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The actual situation of dealing thh patent applxcatlone

wmresult thereof, the following interesting profo‘“d'”"

; obtained. h

relating to manufacturlng technology with respect to companlee’

_.attached to the Japan Section cOmmittee'was reaearched,‘ As a

{1) A higher percentage of companies in the electrical field

indicated that they believed there was a- need ‘to increase the

- percentage of —applicatfons’ relating "to““manufacturlng o




tech_no‘l_ogy.. This percéntage of the electrical :o:oﬁlpanies‘ was
grea.tér than those companies involved in the chemical and
machinery/metallurgy fields.
.(2) Companies which believed that applications relating to
manufacturing technology should henceforth increase tended .
: towa_rds a high p.gr.c_on'__to‘g_e‘ almost to the e#;t_e__nt_ _of, -companies
_ _with large number of ,opp;l.ica_t;ions.
.(3) Companies - wh:.ch ~have = the Jlower percentage of
__'inanufacturing _technology . 'app]-.i,‘cations among all Japanese
' applications  seldom filed overseas gpplicatioos_ for
~-manufacturing technology, and companies which had 10% or more
oercentage 'o_f Japanése appli_cati_ons .rélating to manufacturing :
technology . Ifil_eo a k,._i:suogtan'i_:iol number . of . corresponding
| "--.__applications for _,mopuf_agturiog technology. in. the .United
States. | |

. (4) There is a tendency for companies having the higher

'peroentq_gé of ' that overseas --applications. .the - higher . |
- percentage of overseas ap‘o‘licatrop_g-_, to. 'hav_:e__ relating to .

~ manufacturing technology could be seen.

~(5) As a reason for filing applications for manufactur_,i.i;g
_rech_no;ogy in the United Statle.:&j}___ "by obtaining a. process-
patent:.n the ._Uni‘l‘-_e,.d. _S';_étés , that right w:.th :_rgspect__..'_to,_:--_i,_.

products produced by performing f.hat process outside, the ..

’ Un:l.ted S ates. and imported :.nto t.he Un:.ted States could _'bo_‘ cal

exerc:.sed" was overwhelnu.ngly common . .

‘Based on these results, & panel. di__sc;.usé_ion .regarding how. to-
. handle applications relating- to ma_n_of_aoturihg technology. has .

been scheduled for a general meeting.




1. Introduction

Inventions which are born of the results of technical
development are a hélp in business activities when positively
filed and rights . therefor -have been obtained and put to
practical wuse. However, patented. inventions - relating : to -
manufacturing technology are often difficult to enforce even due -
-to such things as the difficulty in detecting and verifying
infringemept:(m§pu§qq;ures rarely al;ow'outsidersato-obServe “in
_the_past,_thefe_has-not been much discussion on the_subject.of
such inventions. _ |

_ﬁowevg:,wvlagt.tzegg,%%duei_;o the;_increased diffigulty=-in..
'protecting trade secrets and tendency to respect other c_ompany's-; o
" paﬁeléi;:s. which has . _ggé_ompanied. : ..t_he ._ .in.c.rease . -in  foreign
prédx;cﬁ.}ion,_‘_dis_c_:ugs_ion of patent applications for manufacturing
teghnolqu ha}d become important. Due to this situation, 'the .-

First Committee of PIPA investigated the current conditions in

..various: companies of applications relating to manufacturing

technology and planned a panel discussion to discuss what .type
:of identification of "manufacturing technology" .and thinking
with regard to applicatiqns are“required.rﬂ .
Applications relating to manufacturing technology discussed .
_he_r.ein. 'é.re defiﬁed- as "technology .(_in_c_ludipg installations,
-:methods,'etc.) applied to manufacturing processes: for ﬁroducts

and inventions the working of which is dif_fici_:lt to-confirm or

_assume from the completed product (structure) produced thereby".

‘This article, in order to present basic material for this
discussion, will introduce results from a questionnaire which
was organized for the purpose of understanding the current

situnation of applications relating to manufacturing technology




in various companies.

2. Outline of Results of Questionnaire -

- This questionnaire was distributed to member companies of the
Japanese committee. ‘Responses were received from 69 member -
companies.  The break-down  of types of companies’ was 38

chemical~related companies, 15 electrical-related cumpanles, 11”‘

machinery/metals-related companies and ‘5'other compan;es.

Fig.'1to Fig. 15 of Appendix 1-illustrate theé results of the

questions in the current questionnaire shown in.Appendixré;' In

questions where a numberof (n) order-of-priority answers are

required,-the accumulated respltsfdf thbéé?éhsﬁéts:are indicated

‘as points, with ‘one point added in increasing order, so that,
for example, the highest-priority answer is n points, the second

priority.answer is n-1 points, and so on till the_ﬁth priority

answer is 1 point.

We - analyzed the 'data - recelved from the follow1ng s.':.xE

viewpoints.
1.+ Pype of company

2. - Number of Japanese appllcatlons

Bl Percentage of manufacturzng technology'appllcatlons

- . among Japanese appllcations

o4 Bxistenee” of forelgn.bases

S 5€f:*-PerbentageQFOf-*foreign :ﬁppliééfibﬂS'”aEOhg:ﬁiotelui

. applications o T

. applications relating to mahufactu:ing:féchnbl&éy' R

"'.Percentage . ‘of - foreign apﬁlicefionsf':fémehghl




i
i
1
]
i
|

3. Total Analysis

3-1. General Items

(1)
1.

Types of companies

Companles not filing appllcatlons for ~manufacturing

‘technology 1n the U 8. were 21% of chemical companies,

_htendlng to_-exceed by a. large. marglns - those in

| - electrical (7%) -and machlnery/metals (9%). Note that

'Hh;protection of secrets and patent applications should be Hrww_m 

:the‘__totali pe;cenpege,._df .companies not  filing
}_qpplieations.for_manufactur;ng technology in the U.S.
” ﬁee 16%. (Refer. to Flg 1) : ) |
eprprox;mately 30% of. all .companles thought that
:applieatiens relatlng to manufacturxng technology
R should be 1ncreased Although omitted in the diagram,
3  among these companies all electrical-related companies
-b1ﬁind;ceted-phet menufaptpr;ng‘teqhnqlogyxapplications

should be increased "because there is a limit to

iwp051t1vely flled and rights obtained” as the reason for
. ‘“should be lncreased“ | (Refer to_glg. 2) .
2y

: A notzceable dlfference in the data was that 33% of

Number of Japanese appllcatlons_“

| companies Wthh file 500 or lessﬁdomestxc_appllcatlons_

eanswered thet”they do not file applications relating to
e'emanﬁfaeturingl.tecﬂﬁelogy. in the G. S. and 0% 'of
:. cempan1es which flle 1 000 appllcatlons or more de not o
'eiflle eépllcatlons relatlng to manufacturlng technologym.WWN”ww

'.ln the U S (Refer to Fig. 3) ..

fThere was a tendency for companies filing 500 to 1, 000

e_eppllcetlons to thlnk thet the number of applications




(3)

' relating to manufacturing technology “should be

increased". (Refer to Fig. 4)

Percentage of manufacturing technology applz.cat:.ons

* among Japanese appllcatlons '
‘There was a tendency not to file fore:.gn appl:.cat:.ons
relatz.ng to manufactur.mg technology among compan:.es

which had the lower percentage ‘of Japanese appl:.cat:.ons

L - technology, -and among companles whose percentage of

| ( gy

. Japanese appl:.cat:.ons : relatlng 'to _ manufacturxng

' among those :companies' ‘relating to manufacturing

technology exceeded 10% there was a def:.n:.te tendency .

“to - file appl:.cat;.ons :celat:.ng to manufacturlng

technology in the U.S. (Refer to Fig. 5)

'-ﬁmon'g' cor'n'pani'es"' " whose percentage ""‘of ' .frapanese

‘applications relatlng to. manufacturlng technology was

up to 30% a large number of companles which thought

“'that "applications relating to"mannfactnring ‘technology
““%hould be increased in the future" :cou‘id"ﬁe'"seen. on
the other hand, this tendency ‘decreased as the
percentage of appl:.catz.ons relat:.ng to manufacturlng
-‘technology exceeded 30%. (Refer to Fig. 6) |
‘Existence of foreign bases -
'Although a d:l.fference J.n the percentage of forelgn

- " applications due to the ex:.stence Cof overseas

- ‘companies fJ.lJ.ng applicat:.ons in the U S., although

'they da.d not have product:.on bases overseas, could be

seen. - What is worthy of note is the cn.tlng of the

~ reason’ for ‘this being th_at_, by atta:.nz.ng process

___f,';;‘,"_',prodnc:t:.ons bases was not.. v.l.s.i.ble - a- large numbe:r: of




patents, rights for products produced by such processes
outside the U.S. and imported into the U.S. can be

exercised. (Refer to Fig. 7 and Fig. 8)

(5) Percentage of foreign applications among total
o applications _
_ l} Havrng the percentage of forelgn appllcatrons, a

'“tendency could be geen not to dlfferentlate general
inventions and lnventrons relatrng to nmnufacturrng

itechnology (Refer to Frg 9)

(gfiﬂ Percentage of forelgn appllcatlons among.appllcatlons

o :frelatlng to manufactnrlng technology _ _

ll'?Z-In companles where the percentage of appllcatlons-

o relatlng to manufacturlng technology among. foreign
l:appllcatlons was 10% to 20% the ratlo of answers of
:z"applrcatlons relatrng to manufacturrng technology -
sthould be lncreased in the future" was hlgh,_and among
lrcompanles in whrch thrs flgured exceeded 20% there was“”qimm.w

U a tendency to thrnk that current conditions should be

”ﬁmelntalned. (Refer to Flg 10)

.(75 g | o |
e lil?lfThere was a tendency for the percentage of appllcatlons-
'.relatlng to manufacturlng technology among forelgn
:'applrcatrons to be few compared to the number of
' applications relating to mt among total Japanese
.lapplrcatrons. (Refer to Frg 11) L |

vy

e 3 2 Regardrng ‘in-house handllng ”;”

1. .A tendency for companles not dlstingurshlng betweenz-
| general inventions and lnventrons ) relatlng to

' manufacturrng technology to have a hrgher percentage of




" overseas applications than compan:.es Wh’-Ch dld make

such a d:.st:.nct:.on. (Refer to FJ.g 12)
As the reason for such a dJ.stJ.nctJ.on, to "menage as
know-how" was common. Also, as a means to make such a

distinction, "accord:.ng to such standards as a company

manual etc." and "on the bas:.s of J.ndlvz.dual judgment“'_
" ‘were each s:.mlarly cited. -
" "As a reason for not flllng appl:.cat:.ons relat:.ng to
.'manufacturz.ng technology, "to prevent leakage of know— '
: ‘How" ,' "because effectz.veness of r.tghts are ln.m:l.ted" andr ..
"because it is d:.ff:n.cult to prove J.nfringement" were"
- cited. Also, as an advantage of possess:.ng a great
‘deal of manufactur:l.ng technology not fJ.led as

“applications, "can often use in products or:n.g:.nal

“"*“ technology not possessed bY other compam.es was given.

' Further, about half of the compan:.es mak:.ng such a
" "r“"'dJ.stJ.nctJ.on manage unf:.led manufacturlng technology in
““Various forms, and in many of such companles relevant
~ documentation J.s stored for use as evz.dence of ra.ght of
Cpr::.or use. Also, with regard to lnvent:.ons relat:.ng to.
.'unflled manufacturing technology,' var:.ous types of
‘”"compensat:.on are awarded to the J.nventors J.n place of
’.‘"'appllcatlons. A o -

""“_"F.Lnal judgmént on whether or not to f.\.le was given

g

as by technical da.v:.s:.ons. '

'Regard:.ng purpose etc.' of appl:.cations relatlng to
Emanufiatctur.mg technology |

I 'i::" AS an advantage to havlng rlghts for manufaCturlng

..about twice as. often by .tntellectnal ----- p roperty div.ts:,ons‘----4-:'**«~‘~=‘~-~%-~->




' j;r.Also, the second reason was that the company had_

o "because there is a 1.1.m3.t to protection of secrets ‘and -

technolegy, "utilizing together with product rights in
package licenses" and "restraining other companies”
were given weight.

The purpose of flllng, although it need not be said

that thls res:.des .'Ln exerc:.se of exclusz.ve r:.ght by .

_r:.ght" was a prerequlslte. _ "To malntaln f:.rst-—to-f:.le_

applicat:.ons._ (Refer to Fig. 13}

the U S can be exerc:.sed" as the number one. reason.

.:T_:Ln the_ US (Refer to Flg. 14)

B obta:.ning patent rlght, over 90% of companies gave

answers to the effect that __“exerc:.se of exclusive

- _rlghts" and "to prevent other companies from acqua.r:.ng

‘:'rn.ghts" _w_e_re g:l.ven welght as purposes for filing .

_ As a reason for also fll:.ng in the U.S. 2 what is worthy_;.
_ :__of ‘note is. that over B80% of all compans.es gave. "by
h atta;.n.tng process patents, r.xghts for products produced__'__

| ‘ '_by such processes outs:.de the U S. and imported into...

: Off.‘LCBS J.n the U S._ or because of the dlscovery system

- 30% of all comp_am.es replied that applications relating -

to mauufacturing technology should = be. further

increased 'I'he reason :Eor this was. thought to be.

patent appl:.cat:..ons should be posrt:.vely flled ~and

rights obta:._n_ec_i“ (Refer to F.Lg. 15)




4. Summary

The understanding we have gainedﬁfron the responseslto the
. questlonnalre are as follows. | R

Inventa.ons relatlng to manufactura.ng technology, as also
described at the beglnnlng of thlB artlcle, do not have a clear
way of belng dealt w1th in varlous bus;nesses merely because of
_.the understandlng that even lf a thlrd party'works the inventlon
-tverlflcatlon is dlfflcult.: However, from the results of this
‘questionnaire it can*beHSeen‘that’large numbers of companies
:expectfexcluSivE'rights'therefrom, It is thought ‘that the
number of appllcatlons relatlng to nmnufacturlng technology
‘should 'be  further increased _as' ‘the -number: of general
'appllcations'increase, this tendency belng qulte 81gn1f1cant
among electrical-related companles and in excess of a s;mllar_
tendency among chemical and machlnery/metal-related companles.'

As the percentage of manufaoturlng technology appllcatlons
' among Japanese appllcatlons decreases, there 1s a tendency not
.:to file manufacturlng teohnology overseas, whlle ln companles
‘where the percentage of manufacturlng technology among Japanese
applications exceeded  10% manufacturlng technology ﬁas
| definitely fiied 'in ‘the U.S.  On “the other- hand, as the
;percentage of overseas appllcatlons 1ncreases, a tendency for
Tthe percentage of overseas appllcatlons for anEHthnS relatlng"

to manufacturlng technology to rncrease can be seen.

~manufacturing technology'in the U.S., companies generally'stated-f-
‘that by attaining process patents, rights for products produced
- by such processes outside the U.S. and imported into the U.S.

can be exercised were overwhelmingly numerous. Prevention of

10
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the ocutflow to other companies of know-how  accompanying the
increase in overaeasrproduction in recent years and acquiaition
of effective riéhts‘by £iling applications for manufacturing
technology henceforth w1ll become an lmportant subject among all
companies in the near future and we believe that manufacturlng
) technology applicat:.ons w:.ll come to be seen as even more

important .
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APPENDIX.

' QUESTIONNATRE: PIPA 1ST COMMITTEE

Filling in the Questionnaire _ ‘ .
This questionnaire comprises 3 parts, the first regarding

.general items, the second regarding.inehoese'attitude towards .

manufacturrng technology, and the third regarding patent

'applrcatlons relating to manufacturrng technology

When preparing thls questionnaire, we have clarifled ‘below

the deflnitxon of *“inventions relatrng ‘to. manufacturing .
-technology and given examples corresponding and not
'.correspond:.ng to this definition. We ask that you. :EJ.}.l out the

questlonnalre while referring thereto.

Definition
Inventlons relatlng to manufacturrng technology are: .. o
inventions which are techniques (including equ:.pment,-

methods, etc. ) employed in manufacturing processes for products, . -
flmplementatlon of which is difficult to confirm or estimate from

the end product (structure)

WEiéméiés'Of.Hanufaétﬁriﬁg Techholbgy:1nC1ﬁded]in]this Subject
. Matter S -

Exampleﬁlr A.n@thod of radratlng specrflc wavelength ultra-
' B vrolet llght onto photo-sensitive resin formed on a
snbstrate ~and developlng the resin thereafter to

tobtaln a prescrlbed resin pattErn

Example 2: A.manufacturlng method and apparatus for a!!casettewgg;'

gﬁtape 1n whlch a ﬁagnetlc tape. is wound about reels;I
.lafter the reels are installed in the cassette.

-Exeméie 3::'.A processrng method for electronic machinery in

which manufacturrng data at the time of manufacturlnq ,

the electronic mechz.nery is stored :Ln a memory Wlth:l.n
the machinery so that the data can be referred to
when processing.

_Exemple 4: A firing method for ceramics having characteristics

such as a temperature profile in the firing oven etc.
Example 5: A method and apparatus for checking for deficiencies

17




Example
Example

Example -

Example

6:

on the surface of a substrate.

An adjustment method which adjusts by detectlng an
offset load which applies a load to a specific
location after assembly of a 1oad cell and trrmmlngfi'

©“*a corresponding location.

A thermal processing method for skew bevel gears
fwhiCh'heats ‘the entire gear to 800°c‘£6“900bdhéfter fr

em;ttlng a’ laser beam ontc the tooth surface of ‘the

“‘bevel.’ |
”:A.metal die for fcrglng 1n which a nltrlde carbonlzedir;
"layer is formed on a die surface. ' . e S

Cheating method for assembly robot usang CAD data. B

sExamples of Manufacturlng Technology'not 1ncluded ln thls Sub;ectiﬂe~

Matter:
Example

Example

.':ExampleT

Example

BER

3:

An engrne “camshaft 1n Wthh hardenlng of 0 5mm or_“”
‘more is performed on the cam surface (because traces

are left on the product).
A sealing method of coating a seallng solutlon of the

- same color as the. body paint ‘color ‘on the body of anf~_r
_ automeobile (because traces are left on the product). ]“,
In relation to a chemacal productlon_ method S

" chemically modifying a known materlal that in which
57?performance of that:method ls estimated from analysis

" of lmpurrtles a produced compound.

i Ina polymerlzatlon:method uslng a specaf;c catalyst,
~‘that * 1n whlch. performance of the polymerlzatlon
“ method is estlmated by a catalyst remalnrng from

”fj”fanalysls "of*"a fllm .' obtalned " by the'"*

18




I. GENERAL ITEMS

I-1 _What is your company 5 main type of lndustry?
' '__“D_ Mechanlcal/metals. : :
'O Electrical
0 Chemical AR :
o ‘Others ( = e o )
1-2 - How many domestic patent appllcatlons did your company
' file during 1994 ? T TP P SR
0 ©Less than 300 . 0. Up to 500 O Up to 1,000
_ 0O vp to“3,000'. O 3,000 or more. |
I-3 Among all patent applications, - approxzmately what
| __percentage of applications were related to manufacturlng

| 'etechnology? Please answer-w1th1n.the 1rm1ts of your'maln
- industry. , R ST
D 0% O Uptost O Up to 10% O Up to 30%
:_=D | Up to 50% _Q_. 50% or more.

I;éfhf”‘Does your company'have a productlon base overseas? (More
o ;than one answer is possxble ). '
n _”Yesrrff--#__Whlch country . ? . , _
R ‘0 Uu.s.A. O Europe. ﬂD . Asia
O oceania u ‘Other..
I-5 What is the ratlo (%) of overseas. (EP, JP, etc.) patent

zappllcatlons to US patent applications in your company?

klPlease compare . the number of cases, not the number of
countries. e e e |
‘D 0% O Upto 108 'O..Up to 20%: O -Up to 50%
0 50% or more . '. : ." ‘s s ' ..
I-6 . What is the ratlo (%) of overseas patent appl;catlons
“ 3relat1ng to manufacturlng technology to. total overseas -

D 0% _D[ Up to. 10% y;ﬂs Up to 20% B o P Upeto 50%

Q : 50% or more
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II.

I1-1

'.Il’zﬁﬁ

S II-3

_*11-4'.

_ IN-HOUSE ATTITUDE TOWARDS MANUFACTURING TECHNOLOGY

Does “your company dlstlngu;sh ‘between treatment of
general inventions and manufacturlng ' technology

inventions?
g Yes
O  NoO ~~me-a- - -III

" Why 'does your company make ‘this dlstlnctlon? ‘(Please

answer in order of prlorlty )

:,'U-Vkl "} ‘Do not frle patent appllcations
0 ( ) Manage as know-how ————mee=  II-4

Oy o other (T T j'_' oy
-What is- the” reason “for not flllnc such 1nventlo e?

j“a(please answer in order of prlorlty )
1 5 Y (R To prevent leakage of know-how

C O SRER | f) 'FBecause there rs the pOSSlbllltY of false

accus atlons of J.nf r.rngement bea.ng brought :
_ rdué to- flllng ' ' _ ‘
a ( ) Because" effectlveness of rxghts are llmlted

o) Because " * it ‘is‘“ dlfflcult “to prove
lnfrxngement
D ( )  Because manufacturing technology is the

property of the company and not to be made,_
‘open to the publlc to begrn w1th '

H;Who ultlmately judges whether patent appllcataons are-“

filed or not? (Check one only )

-0 Technical Department

o Intellectual Property Department

II-6

- QT onlyf) e T
~ =@ 'According to such standards as a company

;f:ﬂ Other (- SR - _ _m%rpiﬁ_f"I . :5

' II-5 . "By what means do you make the above dlstrnctlon? (Check

- manual etc.

‘0 on the basis of rnd;v;dual judgment

O Other . ( )
What is the advantage of maintaining a large amount of

20
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II-8

11-9

. .manufacturing technology which has not  been -filed?

(Please answer in order of priority.)

0 . ( ) ..Can make long-term know-how agreements
O ( ) Can often use original technology not!!
possessed by other companies in products
o ( ) No advantages = - - ‘ : : :
-8B .(.) . oOther ( o Coe )

Do you manage manufacturing technology which has not been

.filed as a patent application ? -

0 Yes
0 No ~wse=me—= II- 9
How do you .manage such- manufacturlng technology? (More

than one answer is possible.),

0 Make = confidentiality - agreements Wi_th employees
concerning specific technology. C

.0 Take custody of related documentation in order to

prove prior use

o Utilize in-house registration system : :

Do you compensate the  inventor for development

”'.-:manufacturz.ng technology which will not be filed as a
_patent appllcata.on ? | | 4

0 Yes

E N
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III. .

- ITI-1

II1I-2

p”111+3_~
o ~ technology which has been f:Lled and” reg:.stered as a

‘III-4 = When you file patent applications in the Améfioa;:do you

~“IXI-5

_ PATENT . APPLICATIONS RELATING TO MANUFACTURING TECHNOLOGY

- Does your company file patent applications in America for
‘manufacturing technology? ' '

O Yes
0 No ~——==—- - I1I-4
Why do you file? (Please answer in order of prlorlty )
‘0 (")  To maintain first-to-file rlghts'?”“
O ( ) To prevent other’ companles from acqulrlng_
_ rights o
o ( ) Protecting secrets is dlfflcult
‘0. ( ) Advantageous for agreements
o (¢ ) For company public relatlons
.0 ¢-) - To advance development o S .
O () Other ( ~ P l__:ﬁpp;:o%,p _ )

What are the advantages of maintaining mamifacturing

patent right? (Please answer in order of" prlorlty )
O ( ) Utilizing it together w1th product rlghts 1n7
: 2 : package ‘licenses R o N

=0. (") " Por when employees leave

D -{ )  No advantage ‘ .
D ( ) Other ( | R )

typically file corresponding patent applications in

Japan?

O Yes 0 No ——-=- - III-5 : o
Why do you only file in the U.S.A.? (Please answer in

order of priority.)

g () It is better to acquire patent rights in the
o U.S.A. due to the existence of the dxscovery"

e . - -1 B S .
-0 ( )  For company public relations.

0 () If not granted rights in the U.S.A, cammot

be made open to the public : _
0 { ) By gaining a process patent in the'U.S,A.,
this'right can be exercised against products

22




III-6

o
D .

¢
!

produced outside of the U.S.A. by that

Ntt_rprocess:and imported into the U.S.A.
)
)

'Because your company has sites in U.S.A.

Other ( P : )

Recently the number of companles whlch are positively

‘pursuing filing of patent - appl;catlons relating to

:; manu£actur1ng technology have been Aincreasing; do you

III-7

- ITI-8

think that your company should increase the number of

patent appllcatlons relat;ng to manufacturing technology

in the future? (Check one only.) . -

i

g

| ( ) Should increase _ - .
o () Should decrease ~———=—= - . III-8
O ( ) Should maintain current conditions --= . Go~
" to end
B ( )  Should not file --w=--- ~ III-8
o ._( ) - Don’t know ——————————— - Go to end
Why do you think they should be increased? =e—--- -  Go
to end. (Please answer in order of priority.)
a ( ) Because there is a limit to protection of
‘secrets and patent applications should be
.. .. filed and rights obtained =~ =
B () Because many employees are leaving and
protection of secrets is becoming difficult
0 ( ) Because there are many cases of development
- in cooperation with other companies and
- this ' company cannot solely own
o technology | |
( ) Because company publicity is important
O ¢ ) Because disputes with other companies are
' _increasing '
] ) Because there is a discovery system o
I )To -maintain..the . right..as-. the subject of
a cross-licensing
( )  Other ( | )

Why do you think they should not be filed or should be

decreased?

(Please answer in order of priority.)
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w0 - { )" “Because know-how is" the property of the
. 'company “&nd it ‘is advantageous to have a
- " large amount of undisclosed know-how

Because protect:.on of secrets is possible .

Because by making- conf:.dent:.allty agreements;

‘the perJ.od of protect.lon as a “know-how -
_ "-'agreement can be extended beyond the period
_ )  of patent right - - | o k .
=0 “ (<) - Because 'the - effectiveness’ of '”"r:ié‘ht is | '

o o |

: limited | I
O ( ) . Other. ( : - | 7. N . )

'THANK YOU FOR YOUR .COOPERATION. =~ ' "
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EXAMINER INTERVIEWS DURING PATENT PROSECUTION

A survey was conducted among PIPA companies both in the
U.S. and Japan (see Appendix D). Some of the more
interesting results are the following:

JAPANESE PATENT ATTORNEYS
The non-chemical Japanese patent attorneys interviewed
‘cases in the JPO almost twice as cften as chemical Japanese
patent attorneys. This is the conclusion from Appendix B,
where the sum of the averages of all interviews conducted
‘was 50%, whlle in Appendlx A, the sum of the averages. of alln
interviews conducted was 28%. o
The interviews by non-chemical Japanese patent R
" attorneys also appeared to be more effective than those by
chemical patent attorneys. This is the conclusion from
- Appendix B, where 52% reported less prosecution after the
interview and 26% reported that the prosecution was about
‘the same as usual, as compared to Appendlx 2, where the
‘corresponding % numbers were 42% and 37%, respectively.
: For 20% of the interviews (average of 18% and 22%) by
both chemical and non-chemical Japanese patent attorrneys,
there was MORE prosecution after the interview than usual.
-'Perhaps this is. the result of,s;tuat;qns_where more
complicated cases were interviewed. . The more prosecution
.. afterwards could be the result of the complexity of the
.case, rather than the ineffectiveness of the interview.
. About 25% (average of 29% and 22%) of both chemical and -
~non-chemical U.S. counterparts of Japanese cases were :
nlnterv1ewed in the USPTO.

U.S. PATENT ATTORNEYS

: Among the U.S. companies reporting, chemical patent

~ attorneys seemed to interview about the same rate as their
- non-chemical counterparts. This is the conclusion from

- Appendix C, by comparing the personal interview average % -

- and the phone interview average % for the two groups.. One
.is 10% higher while the other is 11% lower.

' In the U.S., interviews were effective in reducing
prosecution after the interview in about 76% of the cases.
This is shown in Appendix C by averaging 78% and 75% for
'both chemlcal and non—chemlcal U S patent attorneys.

_ COMPARISON BETWEEN JAPAN AND U.S.
' In contrast to the 20% of Japanese patent attorneys. who

- reported MORE prosecution after an interview, there were no 1_"'
" U.8. patent attorneys who reported that to be the case. '

- In the U.S., personal interviews were conducted in
about 56% of all applications (average of 61% and 51%), in :
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serve to advance' the qulck ‘and accurate’ examination of the

comparison to Japan, where only 16% (average of 15% and 18%)
of all applications were personally interviewed. o '
In the U.S., telephone interviews were conducted in

about 77% of all applications (average of 72% and 83%), in

comparison to Japan, where only ‘11% (average of 8% and 15%)

of all applications were personally interviewed.

: Thus, U.S. patent attorneys have personal interviews

. three times more often than their Japanese counterparts, and
‘have telephone interviews seven times more often.  Perhaps
~the reason for this is that interviews are a comparatively

- new procedure in Japan, and the Japanese patent attorneYS"'”
haven't yet fully adopted this procedure. ' :

'~ Also, interviews in the USPTO were reported to be :
~effective in reducing prosecution afterwards in about 76% of
the cases, as compared to interviews in the JP0O where only
- 47% of the interviews were effective in reducing prosecution

afterwards. Perhaps the reason for this is that the n
~ .Examiners do not yet have enough experience w1th this
' procedure. :

_WHY INTERVIEW AN APPLICATION? -

: The purpose of an- intérview is to develop and clarlfy
the issues which hopefully will lead to a mutual :
understandlng and thus advance prosecutlon

AUTHORITY FOR INTERVIEWS
U.S.:37 § CFR 1.133;

o Interviews with examiners concerning appllcatlons and
other matters pendlng before the Office must be had in the
examiners' rooms at such times, within office hours, as the-
respective examlners may designate. Interviews will not be
permitted at any other time or place without the authorlty

- of the Commissioner. Interviews for the discussion of the
patentability of pending applications will not be had before

the first official action thereon. Interviews should be 32
arranged for in advance. T SRR

_ While the examination of a patent appllcatlon is to be

- carried out on basis of formal written documents, an : _
~ interview may 'be conducted as a auxiliary procedure in order’
to lead to mutual understandlng between an examiner anda
~patent. appllcant or a, representative thereof, -and thereby

. application.

MODE OF INTERVIEWING . - _
Interviews can be conducted by phone or ‘in person.  An

, advantage of interviewing in person is that the patent

' attorney can build up a rapport with the Examiner. -T-
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conducted a series of interviews with one Japanese Examiner
over a period of three years. The first interview resulted
in very few allowances. At the next one, he allowed more . .
cases. At the final one, he allowed almost all of them!

