.• ' .. ,-- ,J. ,,;;,.'~' .. ... .• '':'':' .;., '., '; .... ,: ... --. ;I:'..
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the condit.Lon that areqtlE;lStfor in\1al'rdity'iipp'eal~tiil.s>D.§erl'Iliade.

Through this amendment, of Utility Model Law r the patent
system 2adbpt£n<j the!~!klliIitnatlof1: sy'steiriAiindd the; '~tiHl;i't:y;riiodel

system adopting the non...e*am.i.nation systeri\';:af'e:':;Odex'llsfent with

each other, and ·this·Cbex.i.stence of' beth systems requires

a t tenfioii' to' :1:5e'Ii.f~tCi'tiaa6Us·mattfeBs'~ho.i.ChAhaveunot. hit.hert;o

ex i s ted;.;FLForiexarrip::te:;+arr.,hthity.,mod.elL'. registira::fidn'· .applicat.Lon
is filed; ··regi,steied",.anc!":r1:hen pu.blisne,d·aftexthe.].'apse;of six

months trom'the;scf',i;l:::i:rig'ofi th.e IipplH::abitriii'.- :iP!itenu'·.ctppl'Lcations

f or oth~r:tte:2hrio hnJies'Jassqt±at'edcwi''eh'the5te<::hltdlogy 'di:s.clesed

in ther:.utUi.t:y·1·.•IlIC::>deJ:;! ;·:apP'1J.f:a~Iqri<qnust t. ".be;': ,,'iEiM:I,¥;' 'filed•.

Furthermo:te rls:tiJ.t:e~ihe'·hHlitYjIllodeJ"\J.s,,€lady daid/epen to'publi c

inspec:t:..i<;>It _> ad.i;!'nti6i1:"shbuifiii-lb~bpi'lid;,td';'bhedbl:H5wing. pointo: That.;

is, the:aP:l?1i:cane£';:ii::':the·FBf<lrpa:t~iita..Pp.li-ca.t'ion'£:anXconducta

divi s idnaJsappI iG:a.tii6nbor:aJCcl:i:v.ei:s;i&ri.;.appliica'EiiQIF\1r:ion'; ;J::hBcking .

of theuitrfj;l1t¥,:'ina:deJ:.:!\\7J'i.bOh;'lras;beefi~e~i5ate'i'e.ddl:nathene Qa<i,d open

to pub l.'i:£) :ihSpeli:::t:ion:l'-OIl.the;Q.t:herfihandy,;.theiapp1iit::ant,;·f.or the

utility"inodei :EegfShation .cantmake~di1.1y,the'cbi:lrect·i<;>nUto:.can.cel

c1aims.~vA:tt;'eriti.:dIr>shOuld: 't>eralsoi'f pi'd..d'+pQ :;-j;;ne i poinrt; ,;that.i the

"Chuyoken" is abolished in this system.

As comparedw.i.thth.eutil'itym6delregistrqtion system of

Germany, lnth.e amml'd..ed' :llt:ir5J.;ihy',rri6d6"I.t'i.e'gj'str:ar..'ii;Qni",system:, 0 f

Japan, the 'term of a rightTs shorter, and objects to be

protectedi.;areJ Jnlll'l;.e.i limit.ed >EItt·iaiidi.ti(m;,:m()d()uble.pa't-enit;irtg~is ...

permitteclJ',bet~ent.1the;'1?atenttarid£herlrit11ity'·imO.deJl,;..and,. the

requJ.:remeritii..i<1'liu:izreg;is'tiia..H'0naie' ::'smmrer'thaI{)!th6s~ cot·Germany.