LENGTH OF- AN INTERVIEW
Generally speaking, an 1nterv1ew should last no longer“,
than about 20-30 minutes. .. - & .. .- - . C

'WHEN TO II\'ITERY.TIEW'p : .
The best time to interview a case is after the flrst o

‘official action and prior to amendment. If an amendment is

filed before an interview, changes in the amendment may have.

'to be made as a result of the interview, which is espec1ally,

~ a problem.in Japan in view -of the limited tlmes for. maklng

an amendment. : . _

- EXHIBITS

_ Exhibits are very desirable and can be very 1mpre551ve
to an Examiner. Since Examiners deal with reading thlngs on -
. paper all day long, a tangible representation of an. '
invention is a welcome break from the Examiner’s dally
‘routine. When possible, -exhibits should be taken which
result from the examples in the application. Copies of an
exhlbmt may be attached to the response: 1f feasible.

ADVANTAGE OF INTERVIEW -

: -Sometimes . an Examiner may not have completely read or .
fully understood an application and may. not have apprec1ated_
~the importance of the invention. In preparlng for an -
interview, the Examiner will have to review the appllcatlon
and reread it, which is beneficial. ‘ _

I have had several interviews in the JPO where the .

Examlner ‘told us he had prev;ously decided to give us a e
Final Rejection, but after an explanation at. the 1ntervzew.”_
" of the examples and the results thereof he changed his mind

o and allowed the cases.

. An interview is an opportunlty to p01nt out spec1f1c
features of the invention. The Examiner's attentlon can be.

- directed .and focused to. the most 1mportant parts.. Thls is

. most effective when the ‘interview is in person. . Also, at a -
. personal interview, . questlons can.be answered whlch ‘the

Examirer may have; but was too" embarrassed to put irite"
writing. - .

- IMPORTANCE . _
- Taking the time to interview an applzcatlon sends a

message to the Examiner that the appllcatlon is 1mportant. .
- .Just being there can tip the balance in your. favor ina .
close case. It is easy for the Examiner to reject an
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application on paper, but more difficult for him to loock you
in the eye and reject it. - It is easier for him to allow it ..
if you are there in person!

HOW TO CONDUCT AN INTERVIEW _ ‘
A copy of the proposed amendment to the clalms (w1thout-a
comments) should be given to the Examiner at the interview.
Your comments should already prepared in your response to
use as a “brief” in discussion with the Examiner. - You: .
should be persuasive, but not argumentative (this is for

" U.S. practitioners only, since Japanese practltloners are
- never argumentatlve) : _ o

EMPATHIZE ) ‘ : ‘

.¥You should try to understand the Examlner s pos;tlon
You may have to make further or different amendments. You
should let the Examiner know yvou are willing to compromlse

- and work out a mutually agreeable solutlon.

. COST BENEFIT

If you can get the appllcatlon allowed at the' :
‘interview, you will save substantial time and money by
obviating further prosecution. The Examiner will also

_ beneflt since you will have saved his tlme as well.

BETTER COVERAGE .
I have had personal interviews in the USPTO when the

Examiner suggested amendments less onerous than I had

" thought to propose. This never would have happened if I had

not been there in person.
Also, on one occasion while interviewing an application

‘in the JPO, the Examiner proposed several amendments to the
-claims. My technical person and I talked it over and looked

sad at the possibility of having to make such amendments.
We discussed how these amendments would not give us the
protection we thought we were entitled to in order to fully
protect our invention. After some further discussiom with
our Japanese representative, the Examiner allowed the case
without any amendment at all. I do not think this would
have happened if we had not been there in person.

- A CASE STUDY

One attorney at my company makes it a practlce to

personally interview every application in the USBTO in which ™=

an interview would be useful. Many times he thought he knew.
exactly what amendment to make to get around. the Examiner's
rejection. In about 30% of the time, however, he found his
proposed amendment was not what the examiner had in mind to
make the claims allowable. However, by talking to the
Examiner, he was able to come to an agreement on a different -
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amendment and was thus still able to get the case allowed
after only one amendment.
. This attorney has been with my company for 30 years and
has only had gppe appeal in that entire time! ' He alsc has
never had to file a Continuation Application, used prlmarlly
in the U.S. to ‘get the Examiner to consider a second :
amendment -after a Final Rejection. "He is also very-
.1nexper1enced in filing amendments -after 'a Flnal Rejectlon,
since he has had very few of them as well. S
‘The lack” of "post~Final Rejection" prosecution has
- saved him a lot of time, and the company has also saved
money in not paying fees for filing appeals, appeal briefs,
Continuation Applications, extensions of time, etc. This -
attorney is then able to use the time saved in prosecutlon
to flle more appllcatlons than hlS assoczates do. ' :

;QCONCLUSION : S : S -

Interviews can be very txme and cost effectlve in

- reducing prosecution, especially if done 1n person, and
should be taken advantage of more often _ e
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APPENDIX C
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APPENDIX D

An interview with a Patent Examiner means an orai discussion of a pending patent
apphcanon, either by telephone or in person between the Patent Attomey and the Patent

1) What percentage of patent attomeys m your company mtemewed cases in the USPTO L

last year : _ _ _ S A, -

@) over the phone

b) in person |

) both. o _ T » |

2) For those patent attomeys who mtervzewed cases, what is the percentage of the cases R

that were : " : s

a)mthechermcalﬁeld o

- b)in the mechamcallelecm::al ﬁeld. i Lo B, '

- - 3) For those patent attorneys who interviewed a. parncular case, after the mtemew, d.ld
~ they have

a) less prosecution than usual

by more: prosecunon than'usaal

¢) about-the usual. . _

. Aninterview Wlth a Patent Exa.mmer means an oral dlscussmn ofa pendmg patent g
e apphcatton, exther by teIephone or in person, between the Patent Attorney and the Patent o

' 1) What percentage of patent attomeys in your company mtervtewed cases in the IPO last ,.:
year - - _
' a) over the phone
b) in person
; c) both
- 2) For those patent attorneys who interviewed cases, what is the percentage of the cases

-~ that were -

they have

a) in the chemical field or
' b) in the mechanical/electrical field

~ 3)For tbose patent attorneys who mtemewed a parncular case, after the mtervxew, d1d S

a) less prosecuuon than usual
- .. b) more prosecution than usual
_ ¢) about the usunal. :
4) What peroentage of your U.S cases d:d your U.S. patent attorney interview in the
USPTO'? ' '
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o @) Summary '
| Along with 2 movement seeking international harmonization of mtellectual |
property systems, the Japanese Patent Law has been revised effective as from
July 1, 1995 (except for the provisions concerning post-grant opposition system -
and accelerated examination system, which separately enter into forceon.
- January 1;-1996).-- According to a revision concerning a method of deseripion -~
for specification and implementing guidelines for requirements of description AR
 for specification in the Patent Office's éxamination guidelines accordingly
" reviewed, for example, description of claims for a patent can be wider inscope
with a fairly high degree of flexibility allowed as compared with the '
~ conventionally accepted description.  Particularly significant for foreign
applicants is the introduction of a system accepting English-language
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applications. T
This paper outlines the revised Japanese Patent Law, including the above
revisions, and explains the contents of revisions concerning application - - .
~ procedures with their effects significantly affecting applicants, divided into
procedures at and after the time of filing of an application and covering a whole
| process from the stage of an applicmion to the grant of patent, - .-
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== enforcement of the TRIPS. A greement concerning inteliectual property.

1 PREFACE
1-1- Foreword TR
On December 8, 1994, the amendment of mdustnal property laws (Law No

116 of 1994) was passed into law at the 131st extraordinary D_ret session a.nd o
o promulgated on December 14, 1994. ‘ o
. The revisions included in the amendment will enter into force on July 1, 1995
~except for the provisions concerning post-grant opposition systern_(whrch will separately

enter into force on January 1, 1996). o -

This paper outlines the revision except for the post-crant opposmon system and
studies their major points from a practtczl viewpoint, covering the filing of an apphcanon '
to the grant of patent. : L

-1-2  Background behind Revision of Law : _
o - The revised law due to be enforced as from July. 1 1995 was prepared basedon
a reconunendation concluded by the Intellectual Property Councﬂ in September 1994 to

establish environment inductive to the promotion of creat:ve business activities in the e

'Japanese industry and cope with international movements as reoogmzcd in the TRIPS

Agreement of the “Marrakech Agreement to Establish A World Trade Organization (WTO

Agreement),” U.8./Japan Framework Talks.and the Patent Harmomutxon Agreernent to

__promote mtemattonal harmonization of the mdusl:nal pmpertv systems

1-2-1 TRIPS Agreement ) :

_ (1) Htstory B

- The Uruguay Round of GATT talks started at the Punta des Esta Ministerial

' Mesting in September 1986, with industrial property as one of its subjects. Seven

years of negotiations that followed were put to an end when the so-ca]led Dankel paper

was issued. In December 1993, an agreement was reached to oonclude the “Marrakech

Agreement to Establish A World Trade Organization (WTO Agreement).” _On Apnl 15,

* 1994, final documents on the agreement were signed by ministers from. pountn_es

participating in the negotiations. o .
The WTO Agreement came into effect on January 1, 1995 reaumng the

its rauﬁmuon and domestic legal procedures, mcludtng revisions of the exlsung laws
The enforcement of domestic legal. procedures is. provrded a grace penod of one year

" after the agreement's taking effect. - .
The TRIPS Agreement, while setting a minimum of legal protecuon si gnatory

" “countries accord to intellectual property, obligates the observation of the extstmg
intellectual property agreements, treaties and conventions, including the Paris '
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‘Convention. Having 80 countries or more as signatories to it, the agreement can be
recovmzed as one substanualiy setting mtematzona]ly common rules on intelléctual
| property : _. Ce
' (2) Revised Law and Related Provisions - o .
: Followmg the ratification of the TRIPS Agreement, the rev1sed Iaw mcorporates
the { oIlowmg revisions in correspondence with the prowsxons of the TRIPS AgreemenL
“@ Extension of Patent Term T e : ‘
‘ Based on Article 33 of the TRIPS Agreement the term of a patent is setat 20
.years from the date of filing. ‘ : L
| (Article 33 of the TRIPS' Agreement - The term of protecuon shall not expire
before a lapse of 20 years from the date of filing.) : :
- ® Addition of Patentable Subject Matter o o
) " “Inventions of substances manufactured by the tmnsformanon of the atom”™ .
="were deleted from the list of unpatentable subject matters. - Inventions of substances . '
| manufacmred by the transformation of the atom are now patentable. . -
. (Article 27 of the TRIPS Agreement - A patent shall be granted in all techmczl
" _ : areas wherever its novelty, inventiveness and industrial appl:eabﬂlty are recogmzed.)

@ Expansmn of Scope of Patent Right o
“Of fenng for sale” is included as an act of - workmg or: mfnngement of an

- invention.

(Article 28 of the TRIPS Agreernent Exclusive nghts shal! be gmnted toan
article mvennon with respect to the manuf; acturing, use, offering for sale, sale and

_ exponauon for the purpose ‘of sale of the artizle and to a method invention with respect (0. |

S ".the use, offering for sale, sale and exporrauon for the purpose of sale of anarticle
| ','_:'j‘uobtamed from the method.) - e e |
h @ Terms and Conditions for Transfer and Invahdauon of Compulsory LAcense \

* Tetis and conditions for the transfer. and invalidation of compulsory license are
revnsed in favorof a patentee. oy L

(Amcle31 of the TRIPS Agreement- < . -~ -+ . -

'+ (¢) Adjudicated license shall notbeassxgnea wxmoutpaz::of penmned

: ':husmess or sale. : :
' ( g) Adj udlcated heense may be mvalldated onthe coudmon thal it protects

due interests of 2 licensee when and if it becomes not sausfactory with requirements for

" the adjud:cztlon ) IR i
® Allowance of Priority Right to Apphmon from Slgnalonw to TRIPS Agreement
Pnonty right may be applicable to TRIPS member countries which are not -
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members of the Paris Convention.
(Arttcle 2 of the TRIPS Agreement Member countries are obligated to abide by

_ Amcles 1012 and Article 19 of the Paris Convention and recogmze cla1m of pnonty

right based on an appltcauon filed in member countries. )
1-2-2 U.S./Japan Framework Talks

~+(1). . History

. In October 1993 the lntellectual Property Working Group was set up as part of
the U.S./3apan Framework Talks and negotiations started on the mtellectu.al prOperty

systems of the two countries and thetr practtces
Mark:mg the first agreement coming out of such negotiations in January 1994,

~ Japan agreed to mn'oduce an Enghsh-language par.ent apphcanon system and the United
 States agreed to change the date of a patent's talang ef fect. o

.. The second agreement came in August 1994 when Japan agreed to modtfy s

' post-grant opposition system, improve the opetanon of its examination system to

facilitate and exoedlte examination and restncttvely grant compulsory license with respect
to dependent invention and the United States agreed to mtroduce an early laid-open
system, 1mprove its reexa.mmatton system and restnct grant of compulsory hcense with

Tespect to dependent invention.

These agrecments are mcluded in the TR.IPS Agxeernent and the Patent -

: Hannomzatton Agreement and are advance steps partly taking ifi 2 iater-mtensxfymg - L

- movement seeking the international hatmomzanon of intellectual property systems.
(2) Concrete Measures Incorporated mto the 1994 Revision of Law

'Following the agreements menuoned above, the 1994 Revision of Law is”

. concretely. calling for:

) system toa post-grant opposition system by .Ianuarv 1, 1996.

g ik 54 e R B P

® Introduction of Onomal Language Patent Apphmuon system -
The Japanese Patent Office is to start acceptmg apphcanon in the Englrsh -

- language by July 1, 1995.

@  Shift to Post-Grant Oppomuon Systern o
. The Japanese Patent Office is to shift from the present bef ore-grant opposmon

. New Acceierated Exannnauon SYStem e
The Japanese Patent Office is 10 1rnprove and accelerate its examination with

: + Tespect to applications also filed outside Japan.

® Restrictive Grant of Compulsory License of Dependent Invention -
- The Japanese Patent Office is to resmcttvely practice an ad}udlmtton system for

- the grant of compulsory license with re8pect 0 dependent 1nvenu0ns as from July 1,
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1995
: Followmg the mtroductton of the Enghsh-language patent application system,

the penod for amendment and descnpnon requtrements for spec:ﬁmuons are a]lev:ated as
explained below: _ o '
d® Alleviation of Period for Amendment and D:v1sxon g
. Anapplicant is allowed toamend a specmmtmn and drawings at any time from
the filing of an application to the notification of a first substanuve communication from
‘the Patent Office (before the dehvery of nouﬁwtzon of a deci sion on publication (a:
decision on the grant of patent as from Januarv 1, 1996) and up to atime allowed fora
“reply to the first substantwe oommumcal:on frorn the Patent Off:ce)
@ Revision for Description, Reqmrements for Specnﬁmuon '
An applicant is reqmred o state ina claun al} the necessaty ‘matters to define an
'mvenﬂon for which a patent is sought. A detaﬂed explananon of an mventlon shall be -

- ~made clear to a degree 1o allow a person w:th ordmary sk.tll in the att to exercxse it

_ Item @ abovein paruaﬂa.r results from ¢ a review of the present descnptton

-requirements for specifications _whtch are dtfferent from those provided in'laws and -
ordinances in the United States and Europe, the TRIPS Agteemeﬂt and a draft Patent
Harmonization Agreement and reqmred tobe mochﬁed to be 1ntemattonally compauble
- . 1-2-3  Patent I-Iamtomzauon Agreement .

(1) .History . DR

A draft Patent Harmomzatton Agreement of WIPO proposed in December 1990
_has been left pending without substantxal studv conducted on it w1th vxews splzt in the

United States overa proposed shift to the first-application rules. " °
~ When U.S. Secretary of Commerce Brown announced in 1954 that the Umted '

States would keepits ﬁrst-tnvenuon ruies for the time betng, the agneement was

substantially shelved off.
In May 1994, however, Secretary Dtrector Bogsh of WIPO aﬂhng for the 5

y resumption of diplomatic level talks, proposed to:
(@) delete from the draft agreement the ﬁrst-a.pphcauon rules a graee penod and time

~-litnitations on examination,

- (b). delete from Proposal (a) paIentablhty requ“ements'and provtsmns con g —

 application amendments, and
- (c) further delete from Proposal (b) substantwe reqmrements only to keep prowdural

. requirements. -

_ ‘He called for a revnsed draft to be adopted at a general assembly in September
after studying these three opnons R
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This proposal was followed by active debates between the United States,
Europe and Japan. However, a final conclusion reached at the general assembly in
September was a compromise that calied for a council meeting to be convened to review
the draft agreement and its handling, possibly including a political decision, in the first
 half of 1995, with results to be reported to the WIPO general assembly.

With Japan remaining opposed to the deletion of the ﬁrst—apphmtxon rules as
sought in the proposal and private organizations in the United States objecting to the new
proposal, the Patent Harmonization Aqreement is not hkely to be concluded in the near
future.: - . ‘ ‘ '
- (2) Provisions Relaung to 1954 Revns:on of Law o
| As described above, there is no clear prospect for the conclusion of the Patent
Harmonization Agreement which mclude in 1ts dra.f tthe followtng provxsmns relaung to

-the 1994 Revision of Law.
< = - Disclosure of invention and Specxﬁmnon (Sectlon 3 Amcle 2 of Implernentmg

Rules) ,
- Description Formality of Claun (Sectton 4 Amcle 3 of Implemennng Rules)
- Original-Language Patent Appllcauon (Secnon g, An.u:le 7 of Irnplementmg Rules)
- Period for Amendment (Sect:on 149 o
-~ .Correction of. Mlstranslatlon (Section 17, Amcle 9 of Impiementtng Rules)

i - Post-Grant Opposition System (Sectlon 18) -

Interpretauon of Claim (Section 21)
- The 1994 Revision of Law, which followed the ranfieatlon of the TRIPS

: Agreement and intellectual property-related agreements between the United States and
o ~_Japan has its major purpose to achieve the mtematzonal hannomzauon of intellectual
property systems and provide qmck and enough protectmn to techmcal achlevernents _
made in Japan. a : -
Table 1 shows outline of the 1994 Rev:sxon of I_.aw andits relanonshlp with
movements seeking to promote the mternauonal harmonization of inteliectual property
- systems which haveled toit. Besides measures reqmred by the above-described
and Japan the f ollowing measures are to be taken .
(@ ~Restoration of Patent Right I_.apsed Due to Non-Payment of Patent Fee
@ Revocation of Reservation of PCT Provisions
= Alleviation of Language Requtrements for Intemanonal Apphmnon
- Alleviation of Requirements for Translatton of Clatm to be Submitted

ST

- This paper now wxll discuss the eoncrete contenrs of the 1994 Rev:snon of Law :
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and Points in Practice.

2 APPLiCATION PROCEDURES AND THEIR PRACT ICES AFTER REVISION
OFLAW : e R ST
221 Appltcauon Procedures - _
:2-1-1. AddmonofPaIentableSubjectMatter L

; (1) Coments of Revrswn _ B -
"Invenuons of substances manufactured by the tranisformation of the atom”

were deleted from the list of unpatentable sub_;ect matters substances manuf actured by
-+ the transformation of the atom are patentable R R

- (2) . Purport of Rewsron _
‘In Japan, inventions of substances manufactured by the transformation of the

| atom were made unpatentable to protect the domesttc mdustry when the 1959 Patent Law

- was introduced. In the 1975 Revised Patent Law (mtroducmg substance patents), the

inclusion of such substances was camied over with conmderatton 10 the level of technical

~-.\deveiopment in the ﬁeld whtch sttll rematned low. o ' Lo

. However, the TRIPS Agreement recenﬂv concluded snpulates inits Article 27
 that“a patent shall be granted for all kinds of technology, whether they are fora

- substance or a method, where thev satrsfy novelty inventiveness and industrial use.” It
- 1s thus not allowed to keep such substances unpatentable from the viewpoint of industrial

B protection. - As the nuclear mdustry in our country has advanced reachmg atalevel
- comparable with its counterparts in tnagor industria! countries, there does not existany
- solid ground to justify unpatentabrhty from the v1ewpomt of industrial protection. -

. Therefore, “inventions of substanoes manuf; actuned by the txansfonnauon of the N

:atom were deleted from Section 32 of the Patent Law, allowmg substances -
. manufactured by the transformatton of the atom to be patented -
: (3) Points s R T P
- Aa) . Thisapplies not only to apphcattons ﬁled on and after July 1, 1995 but to -
s appltca.nons pending at the Japa.nese Patent Office on that date Wwith the inclusion ofa =

-substance-manufactured by the. u-ansfonnatlon of. the atom descnbed 1in a.n apphcauon

specification.and. drawmgs (Appendix 3, Paragraph 1)
' 'In the latter case, however, an amendment needs to be made by January. 1996

(Appendix 3, Paragraph 1). Evenan appltcnnon which has been published is allowed
to amend its cla:ms soas to mclude atom ttanSfonned substanoes described i in its

.. specification and drawmgs (Appendtx 3 Pamgraph 2).: EERE

(b) Im amendment procedures itis nececsary to spectfy an amendment ina form
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- provided in Appendix 3 of the Implementing Rules (Appendix Form 2) as “an

amendment under the provisions of Appendix 3, Paragraph 1 of the 1994 Revised Patent

I;aw.”- .
2-1-2 Descnpuon Reqmrements for Spemﬁcznon
Description requirements as speqﬁed in Section 36 of the Patent I..aw have not

__ changed in essence since they were first specified i in the 1959 Patent Law and have '
- become required to be reviewed in light of diversification of inventions and technologies

brought about by recent technical renovation and developmem and the mtematlonal

harmonization of description requirements for spec:ﬁcauon.
- Thus, description requirements for specifications have been changed to cope

with technical diversification with their international compatibility ensured. New

- description requirements for specification are to apply to gpphc_a_ﬂons ﬁled on and aftef
July 1,1995.  In accordance with the Revision of Law, also the Working Guidelines of

description requirements for specifications in the Exammanon Gu:delmes of the .Iapanese

Patent Office have been changed. _
2-1-2.1 Description of Claim

(1) Outline of Revision

In Section 36, Paragraph 5 a clann 1s deﬁned as a section where all necessa:y
matters to specify an invention for which an apphcant seeks to obtaina patent are to be

~described. " As description requirements, Section 36, Pamgraph 6 sﬂpulam that an

invention for which 2 patent is sought should be clear a.nd concise.

" (2) . Purport of Revision

Section 36, Pa:agraph 5, Item 2 of the old Pa:ent Law snpulated that’ only
features indispensable for the constitution of an invention for which a patent is sought”

- should be described in a claim. . Then deecnpuon of a clalm does not a.ilow the mcluswn
~ of functional and operational description of technical means. However there are many _
- cases where such description is more adequale o descnbe an mventxon '

What to claim is also a matter an applicant should dec1de on 1ts own R

-~responsibility.. - Although the revised Exannnat:on Guidelines makes it clear to “respect
....Claim description expressed by an applicant at ltS own B
- provision still remains in force, leadmg to the re_}ecuon o z't'n'
- and operational description as its ground. In such a case, an apphcznt in many cases is
forcedto change its conceptual descnpnon into inmted desmpnon of ooncrete means.
- Furthermore, the above provision is peculxar as seen from an mtemauonal S

_'Il_ ” the above-descnbed

viewpoint (under EPC, US, etc.). The provision, thus servmg as an additional
requirement (Table 2) is difficult to maintain, since the Patent Harmomzanon Agreement
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- prohibits imposing on an applicant requirements other than those set forthinthe .« -

agreement. ' ' e TRl a

: Description requirements for a claim have been reviewed to align themselves
with those required under the provisions of the TRIPS Agreement and the Patent

Harmomzzuon Agreement and revrsed mto Secuon 36, Paragraphs Sand 6

| 3 Contents of Revision and Points ~ S R

| @ Secnon 36, Paragraph 5 prov:des that “an apphcznt shall state in a cla.rrn a!I :

matters necessary to define an mventmn for whzch a patent is sought.

r) Contents of Revision T e

_ This paragraph provrdmg for descnpuon of “all matters necessary to define an
invention * calls for essential and fully enough description of matters definingan

: 1nventron without allow:ng the inclusion of completely maaequate and unnecessary

S matters or without omitting descnpnon of necessary matters;

By further defining claim descnpuon as mcludmg “all matters necessaryto

~ define an invention for which a patent is sought,” the paragraph makes it clear thatitis .

up to an applicant to judge for what invention it is seeking a patent and calls fo’r an
_apphcznt to dw:nbe all matters it eonsrders neeessary o deﬁne an mventlon '

. 1) Points _ o R

. (e)_ _ Descnptlon requ:rements for a claim are not cited as a'reason for rejection, -

| opposition or trial for mvahdauon. Once a descnpnon is made by-an applicant atits :

" own will, however, an argument that there are essential matiers other than those

* described or part. of descnbed matters are not essennal cannot be aeeepted as'before the

revrsron
.(b) In practrce, itis possrble to describe concrete means of an embodiment more
o eoneepmally with functional and operational expressmns. R ATPEETR A B
) Secuon 36 Paragraph 6, Ttem 1 prowdes that “an invention shall be an

| invention descnbed in Detarled Explananon of the Invention.” o - |
Thxs 1tem desi gned to prevent an mventron not described in Detailed

| Explananon of the Invenuon from being descnbed ma claim with 2 patent granted foran . .

_ mventlon not descnbed eesenuaﬂy malntams the provrslon of Sectlon 36 Paragraph 5,

'_‘M:Item 1 of the old Patent Law.

| A Judgment under thrs ltem is made as 0 whether sub_]ect mattersin a clatm are

. descnbed in deta.rled descnpuon of an invention.’

@  Section36, Paragraph 6 Item 2 provrdes that ‘an invention for whrch a patent _

.18 sought shall be clear
i) Contents of R_evrsron
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. This item calls for a claim to be descnbed in a manner to allow an invention to
be cieaﬂy understood from the claim.

To judge whether an mventxon 1s clear or not a Judgment under this item is not
only based on description in a claim but takes into account 2 spemﬂcation, drawings and
known technologies other than the claim.

- When description in a claim 1tself is clear for example it 1s Jlld ged whether the
description 1s not unclear from the definition and explanauon of termsina spec1ficatmn :

-and drawings. If there is a clear definition oompleteiy contrary to thatina Spele ication

and drawings or rthereis a definition givena wider meaning than usuaily aocepted the

o description is judged as unclear as it is not clear which is the case.

When descnpuo_n ina claim _ltself is not clear, itis s_tud:ed whether _tenns are
defined or explained in 2 specification or dfawings From this study coupled with |

“known technologies, terms used in a claim are mterpreted o Judge Whether the clann '
description can be called ciear or not.

However, this consideration is limited to 1nterpret matters to spec1fy an

invention described in a claim under the provzsmn of Section 36 Paragraph 5” but not

extended to “Matters (T erm)” not described i inaclaim.
Cases listed in the Exammauon Gu:dehnes as vxolanno this 1tem are shown in

- Table 3. -
i) Pomts

(a) Recently, flembxhly has become pmcuced as for claim descnpnon including
functional and operational expressions. Asa result of the Revision of Law, it has

~ become clear that with the phrases “only features indispensable for the constitution of an
_invention” deleted, a claim can be described with operations, functions, nature,

charactenistics, a method, applications, intended uses and various other matters Under
the revised Patent Law, a simple mclusxon of such descnpuon is not subJ ect to re_;ecuon,

-a great advantage.

However, a caution is needed as the eonoepma] scope of an mventmn when'

- including operations, functions, nature and other specnﬁc matters in 1ts descnpnon is
.. liable %0 become unclear (Table 3, ®)

(b) Inpractice, itis advisable to use, in pnnexple w1delv accepted terms such as

JIS, 1SO and IEC in describing operations, functions, nature and other specific mattex_‘s '
_ - When there is a need to express any matter which is not astandard use,a
caution is needed to ensure that such a matter is oommonly used bya person with

-ordipary s}o}l in the art or, if it is not, its definition, expenment and measunng method
should be understandable to a  person w1th ordmary skill i in the art o
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(c) Asfora produt:t;byiprocess claim, a concrete item is considered to be included
in products produced by its manufactunng process "Even when its concrete
. consumuon cannot be determined, an mvenlmn is not cons:dered as upclear,
| However, a caution is required as such a descnptxon is liable to make the
- conceptual scope of an invention unclear (Table 3, @). |
. " (d).  As fora use invention, a clalm with genera.l description not limited to any
" . concrete use such as medicme (cure or femhzer) compnsmg ... instead of “medicine

- (cure or femhzer) for X dlsease compnsmg -ees ™is not re;ected under this item ‘merely on
the grounds that descnpnon of an 1nvent10n includes a gerieral expressmn of use,

(e)_ ~ As f ora oompomuonal mvennon a claim without limiting the use or property of
an invention is not rejected under this item merely on the grounds that an mvennora '
'relaung toa composmon is not defined by its use or property. © ALK ;
@  Section 36, Paragraph 6, Item 3 provuies r.har. “a desmpuon of each claim shall _
| beconc1se _ L : AN
' 1) Contents of Rews:on
_ This paragraph is to legally clanfy a practice already exercised to recognize a-
- Tedundant description in 2 claun as wolaung Paragraph 5 Item 2 of the same section in
the old Patent Law. T

A judgment based on this item is made as to whether a description of each claim

is concise. This applies where there are more than a smgle claim w1th each claim bemg R
Judged wn‘.h respecttolts concnseness o CT T e
o ~ Cases lzsted In the Exarnmanon Gu:dehnes as vzolaung ttus item are shown in

Table 4. - RS

n) Pomts
_ ) When subsututmg descnpnon in a claim with other descnpuon such as'ifithe -
detalled explananon of an invention, 2 caution is needed in practice to prevent the claim
' descnpuon and the detailed eprananon of an mvennon or the correspondmg descnpuon :
of drawmgs oombmed from beoormng tedundant in all. ' R

"Matters described in a claim to spemfy an mventxon are not considered

' —.yedundant. s1rnp1y,.because the:r deﬁnmon 15100, obv1ous to a person thh ordmary sloll m -

the art. :
" @ Sectlon 36 Pamgraph 6, Ttem 4 prowdes that “descnpuon of a claim shall be'

*made as prov:ded for ina mmlstenal ordmance lssued by the M.lmstry of !ntemauona.l

Trade and Industry ”
" Thisitem, canymg over Secuon 36, Para.gmph 5, Item 3 of the o!d Patent Law

as it was, leaves technical critefia conoermng the description of a clann to the :mmstenal
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ordinance. . . o
- 2-1-22 Des_cripﬁon of Detailed Explanation of Invention
- Section 36, Paragraph 4 provides that “detailed explanation of an invention shall

- be made clear and fully enough to an extent 1o allow a person with ordinary skill in the

art to exercise the invention in acoordance witha mlmstenal ordmance 1ssuod by the

~ Ministry of Intemational Trade and Industry.”

(1) Outline of Revision
Section 36, Paragraph 4 prov:des for a enabling requirement and a ministrial

-ordmance requirement.

- As provided for in the sa.me secnon Paragraph 4 of the old Patent Law, “the

. purpose, constitution and effects of an invention™ have been deleted. ‘However, the -
. “enabling requirement” calling for a description allowmg an invention to be carried out is
_. kept with a provision made, requiring a clear and fully enough d&scrxption whxch allows
" an invention to be carried out. Incidentally, the word “readlly was ormtted but w:th
- no practical effects changed. Cases hsted in the Exannnanon Gmdehnas as v:olaung
- .this item are shown in Table 6.

. The description of matters necessary to understand technical contribution made

' to aninvention by a person with ordinary skill i in the art as oonventlonally required -

through the description of “the. purpose, consunmon a.nd ef fects of an invention” is now

- 'provided for as a ministrial ordinance requlrement. -
- (2) -Purport of Revision '

, . Aninvention born out of a completely mnovanve idea or found through a tnal
and error process is not adequately descnbed wuhln the fmmework of “the purpose,
constitution and effects of an mvenuon In many cases such an invention has its’
purpose understood from a general dw:npuon of i 1ts opemnonal matmers and other -
aspects even when not clearly described.  So are its effects which can be understood

- -.from the description of its purpose. and operational manners, among other things.

Corresponding provisions in the TRIPS Agreement and the Patent

- Harmonization Agreement (See Table. 5) have come to be mtematmnally accepted,”
o IIRKING 1t NECESSATY 10 Make this pronswn oompaub!e w;m them.
. requirements for the detailed explanation « of an invention bein

With deS_CﬂPtlon '

United States.and European countries (See Table 5) apphmnon.. however adequate in

the United States and European countries, were required 1o have theu' soec:ﬁcauons _
changed something against the Spirit] behmd the mtroducuon ofan ongmal-language

'- paient application system.

Since the additional descnpnon of a purpose a oonsntuuon and effects poses
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the high possibility of constxtuttng a new matter, furthermore, it is dif ﬁcult to ensure all
. inventions have their purposes, constltuuon and effects clearly described. - The same
problem is also expected with the dmsxon of an apphmuon which is used as a last resort
instead of an amendment to a clmm after the final rejection is served. - '
Since an invention needs to be descnbed in 2 manner to allow a third party to -
: readtly understand its contents, a certain degree of freedom and flexibility needs to be
allowed to describe a vanety of techmml achlevernents to be readﬂy understood bya
| third party.
-, From the above v1ewPomt the description reqmrements for the detailed

' explanauon of an mvenuon have been rev:ewed and revxsed in the form of Section 36,

. Paragraph 4 of the Revised Patentl..aw T Co S
- (3)- Contents of Revision and Pomts o
- @ Enabling Reqmrement )

- 1) - Contents of Revxsmn _
(@) This reqmrement calls for the deecnpuon of in addlnon to “matters to deﬁne an

-invention,” other necessary matters to enable the invention o be carried' out. * There has
-.beenno substanua.l change in what has been oonvent:onaliy reqmred in'‘this respect
..(®) The revxsed Exanunauon Guldelmes have adopted the new concept of “mode’

) for carrying out an invention” at feast one of whxch needs to be descnbed B
(c) Tosatisfy its qualification as descnbmo “mode for carrying out an invention;”
the description of an invention needs to include its concrete manufacmnng method, ways

~of its use and areas of its apohcauons to allow a person with ordmary skillinthe artto
- manufacture, use and :ndustnally mihze the mventton except in case they are readily - -
) understood bya person thh ordmary skill i in theart. Such deecnpnon also needs to'
“include how matters def :mng an 1nvention each works (operates) ‘ L
1i) Pomts o '
(@) Alllower concepts or thexr optlons Whlch faii within the oonceptual scopeof an -
invention relatmg t0 a claim need not be 1nd1cated. It needs'to be kept in‘mind that if
- embodiments already dmnbed are Jusuﬁably considsred not extendlble bya person with

;_.:ordmaxy skill.in the. art to the full extent.of its oonceptual scope, invention-employing

.' . manners filling in that part need 1o be descnbed,

(b) . Whena claim i is made mcludxng the descnpnon of the operatton funcnon,

a nature or charactenstlcs of an mventxon it needs to be kept in mind that an expenmental

method and measuring method to quanntauvely determine the described operation,
function and ef} fects need to be mdlcated except m case they are readlly understood bya

person with ordmary skill in the art.
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{¢)  Asforan mvention relating to a chemical compounds, at least a manufacturing

- process, use and substance-identifying data as well as at Jeast one example are usually

required as in the past. _ _

(d) - For an invention relating toa manufacturing process, raw materials, their
processing steps and resulting items need to be concretely described in principle except in
case they are readily understood by a person with ordinary skill in the art, 2 newly

- included requirement which needs attention. Any concrete description of a product is
"not needed if itis understandable toa person wuh ordma.ty sloll in the art from raw

materials and a manufacturing process.
@ Ministrial Ordinance Reqmremen;

' :) Contents of Revision

- (8) - This requirement is to make clear technical contribution brought about by an’
invention. In principle, itis neeessary to describe, under resPecnve headmgs the
technical field of an invention, problems an mvennon seeks to resolve and meansto
resolve the problems (Article 24bis of the Implemenuno Rules) An example of
specification description is shown in Fig. 1. i :

- (b).. - This requirement, clarifying technical contribution brought about by an-
1nvennon and serving as a help for examination, search and other purposes is not strictly
applied.. . Therefore, lack of this descnpuon 1s consxdered violating the relevant

 ministerial ordinance only when it does not allow an mvennon to be adequalely
- understood with respect to its techmczl contnbuuon ' o

i1} - Points )
(a) -There has been no change in thax there needs tobe descned atleasta techmcal

field of an invention relating to a claim.
Any concrete description of a technical field of an invention is not needed ifitis

* understandable to a person with ordmazy slnll in the art. It needs to be kept in mind that

when there has been no field ooncexved for industrial apphczﬂon of an invention like one

achieved based on 2 new 1dm coxnpletely dlfferent from an emsnng techno!ogy, onlya

new ﬁeld explored by the invention nwds to be descrlbed w1thout any emsung field

-(b) In n eeeuon problems to be solved by the:nvenuon,” at least one techmcal

- problem needs to be described.  In a section “means to solve the problems concrete

measures which have been employed to solve the problems neéd to be described,
including mode for mrrymg out an invention relanng to aclaim, t0gether with an

~ - embodiment when necessary. This requirement has not cha.nged in essence.  In this

case, the description needs its heading therebefore '. N
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N Any concrete descnptron of problems to be solved is not needed if they are
understandable to a person with ordmary skill in the art. It needs to be kept in mind that
when means to solve problems are understood if an invention relating toa claimis - -

. judged, consxdermg thus- understood problems from the description of an embodiment
and others, description in the manner of “problems to be solved by the mventlon” and.

“meuns to solve the problems is not required. ' B ' o

_ Since the descnptmn of purpose was a requtrement before in this respect, it was
necessary in practice to list up all conceivable purposes of an invention at the ime'of an
~ application.  Against this, if at least a purpose of an embodrment is described, itis

cconsidered to satisfy this requirement, lessening a burden on pracucal wnung ofa -
- specification. _ -
- -Incasean mvennon based ona cornpletely new concept or an mvenuon born
o out of a ma.l and €ITOr Process in parucular has no concewable problems to solve, the -
B -'_descnptron of ‘problerns fo be soived by the mvenuon and means to solve the
- problems” is naturally not requrred allowmg ﬂexrbrllty in the descnpuon of a U
- specification. o
€Y Descnpuon of “pnor art” 1s not specrﬁcally requlred by the rntrustenal ordmance
 Itis different from the requirement m the past. o
; However, itis advrsable to describe background technologles asmuchas -
‘possible as such description would substitute the descnpuon of problems to be solved'.
‘when problems to be solved can be understood from the description of background '
technologies. In this respect, the inclusion of documents which can serve as a means o
" evaluate the patentabrhty of an invention is desrrab]e when there are avarlable hlghiy

L releva.nt documents

ln tlus case, such a descnpuon needs to be made under its headmg before
means 1o solve problems in pnncrple as in the past_ E SR
(d) Descnpuon of “eff ects of the mventmn is ot speclﬂcally requtred by the S
mimstcnal ordinance. Iti rs d[fferent frorn the requn‘ement in the past. R
However itis pracumlly desirable to describe effects of an invention which,

when advantageous, are ]udced asa fact Wthh serve to posmvely evaluate the presence i

.of its inventiveness.
- As before, this deecnpuon needs 1ts headmg
‘7-1-3 Introductron of On gmal-l_anguage Patent Applrczuon System '

(1) Contents of Rews:on
Original-language patent apphcatlons were made possible (this does not apply to

utility model registration applications). Concretely, an original-language text . =
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‘(corresponding to a specification and drawings) and an original-language summary

should be filed together with a Japanese-language request (Section 36blS( 1) of the Patent

-Law), followed by their u'anslauon which need to be submitted within two months f) rom

the filing date (Section 36bis(2)). . An aeceptable foreign ia.nguage is Enghsh.

The submitted translation is deemed to be a formal spwﬁmuon and drawings
which are subject to examination and the grant of a patentright. An amendment to the
submitted translation together with a reason for amendment is acceptable before the

- transmiteal of a decision to grant a patent or until the fast day of the penod for replymc to

a ﬁrst notice for rejection (See 2-2-2 (1 Con'ectlon of Mlstranslauon) _
:As‘an-original-language text 1s accepted as a formal application, its pnor art

effect and internal priority are recognized. Itis alse possible to divide the original

application or convert it into another application. As thesfedivi'sional applications, an _
alternate application and an internal priority—daimed application are not differentfroma -

‘normal apphmnon n requlrements an ongma!-lanouane apphcauon is acceptable as

such.
(2) Purport of Revision ... .
_After January 1, 1994 it was not allowed to add matters not descnbed ina

"specxﬁczuon or dramngs attached 1o an application request (nameiy, a n'ansiated
- specification or drawings in case of an application from overseas) in the form of an

. amendment after the application, applicants, paruculady overseas apphcams badihe”

: j_~follow1ng dxsadvantages

@ ~When a patent appheanon needs to be ﬁled 1mmed1ately before the iapse ofa

- - priority claim under the Paris Convenuon a uanslanon from an original language into

R patent application. = - .

__Japanese needs to be doneina shoxt penod of time, liable 0 cause a mistranslation.

@ Even when a mistranslation is found in 2 Japanese translation, it was not

- allowed to correct it with reference to the ongmal-language text.

To solve these problems, it was demded to introduce an ongma!-language patent

. -application system with apphmons ﬁled on and after July 1, 1995

(3) Points.

@  An; addmonal  power of attomey needs not be submxtted for an ongmal—language .

@ . Witha patent artorney ofﬁce requlred only to make an application request, it is

- possible to effect an application with the lapse of a priority claim near at hand.

@ . The  [Special Note] section in an application form needs to be filled in to

speafy that “Application under the pI'OVlSlOIl.S of Section 36bis(1) of the Patent Law.”

@ Correspondence of Translation with Original-Language Text
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B _below

: A descnpuon not based on word-by-word translation is allowed only if it does
not make its corre3pondence with an original language unclear and if it allows an easier
understandmg of technical matters in the ongmal—language text. -As naturally expected,
a Uanslatlon is hm.lted to describe only matters 'described in its original-language text. -

o _ I: is necessary o keepin mind that if matters not described in an ongmal-

- _langua:,e text zs descnbed inits translanon xt consututes a reason for rejection, -

| :opposmon or trial for invalidation. N Pl e
® Handlmg of Ongmal«Language Patent Appl:canon Not Followed up by Its
Translauon within Two-Month Period o - I S e

_ . Ifa translation of its ongmal-!angua,e text (correspondmg toa speclﬁmtlon) is
ot submxtted an apphrznon is deemed withdrawn. Ll -

. - An ongmal—language text (corresponmng to drawings) asa whoie needs io be

subrnxtted as a translauon. "Even if it is not subhitted, an applmnon is not deerned -.

: withdrawn but may need to be amended as a mistranslation. - R

'If a translation of its summary is not submitted, an order for an correction is -

- issued. If 1tis not submitted against this order, the apphcahon is invalidated. -

(4) Feses for Ongmal Language Patent Application - S
Fees f or an ongmal-language patent apphcauon are shown in a table presented

__Patent Application with Original-Language Text | 35,000 yen per case
Patent Application without Origina] -Langiage Text '} 21,000 ven per case -

Written Correcuon of Mstranslanon '

- As presented above fees relatmg to an ongmal-language patent apphaImn are

_ shghtly lugher than those apphmble toa Japanese-language application. Italsoneedsto _
be kept in mind that a mistranslation, though it can be corrected through an amendment,

.. is a cause for additional cost. The above fees are sums of money to be paid to the '

— Japanese Patent Office.. Feestoa patent aItomey are separately charged

' Amendment to Specxﬁcauon or Drawings through Submlmng of 19,000 yenpercase |.

) Languages Acceptable for U.S., EPC and PCT Applications and Their Systems B

Languaoes acoeptable f or U S., EPC and PCT apphcauons are as fol!ows

Table z Comp anson w1th Intellectual P"OPEI'IY Systems m Other Countnes
ACCEPtableLanguage R
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U.S [English and Any Other Languages

Epc |[English, German and French (A person w1th an address, residence or office in an
.. [EPC signatory country or a non-residence with the nationality of that country is

~ “lallowed to make an application in an official language of that country, to be

followed up by its translation which needs to be submitted later.) _

12 Languages: English, German, Japanese, French, Swedlsh Russxan Finnish,

Danish, Dutch, Spanish, Norwegian and Chinese :

A transiation is handled as shown in a table presented below.

Table 8 Companson of Handling of Translation in Different Intellectual Property
System o
Handling of Translation -
U.-S_.' An apphmnon filedina languaoe other than English requires its English n'anslatton
| |which needs to be submitted thhln a demgnated penod of time (usually two.
I months) ' L S
EPC |A translation needs to be subrmtted within three months after the nouﬁcznon of the
grant of a patent.
PCT {A translation needs to be submxtted w1thxn 20 months after the fi iling of an
' apphcanon in case of a usual appheanon (normally w1th1n 30 months whena

prehnunary mtemauonal examination is requested)

As desc_ribed above, Japan with the ini:roduction-of an‘orijginal-language patent
application system has moved closer to other countries in patent application system

o which is still different from one country toanother. English-language patent .

apphcanons in Japan are now accepted under two dlfferent systems, one for mternanonal
~applications and the other for domestic applications. In the future, which application
- system should be used will become a subject of study considering the number of
- .. countries where a patent is apphed for, the penod f or the ﬁhng of a tmnslaﬂon and cost
involved. ST e e
2-14 Expansmn of Prlonty Clalm Applxcauon _ R S

(1)~ COntents of Rewswn o : :
' Besides sxgnatones to the Pans Convention, pnonty nght may be appliedio

applications from signatories to TRIPS Agreement. " Thisis applzcable toan a.pphcznon _
filed on.and after July 1, 1995 with i 1ts ongxnal applmnon ﬁled on and after January 1,

- 1995,

.:Under the principle of ;ecipr_ocify,_ nﬁoﬁty right may also be‘applied to countries |
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-and regions other than signatories to the TRIPS Agreement.
(2) -Points - : ' :
Since pnorxty nght is apphed to- the countries to. whxch 1t has not been apphed
_ before, appllcauons from such countnes may be dtfferently Judged with respect to their
" -..novelty and inventiveness. Therefore 1t 1s necessary to eonﬁrm a pnonty date thhout
fail. B
~ 2-2  Procedures after-Application - _
- 2-2-1  Alleviation of Penod for Amendment and Dmsxon

(1) - Contents of Revision - -
R - Under the Revision of Law, the, penod for an amendment was al!ewated and so

. the penod for the division of an apphcauon i o
‘Concretely, itis possxble to amend a specxﬁeauon at any time from the filing of
an application to the notification of a first substantive commumcztlon from the Patent '

.. Office (before the delivery of notification of a decision on pubhcauon (a decxs:on on the

' grant of patent as. from January 1, 1996) and uptoa t:me allowed for a reply to the flI’St
 substantive communication from the Patent Office). :
Apphczble are apphcatlons filed on and after July 1, 1995 | o
(Incidentally, a summary attached to an apphcatt on request can be amended :

. withina penod of time hrmted 10 15 months from the date of i its appheatlon )

| Ttme forReply to
__ Application 1> Montbs Time of Requestfor

FNEIETE P ; me e Examlnan‘:;n o FlIS[RCjCCﬁOﬁ
[ Aftér Revision] . , e o
BRI EERE &y Time Allowedfor ___’i Transmtttalof Nonﬁeauon :

L o ._Ammd_ment E - ‘of Grant of Patent .
(2) PurportofRews:on o R SRR

. . A period of time aliowed for an amendment to a spec1ﬁcauon under the old"

Patent Law (present law) is 15 months from the date of an apphcanon and at the tirtie of a

request for examination.
1sion of a penod al!owed for the comrectionofa

In light of an expan

' _'nusuanslanon concerning an Ol'lglnal-language (English) patent appllwnon wafist
. substantive examination and the provisions of the Patent Hannomzatxon Agreement (in
. principle, allowing an arnendment tobe made unt:l the time when a patent is due to be

granted (which can be limited up to 2 time allowed for a reply to'the first substantive

O commumcat:on)) itis adequate to allow an amendment at any time untxl a time allowed -

for a reply to the first substantive communication, allevnatmg the penod foran
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amendment.
. Under the. old Patent Law, there may occur cases where apphcanons claiming a

priority right under the Paris Convention cannot be amended because of the time limit, a
problem which needed to be solved. :

In light of the penod alieviated for an amendment itis cousrdered adequate to
- alleviate the period imposed on the dmsron of an apphcatlon as well. '

'(3) Points ) _ .
- When a specification fails to be amended at the time of a request for examination

in the past there needs to be awaited the issuance of the first substantive conunumcanon

. from the Patent Office, however a claim needs to be amended

The Revision of Law makes it possible to amend a claim Whenever its mistake
is found (until the notification of the first substantive communication from the Patent _
* Office) even when a claim fails to be amended at the time of a request for exa.rmnatron

Thus, it is possible to subject to examrnathn a claim with its mlstake amended if any.-
| ‘From a third party VleWpomt an applrcatlon needs to be watched as its claim
can be changed (particularly, expanded) 1 unul the first substantive examination.
- 2-2-2  Amendment Procedure for On gma.l-I.ancuage Patent Apphcatton
(1) Correction of Mistranslation S
__Tomake an amendment to an ongmal-language patent application to correct a
o mistmnslamn 2 written correction for mistranslation needs to be submitted instead of a

written procedural amendment provrded forin Secuon 17 Paragraph 4 of the Patent Law.

(Section 17bis(2)).. . .
A written correction for mlsu'ans[atron requmng reference matenals to allow a

person with ordinary skill in the art to understand its contents and the adequacy of its

" reason needs to be accompanied by reference rnatenals necessary to expla.ln reasons for -

~ correction™ attached to it.
' (2) Purport of. Revrsron

.. In case of an ori glnal-language patent apphcanon, a specrﬁcauon and drawxngs
can be amended (general amendment) through a nonnal Wntten procedural amendment

violation of which may constitute a rmson for rejectlon. ' _

= - Howeyver, there may be a case withan ongmal-language patent applrcanon

- where matters not described in a franslated text need to be arnended based on its ori gtnal
text and drawings. In such a case requiring an amendment exceechng the limit of -
matters descnbed in a translated text and drawings, an amendment is required and _
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"~ used.

' ‘vra-coxrected

: allowed to be made within the scope of its original text and drawings with the filing of a
_written correction for nnsuanslauon d;fferent from a wntten amendment whlch is usually

The major. purposes of an amendment to correcta m:stranslanon needmg the

~ filing of a written correcuon for mlstranslanon and exp]anatnon of reasons fora
 correction for mistransiation are to ensure that a correction for mistranslation is made
based on description in its ongma]-]anguage text and drawmgs and to less the burden of

- 'a third party or an examiner to ascertam the adequacy of such a correction in oompanson o
withits original text and drawmgs. Such a correction for mistranslation was made:
applicable to a PCT application along w1th the lntroductxon of an ongmal-langua,e patent -

application system.

(3) Points_

@ . Original- Language Documents Not Allowed to be Amended
. Itis stipulated not to allow an amendment toan ongmal-language fextand -
drawmgs and an ongmal-language summary (Secuon 17bis of the Patent Law)
When translating an ongmal-language text and drawmgs therefore, it is

- - necessary to study carefully whether there is any mistzake in its original language and,

when such a mistake is f ound to urgenﬂy ﬁle anew apphcauon w1th 1ts msmke

When a u'anslauon prepared w:th a rmstake in its original lancuage corrected i is

not consxdered to constitute new matters in an ongmal language and a mistake is -
- apparently a szmple mistake or the hke which is readily understandable from the context
- of its original language asa Whole anew appl:uhon 18 con51dered unnecessary
| -® ‘New Matters in Ongmal Language and New Matters in Translation

a) In case of an ongmal-language paxent appheauon maters not describedinan -

" original-language text and drawings submitted on ' the date of an apphcnnon (new matters
~_-inanon gmal language), if added through their translation after the application or laer -
~ throughan amended spemﬁea.uon may consumte a reason for rejection, opposmon or
.. trial for mvahdatlon. (Secnon 49, Item 5 of the Patent I..aw Secuon 113, Item 5 and
iz-Section-123; Paragraph 1, item 5) S : : S
) Matters not described in a t:anslanon of an ongmal Ianguage text and drawmgs
(new matters 1n a translatlon) 11' added toan amiended spec:ﬁcatlon, may constitutea
..Teason for rejecuon but not for opposmon or trial for mvahdaﬂon (Section 17bis(3) of
 the Patent Law, Section 49, ltem 1, Secuon 113,  ltem 1 and Section 123, Paragraph 1,

ltem1). . .
@ Omission of Partof Ongmal-l..anguage Textand Drawmgs in Translation -~
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- Like Japanese applications having the:r part deleted throuch their amendment
are not considered to constitute new matters in many cases, an original- language text and
drawings having their part omitted in translation is not considered to constitute new -
matters. However, it needs to be borne in mind that there may be cases where
depending on the part of description ommed ina translatmn, such an omission is .
considered to constitute new matters beyond the onglnal-language text and drawings.

Example) o . . _
Against a description “rubber treated 1o be h&t—remstant” in an original-
: language text and drawings, there is no deecnpnon in the original text and drawings that
can be interpreted to mean “rubber” ina generaliy—aceepted concept “Rubber”?in a
translation is considered as anew maner N .

In this case, there is described in an ongmal-langua,,e text and d:awmgs only

rubber treated to be heat-resistant, not including generally—accepted rubber within the -
scope of an original-language descnpnon Descnbmg genetally—accepted rubber in its

specification and others is mterpreted to mean anew matter in an original language. ~(In

this case, incidentally, a correction of mistranslation can avoid 2 rejecuon and other. -
action havinga new matter in an original language) ) R
@ Correction of Mistranslation After Notification of Final Rejection
It needs 10 be noted that a correction of mistranslation after the notification of

- the final rejection needs to satisfy reqmremenrs set forth in Section 17bis(4) and =

: (requ:remenrs for the deletion of a claim, the limitation of the scope of a claim and an
independent patent). Fnrthermore a correcnon of mistranslation as made in a trial
hearing for correction and similar process is not aIIOWed 10 substantxal!y expand or

_' ' change the scope of aclaim, -
E . As a correction of mlsu'anslauon after the not;ﬁcauon of the final rejecnon is

sub_;ect to many restrictions, it is 1mportant to ascertain whether there is 2 mistranslation

-~ and,if any, to correct it at a period from the date of an application to a time limit fora
reply 1o the first substantive commur:cation from the Patent Office. "

-~ & Inclusion of General Amendment Matters in Written Correction for Mistransiation
.Whenan amendment not reqmnn° a correction of mistranslation (general

ey amendment) is needed in addmon to an ‘amendment t6 oorrect a ‘mistranstation; it 1s -----

desirable to include in a written eorrecnon for mistransiation other matters which can be
: amended through a general amendment, makmg all amendments at. onetime. It needs to

o be noted that when a wntten oorrecuon for mistranslation is submitted after the

notxﬁeenon for the final rejection in this case, the whole of a written correction for -

" mistranslation is rejected if there are described in the written eo;reenon for m:snans{anon, '
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o . @ New Aecelerated Exanunatson System Compared w:th Present System

| “including amendment mau:ers ‘which can be amended through'a general amendment, any

matter which does not sattsf y the provrsrons of Section 17bls(4) and (5) of the Patent.
uw_ . ; S .
2- -3 New Acceletated Examination System S _
- At present, an accelerated exarmnauon system is in force with its apphcatton
hrmted to working-related apphcattom. As from Janua:y 1996, however, this system

. will become applicable to foreign applications. For this purpose, the accelerated
‘examination system is now under rewew (new aceelerated exatmnanon system) as

described below.

- (1) Summary of New Accelerated Examination System . _
- Applications eligible for the new accelerated exarmnauon system need to sattsfy '

B all the following requirements ) to c).

2) .:;An application (workmg—related) relates to an invention tzmed outby an

g _apphcant or a'person licensed by the apphmnt (hcensee) (mcludmg exercise within two
3 -+ years from the filing of “Explananon of Reason for Accelérated Exanunauon") oran

application relates to an invention f or which a patent apphcat:on has been filed witha

patent office or a government organ other than the Japanese Patent Ofﬁoe (forer en -

application). -
b A request for exammanon has been made.

s c) - - Examination by an exarmner ‘has not yet to'be started

-Accelerated examination needs to be requested by filing “Explananon of Reason

~ for Accelerated Examination” whtch mn be filed after the date ofa request for:
. examination with no fee charged ' AR -

- “Explanation of Reason for Accelerated Examination™ is required to include.

~ ~results of a prior art search and explanatton of an mventton described in a claim and pnor

- artin comparison. ..

The new acceleraied exanunauon system now wﬁl be descnbed in compenson

- with the present aceelerated exannnauon system

- Present System ~ New System " "|Reasonfor Revision

e Acceletat_ed examination applicable Aecelerated examination applicable to, in - International
 |to working-related applications _|addition to working-related applications, - stabthzauon Of patent

tforeign applications _ fright

“Exercise” including exercise . jExerdise period extended to within two 'yarQEaﬂy grantof patentright|

S within six months from the date of from the date of a request for'acceleratedto working-related
frequest for acceleratéd examination [examination S '

applicatiotts
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@) Procedural Changes

No target time limit for processing] Target time limit (36 months from the date of{U.S.-Japan agreement
of applications eligible for .| a request for accelerated examination) set for Letting a target to
Haccelerated examination processing of applications eligible for {promote early grant of
accelerated examination patent right S
Definition of “Exercise” limited to a Clarification of purport

- | commercizlization among those set forth in fand definition of
Section 2 of the PatentLaw (to be speclﬁed m,accelerated exa:mnanon

system

- g}ndehns and othcr documcntanon)

_ Present System New System Reason for Revision
‘JApplicable only to foreign Irtespective of applicants, Japanesd To ensure equality of applications
- {applicants, substitution of a prior |or otherwise, substitution of a prioffirrespective of their applicants,
' |art search with results of a search by] art search with results of a search |Japanese or otherwise
a forcign patent office allowed  {bya foreign patent office allowed SR
{A request foraccelerated - | A request for accelerated " | To make it possible to start -
|examination on an application not {examination even on an applicationf examination without waiting f ora
. [yet 1aid open requiring the filing of not yet laid open not requiring the supplement tobe submmed
. Ja supplement describing results of a) filing of 2 supplemeént describing among others LSRRI
{search as required underthe *~ ° |results of a search as required undeq - -
provision of Section 25bis tobe |the provision of Section 29bis
{filed after it is laid open

Instead of an Japanese-language

Prior artdocumentation writtenina To simplify application procedures
llanguage other than Japanese or - | translation, the description of a L i '
. {English requiring its translauon to patent family for Japapese-language
. be attachcd {documentation orEnghsh—languaoe -
documentatiop accepted - - : -
Prior art dbcumeﬁtaiiom evenif ' {Prior art documentation if - To Simplify application procedures

"'(2) Points - S o
| Since most apphcaaons filed with the Japanese Patent Ofﬁce by forez gn

TR T g e

A I A

“Hlike other written statemnents since
i-.Jan applicant.is not. in a position toyre:
grasp the start of exammauon

exacdy

fconcerning Japanesepatents w:ittenw concerping Japanese patents written) and reduce 2 load on the Patent

in Japanesc reqxnnng :ts S copy 1 ) be :nJapanesenotrcqmnng its copy to] Office's electromic documentation-

attached “{ be attached __{handling system '

Result of screening for accelerated | Result of screening for accelerated | To improve governmental services |-
Jexamination niot notifiedtoan . fexamination notified 10 an with consideration given to
|applicant but left free for an * {applicant whos: apphcauon is not|convenience for applicants
‘lapplicant to inspect ' eligible g

A request for accelerated A request for acceierated Results of a prior art scarch

|examination if made after the start | examination accepted even afterthe accompanying a requést for
N of :xannnataon not acoepted " |start of examination and handled  {accelerated examination helpful for

examination and an explanation of
accelcratcd examination,

si
necessarily subjective to non-

acceptance
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applicants concem an invention for which a patent application has already been filed
overseas at the same time, most of applications are eligible for accelerated examination.

|  The Japanese Patent Office is planning to serve the notification of its firstaction
_on a request for accelerated examination within four to five months from the latter.  This
k is expected to serve as an effecuve means to expedlte the grant of a patent ri ight. '

| Coupled with the extended duration of 2 patent effective under the Revision of
Law, early grantof a patent n ght beneﬁfs an a.ppllcant who can enjoy a patented nght for

- | _. 'aionger period of time.

_2-4 Re_]ecnon_ . : S e
©2-24.1 Reoogmnon of Invention Seekmo Patent (Invenuon Relatmg to Clatm)
- In acoorda.uce with a revmon of Articie 36 of the Patent Law (review of -

. descnpuon requirements for a specification), implementing gmdelmes have been Wl
. 'prepared concemmo “the Judgment of novelty, inventiveness, etc.”- Important in the
. lmplementmg guldelmes is that gmdeimes for the _]udgment of an mventton seekinga-
patent have been set because a description spemfymg an ob_]ect ina clatm thh operanonal -

o ‘and functional expressions has become allowed.