As .des'c~J:b€ld' 'a:l:!OV.e.,'"'ct::'hS3'aMnded tsystem-'o£:·japarr,d;s';mo;ei'clif fieU:I t.:

to be tls~d,tha.rL'that bi£,'\Giilrlna:ny;ssoithablthehappl:tcartt.'shQU.J,"d use

this sys.t~ 'fbx ·lii.s~S:£lls:i:nessia.ctiV!itiefi\iCMHh ,,' su.ff.icient

recogni4':lon,,:dfihe ,dhii'iBic'tieiis,tics t6f'-thi,sisys.tenr.' c b ·.:o.u ' •
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I
I"

?
I /

( 2 )

(a)

Sugg€!E;,t.i,~i},~.QIlq~!le~5!~{;;:tP:1,:S;'s;y~t~m '

Req\1~~:m~~~~'~~,~~;~,(~;f~'~~!~:::~~t;:' th~f'::~;;:;i~i;'~t:iQm:~~;;~' r,:_;~:t? ';8

liabiliti,:tq:t:'~~i:!<.i~~,t,y:~:t~'i."'!:' . ":,,:<,, ,_;;r;,". 'I':' :;,=;?
;1:,::':~\$

, -';, ;... :_ .... :.;':;',:: .:~ -", "':: . ." c> . -;,':,.-';'" c- :....;: :'.". :_. " .. : " : :',.-,'_ ... _ :. . .'

I t h~s' .been-; 'j unei!eax'{ iwhetlner.\:'Or ., .no;!;-- !·t;h'e'··p~ri'-8!tor> .is; '. ''''7'' !.,::::.; ";>: ..:.:-:r,:. :" a, '- . :..,- -'- . 0,::,_ -; ';':t:: '''_~:'' "'-- .':'-:. ' ::::.; ",:,r. ';.:>.:' -"_,~~; 'i~ ','D ~ '",_, ':,:," (;<-,. "., ,> "', . .~- -- ... "..- - "; ~..

nece s s c;r4:1¥i;;~e;E~'f;~<i?i~m;~ct€4 i,c;!?~il:i:ty<tpjj. ":i;!I1~.~-t;.y.,·;;a ~ ter, the::" ::5.t;{"

····rTght·'rs·"riiyiiritit~te(F;'ifa:;:~he;)~~~!'!;tf'l:S!;:exe;ngif~eliteo~t;:tlX~ti»~~W5"'9''£''f';::'-'~1'"''''
the pos Ltive'@~G:Jmbgi1lt);:;#~iimq~;iffi.~ei?Qn ,.?~~d".k~~1?€4igp~·Efibf .,dutY •. :',:;m
of care shQwl<:L; l;J!l'~Li)@-g~~'r 't;g(ir.~lies9,~-e,~\t:.jy~~; P~~~f~ lFMl!Lctrpm' ~t t}}.ed;, ': c\ 'i
1iabiHty ··for ;i;ijq~rt;:y"i~~'bg9o.;ttdiM!;:Y"7,}~tqj:ud9FleIftrrcri,terionom;i","' ·· ..·il':

;:~~:~~~e~~e7ii~!i~1!r
f rom the Jii~l:1ia·i.;t:¥{fPr,,*~j,,~~~tl;b'~:~~~,-V%eqic:;,I\;~~t'Pi9~ti~¥tl!:l·' .i 0

submi t ting' a. 1pO$.i;;);{;i;i""E;1,·.;t;;~,~qil!:;'j~i;~~J!I~~k.of!'j·:rI'!P6F-t:vi;.U!,@"o!Sdaniagrasi:d;':;

when the >indeIl1rt:it;Y#;;€?;~t~h~ti.t~~.'i~;;'!i.ljrda;ti#,~fr8~M:~Ra'·~~t::c~oU;Up
proper on es:;J:;1iom-:;·'\rilr~'c,v!:jc~pi;n:t... flDii',(,jil>¥!3et,Off:fu:f:\Jhts,ial1d;c.et:teqpi')Te ..::;!lLf; { ')

use of the, syS(tern. .2. 1. ,,'L:;" ,.... 1. r;.,r.le>.;:! F,

1-.0 ,: I'f),'~ ·::£_q;i[:::<__~':.