~This point. will be further explained in detail beiow -
(1) Consideration to Claim and Detailed’ Explananon of Invennon and Drawmgs
As in the past, an mventton is reoogmzwd pera claim based on d&scnpuon ina
tcialm with due respect for the scope of a clazm and consxdemnon is given to d&scnpuon
:1n 2 specification and drawmgs other than the claim to mterpret the meanings of matters

: . (texms) descnbed in the clatm to spemfy the mvermon. R

Concrete manners to gwe conmderanon to a spec:ﬁmnon and drawmgs other

' thana clatrn are explained below. -

N D . When descnptlon ma clatm is clear, an invention is recogmzed as descnbed in
~the claim. In this case, the meamngs of terms ina claun is mterpreted as mmmngs the

terrnsusuallyhave 3 Tl RO o
. .@ . Whendescriptionina claun is clear but terms described in the claim (matters to
-~ "specify an invention) have meanings defined or explamed ina speaﬁcanon and drawmgs i

_the terms. - v : .
When- descnpuon ina clann is not clw and not easy to understand but can be

clanﬁed if terms in the claim are interpreted based on 2 judgment from a specxﬁmnon and_
_drawmgs other than the claim and common technology, all these are taken into -

- conmdemnon to interpret the terms. AR : _
When an invention relatingtoa claim is not clear even based on a Judgment :
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.......(limited use) in elther of the followmg cases
'a) an object suitable for such use,

from a specxﬁcmron and drawmgs other than the clatm with techmml knowledge an

invention relating to the claim i is not recogmzed
® Astep @ above only warrants conmdexatlon toa spemﬁczuon and drawmgs

other than a claim and common technology to mterpret the meanings of terms descnbed

in the claim.
In other words an mvermon is recogmzed conoermng aclatm excludmg o

' matters not described in the claim even if they are descnbed ina speaﬁczuon or

drawmgs other than the claim. Matters descnbed ina claim need to be Sl.lbjeCI to a

- judgment but not to be ha.ndled as matters not described.

(2). Recognition of Invention in Clalm with Specific Expressmn
i) Description of Opere_non, Function, Natu_re or Characteristics to Spe_oify Object
@  Incase where a description to specify an object from a viewpointofan |

' operation, function, nature or characteristics it has, except in case where it should be -

interpreted as different in meaning according to (1) @ above, itis mterpreted to mean

-every object performing such operatxon or function or everythmg hav1n° such DAture or

characteristics.
@  Inan exoeptlonal case where such operatlon a.nd others are parucular to the

object such opemnon and others are seekmg to specify, the descnpnon of such operauon

and others is not useful to specify the object and what such 0peranon and others are :

seeKing o specrfy means that object 1tself

Example) Claim for “Compound X havmg anu-cancer chaxactensucs”
- Whether compound X havmg anu—cancer charactensucs 1s lmown or not, anti-
cancer chamctensncs are particular to compound X which thus naturally has anu-mncer
characteristics. In a case like this, “compound X having antt—mncer cha.ractenshcs

* means nothing other than “compound X.” If compound X has already been knOWn

furthermore, an invention relating to a claim is rejected because of lack of novelty
ii), Descnpuon of Application and Use to Speclfy Object (erxted Use)

With consideration given to dwcnpuon ina specxﬁmtton and drawmgs and
common technology, an invention relatmg toa claun is recogmzed 0 have its use lmnted _

b) an object exclusively used for sueh apphcauon, a.nd

- €) an object adequate and exclusively used for such apphmtioh |

<o .. When a “compound Z for klllmg insects” does not have a constitution -
paraculaﬂy suitable for the use to kill insects, have the consntutton ofa “compound 7
itself with no difference at all recognized in constitution and is not interpreted froma
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E '.(3) Pornts

speclﬁcanon and drawmgs and oommonly-known technology to mean a product whrch
can be used exclus:vely for killing insects (except cases a) to c)) for example, the

;mventmn relatmg 1o that clatm is deemed lackmg in novelty if “compound Z"1s welI

known. T

i) Descnpuon to Specu' Y Product by Productron Process (Product-by-Process Claim)

A product-by-process clalm can be Judged to specify a product from its whole

Except whcn an object descnbed should be mterpreted to mean a different object © 7
according to (1) @ above, the clarrn is Judoed to mean a product ﬁnally obtained

_ irrespective of a producuon process. When an 1denttc31 product can be produced froma

o production process dif ferent from a producuon process descnbed in the clturn and that '
- product is well known, in other words the tnventton relattng to the clalm is deemed

lackang in novelty
{Same as exammauon pracuce exerczsed at USPTO and EPO]

In the Umted States since the Donaldson mltno over a means + functton claun
“ameans + function claim has become considered in examination as: 1nd1canng a

,.;..,;;;.constltunon subs!ance or funcnon and therr eqmvalents described i m a Specl ification. It

needs to be borne in mrnd that i in Japan such a claun is handled as 1t was in the Umted

- States before the Donaldson ruling. ' ' e

2-2-4.2  Violation of Section 36 of Patent Law

. With the descnpuon reqmrernents fora specxﬁmuon reviewed in li ght of the

'_-Rewsmn of Law, 2 reason for re_]ectxon as provrded for in Secuon 36 of the Patent Law

have also been revrewed o T

ON Contents of Revrsmn

-_"@ Descnpuon Requrrements for Clatm

_ Non-observance of Secnon 36, Patagraph 5 of the Patent Law does’ ROt - B
© constitutea reason for rejectton but non—observance of Sectlon 36 Paragraph 6of the

: ,-'Pa‘em Law does constitute a reason for reJecuon. |
@ Descnpuon Reqmrements for Detailed E.vcplanauon of Invenuon SRR

--Non-observance of Section 36, Paragraph 4 constttutes a reason for rejecuon
_ (opposxtmn or trial for 1nval:danon) as 1:1 the past - o S e e
o (9) Purport of Revision

Section 36, Paragraph 5, stzpulatmg that an apphmnt should describe ina claim -

|  all matters deemed necessary to specrfy an mvenuon for wluch it seeks a patent right,”
clanﬁes the posmomng ofa clarm where an appltcant should describe an invention for
_ which itis seekmg a patent, among “an invention” disclosed in the detailed description.
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) mvahdauon)

Therefore, it should be an applicant's responsibility to judge whether matters described
in a claim are enough to specify an invention seeking a patent.  In this respect, it is not
adequate for an examiner to say, with respect to matters which have been judged by an
épplicznt as enough, that some of the described matters are redundant and unnecessary or

there should be added some other matters. It is for this reason why non-observance of

Section 36, Pa:agraph 5 consututes no reason for re_;ectJon (opposzuon or trial for

In Table 9, reasons for re_;ecnon opposmon and trial for mvahdanon are shown

in companson

_-2-4.3 Reason for Rqecnon Particular to Ongmal—Language Patent
© " Applicaion » _
In case of an original-language patent apphcanon, matters descnbed ina-

. specification and drawings exceeding the scope of matters described in its original text

and drawings constitute 3 reason for rejection (opposition or trial for 1nvahdauon)
(Secuon 49, Ttem 5 of the Patent Law) ' T e

(1), Purport of Revision L . _
In caseof a Japanese pa!.ent apphcanon matters d&scnbed ina spemﬁmhon and

drawxngs exceedmo the scope of matters described in its original specificationand
drawings as a result of its amendment constitute a reason for rejection. (Section 49, Item

"1y “Likei in this case; an ongmal-lanouage patent application for whlch a translation
- including matters not described in its original-language text and drawings (new matters in

an ongmal language) submitted on the date of its.application is submitted is subject to

. .grejecuon. A later addition of new matters through an amendment is also judged to.
 constitute a reason for rejecuon. (The same is apphcable 102 PCT application.)
o (7) POIntS SRR T R At

In case of an ongmal-language patent apphcanon, new matters inan. ongmal
language constitute a reason for rejection, opposition or trial for invalidation. New
matters in a translation constitute a reason for rejection but do not constitute a reason for

~ opposition or trial for invalidation. (See 2-2-2.3 2)

. 2-2-44 Effectsof Ongmal-Language Patent Application as Pnor Ant

: An ongma! language text and drawings are open'‘to public later; SErVINg s PAOL...os |
' art against other applications filed on the same invention after that application under the =
 provision of Section 29bis.

For your reference, comparative reiauonshlp between an original text and .
drawings and their translated versions in case of an original- Ianguage patent apphcahon

is shown in Fig. 3
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3 CONCLUSION S

" This paper has been mtroducmg the outlmes and purports of the Revxsed 1994
Patent Law, marking their pomts where a caution is needed for practluonem ﬁhng o
aPPIlcanons ' SRS e :
In prepanng thls paper, we have collected necessary mformauon and data as

'much as poss;ble but there are stll ieft many areas we. should study, pa.rucularly pract:cai

 details. Therefore, our efforts need to be further made concerning pré.ctloes exercxsed
under the revised Patent Law. - ST S

~ Lastly, we would like you express our hope that thlS paper could be useful and
| helpful for alI PIPA mernbers : YR : :

- [Materials for Reference] . SRR :
1. International Division, .Iapanese Patent Office, “TRIPS Agreement, Hazsumet -
 (Invention) vol. 91, No. 10, 1994, pp. 9-17. o
2. Sumihiro Maeda; “Trend of Intellectual Property,’_’ Hatswnez {Inventwn) vol 92
“ No. 1, 1995, pp.24-29. - REEERRI
3l Genera] Adm:mstrauon Division, General Adnumstzatlon Depanment, Japanwe '
Patent Office, “Details of 1994 Revision of Intellectual Property Laws Comptled by

- ’:Intellectual Property System Revision Council”

4. Japanese Patent Office, “Exammauon Guidelines under Rewsxon of Secnon 36 of
‘the PatentLaw” ' N Rl :

_ “Examination Gutdehnes Concemmg Ongmal-l.anguage Patent Apphmuons
6 | — “Accelerated Examination and Exanunatmn Guidelines” :

7 —_— Ouﬂmm of 1994 Revision of:- Patent and Other I_aws and Thetr Pracuces
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__Table 1: Summary of Revised Patent Law
No. ftem Summary Enforce-
ment
Extension of Patent "~ ‘{Term of patent lapsing 20 years after the date of filing July 1,
- Merm (8 67) 1~ 1995
' JAddition of Patentable ~|“Substance manufactured by the transformation of the atom” Ditto
Subject Matter ( §32) * jexcluded from unpatentable matters 1
Expansion of Scope of . |“Offering for sale” included as an act infringing on an invention| Ditto
Patent Right (§2,101) | : _
Compulsory License  {(D Terms andconditions forassign.ingandcancelingcompulsory Ditto
(§ 90, 54) " "[licetise revised in a patentee’'s favor '
o @ Arbitrated license conceming semiconductors strictly . -
regulated '
Allowance of Priority (D Priority right under Paris Convention applicable to Ditto
“|Right to Application - lapplications from signatoiies to TRIPS Agreement
from Signatories to - ® Priority right applicabie to apphcauons from Ta:wan and
. JTRIPS Agreement - Tba:]and
(5 43bis) o o .
- {Introduction of Ongu:al (D Original-language (English) patent applications acceptable | Ditto
- (Language Patent (@ Applications with a transtation not submitted within two
- {Application System  }months from the date of theirapplication to be deemed withdrawn)|
( § 36bis) ® A translation including matters not described in its original
specification to be judged to constitite a reason forre;ecnun and[
trial for invalidation o
'@ A mistransation allowed to be conected untila pcnod fora
{reply to the first substantive communication i‘rom the Patent
Office
S A mlstranslauon allowed to be correctcd undcr certain
: o C fconditions after the grant of a patent ~
) |Shift to Post-Grant (@ Requirement forfiling an opposition: An opposition allowed| January
Opposition System  fto be filed by any party within six months fromthcpnbhcauon off 1, 1996
}(8113,114,115,120 fapatent
bis, 120 quater, 178) @ Opposmon procedure: Decision made by an exarminer
_[New Accelerated (D An applicant with his application filed with a foreign patent] Ditto
Examination System ~ Joffice allowed to request accelerated éxamination with respect to]
(Implementing the corrcspondinﬂ Japanese application on the condition of filing]
SRR ()] Admsxontograntorrc_]ectapatemtobemademthmBG
o " \sonths from the date of a request for accelerated éxamination
[Restrictive-Grantof - - {Requirements for compulsory license concerning dependent -
|Compulsory License of inventions limited to correction of practice judged as unfair "?1'9_95
Dependent Invention  Jthrough legal proceedingsor through adnnmstrat:ve prooedm:s or.
B (Implé’menﬁng Sl pubhc and non-commercial use - .
{Guidelines) - -
@ |Alleviaton of Period for An amendment and a division allowed tc be madc freely untila | Ditto
*  {Amendment and time limit { orarcply to the ﬁrst substanuve commtm:cauonfron_al
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-~ EPC |Artdess

‘| -. - [Division ( § 17bis, 44) |the Patent Office : -
@) [Revision for Description|(D Detailed Explanation of t.he Invcnuon “An invention is| Ditto

Requirements for described clearly andfully enough to aliow a person with ordinary _
Specification ( § 36) skill in the art to carry out the invention.”

1 @ Scope of Claim: “An invention for which a patent is Sdught

- : is clear” and “description in each claim is concise.” , :

@ |Restoration of Lapsed  {Restoration allowed within the expiration of six-month. gnca ~ Ditto

--|Patent Right . gpenoddxc to :Hay caused by reasons ours:d: thc oontml of thc
E (8 112bis, 112ter) - |patentee - |
| ® |Revocationof . |® I.anguaoc requirements formtemauonal a.pphmhons .| Ditto
Provisions (@ Filing of a translation for.an amcnc‘ment undcr Secuon 1w
( § 184quater) junrequited : '

Table 2: - Comparison of Description Requiremenits for Claim -

: - -QOld Section . — Revised Section 36
[Japan. - Only matters indispensable to constitute anf - An invention needsto be clear. -
17 1mvcnnon for whicha patent is sought need toy - Per-cla:m description is clear. _
[be described.© " f+ Aninventionrelating to aclaimis descn'bed
1+ An invention relatingtoaclaimis descnbed in Detailed Explanation of the Invention.
in Detailed Explanation of the Invenucm o : L :

FPatent Arude 4
Han:nomzanom Matters of which the protection is sou,._,ht are descnbed
Agreement |- A claim is clear and concise. E

‘ - Adaimis supported by Detaﬂed Explanauon of the. Inventxon

United States {Article 112:

- * A technology identifying an apphcant’s own invention is specified.

+ A claim is made clearly. :
}+.Constituents of a combmed aruclcarc nllowed to bc descnbed as means or process to'; .
ﬁperform their specxﬁc functions. = b -

. Matters of which the protection is soughl are clea:rly :dcnufied R
Descnpnon is madc clear and concise. L
- . Supporting inf ormauon is prov:ded ina speaficauon

. Table3: Examples of Non-Observance of Secuan 36 Paragraph 6, Item 2
5 @ th a claim itself unclear, an invention for which'a patent is sought is not clear.

T (Example): Mistake in claim description, unclear descrption, ete -
1@ With a technical fault in matters to specify an m\'enuon. an invention as.a techmwl conccpt xs not
1speaﬁedand|mclearfmmatechmalﬂewmmt. e : R _
{Example 1): Technically incorrect descriptiott is mcluded. -
“An alloy composed of 40to 60 weight percent of component A;30 toSOwe:ght pcrccmd component
B and 20 to 30 weight percent of component C” (A total wc:cht pcmcnta,c pomt wu.h cowponcnt A,
componcnt B andcomponcnt C added exceeds 100 pezcent.) ’
- (Example 2): With matters to specif yaninvéntion being mcompaublc w:theachothcnn rclauonshxp,
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.. |an invention is not defined correctly and unclear from a technical viewpoint:

“A production method for producing a final product (d) comprising a first process of producing an

 |intermediate product (b) from a starting material (a) and 2 second process of producing the final product

|(d) from a starting matenial (¢).” (A product in the first process and a starting material in the second
process are different. Interpreting the meaning of the first process and the second process from

- {description in a specification and dmwmgs and common technology, their relationship cannot be
. {clarified.) . _ o .

{An invention as a technical concept is unclear in scope.

-(Example): -
Ncoauve expressions (except, excludmg. not ... , etc.)
* A range of values with cither an upper limit or a lower limit speaﬁed (more Lhan lcss than)
+ Expressions unclear in comparison or deorce (shcht!y greater in crav:ty, far greater, high

temperature, fow tenmtperature, etc.)
» Expressions offering optional choice or selection of described matters (as requlred as necessary)

+ Inclusion of a range of values in claim description, including 0 (0 to 10 percent, etc.) .
+ Claim description substituted with description in Detailed Explanation of the Invention or drawings
3 A cautionis neededina case as presented below as it is now consideredasa vxolauon of the provision

Junder the revised Patent. I.aw

O A claim specifying an article with its opemuon, funcuon, nature or characteristics:
- i) In case such matters as functions as described in a claim arenot known toapersonwnhordmaryskﬂl

- |in the art and cannot be wnderstood by a person with ordinary skill in the art from description in a
- {specification, drawings and technology known at the time of an application, other than the claim,

_(Example): “An adhesivecontaining acompmmd withits weight reduction measuring five percentor

| less when boiledfor 10 minutes in a specific solution accordingto an X research laboratory experiment

method” (The X research laboratory experiment method is, not defined in Detailed Explanation of the

- {Invention withi its experiment process not clarified, nota techmquch;own at the time of its application.) o

ii) In case a claim specifying an article with its functions and other characteristics is described in an

| expression showing a degree which is, furthermore, unclearand cannot be determined by a personwith

{ordipary skill in the art from description ina spec:ﬁmuon, drawing and technology known at the time

lof an apphc.auon other than the claim:-

(Examaple 1): “A container with a hand-fit handle ('I'hcre is mot deﬁned 1nDct:nled Explanauon of the

. {Invention how it fits a ‘band.)

(Example 2): “A film capable of keeping shining withouta blur for atleast a day” (Any quantitative

|definition of an expression "withouta blur® is not includedin Detmlechscnpuon of the Invenuonand
- {does not represent technology known at the time of its application ) :

© A product-by-process claim:
In case a production process describedin a claim is unclear and cannot be understood by a petsor with
ordinary skill in theart from description ina specification, drawings and technology known at the ame
of an application, other than the clainy:

(Example} “A substance produced from processing with an organic solvent” (A concrete met.hod of

" Iprocessing is not déscribed in Détailed Explanation of the Invention or;if it is, nothmv more: than ANz
_ lexample with 2 word “processing” neither defined nor explained.).

The category of an invention for whxch a patent is sought is. unc!ear or its description cannot clcarly

~ |define its category.

(Example): “A method or apparatus for vy “A method and an apparaus for oo and ® Ann-canccr
effects of a chemical substance”

'With an option provided for matters to define an invention, such optional matters do not have sm:nlar

characmnsucs or functions.
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('Examplc) “Spccxﬁccomponents or a devicei mcorporatmc these components and ATransmmcror
a receiver having a spec11':c power source”

Table 4: Examiples of Non-Observance of Section 36, Paragraph 6, Item 3

'{Claim description is unjustifiably redundant with the same matters duplicately desczibed. From the
-{purpose of Paragraph 5, however, such descnpuon is judged as unjusuﬁably redundantonly whensuch|
duplication is too excessive.
) Ini a claim description such as the Markush claim containing an opuonal sclecuon of matters, its
conciseness is extremely damaged by the inclusion of too many optional matters.. -

A degree of damage to the conciseness of a claim'is judged based on:
*} 2i) in case optional matters have important elements of chemical construction they do not share in
_ |common, the less pumber of optional matters is judged to be big as comparedwith a case__where they

“{bave important elements of chemical construction they share in common,and = - _
ii} in case such ap option is conditional and complicated in expression, the less number of maters
- Jis _]Ud"ed to be big as compared with a case where it is not.

Table 3: . Comparison of Descnpuon Reqmremems fc or Detailed Exp[anatlon of

AR o __Invention
. SRR }oxd'Secﬁon 36 : _ |- Revised se_c:ion,se. _
o . flapan * Descriptionto a degreeto allow aperson | - Description clear and fully enough to
e BRI R 71 ordmaxyslull:nthcantomyoutan ‘| allow a person with ordinary skillin the art
A " linvention (Enabling requirement) | tocamyoutan mvenuon (Enablmg
. |+ Descriptionof Purpose, Consumuona.nd ' rcqulrement) D _
. |Effects of Invention (Dscnpuon of Descnpuon complyma witha
... - . |Purpose, Constitution and Eﬁ'ects .| ministerial ordinanceissued by the Ministry
.. |Essential) | of International Trade and Industry
_ ' ' (Undustandablc-patcnt rcqulrcment)
|TRIPST_ JArticie 25 |
Agreement - Clear and full dﬁmpuonto allow 2 person with ordmary sk.lll in thc artto carry outan
invention .
+ Description in the bestm manncr an mventor knows to carry out an mvennon. as may be
: required - S
Patent Article 3

.. jHarmonizatiory - Invention disclosed clmﬂyandfully enou,h toallow a personmth ord:narysklll u:the -
- jAgreement arttoa\nyltout

o {Rule 2 - . :
e AdVantaow:s eﬂ'ects allowcd to be dcscnbed :I' any (V oluntary mclusmn of effects)
_ * No explicit description of problems considered essential if such problcmsand means for o
- |their solution are described in an understandable manner , S
+ Other manner of dwcnpuon sllowed if considered adequate to allow easier undersmm:ll1':«'r
«2{of the invention L . S

B | impbsinc on other requircments prohibited
© .- jUnited States {Article 112 - ]
' - Invention clearly identified to be d:suuo'mshablc from other technoloqes (Id.c::mfym,=
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requirement) .
* Description including concrete measures and methods toa full extent to allow aperson
with ordinary skill in the art to explo:t and use an invention (Enabling requirement)
_ Descnpuon in a manner an mvcntor consxdcrs the best (Bcst-modc requirement)
EPC  |Article83 ‘ ' : : |
- Invention dxscloscd clmﬂy a.nd fully enough toallow a person with ordmaryshll inthe
' an to carry it out s . :

* [Rule 27 '
* Description of as much conceivable technical background as possible

' - Invention disclosed ini 2 manner to understand technical problems (not possibly .

o dcsmbable) and means and method for their solution

]+ Description of effects relative to technical background e
- Atleast one form to carry out ap'invention or description with an cmbodxment -

Table 6: Examples of Non-Observance of Enabling Requirement

A. Stemming from incompiete description in Detailed Explanatidn of the Invention
@ [Io cascan 10 embodiment pesds to be described as a form of an mvcnuon ‘Garried out,

|(@) technical means corresponding to matters dcﬁmno an mvcnuon are su:nply abstractive and
) funcnonally described, without any materials, devices or proccsses madc clear to allow a person with
“jordinary skill in the att to carry out the invention, or ‘
" l(b)in the abscnce of ooncrete values as manufacnmnccon&uons aperson wuh ordmary slull in theart
} - lcannotcarryitour. -

@ |In the description of an embod:mmt of an invention, relanonshlp of tcchn.cal means spemfymg the
1 linvention is mot clear, so that a person with ordinary skill in the art cannot carry it out. _
B: Stemming from difference between a claim and Detailed Explanation of the Invention

(@ |Claim: Conceptually upper invention
Detailed Explanation of the Invention: Conceptually lower invention executed with respect to part of a
lower concept included in a conceptually upper invention
" {— in case where there is recognized enongh ground that the description of an execution with respectto
part of alower concept included in a conceptually upper invention is not clear and full description of an
{inveéntion to allow a person withordinary skill in the artto carry itout withrespect to the whole of the
lower concept of the conceptually upper invention based on description in Detailed Explanation of the
{Invention, drawings and known technology. .
@ {Claim: Invention with optional matters
"~ {Detailed Explanation of the Invention: Matters of execution with only part of operational matters
- in case where there is recognized enough ground that the description of an execution with respectto
part of optional matters of an invention is not clear and full description of the invention to allow a person
««{with ordinary skill.in the.art to camry it out with respect to the remainder of the optional matters based )
on description in Detailed Explanation of the Invention, drawings an and known tcchnology Bkl
"1 ® |In case wherea specificmanner of executionof aninvention as describedin Detailed Explanation of the
Invention and drawings is a specific fearure outside the conceptual scope of the invention, and
— in case where there is recognized enough ground that the specific manner of execution of the
invention cannot be extendedto allow 2 person with ordinary skill in the art to execute other parts of the
conceprual scope of the invention based on description in Detailed Explanation of the Invention,
drawings and technology known at the time of its application.
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Table 9 Companson of Reasons for Re]ectlon, Opposition and Triél for Invalidation

1for
Rejec-

IReason
for trial

tion

|Reason - |, Invention no:represennnbpnorapplzcaUOﬁ(Secuon 39 Paragnphsltozl) -

for-. P
inivalida- |

. |@ Conceming public interests
- onlauon of ntrhts of fomoncrs (Sccuon 25) -
3 Non-comphance with patcntablhty reqmmmcm(SecuonZQ SecuonZQb:s)
. Non-patentable invention (Section 32)
for
Opposi- + Invention violating treatics or conventions
ton + Amendment adding new matters (cxccpt ongmal-languagc patent
ey apphcauons) (Section 17bis(3)) . . . :

+ Specification and others cxceedmg thc scopc of matters descnbed inan.
onqnal-langxm,e text and drawings

" Nop-compliance with dscnpuon reqmmncnts (Sectxon 36, Paragraphs 4
- ,and6 (excl. Item 4)) _ .

6 Concerning proprietary

Mlsappropnated apphmuon o

. Conccrmno formahty mxslakc

Non-comphanoc wnh dscnpuon rcqmrcmcnts (I\Ion-dbservancc of 2 nnmstcnal ordmancc)
(Secuon 36, Paragraph 6, Ttem 4)
». In case of an original-language patent applxcauon, the addmon 01' matters not descnbed inan’

+ Violation of joint apphmuon (Sccuon 38)

» ongmal language text and drawmas to 2 translauon throu,h a gencral ammdment
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'[Embodlment] .....O..........

[Document Name]) Specxﬁcauon

* [Tidle of the nvenion] oooooooooooooooo

[Claims)

" [Claim 2] OOOOOOOOOOOOOOOO

[Detailed Explanauon of the Invention]
[oo01] -

1. [Technical Field of the Invenuon) OOOOOOOOOOOOOOOO

[0002])

[Problems to be So!vad by the Invention] .........Q......

Too04)

[Means to Solve the Problems] OOOOOOOOOOOOOOOO

_[0005]

' ) [Mode for Carrymg out the Invenuon] ..........‘....‘ '. : .

[0006] -

{0007} _ S
[Effects of the Invenuon] ..0............. o

[Bnef Explanation of the Dramngs]
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Application 1

RS Translation not filed
-{ Filing of translation | ... Within 2 months

l o Apphcatxon w1thdrawn

Application laid open Lad-Opcn Gazette cairies an ongmal-languagc text andd'amngs andthar transl ation
tocclhcr wnh an ammdnmt to comrect m:stmnsl ation if any. .

Request for examination | -V &2 7 years from the da“’ of No request for examination
: anapphcauon S e —

Examination|

. {Application withdrawn

Notification of reason for rejection |
Response to notification of reason for rejection |
1N

Decision 1o grant patent
“{Payment of patent fee|{ ' o Decl - - f.:‘ u
— L _ R sion of rejection | ..
Registration of patent R | Filingor |

{Publication on Official Gazette [ - — A e J’

Patent grai'gﬁng- decision | . | Patent rejecting deciéi_qn

ey - --- Within 6 months from - -
n -
Filing of opposition publication on {

Fﬂing of opinion
& ¥
Upholding decision Invalidating decision ——1

v

¥ _ Tokyo District High Court |
Lapse of patent | ... 20 years after the date of an application '

Fig. 2: Original-Language Patent Application from Filing to Registration
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Translation

Original _
Eligibility for divisional application __| Subject to substantive examination
or alternate application judged based
on original text and drawings

(@. Prior-Art Effect (under Section 29bis of the Patent Law)
_ [Applicable to PCT applications after the Revision of Law] .
— Scope of description in original language counted into the consideration of pnor art under

the provisions of Section 29bis of the Patent Law

Translation
Original

(Reference)
- inthe past, PCT applications having only their parts duphwted in an original language and
its- transiation counted into the oous:derauon of prior art under the provisions of Section 29bxs

of the Patent Law Translauon

@. Scope Allowed for Amendment and Reason for Rejection, Etc.

[Applicable to PCT apphcatlons after the Revision of Law]
¥ Addton of matters not desaribed in an

original janguage constituting a reason for
rejection, opposition or tnal for invalidation
‘(new thatters in an original language)

1 Translation

O Addition allowed through a correction of mistransiation within the scope of dwcnpuon in an

original language
A Addition through » yeneral amendment (a procedurdl amendment form snpulated in Section 17,
Paragraph 4 of the Patent _aw) constirating a reason for rcjecuon(not a reasonfor opposition or tnal

" for mvahdauon. because it is only 2 formality mistake)

 (Reference)  Incase of PCT applications in the past

' ' X Invention other than an invention

- described inan criginal language copstituting . -
invalidation ST

" Original =

Transtation

X No addition allowed even w:thxn the scope of descnpUOn in an original language

Fig. 3: Companson between Ongma!-Language Text and Drawings and Their Tmnslatxon in
Relauonshxp
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0p9031t10n, grantlng of a patent, system of pub!lcation. public
1nspectlon, harmon:zat:on, trial for invalidation, correct:on.

?ftrlal for correctlon- right pf temporary_prOtectlon._

cancel!atlon. intervention in opposition, and appeal of

"dnssatlsfactaon e

Abstract

Conventxonaliy, the system of opposxtlon has formed an integral
part of the system of public 1nspect|on together 'Ith the systen

--of publication. Hovever, it has also presented a _problem in

. terms of interpational harmonization due to its. disadvantage of
'“1Fjdeiay1ng ‘the process of granting of a patent To solve this. . ...
-problem, therefore, a partial amendment to the Japanese Patent
‘Lav:will be enforced in January 1, 1996 Ihereby the system of
-opposition is to.be reformed in such a manner as to accept an

opposition made to a granted patent. Accordlngly,_an opposxt:on

.made to a granted patent (or an exallned patent appl:catlon) vill

-be intended not as pubtlc xnspectlon but as Judgment of the

propriety of the adm:nlstratxve act of grantxng a patent for

...early correction, .and further 1ntended to cancel a sranted patent

~~adopting-the-scheme-of confrontation.among.parties. concerned‘mﬂwwmw

should'such act prove to be improper. Thus, the reformed system
of opposition differs greatly fror the conventional one in not

The present paper reports the findings of the study of the

reforsed system of opposition in terms of 1ts obJectxves,f'
features, practical considerations, etc. SR

FRANKLIN PIERCE
LAW CENTER LIBRARY
"~ CONGORD, NH.
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1. Subject: Accommodation to Reformed System of Opposition

In January 1, 1996 ] partxaI amendment to the Japanese Patent Law 'lll be
enforced, whereby the system of opposition is to be reformed in such a manner as
to accept an oppos:tton made to a granted patent. ’ B
: The planned reform of ‘the systen of ODDDSItIOB is reportedly based on the
- Japanese commxtments to the Unated States ‘in the second package of Japan-U.S.
~agreement reached- in the aiddle of 1994, -Table ! belov lists those commitments
vhich concern'the ‘system of opposition. R _

‘The reforn vas already considered, however, in the report submitted by the
- . Deliberative Coun011 on Industrial Property Rights earlier. on December 18 1892.
. Table 2 belos Hists, tbe requests presented in the report '
~Both the agreement and. the report mentloned above make aIIowance for the

g}necessxty to.promote the the process of grantxng a patent as vell as the

floternational trend toward harmonlzatnon as reflected in the process of
_ negotxation on Article 18 of the WIPO Harlonxzatlon Treaty (prov:dlng for

" prohibition of opposition prior to the granting of a patent).

o “Thus, “the planned amendment to the Japanese Patent Law fails to reflect the
“"recent changes in the equx]rbrlum betveen appllcants and patentees in rights and

“'betveen third parties and general citizens in interests and therefore leaves

:f,fsome poxnts dlfflcult to understand in“contrast vith the conventional amendments
0 Upadedin consnderatlon of the peculiar Japanese ‘situation surrounding the
h"f'domestic :ndustrles. ‘the Patent 0ffice, ‘and the ‘existing proceedings. In fact,

V'there has been conf:rmed almost no report or document descrlblng or dlscussang

'd :thls amendment

. In the present paper, e '111 make an analysxs of the planned reforn of the-

d:system of opp031tton to study the resulting changes in"the rights of parties
,_feconcerned as well as possibie changes in the practical significance of ‘the:
N ”system of oppos;tton, and approortate accomoodatlon to: the reform o
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Table 1
" Japanese Commttnents to the Unlted States
in the Second Package of Japan-U.S. Agreement

(1) To present a reform proposal by April I, 1985 with the ‘aim of
_ inplementing the reform of the system of opposition on or after
4 . . January 1,  1996. _ : S
(2) To:ensure that only an opposition-made: to a granted patent is accepted
in the reformed system of opposition.
(3) To ensure that examinations can be combined for tvo or more
- oppositions for the purpose of minimizing the period for the process
of opposition. : '
Table 2
Requests in the Report Submitted
by the Deliberative Council on*Industrial”PropertY:Rights'
| ©  Toensure that the system of opposition is reformed in such a manner
L ‘as to accept only an opposntlon made to 2 granted patent '
| ® " To ensure that any person is entitled to make an opposxt:on 'lthln
6 months after the publ:catlon of a granted patent. B
'®  To ensure that an opposition can be made on a clalnébyictain'basis.
| @ To ensure that grounds for opposition include lack of novelty or
' inventive steps, 1ndef1n1te description in patent SDEC!flCatIOHS and
1 77 other factors causing public disadvantages. = e
_‘dC)’_To ensure that examtnatnons can be comhlned for two or more
~ oppositions. - S '
® To ensure that a correct:on may he made to a granted patent 1n the
' 3fprocess of opposition. ' o : ' o
@ To ensure that a coileglai body: of trial examlners nay ex OfflCIO
~ examine other grounds for opposxtzon than are pleaded by an
opponent.’ '
To ensure that a collegla! body of trial exallners conducts a

"examlnatlon for an opponent
To ensure that 2 patentee 1s pern:tted to 1nst1tute an actlon to

o dlssatxsfactlon Ilth a dec:saon on cancellat:on of a granted patent

“'as a result of a examination for an opposxtlon

To ensure that a trial for invalidation may be demanded even dur:ng

'rthe pernod for oppos1tnon or during the. pendency of opposntlon
_'To ensure that 2 patent is of tventy years dnratuon after 1ts f:ltng
' date ' : -
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3. Significance of Reform of System of Opposition.
Conventionally, “the system of opposition has formed an integral part of the
_system of public inspection together with the ‘system of publication. Namely, a

‘patent application which an examiner judges to be worthy of patenting is opened
““to public -inspection in the system of publication, and then subjected to
opposition from any opponents who present relevant information and opinions on
" that applicationin the System of opposition; thereby achieving the purpose of
_:xmprovang the accuracy and obJect1v1ty of examlnatlon and the stablllty of
“patents. ' ‘ I

“Public inspection requires providing the fixed period for opposition in
~ vhich a patent application examined by an examiser and opened to public -
. inspection is checked for problems by general citizens and the period for

submlssxon of a ¥ritten reply to such opposition by an appl:cant Consequently,
:,publxc 1nspect10n takes s0. much txme as to h;nder the reductlon of the time

“;fiirequlred for gramtxng of a patent In an. ‘extreme case, the 1919 amendment to
“the Japanese Patent Lav . provrded for the system of 1ntervent|on in opposition

'5rfor recenvrng oplnlons from all ;nterested partres 1n opposztlon However, this
| system led to zany cases vhere an appllcatxon was made for 1nterventxon in
~..opposition after the lapse of the period for opposition in an attempt to extend

‘the period for assessment and vas therefore abolished in the current 1959

H“W'amendment for the reductxon of the time reouzred for granting of a pateat.
: Meanwhlle, the process of exam:natron by examlners came to take more time as

patent appl:catlons became more sophxstrcated and compI:cated " (pponents also

"took puch time im makrng necessary preparations such as search for proof and

:_dec1510n naklng on opposition. This is. partlcu}arly true of opponents of
foreign origin, ¥who needed more time in maklng extra preparations such as
_:gtranslatlon of the Official Gazette or a written ODDOSltIOH To solve these
__n'problems._there was no. other alternatrve left than to extend the period for
f_ opposition after publication from 2 months to 3 months in, the 1987 part:ai
‘amendment

Further 1n the forthcom:ng amendment 1t has been declded that the system'

of publication. should be abolished S0 that a patent pay be granted subject only

The. fact remains, . hovever that a patent appllcatlon not opened to publnc

.;xnspectlon in . the. reformed systea of Opp031tlon is subaected to less thorough

validation than a patent application opened to publlc lnSpectan in the

conventional system of opposition, thus arousing a fear for an increasing number
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of cases vhere a patent is granted to a patent application which should
otherv:se be rejected. ﬁuth the obJectlve of enhancxng the rellablllty of the

patent systen on the whole, therefore. it has been decxded that a granted patent
;should be opened to puhl:o xnspect:on durxng a flxed period, thus affording
_general c1tlzens an opportunity to check that alelcatlon for canceliatlon
Hence the reformed system of opposition, vhxch is zntended to judge the
.. propriety of the administrative act of grantxng 2 patent for early correction in
~consideration of the oplnlons of general C1t1zens and to cancel a granted patent

at an early stage should such act prove to be 1mproper _
In the reformed system of opposition, abolition of the system of

- publication eliminates the right of temporary protection, thus.freeing a patent

from no-fault liability for compensation even during the period for opposition

“or during the pendency of opposition.

-~ Further, while an amendment may be made to a granted patent during the

‘period for submission of a vritten reply to opposition in the conventional
system of opposition, no such amendment may be made even during the period for
submission of 2 vritten argument against canceliation of that patent in the.

reformed system of opposition. In practice, no major problem vill resuit from

“prohibition of amendment, which, in itself, will be offset by permission of
correction. It should be noted, howvever, that a divisional application made
‘during the period for amendment, which ‘has been permltted conventxonally, vill

"“; be prohibited after the reforn. S ST

In addltlon "it should also be noted that acceptance of an opposition made
- to a granted patent means completion. of empoverment to an ordinary patent agent

K”*_and requires direct transmittal of a duplicate copy of a written opposition, a

- potice of cancellation, an attested copy of a written decision, and other papers

7're}at:ng ) oppos:tlon to-a patentee in the absence of a patent adainistrator.

:_ 4. Deta:ls of Reform of System of OQQOSItIO
The reformed syster of ODDOSIthﬂ ‘is scheduled to come lnto force on

'-:»January 1, 1996. Any patent application made on or ‘after thxs date will be .
-granted 2 patent directly vithout any decision on publxcatlon in the reformed

system of opposition. It should be noted here that nny'patent'application for

-=--yhich-an.attested.copy.of a.decision.on publication is issued or vhich is mot

”e publ:shed in or. before December 1995 1111 be pnbllshed even ln or after January

,1996 in the conventional system of opposition.
In thls section, we will study the details and grounds of the reformed

systen of op9031t10n in comparison with the conventional system of opp051txon

‘Figure ! shows the procedure ‘of opposxt:on in the reforned system of

: oppos:t:on :
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Further, Table 3 shows comparisons betveen the reformed system of

oppos:txon and the conventional systen of opp031t10n
'4 The parenthe31zed numbers {e.g. GD () and @) marked at the end of the
‘ﬂheadlznes in the paragraphs below indicate the corresponding numbers for the
 eleven requests presented in the report submitted by the Deliberative Council on

- ~ Industrial Property Rights (listed in Table 2). It'éhould be noted that no
reference is made 1n this sect:on to Request (l) th:ch has already been -

* described in Section 3, “and to Request (11), vhich vas already fulfilled on.July
L 1995 .as a request 1rrelevant to the system of op9051t10n h '

o (1) The period for. onpos1t10n has been extended to 6 months after the
publication of a granted-patent--(G21 . g e
In the conventional system of opposition, the period for oppositien is

-

Lt e 3 Y Y
. aetputal.:u a3 dfivilLiio a

- for 30 days as the period for supplementing grounds for opposition and 60 days

s
1

“.as ‘the period:for extension for opponents of foreign origin. In the reformed
- system of opposition, it can be presumed, the:-period for opposition has been
- - extended to 6 moaths after the publication of 2 granted patent (more

specifically, issue of the Official Gazette disclosing a granted patent), taking

-account of the increasing amount of time required for preparation for opposition
due to sophistication of patent applications, no influence exerted by extension
.. of-the period -for opposition to a granted patent upon-the reform object of early

- granting of a patent, and the demand for judgment of the propriety of the
.+ ;administrative act of granting a patent for early correction.

In-the reformed system of opposition, the procedure of opp051t10n starts

“o-with submission of a written opposition to the Commissioner of .the Patent Office
. during the period for opposition, but given neither the period for suppiementing
grounds for opposition nor the option of amendments to the written opposition

]thus submltted after the lanse of the perxod for ODDOSitlﬂﬂ unlike the

T: conventlonal system of oppos;tton Here speCIfxcally. ‘there is no waking any -

- addltnon nr alteratzon of evzdent:ai statutory DTOVISIOHS or facts.
:Consequently. the conventlonal practlce of S0~ called temporary opposxtxon has
w_become meaningless. | i -

ter the pl.iuuCa.l.luu Ul ai uur.'xa.mim:u pa.l.um., d”ﬁﬁﬁ‘g _

S this connect:on. :t should also e noted that the pernod tor” imspection™
.of papers relating to opposntlun has been extended to 5 nonths after the

}_publlcatlon of a granted patent

- (2) An_opposition shouid be made on a cla:m by-claim basis.. !§22

“In the conventional system of opposition, an opposition should be nade to a
‘patent application on the whole on the basis of the conventional practice of
conducting a examination for an opposition as part of examination, vhich accepts
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- or rejects a patent application. ' The fact remains, hovever, that an opposition

made to a granted patent is intended to judge the propriety of the

~‘administrative act of granting 2 patent for early correction, thus making it
. desirable to minimize necessary amendments to any granted patent. To meet this
" need, it can‘be presumed, provision has ‘been ‘made for making an: opp031txon on a

claim-by-claim basis in the reformed system of -opposition.

, (3) Reasons for opp051tlon do_not include those relatrng to p0339551on of a

- patent rlght such as derlvatlon and v1elat|on of JOlnt apglncatlo o

EFOVISIORS g@! .

In the convent:onal systel of opposnt1on vhereby an op9031t10n 1s made for

}jtexam:natton as part of exam:natton of a patent applxcatlou, a ground for

. ..-opposition is substanttally zdentlcal vith 2 ground for rejection. In the

.. reformed system of opposxtxon ¥hereby an oppos:t:on is accepted only vhen made
...to a granted patent a trial for 1nva11dat|on may be delanded durlng the. period

~.for opposition. - Basxcally a polnt of dlspute between :nterested parties, 2

'quest:on of possessaon of a patent rlght seems not suzted for an opposition and

- should therefore be handled by those part:es through a trial for 1nvalldatlon
leased on the scheme of contestatlon betreen partles concerned '

In the convent:onal systen of opp051tlon,‘grounds for opposatlon do not

o 1nclude those relattng to formal defects, such as unity of inventiom in viev of
w”the fact that rejection of any patent applicatlon publlshed and vested with the

~ right of temporary protection for the ground of formal defects alone would only
- lead to 'sheer confusion-and should not therefore be desired. Neither is it

desirable to cancel any granted patent in the reformed system of opposition.
jAccordtngly. formal defects have been excluded from grounds for opp051tlon as in
the convent:onal systen of opp081t;on '

' .  (4) A resnonse is needed not to a dupl: ate copy of a wrxtten opposntnon but to

- a_notice of cance!lation. _
~In the reformed system of opp051txon it is preferable to conduct a
examlnatlon for an opposition v:th accuracy in a short time in order ‘to correct
- the administrative act of grantxng a patent should such act prove improper. In

%o&Vle' of  this, .it-can-be. presumed -measures . haVe been taken to reduce aperiod

for . znstabrlxty of a patent rlght by establ:shxng a practxce of sendlng a
:patentee a not:ce of cancellatxen ponntxng out concelvable problems as
grounds for alleged 1nvalld|ty of a granted patent on the bas:s of a trltten

.--opposition, making a request to the patentee for submxss:on of a vritten
~argument asd other papers relattng to opposition, examnn:ng such grounds in

terms of whether they can be 1gnored and refralnlng from send:ns the patentee a
notice of cancellation and aaklng a decision on maintenance of the granted
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-patent in the event that a trial examiner-in-chief decides that such grounds
-should be ignored. ' y : . : .

‘Thus, the reformed system of opposxtton represents the pseudo scheme of
-examipation or assessment-based examination in which opposition in itself

- approximates to an act of provision of information in examination in:.contrast

vith the conventional system of opposition:based on the scheme of contestation
betveen parties concerned
‘While a dupllcate copy of a vr;tten oppos:tlon 1s dellvered to a patentee

““"“in the conventional system of opposition, a written opposxtxon is transmitted

~ simply to a patentee to whom a not:ce of cancellation carries more weight in the

_'éfreformed system of oppos:t:on Further for the purpose of a rapid examination
“or 'in view of non correspondence between a vrxtten ‘argument and a written

t:opposstxon. a duplicate copy of a written opp051tlon is no longer transmitted to
__Jan opponent in a similar manser to a written reply as in the conventlonal ‘system
f'to provade the opponent vlth an opportuntty to submlt ‘g written refutation

" (provided that the opponent may be afforded an opportunity to offer his opinion
 ':n an 1nqu1ry if S0 requested by a coilegzal body of trial exaolners)

As has already been ment:oned above, acceptance of an opposition made to a
_granted patent requlres direct transmlttal of a dupllcate copy of ‘a written
_diopposxt:on a not:ce of oancellataon. an attested copy of decision, and other
"f_papers relat:ng to opposxt:on toa patentee in the absence of a patent
”:adlnnlstrator - o S :
(5)"In principie, examinations can be combined for tvo or more oppositions.

- (®) .. - : R ] : A
- ."In-the conventional-system of cpposition, in the event that tv¥o or more
oppositions are made, a granted patent, once canceled as a result of a
. examination for one opposition, requires no decision to be made on any their -
" “opposition, but conversely requires a decision'to be made on every one of
oppositions if found to supply no ground for cancellation as a result of =

Erexamlnatnons of all’ opposntlons Th:s "situation” znvolves a great deal of

d!abor spent by a patentee in submitting a written reply to each opposition as
“well as much tlme spent in completlng examlnations of all opp051txons ‘To solve

erthxs problem. 1t can be presuned pernission haS”been g:ven “Tnrthe reforned N

":t‘,system of opp051tlon to comhlne examinations for tvo. or more oppositions as a

:Wgeneral rule for the purpose of promotlng the process of examxnat:on and

.ﬁ-mlnxmleng the labor of a patentee
' More spec:facally. a patentee 1s requested to submit a written argument

_ during a specified period only in response to a motice of cancellation
“_‘transmztted from 2 tr:al exam:ner in- chxef '1th the 1ntent|on of nakxng a
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- decision on cancellation.

- Incidentally, an examination is conducted for an-opposition in principle by

~»a documentary examination, which may be replaced by a verbal examination
:depending on the nature of proof.. However, it is normally difficult to ‘combine
‘a documentary examination with a verbal examination. An exception to this rule,

therefore, is to refrain from combining documentary and verbal! examinations and

. separate ccmbtned.documentary and verbal examinations if necessary.

| (6) A correctnon mag be made {0 a granted patent durxng the gerlod for argument

_in the process of opposition. (®)
In the conventronal systen of oppos:tlon. a certaln extent of amendment L2y

"be made to a granted patent durlng the per:od for submnssxon of a wr:tten reply
~ for the purpose of circumventing grounds.for opposition. In the reformed system

of oppositior, too, a certain extent of correction may be made to a granted

. patent during the period for argument for the same purpose.  Unlike an

amendment, "a correction to a granted patent greatly affects the scope of a

‘patent right and requires propriety:judgment in a trial for correction as a
general rule: If a trial for correction is demanded and folloved by:a decision
. on-opposition subject to a decision, the process of examination will be delayed,
‘leaving a granted patent in an unstable state open to cancellation for a long

time, which may, in turn, result in.reduced reliabilitfy of the patent system on.
~.To avoid this, therefore, permission has been given:to make a correction to

“Ta granted ‘patent in‘the process ‘of ‘opposition vwithout demandiag & trial Tor 7~
correction :Incidentally, - there exists a precedent case demonstrating
permission for correction in a trial’ for invalidation. o

- The permitted extent of correction 'is.confined to reduction of claims,
correction of erroneous entries, and explication of unclear descriptions in

;ﬂ?consideration of the fact that alteration of the scope of a granted patent

f? greatly affects the equ:llbrxum petveen patentees and general cntlzens in
‘interests. ~ This extent of correction co:ncndes vith the perm:tted extent of
. amendment in the process of opp031txon to a patent appllcatlon vested vith the
jtrlght of temporary protect:on as a resuit of publlcatzon in the conventtonal

'i:system of opposi tiox.

' “ine the process of examxnatlcn. vhen a: patentee submlts a Iratten demand for s

n:;correctlon durxng the perxod for submxss:on of a vrltten argument agalnst a
o not:ce of cancellatlon. a collegial body of tr:al examlners examines the demand
- for correctlon to check confcrmlty to requlrements for correct:on In the case
ﬁﬁy;fof confcrmnty. 2 collegtal body of trlal examlners exam:nes vhether to cancel -2 -
__if;[granted patent on the bas&s of the denanded ccrrectnon In the case of non-

‘ _“confornlty. a colleglal body of trxal exam:ners transm:ts a not1ce cf reJectlon
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of correction to a2 patentee, who opts to make an amendment: to the demanded

-.correction. to such an extent as .not to change its purport. -Them, a collegial

. body .of trial examiners examines vhether to cancel the granted patent-on the

-..basis of the demanded correction in the case of conformity to requirements for _

=y correction.or on the basis of the non-demanded correction in the-case of non-
< conformity. STEETLE i o

In addition, prohlbatnon has been: laid on: demand:ng a trial for correction

:'durlng the pendency of opposition. It can be presumed that this prohibition is

ﬁuillntended to sigplify the procedure of opposztxon in V1ew of the fact that a

~_correction pay be made as part of the procedure of ODDOSItan during the

pendency of an opposition in the same manner as in the previous case
_ demonstrating prohlbltlon on demandxng a tr1a1 for_ oorrectlon_durlng the

4f: Dendency of a trial for xnvalldatlon

:"(7) A examination-is conducted for an oooosntlon by -a colIeg__J body of: 3orh

. trial examiners. (®) SR SR -
In the conventional systen of. opposition, an:opposition is made for -

-..examination by an examiner as part of examination of a patent application. Ian

the reformed system of opposition, however, such.a examination is conducted to
- judge the propriety of: the administrative act of granting a-patent, a process of
~great consequence which may lead to-cancellation.of a granted patent and the
v-resulting divestiture:of .a-patentee of ‘his exclusive industrial property right
~or.to alteration of ‘the scope of 'patent right through correction to the granted
- patent. In view of this, it can be presumed, a.practice has been established,
- whereby a examination ‘is conducted for an-opposition by a collegial body of
trial examiners each vwith excellent impartiality, independence, and accuracy as
‘in the oase.of the existing system of trial. - :

”(8) A colleg__l body of trial exam:ners may ex off:cxo make 3 exalrnatlon on

~ alleged cla:ms 1n terms of other grounds for DDDOSltIOH than are pleaded
' _lgg_a opponent oatentee, and other parties 1nterested (D

~In viev of the faot that the reformed system ‘of opD051tnon is 1ntended to

enhance the rellabllxty of the patent system on the vhole through Judgment of

1.1the propriety of the administrative act of granting a patent and cancellatxon of

. ....a granted patent shouId such act prove to be 1mproper :t seems only natural"
| 'that the Patent Office should be villing to make all necessary corrections and
" examine other grounds for ODDDSltIOH than are pleaded by an opponent, patentee,_-:

',,and other part:es lnterested Hore spec:f:ca!ly. a colleg:al body of trial

,examlners should exam1ne grounds for cancellat:on,‘such as a changed comblnatnon

'”f ,of proofs for lnvaltdatlon (e g 2 comhlnatlon of proofs presented by dlfferent

'opponents) citation of other prxor art Titerature than is presented as proof
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for invalidation, and application of non-applicable statutory provisions as

~ grounds for opposition (e.g. application of Subsection (2) of Section 28 instead
- of Subsection (1) of Section 29 as a ground for opposition). '

In the conventijonal systenm of opposition, too, it should be noted, a

i_colleglal body of trial examiners may ex folClO exazine other grounds for
- opposition than are pleaded before transmlttlng a notice of rejection to an

applicant. To clarify this exceptional case, it can be presumed, advantage has

-,_h,been taken of the reform as a good opportunity.

, inc:dentally, it should also be remembered that provision has been pade for

'"_5mak1ng an opp081t10n on a clalm by-claim basis as has already been mentioned

“3,,'above It vill go too far, therefore, to examine non- alleged claims as vell

iffiex officio. To_avoxd_thxs, 1t_can_be.presumed provision has been made for
_exanining only alleged clains. |

(8) Any interested party may make intervention in opposition in support of a

 patentee. S -
As has already been descrrbed xn Sect:on 3 the 1919 amendment to the

" Japanese Patent Law provided for permission of intervention in ‘opposition in

contrast with provision to the contrary in the current 1959 apendment. On the

_other hand, the reformed system of opposition 1nvo|ves & process of great

consequence . whlch may lead to cancellatnon of a granted patent and the resulting
d:vestlture of a patentee but also an exclu51ve or non-excius:ve licensee of

“”Tﬂthelr exclus:ve 1ndustr1al property right. As” such ‘the reform ‘faces the
. important. task of ma:ntalntng a granted task. In view of this, it can be
' presumed permt531on has heen given to :nterventlon 1n ODDOSItlDﬂ 1n support of

'lhma patentee L

On the contrary, no perm1331on has been given to 1ntervent:on in opposition

~in support of an_opponent. ‘This can be. ‘attributed to the fact that there is no
.point in giving perm:ssxon for lnterventxon ln oppos:tzon to an opponent vho -
'f;needs no other partlcular act than recenvnng an attested copy of a dec:s:on on
_ﬂfopposatlon after hav:ng submltted a Irltten ODDOSItan and pay make a request
'_for cancellat:on dlrectly on his own and not indirectiy through 1ntervent:on

"ff'(lo) On!y patentee or an in lntervener -is Dermltted to institute an action to the

Tokyo High Court of Justice to make an appeal of dlssatxsfactlon vrth S

‘decision on an opposition. -
In-the conventronal_system-of opposition, neither an applicant nor an

- opponent is permitted to make an appeal of dissatisfaction vith any decision
“made on an opposition. Im practice, however, “both an. applicant and an opponent
* ' may make virtually the same appeal by making-an appeal of dissatisfaction vith
‘“rejection and a trial for invalidation folloving registration, respectively.
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" In the reformed system of opp031tlon ‘whereby an oppoment is still
permitted to demand a trial for invalidation, there seems to be nouneed to
pernit the opponent to imstitute an action to make an appeal of dissatisfaction.

On the contrary, it:can be presumed, 'permiSSion for such an appeal of

dissatisfaction has been’ glven to 2 patentee or an’ :ntervener, vho may be

: d:vested of their exclus:ve 1ndustr1a1 property rxght as a result of
“‘cancellation of a granted patent ' '
Further, it can also be presumed, a practiCe'has'been established,:vherehy

~an action may be isstituted directly to the Tokyo High Court of Justice to make
Can’ appeal of - d:ssatlsfactlon by skipping the first trial in the same manner as
re'the ex1st1ng system of trial, in consideration of the fact that such an appeal .
~ “'of dissatisfaction is directed at the results of a examlnatlon conducted by a
coliegial body of trial examxners each with excellent :mpart:alaty. 1ndependence

,and accuracy.

(11) A trlal for invalidation n_may be demanded even durlng the period for

' opposntlon or dur:ng the pendency of an opposxtlon at the Patent Offlce
Sﬂ@l _ . N

_ “In the conventlona! system of ODDOSltIOD. an opposition is made for

'=exam1nat:on as part of examination of a patent appllcatnon and therefore free

_from overlapping in time w:th a trial for lnvalldatxon of a granted patent

“In the reformed system of opposxtaon, both an opposnt:on and a tr:al for'

plnvalndation alike are dlrected at a granted patent and have the effect of
: fxnvaludatlng it. " Such coexlstence of these dlfferent proceedlngs pay complicate
‘procedures involved. As w1ll be discussed in the next sectxon. however, both

these proceedings, differing from each other in nature, should be used for

"dxfferent appl:catlons SubJect to a proper d:stlnctlon betveen the twvo, it can

' 'wﬁhe presumed perm1551on has been 81VEH for thEIT simultaneous pendency

Even in the case of snnu!taneous pendency. it should be ‘noted, exan:natnons

o 'f"_caunot be comblned for the two proceedings, ¥hich differ from each other in

: nature. Nexther :s it possxble to’ conduct exam:natlons for then ln parallel
“ Both these approaches should be avoided as undesirable in viev of the complexity

'f;resultlng from the need to resume one proceedxng upon acceptance of a. request

" for correction in another proceeding, the probability of vasting one proceeding
"as a result of a decnsxon on cancellat:on or a trxal decx31on of 1nval|datnon in

;anotherﬁproceedjpg, the difficultiy in 31multaneous attendance to the both

proceedings by a: patentee, :and the~possrh:llty-of_producxng‘ different results
~..from -the same ground or proof. .

In the case of sxnultaneous pendency, therefore <8 examlnatton is conducted

for an opposition in preference to a trial for invalidation as a general rule.
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‘However, a trial for invalidation takes precedence of an .opposition.in cases

vhere the examination admits of early decision or -if so determined by a
collegial body of trial examiners in the presence of a patent dispute. This

principle in priority order has been established in consideration.of many cases

.- where a examipation-for an opposition proceeds so rapidly as to aliow an
. .ipmediate decision on maintenance of a granted patent in the absence of any

- -ground for. cancellation while a -trial for invalidation often takes much time im
- making a trial decision due to such steps as reply, refutation, repeated reply.

5. Comgar1son between Reformed Systen of 092051t|o g
and sttem of Trial for Invalidatlon o ‘

‘Table '3 also shovws comparisons between the reformed system of opposztlon '
and the system of trial for invalidation.
- The reformed system of opposition resembles the system of trial for

: :_invalidation in that approval of an opposition may lead to invalidation of a

granted patent. - .. - . e o o
: Nevertheless. an opposition and a trial for invalidation, despite their

f.apossnble‘SImuItaneous pendency, are independent of and therefore greatly
different from each other in the points listed below.

i(l) A trial for 1nva11datlon may be demanded by only lnterestedgpartxes vhile

' an npp031tlon may be made by any person

~ “~The system of trlal for 1nva11datlpn is intended to judge the propr:ety of_whum“;.;;;;';,_
“'the adm:nlstratlve act pf grantlng a patent as a solutlon to a patent d:spute as

can be seen from a case of litigation over a patent 1nfr1ngement in which a

. ~.otrial for invalidation is demanded as.a measure to avoid an allegation of
~ -infringement. of a patent in dispute. As such, a trial for invalidation is
~ prohibited for any other party than :nterested partxes in conformance 'lth the

Civil Proceedings Act. IR
- On the contrary, the reformed system of qpposition'is-intended_to‘enhance

...the reliability of the patent system on the vhole as has already been mentioned

above. To this end, it should be ensured with propriety that an opposition may

- be made by any person vhether interested or not,.thereby providing as many third _
parties as possible vith an opportunity to make a request for cancellatlon "._“. -

(2) A tr:al for nnvaildat:on may be depanded at’ anx given tlme vhlle an
opposition must be made within 6 months after the_pnblicatlnn of a grante

Qatent

_ -For.. the purpose of the system of tr:al for 1nva11datlon. 1t must be ensured. ... .. . ..
that a trlal for invalidation may be demanded :mmedxately upon occurrence of a2
-patent dispute. .To meet this need, therefore, it 1s.perm1tteq,to,demand a trial
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for ‘invalidation at any time after the 'granting of a patent in dispute or even
‘after its expiration instead of restricting the per:od for demandlng such a
trial. d : - ; : o

“In the«reformed'syStem=of opposition, by contrast, a granted patent
subjected to opposition may be considered as valid while that not subjected to

- opposition fails to confirm the propriety of judgment by an examiner, which may

‘“result .in reduced reliability of the patent system on the whole. 'To avoid this,
ffit can 'be presumed, the period for opposition has been specified so as to
confirm the val1d1ty of a granted patent found to supply no ground for

‘cancellation by any th:rd party’ subaect to recelvxng ‘no opposition during this

_period. The significance of the perxod for opp031t|on has already been _

" mentioned in Paragraph (1) of Section 4..