crite::e~U:;:;~~:::!~::~~;=::~~1:~~td';~~~:;::~:'~;~~t~
in t.he prEilsent,e;¥§ct;~!'!i8~E}Y'€,'.F.s\;~",1;,l1:e:ca!l)~4 (,L~d s:"'{'1lt>,V~rm-¥,:r.1:;!",,'S
the d i, fferencEt'±n:":~:llttqmefi~t92=:ii:'Se:r;:~Olli!J1!.x~1J9:~,~¢'1l~;De~WeIPft;p:e:!2 ,~.0E;;,_ L'- ,,',",' . -"'" ",'>'.'u,' .... ~.... ..

inventien' ·.·ii~d)'17~ltefi4,e;¥~ee,,.'l5~;,?,d,~!!,be,.f"~~§jJ;lliirepBt;i;n;!,i7,S~1.ert!,L"'''d.f};t

conformit¥.2w;i.;th,;the,)p~ov,4.s£Ct!i5',o£.·'t.he,,1c;WI "·;a.l1cl' ifor.lthe;'cle~-n~> ". '" IT' :t

having .••..shorter ••••. dui~~~~,~!;~~~,J~~l1:an :-~~~~;~~€,'¥,ti~n, :9j~t-s'~~y,c,;~.: 2~1:;£n
considered·tomake:th€!)::gt.ect.i:on scope of t:he device broader .'

(b ) Regii:q:l:!n,9;~!1~9!liI?¥:t::;;:QPJ;;t;er.ifJ.'FlSpn~F:y;¢rii;iv.ei,~~S~f;!.';.'
'CJ -r-' ',"

" . .r "l;vi, '(~",

i~·~~~f;t.!IL

., :.:

than the invention.
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Nq"presence

'~ermart system

all devices
exceg,t methods
'.( m~dici,ne,
chemical

.s'ups,\<ance , etc..
are!¥ltentable)

.i3ilpps,s,ible
':Pranch

"'l~li;t't:ation

u,tility model
,i$','not entitled
"to., exclude
. laj;;er;,;fJ.led
patent

First",to-file
bas.is(first- ,
appl,ic:ant
prinCiple) ;
Consu1tat,ipn
for an
applicatiohof
,the'same filing -;
date '

Presence

possil;>le
possibJ,e

:devic:es
'relating, to'
,shape, etc,. of
.ari article
.(methods
medicine,
GheI!iical,
'sub's;!tance; etc.
,a,;re. .'
unpat.entaple)

devices
relating to
shape,etc.
of'anart1cle
(metljocfs, .
lIIedicin~,
chemical
substance,
etc •. a;re
l1np a t e i'tt a bl e ) .

possiple
possj,Ne

N() . pres.ence

First-to-file
basis (first
applicant'

.principle) ;
.Invalidation
for, an

. application
,of the same
filing date

Opjects<to be
protected

SHPstanti<il
E~amination

, Reiati~n~hip
between earlier
and later
applidition

'Conversion
"a:ppHca'tion
lU.M; " P.)
(1'. - U.M.)

,',,-."_'.,,'.

,TerIll,of rj"ghts

. Liability of
proprietor f.or

,exerc:ise of
invalida.;ted
right

......,. ',>" II

six years
from the
filing date

No-fault
iiabf!ity for

: .indemnity
(rel:ea!!ed in

,.spec:ial
. c:ases,)

ten ¥ears fr,om
the, e~amined
P\l.P:j",icll.tiqn
d.ate(not
exc:ee(tf,ngIS

'yea,,I:s f r o!il,1:.'he
.filing daWl,

Release of; no
fault, liability'
E,or indemn:\,ty
afte;>r'
registration

t,hree, years
'~r,()m~;the filing
.'date
(e~,te:tl,4:able up
to \1 O'1ears )

NO,,"-fauih't
liaJ;~i'fity for
ind~mlti.\ty

(rEilea&ed in
special cases) .'

Guarantee of
validity, of
rights:

Agoption .' of
t~¢hnic:al

~stiIllation

:t:eport system

Gua,ranteeby
Substalltial
e~aIllination

AqQption of
sE!:2!crc:h report
system
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