_ (3) Reasons for invalidation include those relating to possession of a patent
- 'right, such as derivation and violation of joint agglncat:on provnslons_
‘while they are excluded from grounds for opposition. ' o
© “This ‘question has already been outlined:in Paragraph (3) of Section 4.
“Incidentally, violation of possession of 'a patent right, viclation of treaties,
and violation correction requirements by foreign residents for grounds accruing
. after the granting of a patent are included in grounds for invalidation but
“excluded from grounds for oppos:t:on Con51der1ng that the reforsed system of
.-oppesition is intended to Judge the proprlety of grant:ng a, patent it is only

_:,?nn.natural that grounds accruxng after the grant:ng of a patent shouid not be
__G.examxned as. grounds for opp051tlon

©(4)" The system'of trial for invalidation-permits‘intervention'in support of
" both a patentee and an appel!ant vhile the reformed -system of ODDOSItlon
“permits intervention in support of only a patentee. . .
Based on the scheme of contestation betveen parties concerned, ~in vhich
"'both these parties are supposed to be on an equal footing, the system of trial
'“,'for 1nva1:datxon permits intervention of interested: partxes :n such contestat:on -
" in’support of their associated parties concerned. N T
By contrast, not based on the scheme of contestation between parties

concerned the reformed system of opposzt:on permlts 1nterventlon of only a_;”_

'pratentee and not an opponent for the reason nent:oned :n Paragraph (9) of

| T.'¥: Sect1on 4.

(5) In principle, the system of trial for invalidation adopts verbal
e examlnataon vhile the refor ed sxstel of onp051t10n adopts documentarx

" examination.” o SRR A : .
- Based on the scheme of contestation betveen parties concerned,  the systenm
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of trial for invalidation adepts verbal examination in principle in view of the
fact that verbal examination promotes procedures involved, such as organization
~of points in dispute and identification of evidential facts. In practice,

- however, ‘there seems to be many cases where documentary examination takes the

place of verbal examination, 'hlch requires the attendance uf partxes concerned
to the Patent Office.

By contrast, not based on the scheme of contestation betveen parties
concerned, it can be presumed, the reformed system of opposition adopts
documentary examlnatxon for the purpose of S|mpllf|cat:on of procedures

o '1nvolved

',;(6) The system of tria! for invalidation a dogts the prancrple of doubie

Jeopardy in making a decision while the reformed system of opposition does
 mot. , o o
In the system of trial for invalidation, vhereby the period for trial is
not restricted-as has already been mentioned im (2)’' above, a trial for
" “invalidation may be demanded any number of times. On one hand, there is the

- possibility of repeating a trial for invalidation based on the same ground and

prodUCIng different trial decisions, .resulting in reduced reliability of
_'trxal examination. On the other hand, there is also the possibility of
" repeating a trial ‘for invalidation based on the same ground and producing the
'.séméitrial decision, costing a patentee and'the Patent Office a great deal of
““labor.  To avoid these 90331b111t1es, “the principle of double jeopardy is

i adopted in making a trial decision. - Lo ' o

‘ 'By contrast, in the reformed system of ODDUSItan. “vhereby the period for
opposition'is:réstrlcted a general rule is to make an opposition only once and
_' consequently comblne exallnataons for two or more opp051t10ns Hence no need to
“"adopt the principle of double jeopardy.” Cr e I

| Incidentally, there seems to be no problem in demanding'a trial for

" “invalidation of a sranted_patent based on the same ground as for an opposition

against vhich a decision has been made on maintenance of that patest. No
restriction is laid on such a examination, it can be presimed, to allow for the
"folluwlng Firstly. an opposition is examined by a collegial body of trial

. double seopardy Secondly, once an opponent has submitted a written:opposition,

;;:the subsequent proceed:ngs ‘center around negotiations betweer a patentee and 2
'_colleglal body of trial examiners, with the opponent afforded no opportunity for

“”frefutatlun Finally, given a- decxslon on maintenance of a granted patent- - -

:;aga:nst an’ oppos:tson. an opponent (or an appeiiant) is likely to suffer huge
losses unless ‘perpitted to demand a trial for -invalidation based on the Same
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' ground as for opposition.

;{7) In or:ncxple the system of trla! for invalidation imposes all charges
- involved on a. loser while the reformed system of opposition xmposes such

‘charges on an opponent. _

Based on the scheme of contestatron betveen partles concerned the system

. of trial for invalidation makes it a principle that a loser should bear all
'fg_eecharges_involved in conformance with the Civil Proceedings Act.

By contrast, not based on the scheme of contestation betveen parties

concerned, it can be presumed, the reformed system of opposition makes it a rule-

~ that an opponent should bear all charges lﬂVOlVEd in consideration of the cases
:zwhere a trxal examiner- 1n-ch:ef makes a decxs:on on maintenance of a granted
‘patent regardless of an oppos;t:on vlthout ascertaining the intention of a

~patentee and the fact that an opponent is supposed to bear a!l cnarges 1nv01veo'

'111n the conventlonal system of opposnt:on. too. -

'IQ}(S) The system of trial al for 1nval:datlon oermxts both a_pa tentee and an .

- .appellant to institute.an action to make an appeal of dlssatlsfactlon vhile
<. the reformed system of opposition permits only a pa atentee to do_so.

. -+ Both the system of trial for invalidation and the reformed system of
~~opposition permit a patentee to institute an-action to make an appeal of
-.dissatisfaction, it can be presumed, to. allow for possible dlvest:ture of the

'-e_patentee‘of his exclusive. lndustrlal-property right (see Paragraph (10) of

Section 4). In the system of trial for Invalldatlon it can also be presumed
-~ an appellant needs to be permitted to 1nst1tute Aan action to make an appeal of

~.dissatisfaction in comsideration of hxs inability to repeat a trial for

- invalidation based on the same ground under the prxncxole of double jeopardy.
By contrast, in the reformed systen. of . opposrtloo it can further be presumed,

an opponent need not be permitied to make an appeal of dlSSatleaCtIOH because -

~of his ability to repeat a trial for. xnvalxdataon based on the. same ground (see
“Paragraph (10) of Section 4 and Paragraph (6)° in this sectlon)

The difference betveen the system of traal for 1nva11datlon and the

'-reformed system of opp051t|on are derived from their dlfferent obJectlves In

3;”;thevreforned -systen~of--epposi-tion, -not- based on.the. scheme. of contestat:onwen;w

.- between partles concerned, . there .occurs a problem to the dlsadvantage of an
‘opponent, who may face: rejection .of his grounds for opDosztlon and cannot make a
“counter- opposition to a written argument . sublltted by a patentee as refutat;on

~At the same time, when tvo or more oppesitions are made there also arises a
~situation against a patentee, who may face an unevadable ground for cancellat:on
~.as a result of . combination of proofs. presented by one opponent and proof

presented by another opponent.
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| ¥ith these differences between the tvu systems in mind, we will discuss how
=,__to use them for dlfferent appllcatnens in Section 8.

Cemgar:sons betveen Reformed ystem of Prot

: and Foreign Systems of 099051t10n

Table. 3 also shovs comparisons betveen the reformed system of opposition
and the foreign equivalents to the system of oppos:txon (i.e. the system of
»o-re-examination under the United States Patent Lav and the systenm of opposition

~¢under ‘the German Patent Law and the Eurnpean Patent Cunventloa (EPC))
-As has already been mentioned abnve, the forthcomlng amendment to the
. Japanese Patent Lav is intended partly to establish 1nternat10na1 harmony among
- patent systems of different countries. To thlS end, it. has not a few features

RS & common Yith the German Patent Lav and the European Patent Treaty. both of

~.which adopt the system of opposition to a granted patent. Further, a sxmllar
objective is reflected in the system of re-examination in the Un:ted States.
_ Since its eanforcement on October 7, 1977, the European Patent Conventlon
- -has been-abiding by the-system of opposition to.a granted’patent. ‘According to
“‘one .understanding, this system has been adomted vith the aim of harmonizing
differences among patent systeas of different countries, such as the systen of
opposition integrated with the system of publlcatlon in the then Germany and the
system of registration vithout examination in France. In this system, a patent
"-granted after-examined by an examiner is_regiStered in a member country of

application, lhere"it%is~later-maintained._camcejeﬁ 1nterpreted or exercised

= in-principle in confornance vith the governing lav. In practice, a granted

- o -patent 'may be canceled by tvo. methods: a vrittenfppposntlon submitted to the

“European Patent Office (exercising the effect bf cancellation in all member
~ countries of application) and a procedure of cancellation taken in each member
- country of application (involving a trial for imtalidation and'exercising the
effect of cancellation in only that country). A ¥ritten opposition Submitted to
the European Patent Office is handled e;ceptimna}ly by the European Patent
Office itself after registration of a granted patent in question with a viev to
early correction of errors in its examination. It had been generally believed
.. that a patentee could make an DDDOSItan on his ovn to make a correctiop to a
patent- spec:flcatlon untii, 1984 Ihen a trlal dec:ston s_made ‘to the contrary.
. Meanvhile, a procedure of cancellation taken in each member country of ™
; }appl1cat1on may or. pay not be in 3 state of ‘'simultaneous pendency vith a written
opposition submitted to the European Patent Office depending on the governing .
- lav-in that country. . E K - ‘
.. In West Germany, the system of ‘opposition to a granted patent ¥as
| lntroduced 1n the vake of abolxtlon of the system of publxcat:on in- 1981 to form
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the basis of the German Patent Lav as a consequence of integration of West
Germany with East Germany in 1991. In the systemIOf opposition under the German
Patent Law lhereby an amendment. ‘(correction) ©ay be made to a registered
. -patent, there is no permlttlng a patentee to make an opposition. Neither is it
f” possxble to permlt s:muitaneons pendency of an. opposxt:on and an action for
- 1nva11datlon S o I R T
- The system of opposxtlon under the German Patent Lav and:the European
: Patent Conventlon rs s:mllar to ‘the reformed system'of opposition under the i
Japanese Patent Law in providing for waking an opposition to a granted patent. o
o However. they are videly different from each other in that the former is based
”"_ on the scheme of contestatlon between parties concerned while the latter is not
based on’ that scheme and rather characteristic of assessment-based examxnatlon
(e 8. proV1s10n for submission of a written argument in response to a motice of
§ cancellatlon from a collegial body- of trlal examiners-and not. to a'written
opposition from an opponent). - | S -
__" | The system of re-examination under the United States: Patent Lav is-similar
to the reformed system of oppos:txon under the Japanese Patent Law:in many .
‘ oxnts such as re-examination and correction of 2 granted patent as well as in
‘ 'not. adopting the scheme of contestation between ‘parties ‘concerned. However, the
~ former is widely different from the latter in mot restricting the period for
 re-examination, mot aiming at enhancing the reliability of the patent system on
. the whole through judgment of ‘the 'propriety of the administrative act of
o granting a patent for early correction; “and-permitting a-patentee to make a
- request for’ re- exam:natlon on his own for- the purpose of correction. :In this
connectlon it is worthy ‘of note that the former is likely to dlffer further -
from the iatter in the event of passage of a bill mov under congr9351onal'
deinberatnon callnng for adoption of the scheme of contestation between parties .
_'f concerned in the process of re-examination to prohibit a patentee from aaking a
. request for re~exam:natlon on his ovn. Lo e

7. - Adv antages and Drsadvantages of Reform of System of ngoSItlo

, - 1o Patentee and Oggonent
Table 4 llStS the advantages and dlsadvantages of the reforn of the system '

'rof'opp051tlon to a patentee and an opnonent .
" The.parenthesized numbers (e. g (1 (2) and (G) 5 marked at the end of
the items -in Table 4 1ndlcate the correspond:ng numbers for the headl:nes in

Sections 4 and 5.
Listed:in Table 4 are 10 advantages and 7 d:sadvantages to P patentee and 6
dvantages and 8 disadvantages to an opponent Although there is no paking a
sveeping generalization of these advantages and dlsadvantases ‘varying in
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significance and interchanging in pature depending on their interpretation it
seens safe to say- that they are vell halanced vith each other taken all
together It should also be noted that some disadvantages, though marked as

f_such are far fron being decisive disadvantages to either one party, considering
_ their underlying grounds

To a i:censee the reform nf the system of opposntlon also has. an advantage

. _of permitting 1ntervention in opp051tlon and a disadvantage of leading to

- dlvestlture of an. exclusnve :ndustr:al property right as a result of
~_cancellation of a granted patent (e.g. .a,great:disadvantage resulting
_lifrom cancellation of a granted pateat.in 'hich'an investment is made in

~ expectation of vestiture of an exclusive industrial property right as compared
with a disadvantage resulting from failure of registration. of .a patent
application to which an opposition is made).

Preventive measures to be taken for these disadvantages are described in

Section 8.

+8._ Practical Consnderations in Forthcoming Alendnen
to Japanese Patent Law-
In this section, we will study practical considerations in accommodating to

" the reform of the system of opposition under the forthcoming ‘amendment to the

Japanese Patent Law on the ba31s of the advantages and disadvantages listed in

= Table 4.- 7 _
* Such practica!*considerationsfmay"differ‘depending“on vhether a patentee or =~
" an opponent (and interested parties intervening in-opposition) is concerned; and

can also be classified according to hov to accommodate to the planned amendment

"-7by making active use of the advantages of the amendment or tak:ng a preventive
. peasure for the disadvantages of the anendnent -

'd Patentee I'

“Making Active Use of Advantages of Amendment

(Active use ‘can be made of 2 ont of the 10 advantages of the alendment )

:_(A) Taking advantage of absence of no-fault llability for con EEHSBth

Despite the pendency of oppos:t:on and the DDSS]bl]lty of cancellatlon of a-

'mﬁffgranted patent, the fact remains that the patent is still valid, ‘ensbling a
-patentee to improve his relative position by giving a warning to an 1nfrlnger or
.a potential infringer. 1t should be noted, however,:that a patentee is well

advised fo take such legal actions as seizure after a decision is made on

" gaintenance of the granted patent “Test any trouble should resuit from a tr:al
f“‘de01s:on to the contrary. i ‘ ' ' ' |
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g 2 Tak:ng advantage of correctlon made in’ opposxtlon

““In the reformed system of opposition, a patentee is given Derm18510n to
- make a correction to a granted ‘patent which is not relevant to a ground for
opposition or cancellation, and recommended to take advantage of such permlsSIOn
as a good opportunlty for mak:ng a correctton w;thout demanding a trxal for

R correctlon

-“AS has already'been nentioned"tn'Paragraph (6) of Section 4, when a
patentee makes a non-conforaing request for correctlon. a collegial bpdy of
‘trial examiners transmits a notlce of rejection of correctlon to’ the patentee
" who ‘opts to’ ‘make an amendment to the requested ‘correction. Thus. ‘the patentee

“‘gan make a request for correctlon even when Judgment of its conformlty 10
““requirements for correction is a questlon of extreme dellcacy

. Making Preventive Measures for Dtsadvantages nf Anendment

(Preventive measures can be taken for 2 out of the 7 dtsadvantages ).

(C) Evaluating the necessity of d:v151onal application at _any other time than
the time of suhmlsszon of an_ amendment )
.In the.conventional system of Opp051t|on. vhereby an opposition is made to
.;a patent application prior.to registration, it is possible to file a divisional

-e_,app]lcatlon during the period for submission.of a written reply.

In the reformed system of opposition, hovever, whereby an oppos:tlon is

-~ made to a granted patent, .it.is impossible to. file a divisional appilcatxon

',_;during the period for submission of.a written argusent againstha‘notice.of
-iYEJECtIOH L : : _ - _

.. . Thus, any.necessary lelSlonal applxcatton must be flled prior to granting

of a patent This, in turn, seems to. require additional .action to.evaluate the

necessity for such divisional application at any other time than the tlme of

" application, say, at the time of making a request for examination.

It should be noted in this connection that grounds for divisional
application cannot be supplied for any patent application for which a request
~ for examination has been made at this tipe, for which a decision on publication
vill not be made untll the last: day of December, 1995, and for which a patent

’h¢W1il be granted ‘on or after January 1 1996 subJect to receivxng o notxce ofmﬂ;mwmv

‘ 1reJect|on

(B 2 GlVlﬂg an agent a separate commission to handle an opposxtlon to a grante
.. patent

- - 1n the event that a patent is granted hy giving an agent a commission. to
f;le a patent application, that commission is supposed fo-complete upon
registration of that patent except where the agent is a patent administrator.
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.As.a result, a duplicate copy of a written opposition. and other papers relating
- to opposition to a granted patent are normally transmitted directly to a
patentee at a subsequent date. ;

After receiving the duplicate copy of a wr1tten opp031txon. the patentee

} must give an agent another commission to handle the opposition if he opts te do
~ so.

In the conventional,systen of,opposition,,too,,similar inconvenience is

| “caused to a patentee, to whom a trial for invalidation is demanded. It will be

advxsable therefore, to determine whether to commission an agent to handle an

'opp051tlon to a granted patent by referrxng to previous cases where a trial for

lnvalldatnon ¥as demanded

Opponent

. * ‘Making Active Use of Advantages of Amendment
b (Actlve use ‘can be pade of 4 out of the 6 advantages of the amendment )

'roof for 0 os:t:on w:thln the extended eriod

'_ Searchln for SUfflClent
for opposition : .
in the reformed system of opposntton. the peraod for opposntxon is. extended _

from 3 months to 6 months, which means extension of the period for prior art

:'search An opponent is well advised to take advantage of such extension to

search for sufflcnent prior art for use as proof for ODDOSltlon

- (0)_Alleging cencellation based on cosbination of proofs

In the reformed system of - ODDDSItIOD. vherehy a collegial body of trzal
examiners may combine examlnatxons and render an ex officio ruling on other

- grounds for opposition than pleaded, there is a possibility that a combination

~of proofs presented by different opponents nay constitute an unevadable ground
~~for cancellation in spite of rejection of an allegation made by any ‘opponent.

'”?'It vould therefore be advisable for an opponent to cite as much pertinent prior

art as possible for use as proof for opposition. However, there is also a

“‘danger that a combination of too'many”proofs'nay oreate difficulty in
' 1dent1fy1ng their 1nterrelatnon, thus maknng agalnst the advantage of opponents

{e)—

Demandlnr aetr|a| for- :nvalldatlon 1mmedaatei ~UPON: dernvat:on v1olatlon-mwwm~
of joint appllcatlon provxsxons and other events sugplxlng no ground for
opposition s '

As has dlready been mentioned in Pnfagraph‘(ll)'of Section 4, an opposition

.. is examined in preference to.a trial for. xnva!:dation as- general rule in the - - -
. -case of their s:nultaneous pendency. However a trsal for 1nval:datxon may take
. precedence of an opposition in such cases as where it can_be_conslqered_that
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“:the examination‘admits of earlier decision. ' For ‘example, when two or more
- examipnations are combined and left pending until_the expiration of the period
for opposition, priority may be given to any trial for invalidation that may be

.. demanded based on a2 simple and clear ground and proof. As ¥ill be described in

. (d) below, permission for the simultaneous pendéncy of opposition and a trial
for invalidation can be interpreted as a suggestion that a trial for
‘invalidation should be demanded as required after a decision on opposition is
made. In particular, interested parties would be vell advised to consider a
trial for invalidation immediately upon derivation, violation of joint

” ”}'applidation”pfbvisiOns;"and other events supplying’nd gfouﬁd for oppUSitibﬁf

(d) Demanding a trial for invalidation by sugglementlng grounds for og9051t|o
after a decision on maintenance of a granted patent

_ ‘4s has already been mentioned in Paragraph (11) of Section 4, an op9051t10n
is examined in preference to a tr:al for invalidation as a general rule in the
“case of their simultancous pendency. Thus, there is not much p01nt in depanding

a-trial for invalidation during the pendency of opposxtlon Rather, it would

be more appropriate to consider a trial for invalidation as an alternative to an

. .dppeal of dissatisfaction with a decision on maintenance of a granted patent to
-~ which an opposition is made.” ‘In this comnection, while admitting that the

" ‘principle of double ‘jeopardy is not adepted in the interval between opposition
and trial for invalidation, it would be problematic if a collegial body of
- trial examiners vere to make different decisions on an opposition and a trial
. for-invalidation despite examinations based on.the same ground and proof. In
 )_this case, there is much probability that a decision on the former affects that
. .on thé latter. To avoid this, it would be advised to make an adequate analysis
"_ of TEJECthD of an aliegation made in opposition and then demand a trial for -
lnvalldatlon on a completely. dlfferent allegation, such as an allegation based
on dlfferent grounds, .an. ailegatlon based. on more proofs, and an allegation
:_‘,based on a. comh;nat:on of proofs . Thanks .to the abstention from adopt:on of the
i pr:ncxple of double Jeopardy. -even vhere a retr:al for. invalidation is demanded
__.after a decision. has been made. a collegial body of trial examiners-is most
;lxkely to accept the re- exam:nat:on, vhich would otheraxse be d:sm:ssed for

~-befng based on- substant:al!y the ‘Same ground- as” thewtrial

:  ZHak1ng Preventive Heasures for Dlsadvantages of Amendnent_ SRR
.- (Preventive measures can be taken for 4 out of the 7 disadvantages.)

““(e) Making active use of ‘the system of information provision
Thowy Once a patent is granted, it lasts from the time of’ registrat ion to the
“"time of cancellation in the form of an exclusive industrial property right
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vested in a patentee. It is desirable, therefore, that an opponent should make
an allegation of unpatentability prior to granting of 2 patent. In the reformed
systen of opposition, hovever, whereby an opposition is-made to a granted

. patent, "an opponent should make active use of the system of information
.provision as the only means for making an: alIegat:on of unpatentahllity ‘1t

should be noted here that the system of 1nformat|on provision will also be
reformed on January 1, 1986, for enforcement to patent applications handied. in
the system of reformed system of opposxtnon The planned refore of the system

~.of information provision. is intended to address the need for more precise

examination in the reformed system of opposition, whereby a patent is granted

. without being subjected to public inspection. The réformed system of
swinformation provision differs from the conventional one in giving permission for

provision of documents and other forms of inforpation giving ~proof of public
~More ‘specifically, these documents include publications or their duplicate

.icopies,  and duplicate copies of patent specifications, as vell as lecture
~manuscripts giving proof -of public knovwledge, -documents describing embodiments
" of apparatus or equipment-in situatjons alloving public knowledge and giving
~‘proof-of ‘public use,"'and certificates of experiment records giving proof of

imperfect descripticn. 1n the reformed ‘system of information provision, it

“.should also be noted,- 'no search is required for proofs outside the scope of
-search ex officio; neither is any opportunity afforded for vindication or

‘interviewing by an information provider. An examiner accepts provided

~rrinformation asy proof only when he can form a conviction that it is an-actual
.'fact S d i . :

'5 ! Con31derzng maklng an oppos:tlon to _as many clalms as DDSSlble

An opposition made to only a specific clair may make a patentee aware of
wvhat an opponent is interested «in, thus making to his advantage froam the

“viewpoint of a business strategy. To avoid this, anm opponent should be
" recommended to- consnder mak:ng an opposxtlon to as many cla:ms as possxble :f so
’:requlred o ; o

. Sg) Maklng use of wrltten report

In the reformed system pf opposxtlon once an opponent has submltted a

~ﬁ%51r1tten opposxtxon, 1t ‘is-examined-on-the basis- of ‘negotiations hetveen-a--
_ofpatentee and a collegxal body of trial examlners.‘vxth ‘the opponent afforded no
'"other opportunlty for refutation except in an inquiry in which he may offer kis
f_opxnlon if so requested by the colleglal hody With thlS being the sxtuatlon.
~g]an opponent should be reconmended to consider demanding an opportun:ty to offer
.bis opinjon by. such means as a wlrtten report for :nsxst:ng on the need for an

\;anurry‘
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-I Interested Partles : e
In the reformed system of. ODDOSIthﬂ. interested parties are. pernmitted to
- make an intervention in opposition in support of a patentee. - An example of such
;xnterested parties is a licensee for a2 granted patent S :

e Hakxng Act:ve Use of Advantages of Amendment

-‘5 2 Mak:ng an active application for 1nterventxon in oppos:tlon vhenever
S Partles perm:tted to make an :nterventron in: oppos:tlon are. those vho are
. likely to suffer some form of loss as a result of cancellation of a.granted

- patent in. which they are interested, and naturally required to support a :
- patentee in-an effort to prevent cancellation. of the patent. Further, even .
vhere a patentee abandons his-patent as' a result of: its cancellation, any -

- applicants. for such intervention (inciuding rejected applicants) may-opt.to
institute an.actjon for making an appeal of dissatisfaction as & means of ‘last

,1resort for defending their own right. Thus,_lnterested,partles should be
' . .encouraged to make an actrve‘appitcatron for,interjention whenever possible..

. ...-While registered interested parties, such as licensees, receive a notice:of

:opposition_from the trial examiner-in-chief, unregistered.interested parties
-receive no such notice. Accordingly, such unregistered interested parties, e.g.
..non-exclusive licensees, need to make preliminary arrangements. for ensuring

their intervention in opposition, suck as making provisions for immediate

notification of oppos:txon by a patentee xn a lrcense agreement and other
pertlnent papers. = : L AR LT

_ 9. Conclu510n

. As has already been mentloned in Sect:on 2, the forthcomxng reform of the
:.system of opposition under the Japanese Patent Lav is intended.not:to reflect
the recent domestic situation but to make allowance for the international .trend
toward harmonization. Not being a direct extension of the conventxonal system

‘of opposition featuring public inspectxon the reformed: systen of opposition
" appears to involve 2 multltude of problems vhen v:ewed from the standpolnt of ~

'”?the prev:ously ‘conceived purposes of ODDOSlthH The fact of the ‘matter :s,

“however; that the reformed system of" oppos:txon alms ‘at” achxev:ng newly
“envisioned obJect:ves such as promotrng the’ prooess ‘of grantlng a patent and
"Judglng the propriety of - the admlnlstratlve act of gratlng a patent for early

“correction, and then balancing the advantages and’ disadvantages_of ‘all parties

‘concerned by taking account of these objectives. Notvithstanding some
disadvantages resulting from the reform, it is possible to take a preventive
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measure for almost all of them.'with the exception, for example, of the case

~of.a plurality of oppositions, where a patentee may face an unevadable ground
“for cancellation as a result of a combznatlon of proofs presented by different

opponents. In fact, these dnsadvantages nust be acceptable on a footing of

L

. equality.

All factors considered, the reformed system of nppnsxtion could safely be

: judged as a well-balanced one.

-~ Reference Materials:

"Statutory provisions of the foreign patent acts”
published by the Japanese Group of the International Assocxatlon for
the Protectlon of Industrial Property (AIPPD) ‘ o

: ”Practlcal Knowledge and Procedure of F0r91gn Patent ADDl!C&thﬂS :

(Revised Edition)

written by the Society for the Study of Forexgn Patent Appl:catlons in

Seiwa Patent Lav Office and published by, (April: 25, 1984)

"Comientary on the Unites States Patent Sﬁsten*‘(EnIerged Edition)”.
coauthored by Asamura and H. C. Wegner and publlshed by the Japan Institute

of Inventlon and Innovatlnn (JIII) (July 2 1990)

"A Study of the System of Opposxtlon to a Granted Patent

prepared by the Second Subcommittee of the Patent Committee of the Socxety

for Patent and publlshed by the Society for Patent (currently the Society

for Intellectual Property Rights),
Kanagement of Patents, Vol. 42, pp. 309 - 317 and PP. 489 - 497, 1992
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Figure 1 (1)
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(To be continued.)
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S . Figure 1 (2) .
! ; Opponent” -} Patent Office | Patentee i interested parties
: ! . | i
R -5
| ! ! 1 P
2 o i+ Permission for
] -t | Presence or ¢ intervention in
! | absence of ; } opposition prior
' : ground for ! ' ~to decision
; opposition | : o L
4 |
. Absence - Presence !} L
S ' i l o B _
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withdraval of -~ | | cancellation| By - . :
opposition after 3 ~ { (§120N) . To Patentee. 1 To mtervenmg :
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of “cancel‘la'tion_-i ! 1 ; | ; R '

cocgrzom) -y ol ! { . ‘Submission of wrltten argunent
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“ v 1. opposition | i &’ rejected
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§ l*—<—«—<—‘— Transmittal of — -
No permission ' attested copy of |
for appeal of - i decision . -
-.dissatisfaction...... on opposition...
vith decision on.i.. (§120V) --I RN
mamtenance of ! ! Appeal of d:ssatisfactwn nth
‘ granted patent i " decision on cancellation
(81140 i (by mstltutmg ‘action to - :
SRR : g " .Tokyo High Court of Justice) |... ... ...
: : T (8118),
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Table 3 (l)

. _ Comparisons auong Refnrmed System of UDDOSItIOH. Conventlonal System of 0pposnt|on“

‘System of Trial for Invalidation, and Foreign Eq

uivalents To System of Opposition

Reformed - Conventional System of System of System of = - | ~Systenm of!_'
© . System .. . Systenm Trial for Re-examinat jon Opposition | = Opposition-
of Opposition | of Opposition Invaiidation | (US) {Germany) (EP)

Opponent. -
(Appetiant) .

Period for -
opposition
(trial)

...............

Inspection
of papers -
relating te
opposition

Object of
opposi tion
(trial)

S L L

|oticial

-Permiséion for
~opposition to
Cany party

------------------

lithln ﬁ?months‘
after Issue of
_Gazette

R L = R

Yithin 5
after. issue of
Officia];Gazepte

------------------

Registration of

{ establishment of

patent rlght (on

Ja clain- by-claim
“{ basis) -

(§ llB@)

months'-

Permission for
opposition to
any,party

------------------

¥ithin 3 months
after
publication for
opposi tion

Within 2 nonths
~after tssue of

Official Gazette |

Publicaticn of
granted patent
(on an . =
application-by-

“ | application

_basis)

e A e -

Permission for
opposition to

parties ()

No restriction
even after
registration of
estabiishment or
extinguishment

I N L X W

Registraticn of
establishment of-
patent right (on
a claim-by-claim
basis)

(§1230)

only interested |

of patent right

| Permission for

opposition to
cany party

?No'restficfinn
_ ~after .
registration

PR L L LR T

Registration of
establishment of
patent right (on
a claim-by- clalm
basis) e
(§302)

___________________

------------------

Permission for 
opposition to
any party

------------------

Within 3 months
after granting
- of patent

e mmm e - -

Reglstration of
establishment of
patent right (op
a clain-by-claim
basis)

------------------

Permission for
opposition to
any party

Within 9 aonths
after grantlng
of patent

-------------------

Registration of
establishment: of
patent right (on
a claim-by cla:n
basis)
(Rule55(c))

(*)Applicable pravision for vesting only interested partnes vith the right of litlgatton” in Civil Proceedings Act)

(To be continued. )
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o fable 3 (2)

Refﬁrmed
System
nf_Oppﬁsition

| of Opposition -

Conventional
~System

~ System of
Triat for
Invalidation

_System of
Re-examination
- (US)

Systen of
Opposition
(Germany)

Systemof . -
-Opposition
(EP)

Ground for
opposition
(trial)

Nethod of
opposition
. (trial)

| tnvention, etc.).

Same as ground
for rejection
in principle
(excluding
derivation,
~ violation of
 doint

ﬁuhhiésjdﬁ of
_Written
~opposition

---------------------------------

| invention, etc.)’

Same as ground
for rejection in
in principle
{excluding
violation of
“unity of

Submission of
~ written
0pposi tion

1 violation of

1| provision, ete.):

Same as ground
for rejection
in principle
(excluding
violation of
unity of

and :including
~subsequent

ground for
invalidation and

correction

Submission of
written demand
' fqr trial

-Novelty and

inventive step

in Fight of
prior art
Literature

invention, etc.) | -

Submission of
prior art
literature

(by appellant

or

Submission of .
vritten demand -
o for .

| re-examination )

Same as ground
for rejection

_in principle

~ (excluding
viclation of
cunityof .

invention, etc.)

rSubﬁiésion'hf
-written.
. opposition

| any other party) _f"-"‘

Same as ground
for rejection
-in principle
. {excluding
violation of
~.unity of:
invention, etc.)

Submission of .
-vritten
opposition:

(To be continued.
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Table 3 (3).

'\Reﬁ%rmed

Conventicnal

.invalidation 7

simu ;aneous
pendency
(No_pro; sion to

. th91°99tﬁar¥)

:for simul taneous |

' pendency
(opposntlon to
Datent
-appllcation

before

'régistratlon and ‘

trial for
inval:dat:on of

: granted patent

.after -
registration)

-commencenent of

‘| re-examination

. as justifiable
ground for
" suspension of
ruling on . .
~an action for
invatidation
(counter-action
to an action for
- infringement)

for appeal for
‘invalidation to
patent courts
during period
- for opposition
~or during -
-pendency of.
© . opposjtion .

1.governing lav of

- System of ~ Systen of - System of System of
Syktem System Trial for Refexamination .~ Opposition Opposition
of Opp051tion of Opposition Invalidation (US) (Germany) (EP)
‘Amendment to | No perpissnon - Mo permission | No permission | e_Permission for | Permission for
. -written ~ | for amendment to | for amendment to | for amendment to | supplementation | supplementation
. opposition written -ground, or proof | writien demand - of ground for [of ground or 3 |
: (vritten : oppos:tnon to | for opposition for trial to opposition proof for
 demand for change its . | after lapse of “change - during period | opposition after|
trial) - purport after | 30 days after its purport " for opposition | expiration of
' “expiration of | expiration of ., excluding | " period for
: per;pd for ~period for ground for | . opposition
.opposition |° - opposition ‘demand for trial | at discretion of |'
R I ' Lo e ~ Opposition '
B Department
- Trial for Permlssion for |’ No permission Acceptance of | No permission

_ appeal for
invatidation
depending on

‘member countries
. of application
- and permission
for simultancous
pendency
depending on

‘member countries
.of application

" Permission for |

..)
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Table 3 (4)

| examination

Filing of -

1 two or more

oppositions

Subject of

lntefvéhtion:- &
| intervention by

-Ref@fmed
System
of 09posntinn

el e L L

Proviskon for -
combinatnon of
exan:natxons
in principle

Permission for

interested

parties
in- supnort of

~_patentee

Colleglal body
of

| trial examiners- :

------------------

Conventional
Systen
-of Opposition
“No need for
“ruling on one
opposition:
in the.case of
rejectionbased
on another
" ppposition

--------------------

No provision for !

intervention
“in opposition

System of
Trial for
lnvalldatlon

Permgssunn for
combination -of
trial

- Permission for
separation of
trial -
examlnatlons

-------------------

Permission for -
intervention by
iaterested
parties
in support.of

- patentee
or appellant

Collegnal body
i of -
~trial: examlners

- examinations =

-------------------

System of
Re-examination
(HS)

- Provision for
combination of
examinations

m . - .-

No provision for
intervention

System of
Opposition
(Germany)
Provision for
conbination of
examinations

T mE . .-

Permlssion for
intervention
by alleged
infringers
vithin 3 months
after

“commencement of

an action for
infrlngement ‘or

" an action for

confirmation of
non—infripgement

- System of
~ Opposition |
(EP)
Provision for
notification of
. opposition,
- respoase, etc.

R I T g

Permission for
intervention
by alleged
infringers
.within 3 months
after '
-commencement of
. an actlon for
infringement or
an action for
confirmation of
‘non-infringement |

...................

(To be continued.}
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~“Table 3 (5)

i Examination -

| (amendment) -

heamamanb o em -

ex officio

---------------

Appea! for :
correction

| Divisional |
| application

Exanination
ex off:cio
(Only

. p{e@ded%c!aims) ;

Permission for
request for
correction

of written

argument
No pernission
for dlvlsional
' appllcation

| during period
~ for submlssion ‘

in principle

Examination |
ex officio

Permission for -
| amendment and
divisional
application
~during period
for submission
{ of written reply.

| preaded cjaihs) :

in principle
Examination
ex‘officio
(On Iy
Permission for :
" request for

correction -
during period

of written reply
No permission

application

-------------------

~for submission |

for divisional | -

...................

Examination
ex officio

F e e w

Permission for

amendment in

vritten reply,
ete.

‘Reformed Conventional. - System of . | - System of System of System of
- System .. “ System “Trial for Re-examination |  Opposition” Opposition
cof. Oppositlon { of Opposition . - !nvalidation (US) (Germany) - (EP)
| Method of PrOvisgon for Provision for Provision for Provision for PrOV|51on'f0r “Provision for
| examination documentary documentary’ verbal documentary “verbal “verbal
‘ | examination examination triaf examination examination - “examination’
in prinC|ple examination in principle

in principle
- Examination
ex officio

LR K I TeF A

Permission for -
amendment

Permission for
~divisional
application

| ln_prnnc:plg

* Examination
ex officio

R RN RPN

Permission for :
amendment

- e e .

. (TO be "co:n_t,i nued.)
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~ Table 3 (8)

Yithdraval -

Reformed
Systen _
of Oppos:tlon :
Permlssnon for

vi thdraval
(subject to no
perM1ssion for .
withdraval after

| notification of

canceliatlon and
pern1331on for
lithdrawal on
“claim- by clalm
_b%sls)_ g

4

Conventional :

System .

of Opposition -

Permission for
vithdrawal

System of
Trial for
[nval:datlon :
Permnssaon for

vithdravat
(subject to no
permission for:
vithdraval after
trial decision, .
need for

approval of

other party
after submission

| of written reply

and perm|3510n
for wlthdrava!

;' on o
claim-by-claim_
N 5§ba5i3),

“-7Sys£emhbf- _
Re-examination’
- (US)
No permission -
for vithdrawal

System of
Cpposition
(Germany)
Permission for -
vithdraval
subject to
continuation of
proceedings
ex officio

System of
Opposition
(EP)
Permission for
vithdraval

_ subject to
continuation of
proceedings
ex officio

OQutiine

examination’

(To be _
continued.)

process of -

' Submiéﬁinn of
- written
( 0pp03|tion

Des:gnation of

-] trial examiners

“Submission of
‘written '
opposition

Transmittal of

duplicate copy

o of weitten
opposition

Subm1551on of
'wrltten demand
for trial

Designation*of:
trial -examiners-

¢itati0n of
_ prier art

‘Sebrtission of
~appeal for

re-examination

Submission of
written
opposition

‘Examination

Submission of
‘written
opposition

Examination

(To be contlnued
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Table 3 (7)

R L L

" Qutline

‘process of
examination

Reformed
_ Systen
jof 0ppos:tlon
'Transmlttal of
duplncate copy
of !rltten
opposit:on :

*Transni;tal of
notice of
cancellation

;Submiséion of
yritten argument

Decision

- Conventional
“System
Jof 0pp03|t|on

Submlss1onnof -
“written reply

Transuittal of
dupllcate copy
of written reply

(Subnission of
- written
~ refutation)

 (Notice of
. rejection)

- Decision

System of

Trial for -

invalidatlon
: Transmlttal of
“duplicate copy
- of written
demand for trial
“Submission of
fwrit;en reply
‘Transmlttal of .

~duplicate copy
of wrltten reply”

Systen of
Re examinatlun
' (US) -
'Transmittal of
~duplicate copy
- of appeat for
re- exaltnation

: DeCision on
-re-examination

'Transmittal-of
~duplicate copy
. of decision on

-] . re-examination

‘Submission of
‘written reply

Transmittal of
duplicate copy

- of written reply

(Subaission of
written_
; refutation)

E Examinatlon and'

trial qec1310n

-------------------

Systen of

Opposition

(Germany)
(Submission of
written reply,

“submission of
© . written
-amendment, and
~submission of
vritten

refutation over
~ divisional

- application)

“Trial decision

System of
Opposition
(EP)

(Subnission of
vritten reply,
’submiséioh of
... written
~ correction)

.Trial decision

-

(To be continued.
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Table 3 (8)

Effect of
decls:on

Burden
of charges

Appeal of
dis- .
sa;isfaction

Reférmed
System
of Opposition

' VaEid

pervasive

' Litigation only

. in case of
decision on

cancgliation

e L LT LT T R

continuation :

extinction
cRLIgeLion -

Provision for
burden
of charges
by onbonent

Conventional
Systen
of Opposition

'_ﬂ'Graﬁting or
reJect:on uf '

patent

Prov1sion for;

' burden _
of charges
by opponent

Demand for trial

_in
dissattsfaction
' llth rEJeCtIOH

Syétem of

Trja! for

Invalidation
Valld

L or:

extinction’

| " (subject to

subsequent

1. invalidation
| 4pon occurrence

- of gruund for
_invalidation)

ffDﬁubfeljédpardy

SRR TN T -

PrOVlSIOH for
‘burden
1' of charges
by trgal loser
in principle

------------------

ifcontanuat:on .

pervasive

Litigation over
| cancellation of
trial decision

Systen of'
Re-examination
(US)

Valid
contlnuation
or
'ﬂpervasive _
extinction

Provision for
burden

of charges

by opponent

Beﬁand for trial

Re-examination
7ghy_courts

System of
Oppesition
(Germany)
~Vatid
continuation
_ or

pervasive

_ extinctipﬁ-.'f

Provision for
burden .
of charges
by parties
concerned
Permission for .
complaint to
patent courts

Systen of
Opposition
“ {EP)

Valld
continuation
0. or
.pervasive
. extinction -

------------------

Provision for
. burden
of charges
by parties

. concerned

------------------

Demand for trial
_ to Complaint
Bepartment

within 2 months
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Table

4 (1)

Advantages and Dlsadvantages of Reform of System of Opposition

Patentee '

Opponent

Advantages of Reform

! Disadvantages of Reform

Advantages of Reform

| Disadvantages of Reform

The system of oppoSition is

reformed in such a manner as t

o make an opposition to a granted patent (see Section 3).

+There is |ess time required
for establishment of a
patent right. .

sThere is no provision for

no-fault l:ablllty for

compensation.

*There is.no permission for
filing a divisional
application at the time ‘of
submnssnon of a written
reply. (C) :

009051t|0n due to direct
‘transmittal of -aduplicate

opposition,
cancellatlon,
‘papers reiatlng to
opposnt:on to a patentee
10)) '

‘A separate pover of f”]
attorney is requ:red to|.
‘give an agent another |
commission to handle an|

*There is no fear that a
~divisional application is
filed in defense to an
opposntlon

copy of a written| =
a notice of | -
and other |

to iaterrupt.the
establishment of a patent
right. (e) -

| :There. is no provision for |
| no- fault liabitity for|
| compensation,

making|
_opposition more, llable to|
warning

The period_for opposi

fion has been extended to 6 no

nths after the publication of

a granted patent. (1)

*There is a possibility that:
-sufficient proof for
opposttton may be searched.

during the extended perlod ‘

It is possible to search
“for sufficient proof for
. opposition during the
extended period for

| oppositlon (a)

*There is no time forj
replennshing a ground for .
~opposition. . :

for oppos:tlon ;

(To be continued.)

*There are few opportunities |
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- Pateniee

Dpponent

Advantages of Réform

{ Disadvantages of Reform

Advantages of Reform |

Disadvantages of Reform

An opposition should be made op a claim-by-claim basis. (2)

-There is no possnb:llty
that all claims are
canceled should any one
claim be canceled as a
result of examination of an
opposition madb on a
clain-by-claim basns

‘There is a bet;ter
understanding of points in
dispute in a notice of
cancellation. : =

[t is pessibie to made an
opposition to oniy a claim
sought to be canceled.

*There is much |ikelihood
that an opposition made to
only a specific claim makes
a patentee aware of what an
opponent is interested in.

(f)

Grounds for opposition do not include those relating to the possess:on of a patent right,

such

€]

+There is less difficulty in

handling an opposition made
on a reduced number of
grounds. :

as derivation and violat ion of joint appllcatzon provisnons.

*There is a reduction in the
rumber of grounds for
opposition.

A response is needed not to a dupl

but to a notice of

icate copy of a wyritten opposi
cancellation. {4)

tion

‘A response is requlred only
to well-organized ponnts in
dispute.

*A decision on maintenance
of a granted patent is made
in the absence of a notice
of cancellation unless the
trial examiner-in-chief has
any intention of
cancellation. ]

*There is much-possibility
that a ground for
cancellation cannot be
overcome if a response is
made without correction to
a notice of cancellation in
vhich the trial examiner-
in-chief expresses his
intention of cancellation,

*There is possibility that a
decision on maintenance of
a granted patent may be
made without taking note of
a pleaded ground for
opposition as a point in
dispute. (g)

*There is no procedure
equivalent to the
conventional written reply.

(g)
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Table 4 (3)

_Patentee

Opponent

Advantages of”RET%rm

' Disadvantages'of'Reford .

Advantages of Reform

DisadVadfeges of Eeform

iﬁn principle. examinations can be combined'forﬁtio er'more obpbéitiohs. (5)

-There is no need to handle

tvo or more ODDOSltanS

«There is possibility that a
combination of proofs|

- presented in two or more

oppositions as a result of

.an ex officio examination

may constltute an

“unevas:hle ground for |
cancellatlon in spite of
) evasiveness of each proof

'-There is possnblllty that a

comblnatlnn of proofs
presented in two or more

oppositions as a result of |
an ex officio examination |-

may constitute an

unevasible ground for-ru

cancelfation in spite of

_evasiveness of each proof,

(b)

__durt'

A correction may be made to a granted patent

«There is no need for a
~trial for correction.
| teading to a s
‘¢ procedure and rapid

progress of examination.

[+1t is possible to @ake a
- correction not relating to
-] a ground for op9051tion

: (B)

‘-ngh costs are requlred for _
; maklng & correctlon i

- the. period for submission of a vritten argument in the process of cpposstion (6)

— . (To be continued.)
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4 (4)

'Patenfee

Table

' ;Opponent

Advantages of Reform

[ Disadvantages of Reform

Advantageé of ﬁeform

A collegial body of trial examiners may ex o
in terms of other grounds for opposition -than are pleaded

|  Disadvantages of Reform
fficio make a examination on alleged claims

by a opponent, patentee, and other partles 1ﬁterested (8)

| *There is possibility that a
combination of proof&
i
tvo or more oppositions as |
a result of an ex officio
- .| examination may constitute:
| an unevasible ground for

presented

?cancellation in splte of

""-Q fevasiveness of each Droof

+There is possibility that a
combination of proofs
presented in
two or more oppositions as.
a result of an ex officio
examination may constitute
an unevasibte ground for
cancellation in spite of
evasiveness of each proof.’

{b)

Only a patentee or an
_to make

lntervener is permltted to instltute an action to the Tokyo
an_appeal ‘of dlssatlsfactlon \J

“fiigh Court of Justice
ith a decision on an opposition. (10)

| +The only means for making:

- an appeal of d!SSﬂtlS“
factlon is an action taking
much’ cost and time. o

*There

making an appeal of
dissatisfaction. (d)

is no means for.

A trial for :nvalidat:on may be démanded eVen durlng the pernod for protest or

? durlng the pendency of protest at the Patent Office. (11).:

It is possible to attempt
invalidation of a patent
through both an. oppOSItion
and a tria [ for
:nvalldatlon nn such

violation of Joint
appllcatlon provns:on {c)

- grounds as derlvatnon and 1

~(To be continued.)
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-T?bie 4 (5)

_ Patentee

Opponent

Advantages of Refirm

Disadvantages of Reform

Advantages of Reform

Disadvantages of Reform

3'ihe system of trial for_invalidation adopts the principle of double jeopardy
in making a decision while the reformed system of protest does not. (6)'

*There is possibility that a
trial for invalidation :may
be demanded on the same
ground as that for an
opposition to which a
decision on maintenance of
a granted patent is made.

«It is possible to demand a
trial on the same ground as
that for an opposition to
vhich a decision on
maintenance of a granted
patent is made. (d)
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Thls report summarizes U.S. Iaw ‘with respect to patentablhty of software. Important :
case Iaw is reviewed with emphasis on the effect of 1995 decisions. The Patent and Trademark

- Office’s Proposed Examination -Guidelines for. Computer-Implemented Inventions are -

summarized, together w:th Patent Off' ice pollcy wnth respect of mventlons :mplemented on
storage medm T : , ‘ : i
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._Software Disclosure and Patentability in the United States

The statutory standards for patentability and disclosure of inventions in the United States. as - :
set forth in Title 35 of the United States Code, were primarily enacted in 1952 when the computer
industry was in its infancy. For more than forty vears. the courts have struggled to apply these
* statutes to new technologies via a series of confused and often: contradlctory decisions.

During the past year the Court of Appeals for the Federal Ctrcutt had a number of
_opportunities to clarify the patent law as applied .to ‘computer-related inventions and software. - .
Unfortunately, however, the court's decisions did little to dispel the confusion. It appears that in this
~~area the judges of the Federal Circuit are strongly divided and the recent decisions seém to depend - :

" as much on the make-up of the mdtwdual panel hearmg a case as on the parttcular fact pattem betng
‘ rewewed - ‘ . _— . e . . eE

_ ' Moreover, there still appear to be strong philosophical differences between the Patent Office -
- and the Federal Circuit , and perhaps even between the Commissioner’s Office and the heads of the
~ relevant examination groups, all.of which make i it extremelv dtﬁicult 1o pred:ct the fate of clatms in
any mdmdual patent apphcatton L , T A

, In the ﬁrst part of ttus talk 1 am qomg to bneﬂy summanze and contrast the most 1mportant
- case holdmgs which affect software inventions and I will in particular. give my views of the impact .
of the recent decisions in 7rovaio, and Lowery.

_ ‘On June 2, 1995 the Patent Office published Proposed Examination Guidelines Jor
C omputer-]m;vlememcd Inventions (60 FR 28778 - Appendix A) and the Federal Circuit appears to
~have deferred to this process. {in re Trovato US App. Lexis 20022 (Fed. Cir. July 25. 1995 )). The
second part of this tatk will review and comment on the Proposed Guidelines with particular emphasis
on the level of disciosure whlch is necessary to satisfv 35 U.S.C. 112 when inventions are’
lmplemented in sofiware. : :

Finally, in the third part of this taik. 1 will comment on the current state of “record carrier”
_claims in the United States. ‘In Lowery the Federal circuit held that a computer program fixed In a
- ‘computer readable memory (for example on a magnetic disk) is an article of manufacture and thus -
" statutory subject matter under 35 U.S.C. 101. However. it appears that the Patent Office intends to

.. give this decision a narrow interpretation and to continue to reject many record carrier claims as

. obvious under 35 U.S.C. using reasoning analogous to that used in rejecting “printed matter™. .

PART 1. A GENERAL ARY OF THE Y CAS LAW

" Gottshalk v, Benson, 409 US. 63, 155 US.P.Q. 673(1972) A claim which read on a digita]
*-computer doing mathematics was unpatenitable because it also read on a person thmkmg (even though -
a .shzft register was recited). : :
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in re de Castelet, 562 F. 2d 1236.195'U.S.P.Q. 439 (CCPA 1977) A claim limitation reciting that

software generates output signals was not sufficient to cause the software to be patentable.

Parker v. Flook. 437 U.S. 584,198 U.S.P.Q. 193 (1978) A mathematical method for updating an
alarm limit (ie. a mathematical quanitity) with no hardware or software recitation was not patentabie.

There was dicta to the effect that the competent draftsman could not make a clatm patentable sunplvi _
by adding insignificant post soiutlon activity. - :

in re Freeman, 573 F.2d 758, 205 U.S.P.Q. 397 (CCPA 1980) In order to fall within the prohibition
against patenting. mathematical algorithms, a mathematical algorithm must be claimed. Non-
mathematical algorithms are just processes and presumably are statutory subject matter. For

example, the Patent Office today seems to regularly aliow clatms directed to* ‘genetic” algorithms,
because they are not deemed to be mathemat:cai : S o

inre Bradley, 600 F. 2d 807, 202 U.S.P. Q 480 {CCPA 1979) affd by an equalb; divided court sub

nom. Diamond v. Bradley 450 US 381, 209 U.S.P.Q. 97 (1981} A data structure is patentable where -
it is stored in a ROM and the clatms recite that the data structure mteracts with spec:lﬁc hardware_
elements of the computer R : ‘

Dxamond v. Diehr, 450 US 175,209 U.S. P Q 1'(198 1) A rubber moldtng press is patentable sub]ect
matter even though the pomt of novelty is repeated apphcatlon ofa known formula bya programmed '
- computer '

inre Parda, 684 F 2d 758 214 USP. Q 673 (CCPA 1982) ‘An optunmng compiler which reorders
.. software:code is not a mathematical algonthm because reordering code is not mathematics. '

in're Abele, 684 F. 2d 902, 214 U.S.P.Q. 682 (CCPA 1982) A mathematical algonthm 1s made

patentable when the- claim recites that the algonthm is 1mplemented in an X-ray scanner. ﬂzard to

reconcile with Parker v. Flook)

in re hvahashi, 888 F. 2d 1370. 12 U.S.P.Q.2d 1908 (Fed. Cir. 1989) If the claim recites a piece
of actual hardware, i.e. a ROM, it is 'pateritable. (appears 1o contradict Benson)

" in re Grams, 888 F. 2d 835, 12 U S.P.Q. 2d 1824 (Fed. Ctl‘ '1989) Claims recited a method for

medical diagnosis. If the claim reads on a doctor thinking (ie. no computer or sofnvare of any kmd

- was recited) it is not patentable subject matter.

- Arrhythmia Research Technology Inc v. Corazonix Corp., 958 F. 2d 1050, 22 U.5.P.Q. 2d 1033
“(Fed: Cir 1992) Where @ software claim reécites taking 51gnals from an EKG, there lS patentablef
" _subject matter. Strong dicta to the effect that szgnals are patentable subject matter (appears 0
- contradict in re de ( astelet) - :
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~ in re Schrader, 30 US.P.Q. 2d 1455 (Fed Cir 1994) Very like in re Grams. A method for.

determining an optimal c0mbmatlon of bids was unpatentable mathematics. -The only structure
recxted in the claim was entering data into a "record".

in reAIappat 33 F 3d 1526 31 U SP. Q. 2d 1545 (Fed Cir. 1994) (m banc) Where a hardware

" embodiment is. disclosed, broad means plus function claims readmg on software for smoothmg a curve.

_ foran osc;lloscope display recite patentable Sub_]ect matter.

-~ in re Warmerdam, 33 F. 3d 1354, 31 U:-S.P.Q. 2d 1754 (Fed. Cir. 1994) A data structure per se'is
not patentable sub_]ect matter. However a computer w:th a memory stonng such a data structure

~is patentable subject matter..

in re Lowry, 32 F. 3d 1579, 32 USP.Q. 2d 1400 (Fed. Cir. 1994) . Differences between the

organization of a stored data structure and the prior art must be considered when determining

. obviousness under 35 uUs. C 103. Data structures stored in a memory are not. analogous to prmted L

- matter

in e Trovato, 42 F. 3d 137633 U.S.P.Q. 2d 1194 (Fed. Cir. 1994) vacated and withdrawn .

- 'F.3d . -UsSPQ 2d . US App. Lexis 20022 (Fed. Cir. July 25, 1995 ) The

patent application described a data structure and a computer program which operated on the data.’
structure. There was no explicit disclosure of computer hardware, not even a block diagram of a-
computer. A three judge panel of the CAFC found that neither the data structure stored in 2 memory -

nor a method of path planning using such a data structure were patentable subject matter. On

~ rehearing banc, the panel's decision was vacated and the case was remanded to the Patent office for;-
i p

consnderatlon con51stent with the as yet unpubhshed exanunatlon gu:dehnes

- ex parte Dossel, (Appeal # 93-0094 Bd. Appls. 1995 unpublzshed opinion See Appendix'A) If the
- function of the structure (i.e. a bIack box) is descnbed .only in terms of mathematics. and there.are

.. means plus function claims, then the claims are indefinite under 35 U.S. C.§11292.¢

'._____..Qﬁ.mm.mi‘fﬁetz—-m?wﬁ ) GUIDELINES

_ A oomplete copy of the Proposed Exammatzon (mrdelmes far ¢ ampuier—]mplemenled‘ -
Inventions is contained in the Appendix B. The aspects Whrch I beheve are most relevant to the cases,.

: _noted above are:

%k A computer or other programmable apparatus whose acttons are cllrected by
S a computer program or other form of software is patentable as a machme "

. % A computer-readable memory that can be used to direct a computer to function in a particular
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manner is patentab]e as, an "amcle of manufacture Amc]es of manufacture encompassed by this .
definition consist of two elements: (1) a computer-readable storage medium. such as a memory

device, a compact disc or a floppy disk, and (2) the specific physical conﬁguratlon of the substrate
of the computer-readable storage medium that represents data (e.g., a computer program), where the

_storage medium so configured causes a computer to opérate in a specific and predefined manner The
- composite of the two elements is a storage medium with a particular physical structure and function
- (e g one that wxll :mpart the ﬁ.mctlonahty represented by the data onto a computer)

* a compllatlon or arrangement of data. mdependent of any. physrcal e]ement 1s not patentable

subject matter.

"% a known machme-readable storage medmm that is encoded wrth data representmg creatrve or.
 artistic expressron (eg. 2 work of music. art or literature) i is not patentable subject matter ‘

* A senes of spcctﬁc operatlonal steps 10 be performed on or with the atd of' a computer is patentable .
-asa process The spectﬁc words or symbols that constitute a, computer program represent. the .
__ expre5510n of the computer program and as such are a hterary creat:on A claim in this format should_
be rejected as bemg obvious over the known machme-readable storage ‘medium standmg alone.

* 2 "data structure independent of any phvsrcal element (ie.. not as 1mplemented on a physrcal"_.' '_

component of a computer such as a computer-readable memory to render that component capable_ .
of causmg a computer to operate ina partlcular manner):s not patentable subject matter. -

*a process that does nothing more than manipulate abStract ideas or concepts (e g a process - L

consrstmg solely of the steps one would follow in solvxng a mathematlcal problem is not patentable . =~ & -

" “subject matter. Claims in thxs form are mdrstmgulshable from abstract ideas, laws of nature and
- natural- phenomena - :

* If elements of a claimed invention are defined using "means plus function" language, but it is .

unclear what structure, materials or acts are intended to correspond to those elements, the claim will

- be rejected under §112, second paragraph.

- % Computer program-related elements of a computer-implemented invention may serve as the

specific structure, material or acts that correspond to an element of an invention defined using a
means plus function hmitation. For example, a series of operations performed by a computer under
the direction of a computer program may serve as "specific acts” that correspond to a means element.

Similarly, a computer-readable memory encoded with data representing a computer program that can

cause a computer to function in a particular fashion, or a component of a computer that has been
structure” corresponding to a means element.

* Claims must be defined using the English language. A computer programming language is not the

English language, despite the fact that English words may be used in that language. Thus. an applicant .. '
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may not use computer program code. in either source or object format to define the metes and
bounds of & claim. ‘A claim which attempts ) deﬁne elements of an lnventlon using computer'_"
program code rather than the functtonal steps wh;ch are to be performed w111 be re_;ected o

3_'---_ SOME OBSERVATIO

The recent cases have mtroduced a great deal of u uncertamty as to the ]evel of _
disclosure in software patent apphcattons which is necessary to satisfy 35 U.S.C. 112. At this time
the conservative draftsman will include a description of a preferred computer system (including,
for example mention of specral hardware features or components) for executing the software to
: ..av01d rejections of the type descnbed the' vacated Trovara de(:tsron If the soﬁware s embedded
 ina larger machme or system, it would be wise to describe the machme/system in the. patent -

" specification and at least in the preamble of some of the claims (per the Abele decision). Ifthe
invention is principally an algonthtmc process, be sure to explicitly mention in the specification -
~ that it will be performed m/on computer software ( to avoxd rejection per the Dossel decrsron)

' Many attorneys and commentators have characterized the Lowry and Wamerdam decns:on as .
~ ending ' prmted ‘matter” re}ectlons for computer software. It seems, however that these L
‘conclusions are premature. The Proposed Guidelines make clear that programs for controllmg a

- . computer or machine which are fixed in a memory or physical medium will be considered

\-patentable subject matter while hterary works (for example. the text ofa book or composmon of a
musical work) will not be patentable even 1f they are ﬁxed in physn:al formina ‘memory. The
guidelines leave 2 middle ground uncertain. For example. they do not ‘address the patentabthw of

~a data structure fixed on a disk. Wouid a novel data links between the text of a book and its index

be’ patentable 1f ﬁxed ina memory‘7 Would novel copy protectlon code be patentab]e ifi itis -

' :ncorporated into @ llterary work? Warmerdam and Lowry. strong!y suggest that these mventlons

- should be patentable but Patent Examiners appear to have been instructed at the exarmrung group

level that this is not patentable subject matter. We will have to wait for the cases to reachthe "

Federal Circuit for definitive answers.

122




i
|
1

_ APPENDIX A
THIS OPINION WAS NOT WR_I:I}EN FOR PURITCATION

The opinion in support of the decision being entered today
(1) was not written for publication in a law journal and
(2} is not binding precedent.of the Board. R

Paper No. 27

UNITED STATES PATENT AND TRADEMARK OFFICE

.BEFORE THE BOARD OF PATENT APPEALS : ' 5
AND INTLR:ERE’\ICES . MA"—ED

- MAY 25 1995
Ex parte OLAF H. COSSEL ‘
‘- - T PAT.AT.M. OFFICE
- and WALTER:H. KULLMANN - BOARD OF PATENT APPEALS

AND INTERFERENCED

o Appeal No. 93-0094
Appllcatlon 07/543 600‘_

Before McCANDLISH, PENDEGRASS, and ABRAMSl_Administrative gatént
'Judges. o : o

MCCANDLISH, Agmln;st;at;Je Patan qg ige.
. ON_REOQUEST FOR RECONSTDERATION

- Appellantc-havc requested-reccnsideration andg, ,in substande,

reversal of certaln new grourds cf rejectlon made pursuant to

~37 CFR § 1 96(b) 1n_pa;ﬁdec;51pn datengapuary 114;;995a

- ! Application for patent filed June 25, 1890.
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'-fspec1f1catlon as’ flleu does - not dlsclcse that such a properly

In that decision we revereed'the excﬁiﬁef;s rejeCtion)cf claims 5
and 7 through ¢ under 35 U.S,C.'g 102({b), reversed the examiner‘s
rejection of claim 6 under 35 U.S.C. § 103, reversed the |

| examiner’s rejection of claims 8 and 9 under 35 U.S.C. § 101,
affirmed the examiner’s rejection of claim 5 under 35 u.S.C.

- § 101, endféaded ﬁéﬁcgfoﬁhds'of fejeCtion'eQaineﬁﬁthe eppea;ed

claims pursuant te 37 CFR §. 1. 196 (b) . Specifically, the new
.-grounds of rejectlcn anOlVE a re;ectlon of clalms 5 through 9.

-under 35 U s.c. § 112, q 2, and a rnjectlon of claim 7 under.

35 U. S C § 1c1. In thelr request fcr reconszderatlcn,
hc“appellants have taken 1ssue w1th our new ground of rejection of
"cnly cla;ms 8 and 9 and not..our new grounds »f rejection
pertaining to claims 5 through 7o
“On page 2 of the1r reguest fcr‘reccn51deratlon, appellants.'

largue that because the reccnstructlcﬂ unit ‘11 "mathematicelly

adetermlnes a dlstrlbutlon of surface currents on SpElelEd
_surfaces“ the functlon of unlt 11 may be performed by a: properly_;_-

 programmed computer. Apne’lants concede, however; that the;r

"prcgrammeducomputer=may~be emplcyed-for~perform1nguthe functlcns

. of the reconstructlon unlt 11., They nevertheless argue that

'n_thcse of ordlnary sk*ll in the medical- 1nag1ng art "would be’

qulte AWAYe of_thls given the extensive ccnvant;onalmusq,of
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‘programmed computere in all sopnlstlcated medical lmaglng
"equlpment..." (request for recensideration, page 2) As a

'"result appellants contend that the lack” 9f dlsclosure of

SPGCIflc structure for the reconstructlon unlt "15 not fatal

‘under the enablenent‘[r qulrement] of 35 U.S.C. § 112 1.,

”(request for con51deratlon, page 2)

Appellants’ argument regardlng compllance w1th the

fenablement requlrenent in the Ilrst paragraph of § 112 15'

mlsplaced. The Lssae here is not whetrer appellants'

ﬁspeclflcatlon is enabllng. Rather, the 1ssue here is whether

' appellants spec1f1catlon dlscloses any spec1f1c structure or

hardware that may be regarded as bewng “correspcndlng structure"

'junder 35 U. S C. § 112 q 5. Compllance with the sixth’ paragraph
- QF - S 113 requlres the dlsclosure of a ccrresuondlng structure in

the spec1f1catlon. In Ia re Trovato, 42 F Bd 1376, _382

33 USPQ2d 1194 1199 {Fed c:u.- -'994), tne ‘court focussed on the

issue of what structure was dlsc.osed in the Trevato spec;flca—

'-tlon. There, the court determ;ned that the only dlsclosed ‘means

was software 1ﬂstruc*'z.ons Nthh the court dld not regard as

‘_structure as requlred undet § 112, q 6.' rr'hus, accordlng to 1ts'

review of the Trovato specification, the court obeerved that it

..8i8 not disclose a DACHING OF BNY. SOTE e i i oo oo
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In the present case, appellant= even falled to dzsclose any
software lnstructlons or flow charts, let alone SPEC-flC hardware
- such as that found.‘n D re Alaggat 33 F. 2d 1526 21 USPde 1545
(Fed cxr. 194=)(en banc} ) Accord;ngly, appe_lants'.spec1flca-
E tlon does not conport wlthlthe szxth paragraph of § 112 1n that
 1t laoks a dlsclosure of the correspondlng structure requlred to
make a determlnatlon of cculvalents and hence a. determ;natlon of
the ecope of tse means prus Funﬂt on 1;m1tatlons ln the apeealed
'clalms wzth regard to the reconstructlon unlt 11. . o |
) Furthermore, appel ants"argument that the.funct1ons of the.
reconstructron unlt may be carried out by a properly programmed
_hﬂomputer is not supported by any evrdence 1n the record before
_ue,j In thls regerd ,1t *s well settled that arguments of counsel
_may m not take the prace cf evxdence.‘ See ;g : Q Elauwe,:736.
._F_.Zd 699 222 USPQ 191 fFed Clr 1984)

o Aocordlngly, appellants' request :or reconslderatlon has i
“been granted to the extent that we have rev;ewed our prlor .
-t!decrs;on w1th respect ro the new ground of reyectlon of cla;ms 8
rand 9 under the second oaragraph or § 112.” It 15, however

denled 1nsofar as 1t =eeks any chanae in that dECLSlcn
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No time peried fcr takl g any subsequent action in

connectlon with thls appeal may - be extended under 37 CFR

§ 1.136(a).

DENIED

- - Administrative Patent Judge

o ".. o

. VERLIN R. PBNDEG SS

Administrative Patent Judge

T E. ABRAMS
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.SUMMARY The Patent and 'I‘rademark Oﬁice (PTO) requests comments from any mterested member of the publicon
- proposed internal guidelines to be used by Office personnel in their review of patent apphcauons on '

APPENDIX B

FEDERAL REGISTER
Vol. 60, No. 106
Notices

DEPARTMENT OF COMMERCE (DOC)
. Patent and Trademark Office (PTO).. .. .~

[Docket No. 9505 31 44-5144-01]

Request for Comments on Proposed Examination Guidelines for Computer-lmplemented
- Inventions :

e T

- DATE: Friday, June 2, 1995

a N ACTI_ON: Notice and re_quest for public eommems__-‘_. e

computer-implemented inventions. Because these guidelines govem mtemal practlces they are exempt from notice and
comment rulemakmg under 5U.S. C 553(b)(A) : L

k DATES: Written comments on the proposed guldelmES will be aocepted by the PTO unul Ju]y 31, 1995.

ADDRESSES; Written commnents should be addressed to the Commissioner of Patents and Trademarks, marked to the

- attention of Jeff Kushan. Comments submitted by mail should be sent to Commissioner of Patents and Trademarks, Box

4, Patent and Trademark Office, Washington, DC 2023]. Comments may also be submirtted by telefax at (703)
305-8885 and by electronic mail r.hrough the Internet to comments-soﬁwareOuspto gov. Wntten comments should

' 'mclude the following information:

' .-name and affiliation of the individual respondmg

-ap indication of whether comments oﬂ"ered Tepresent views of the respondent‘s organization or are the respondent s

" -Macintosh or MS-DOS- based: computer

; 5‘

o personal views;, and .

-if apphcable information on the respondent S orgamzauon. including the type of orgamanon (e g bu.smess trade

. group, urgversity, non-proﬁt organizatjon) and general areas of 1 mterest _

. Pames presenting written comments who msh to have their comments included in a publrcly accessible electronic

database of comments must provide their comments in machine-readable format. Such submissions may be provided in

- the form of an electroni¢ mail message sent through the Intemet, orona 3 5 " ﬂoppy dJsk formatted for use m eithera .

~ Machine-readable submissions must be provided as unformatted text (e.g., ASCII or plain téxt).

All written comments, whether submitted on paper or in machine-readable form, will be available for public
inspection no later than August 18, 1995, in Room 902 of Crystal Park Two, 2121 Crystal Drive, Arlington, Virginia. in
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" by the computer [I] isa statutory art:cle of manufacture

addition, comments provided in machine-readable format will be available no Jater than August 18, 1995, through B
anonymous file transfer protocol (ﬁp) via the Internet (address comments. uspto gov) and through the World Wide Web
(address: www.uspto. gov) _ ‘

FOR FURTHER INFORMATION CONTACT Jeff Kushan by telephone at (703) 305-9300, by fax at (703) 305-8885, . .
by electronic mail at kushan@uspto_gov, or by mail marked to his attention ‘addréssed to the Commissioner of Patents
and Trademarks, Box 4, Washington, DC 20231.

 SUPPLEMENTARY INFORMATION

1 Guidelines for Examination of Computer Implemented Inventions

A. General Conmderanous

The followmg guldelmes have been deveIoped to assist Oﬁ' ice personnel in their review of applications drawn to

computer-implemented inventions. These guidelines respond to recent changes in the law that governs the patentability =

of computer-implemented inventions, and set forth the official policy of the Office regardmg mventxons in this field of
technology.

It is essential that patent applicants obtain a prompt yet comp]ete éxamination of their applications.. The Oﬂice can.
best achieve this goal by raising any issue that may affect patentability in the initial action on the merits. Under the
principles of compact prosecution, each claim should be reviewed for compliance with every statutory requirement of -
patentability in the initial review of the application, even if one or more claims is found to be deficient with respect to
one statutory requirement. Deficiencies should be explained clearly particularly when they serve as a basis of a
rejection. Where possible; examiners should indicate how rejections may be overcome and problems resolved. A fallure U

- 1o follow th.ts approach can lead 1o mmecessary delavs in-the prosecution of the appheauon

B. Procedures To Be Followed When Evaluating Computer-lmp]emented Inventions ' .
The followmng procedures should be used when rewewu-tg apphcauons drawn to computer-unplemented mventlons

L. Determme what tbe apphcant has mvented by rev1ewzng the wntten descnption and the clanns

' (a) Idennfy any spectﬂc embodnnents of the mvention that have been chsclosed, rev:ew the detalled descrxptton of the. '. .

mnvention and note the specxﬁc utllxty that has been asseﬂed for the mvennon ﬁ

£)] Ana]yze each claim carefully, correlatmg each claiin element to the relevant portioh of the wntten desmphon that

~ describes that element. Give claim elements their broadest reasonabie interpretation that is consistent with the written

description. If elements of a claimed invention are defined in means plus function format, review the written description
to identify the specific structure, materjals or acts that correspond to each such eiement '
.. © Considering each claim as a whole; classify the invention defined by each claim as toits stamtory category (: €.

: process, machine, manufacture or composmon of matter) Rely on the fol]owmg presmnpt:ons in makmg this .

classification.

(1) A computer or.other programmable apparatus whose actions are d:rected by a computer program or other formof .

"software” is a statutory "machine.”
(ii) A computer-readable memory that can be used to direct a computer to ﬁ.mctron na part:clﬂar manner when used

(m) A senes of spectf c operatlonal steps to be performed on or W1th the ard of a computer isa statutory process

A claim that clearly deﬁnes a computer-implemented process but is not cast as an element ofa computer-readable
memory or as implemented on 2 computer should be classified as a statutory "process.” [2] If an applicant responds to an -

_acuon of the Office based on th:s classification by assertmg that sub_]ect matter cla:med in this fcrmat isa machme or an
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o CbHHputer program code; i dithier source of object format, to define the metes and bounds of a clam. A clam which

article of manufacture, reject the claim under 35 1.S.C. 112, second paragraph, for failing to recite at least one physical
- element in the claims that wonid otherwise place the invention in.either of these two "product” categories. The Examiner
should also object to the specification under 37 C.F.R. 1.71(b) if such an assertion is made, as the complete invention -
contemplated by the applicant has not been cast precisely as being an invention within one of the statutory categories.
A clazm th:'_it defines an _inven'ﬁon as any of ﬁxc_following subject mattcr_shculd be cléssiﬁcd as noc-statutoij, C

-a compilation or arrangement of data, independent of any physical element,

-a known machine-readable storage medium that is encoded with data representing creative or artistic expression (e. g a:

- work of music, art or hiterature} {3), [4]:

-a "data structure” independent of any physical element (i. c -not as im;.)]em"cnted ona physiccl ccmponeht of a computer

such as a computer-readable memory to render that component capable of causing a compuier to operate ina pammﬂar
manmer), or - : :

-a process that does nothmg more than mampulatc abstract ideas or ccnocpts (eg., a process consxstmg solely of the:
. steps one would follow in solving a matheématical problem [5]). :

Claims in this form are indistinguishable from abstract ideas, laws of nature and natural phencmena and may not be

i o paicmed Non-stamtory clauns should be handch in the manner described in section (2)(c) bclow

2. Analyze each cIa:m to detenmne 1f it ccmphes with §1 12, second paragraph and wn.h §l 12 ﬁrst paragraph

(a) Determire if the claimis pm-ucularly pmm out and dlsunctly claim t.he mvcnnon To do th:s compare the mventxon o

as claimed to the invention as it has been described in the specification. Pay particular attention to the spcc1ﬁc utility
contemplated for the invention-features or elements of the invention that are necessary to provide the specific utility

_ contemplated for that invention must be reflected in the claims. If the clatms fail to accurately define the invention, they -~ -

should be rejected under §112, second paragraph A failure to limit the claim to reflect features of the invention that are
necessary to impart the specific utility contemplated may also create a deﬁclency under §1 12 first paragmph

If elements of a claimed i mventlon are deﬁned using "means p]us ﬁmcuon languagc but i rt is unc!car what strucmre
materials or acts are intended to correspond to those elements, reject the claim under §112, second paragraph. A~

rejection imposed on this basis shifts the burden to the applicant to describe the specific structure, material or acts that " .

‘correspond to the means element in question, and to identify the precise location in the specification where a description
of that means element can be found. Interpretation of means elements for §112, second paragraph purposes mustbe- "
;conmslcnt w1th mterpretatlon of such elements for §§ 102 and 103 purposes. S E S

' Computer program-related elements of a computcr-unplemented [6] mvcnuoﬁ t;xay serve as the .speciﬁc. cu*ucwc,
. material or acts that correspond to an elemenit of an invention defined using a means plus fimction limitation. For

. example, a series of operations performed bya computer under the direction of a computer program may serve as.

"specific acts" that correspond to a means element. Similarly, a computer-readable memory encoded with data

- representing a computer program that can cause 2 computer to fimetion in a particular fashion, or 2 component of a

* computer that has been reconfigured with a computer program to operate in a particular. fashzon, can serve as the: . o
"specific structure” corresponding to a means element. S

Claims miist be defined using the Enghsh language See 37 C F. R l 52(a) A computer programmmg language isnot - :

‘the English language, despnc the fact that Enghsh words may be used in that language. Thus, an applicant may not use '

attempts to define eiements of an invention using computer program code, rather than the functional steps which are to
. be performed, shou]d be rejected under §112, sccond paragraph, and should be cb}ected to under 37 C.F.R: ] 52(a)

® Consmxe thc scope of the c]a:mcd mvenuon to determme lf itis adcquately supponcd by an enablmg dxsclosu.re
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Construe any element defined in iéans plus function language to encompass all reasonable equivalents of the specific |
structure, material or acts disclosed in the specification corresponding to that means element. Special care should be
taken to ensure that each claim complies with the written description and enablement requirements of 35 U.8. C. §112.

€ A claim as.a whole that defines non-statutory subject matter is deficient under §101, and under §112, second”

paragraph. Deter:m.mng the scope of a claim as-a whole requires a clear understanding of what :.he apphcant regards as ' :

the invention. The review performed in'step 1 shonld be tsed to gain this understanding

() If the invention as disclosed in the written description is statutory, but the claimns define subject matter that is not,
the deficiency can be corrected by an appropriate claim amendment. Therefore, reject the claims under §§ 101 and 112,
second paragraph, but identify the features of the invention that, if recited in the claim, would render the claimed subject
matter statutory. .

.- (1) If the invention, both as disclosed and as claimed, is not statdtory subject matter, reject the claims under § 101 for
being drawn to non-statutory subject matter, and under § 112, second paragraph, for failing to particularly point out and
- distinetly claim an invention entitled to protection under U.S. patent law.

An invention is not statutory if it falls within any of the non-statutory claim categories outlined in section {1)(c) above.
~ Also, in rare situations, a claim classified as a statutory machine or article of manufacture may define non-statutory

" subject matter. Non-statutory subject matter (i.e., abstract ideas, laws of nature and natural phenomena) does not become
" statutory merely through a different form of claim presentation. Such a claim will (a) define the "invention” not through
characteristics of the machine or article of manufacture claimed but exclusively in tenms of a non-statutory process that is
_ 1o be performed on or using that machine or article of manufacture, and (b) encompass any product in the stated class
(e.g.. computer, computer-readable memory) configured in any manner to perform that process.

3. Determine if the claimed invention is novel and nonobvious under §§ 102 and 103. When evaluating claims defined
* using "means plus function” language, refer 1o the specific guidance provided in the in re Donaldson guidelines {1162
OG 59] and section (3)(a) above, .

C. Notes on the Gu)delmes

[1} Amcles of manufacture encompassed by tlus deﬁmtlon consist of two elements: ( 1) a computer-readable storage
medium, such as 2 memory device, a compact disc or a floppy disk, and (2) the specific physical configuration of the
substrate of the computer-readable storage medium that represents data (e.g., & computer program), where the storage
medium so configured causes a computer to operate in a specific and predefined manner. The composite of the two
elements is a storage medium with a particular physical structure and function {e.g., one that will impart the functionality
represented by the data onto a computer).

" {2] For example, a claim that is cast as "a computer progam"_but which then recites specific steps to be implemented
on or using a computer should be classified as a "process.” A claim to simply a "computer program" that does not define
the invention in terms of specific steps to be performed on or usmg a computer should not be classified as 2 stamutory

~ process.

[3] The specific words or symbols that constitute a computer program represent the expression of the computer
program and as such are a literary creation.

| 4]-A-claim in this format should also.be rejected under §103 -as-being-obvious over the known machine-readable -

: .storage medium standing 2lone.

[5] A claim to a method consisting solely of the steps necessary to copverting one set of numbers to another set of
‘numbers without reciting any computer-implemented steps would be a non-statutory claim under this definition.
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directed by the software.

[6] This includes the software and any assoc:ated computer hardware that is necessary to p erform the functions
1. Addmona_] hf:m__ailon e o _ |

An analysis of the law supporting the examination guidelines for computer-implemented inventions is being prepared..

. Interested members of the public are invited to comment on this legal analysis. Copies of the legal analysis.can be -
obtained from Jeff Kushan on or after June 23,1993, who can be reached using the information mdlcaled above.

Dated: May 30,1995, .. .. .

.. Assistant Secreta:y.of Commerce and Commissioner of Patents and Trademarks.
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(7) Abstract: ' ‘ i
‘The concern over reglstrabnlrty of a trademark wluch consxsts purely and

. simply of a color, long disputed among the Courts of Appeals, has been recently

addressed by the U.S. Supreme Court in its Qualitex Co. v. Jacobson Products Co.,

past have precluded a color trademark from being entitled to registration and

B enforcement, are no longer applicable. Color per se is to be subjected to the same

but ne stricter legal requirements for registration than any other word, name,

explore the decisions by Courts of Appeals leading to the Qualitex decision, the
decision itself and proposed guidelines in view of this decision for increasing the
likelihood of obtaining and enforcing the use of color alone as a trademark.
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1. 'Introduction
The Supreme Court (hereinafter referred to as the "Court ) in lts Qualltex Co.
“"v. Jacobson Products Co Inc decxsron has settled the inconsistent posmons taken by

“the C_rcurt Courts regardlng the registration of color per se (color alone) The Court in

= ruling that the Lanham Act? perrmts the reglstratlon of wlor a]one has both embraced and
 ratified the policy of the U.S. Patent and Trademark Ofﬁce whlch permlts reglstratlon .
s of color as a trademark. . | o |
"“The Court’s decision, howei_rer, merely puts an end to the dlfferent approaches
- among t'helov&er federal oourts_re_garding 'thel_ right of reglstratlon of oolor per.se nnde;.
= ‘the Lanham Act. Registering much Iés"s- maintaining Fights 1n 2 'gade'maﬂ; \;fhich
" consists purely and sxmpiy of a coIor remains a difficult proposmon Color marks are
‘ 'rarely mherently - distinctive and typlcally requ1re substannal mvestment in thelr
: _promouon to. acqulre secondary meanmg More 1mportantly, the color trademark often
7+ serves a competmve need and therefore IS not reglstrable | R
" This paper wﬂl brleﬂy review. by way of background the controversy‘ over the
| -'-.-reglstration of color per se among the CerUIt Courts precedmg the Qaalztex decwlon _
followed by a dlscusswn of the Qualltex demsxon ltself and conclude thh proposed

= guldehnes for i 1ncreasmg the llkehhood of obtarnmg and mamtalmng a trademark based

" on color alone in view of the Qualztex decmon

: II Backgr_'ound

Until the fnid- 1980’s ‘a smgle color apphed to an ent1re artlcle could not serve |

""" as a trademark The bar to reglstratlon of color per se had been supported among the___ B
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Circuit Courts primarily based on the problems associated with color depletion and/or
shade confusion 'Ihe problem arising from color depletion assumes 2 limited number
: .of oolors bemg avarlable for use as a trademark resultmg in an anttcompetltwe monopoly
o Vof :ndrvrdual oolors (mcludmg all shades of the 1nd1vrdual color) toa llmrted number of
oompetltors Shade confus10n concerns the uncertamty and unresolvable court disputes
.E about the shades of a color a competrtor may lawfully use

The Court of Appeals for the Federal Circuit in its In re Owens-Conung Fiberglas

. Corp 6 decxsnon was the ﬁrst Cu'cutt Court to break away from thls general policy among | |

- the Cu'cult Courts of denymg tradernark reglstratlon toa smgle color applred to an entire

- .:artlcle jhe Owens-Commg decrston held that the color pmk for fi berglass msulatlon
B .was enntled to registrauon under the l.anham Act. The Federal ClIC!Jlt found nothing

| in the I_anham Act whrch ba.rred reglstratzon of color marks and agreed that the. color
.'“g--pmk for ﬁberglass msulanon had acqulred secondary meamng As pointed out by the:
“:.Federal C1rcu1t pmk has no unhtarlan purpose does not deprlve competitors of any

- 'reasonable rrght or competmve need and is not barred from regtsu-ataon on the basis of
“ funcnonalxty "’_ In other words, the color pink met all of the lega] requlrements_
4:_4.:.'.ordmar1}y apphed in deterrnmmg the reglstrabrlrty of a mark o

e Demsrons by the CIICUlt Courts smoe Owens-Conung have been inconsistent with |

'zf‘_respect to the reglstratxon of color per se. Aslde from the Federal Circuit, the Eighth

: Cl!'CUlt also has held color per se to be protectable The Seventh and Nmth Circuits,

_however have been unwrllmg to cnforce trademarks based on -color alone.’

: Consequently, no great degree of oomfort could be placed on Tegistration of a smgle _
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color trademark in view of the split among the Circuit Courts regarding the enforceability

_ of color per se as a.trademark. - The dispute among the Circuit Courts regarding

registrability and protectability of color per se under the Lanham Act now has been

__resolved by the Court-in favor of the policy adopted“by'the'-Federa] Circait an&tEighﬂ)
_Circuit, that is, in recognizing that a mark based on color alone can be registrable under
.. . the Lapham Act.. . . |

o :_;,ﬁ:,._II__I_,_.---.'I‘heL'.leitex Decision

CAL D:su'lct Court: -

- Qualitex and Jacobson are both manufacturers of green-gold colored press pads
for use on dry clearung presses. Quahtex began the manufacture and sale of its green-
gold colored press pads in about 1960, approximately 30 years earlier than Jacobson.™

.- Qualitex sued Jacobson in 1990 for :infrihgemenf--of Quajitex-’s”ttade:'dress and for

(59 USC.§ 1125(a)). Subsequent o the filing of this lawsuit, Qualitex fled for and

- obtained registration of its .gr_ee_n-go_ld color. The complaint in the lawsnit wasf amended

| trademark in violation .of section 3-2’(i-)..of the Lanham ‘Act (15) U.S.C. § ‘111‘4'(1))'.:12

i passmg off is goods as those of Qualltex in vzoiauon of Sectlon 43(a) of the ].anham Act

. 1o include a claim for infringemerit by. Jacobson under Qualitex’s federally registered

_The District Court held that Jacobson infringed Qualitex’s registered trademark -

. in the green-gold color and that Jacobson had failed to meet its-burden in proving that

_the lrademark was vahd Jaeobson was also held to. have. engaged in.unfair. competltlon

- .. by.copying. Quahtex 5 trade dress under SBCthH 43(a) of the Lanham Act."
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...B. Ninth Circuit
_The. Ninth Circuit affirmed -the District Court’s “holding that' Jacobson had

. infringed Qualitex’s trade dress in violation of Section 43(a) of the Lanham Act. In

- iew of having found Jacobson in violation of Section 43(a) fot-trade dress infringement,

E the claim of .passi,qngff,.was:-'rlot addressed - the remedy for violation of Secﬁorr'43_(a)
- ‘being the same regardless of the theory involved. The Ninth Circuit, however, reversed

. the District Court’s decision regarding trademark infringement.™ . ‘In‘holding that color

alone cannot form the basis for a trademark the Ninth Circuit relied on the problems

:assoclated w1th shade confuswn and color depletron
7 C Supreme Court
L (i). Color. per-se Can Qualify As A-Trademark -~ = = ~*" =

. The Court found no-special reason to apply other- than ordinary legal trademark

requlrements in derermmmg the regrstrabrlrty of a trademark’ whlch consrsts purely and_ _

e s_lmp_l__yﬁ-of a color. - “Both the language of the: [Lanham] Act and the ba51c underlymg

_ "prmcrples of trademark law.. . ..include color [ per se] within the- universe of thmgs that

... can quallfy asa trademark 15, The ‘trademark: umverse as defined under the Lanharn Act T
: mcludes “any word name,: symbol or devrce or any oombmatlon thereot" 16" Co]or B

‘. __per Se can be vzewed asa symbol"‘r and therefore lzterally falIs Wlthlll the language of the_ b o

. I.anham Act as subject matter. which can. quahfy as a‘trademark.” Color per se aiso can

_serve_the basic_ underlying. principles. of wademark law, that is, “to identify and ...

distinguish his or her. goods, including a:uniQue‘pro‘cluct,"'ﬁ'omi'ﬂ]olsé'f'méntfaotured"or sold
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. by others and to indicate the source of goods, even if that source is unknown.”* That

is, color per se can be distinctive.
... (1} Registrability - .-
(a) Color per se Can Be Distinctive -

For a color mark to be distinctive it must be ‘-fan'cifuilérbiu‘éry', sﬁéééstive or have

. acquired secondary meaning. “[A] product’s 'c‘olor'[,f'ﬁ'c'pwe"vé‘r,:]"is‘ unlike “fanciful,’
.. ‘arbitrary,” or ‘suggestive’. words or designs, which almost automatically tell :é.cu.stomer |
5 thaxthey refer to a brand . .. [but, :qver"time'Custdméré:in"éy’ come t'o_'n'e'at ﬁ.'par't}icular
. color on a product or its packaging . . . as signifying .a'bfzind.”‘(éhiphas'is'"'in '6r:i"gina])‘9 -

..--Once a particular-color on a product or 'jits'j-paickagirig comes to signify a brand the color

has then "come to identify and distinguish the goods - i.e.’to indicate’ their source —

. much in the way that descriptive words on a product . . . can come to indicate a
.. -.product’s.origin, " . Color per fS,e.Similar;to_a‘Heséfiljﬁvé"'\irbrd therefore 3geherally needs

 to attain secondary meaning in-order to establish its distinctiveness.

: . ==~ (b) Functionality Doctrine

“The functionality doctrine . . . protects competitors against a disadvantage

| (unrelated to recognition or reputation) that trademark protection rr‘iight 6thérWise impose,
‘namely . . . [the competitors’] inability reasonably to ”repiicéte important ndn-repﬁtation—

.. related product features”.* - Color, however, ‘can bé associated with ‘Brllyq'ﬂ]e"recognition

.- OF-T€PUtation-of- a-product:~~"[FIhis-latter “fact +the fact that sometimés color is not

. essential to-a product’s use or purpose and does notaffectcostor qualxty- zndicates that _

~
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a mark."” In other words, color alone can come-to indicate the source of the goods
without having a utilitarian function (i.e. without being needed in the operation of the
goods) or an aesthetic function (i.e. without being aesthetically required by the
. consumer).z"'_ | |

_ (ili) Shade Confusion-and Color Depletion -

' _The problemsassocmted with shadeconfusmn and:color deﬁl’e’tiott rehed upon by

the Seventh and Ninth Circuits for denying protection to color marks were also dismissed

o ‘by -the Court ‘In rejecting.. the.problems arising_fﬁom-'shade"mnﬂjsioﬁ;' ‘the Court

= . reasoned that color is no more spec1a1 than other sub_;ect matter sultable for trademark

- 7_3_protectlon “Court 5. uadmonally decxde -quite difficuit questlons about whether two

‘words or phrases or symbols are sufficiently similar, in context, to ‘confuse buyers. . .

| Legal standards exist to guide courts in making. such comparisons."* ‘In'rejecting the

- color depletion/color scarcity problem,. the: Court reasoned that “[w]hen a color serves '.

'.as._‘a ‘mark, aotmally;altematiye colors. will likely bo: -available for  similar use by
others”.* Furthermore, the functionality doctrine.is always available to protect against

anti:-oompgtit_ivahoo_nootjns' ._-tl__tat.._might;arise where al_teraative- colors at_e -..s'carce..26

:(iv) Sutnmary.. | | | ) . |

| The Court s dems:on can be summarlzed as. follow

‘ 1 A n'ademark based on a single oolor can be: regtsttable under-the Lanham Act. -

2 The problﬂm arising from. shade confusion-is-no: Ionger»a “bar- to regtstratlon of

- _' a color tmdemark The same requuements as. are apphed to other types of marks should
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- be used in determining ‘whether different shades of a color trademark are confusingly

similar.

- . 3. The color deplet;on/color scarcrty problem falls under the test for

: r—funcnonahty ‘When cornpeuuon will be hzndered the color in questlon is functzonal and

8 _. therefore ‘not registrabie.

4. A trademark based on a single color is to be accorded the same right to

 protection under-the Lanham Act as any other trademark. i

IV Gmdelmes For Increasing Lﬂcehhood of Obtammg And Mamtammg Enforceable

Trademark Rlszhts In Color per S€ ..

1. Color marks as noted by the Court in Qualttex are usually not inherently

"lj-.dlstlnctlve Ilke some fancrful arbnrary or suggesnve words or desrgns Accordmgly, in
| '.seektng to obtam trademark I’lghTS in color per se the color. mark should -be promoted
.ﬁas an 1dent1ﬁer of the product untrl the mark has acqulred secondar_y meamng._ That is,
| "-----smﬂar ta descrrpuve word or sysrnbol color per se ‘must attain secondary meaming i

the rnlnds of the consumer

2 Achlevzng secondary rneanmg generally requrres a substannal investment in

.. 'advertrsmg and can take many years. In Owens-Corning, consumer advertrsmg for.the
color pmk cost approxrmately $42M An aggresswe -advertising campaign should be
coordmated wrth use of the chosen color on as much ~of the product and:product

"'packagmgaspossrble | L e e

o ‘minimize and hopefully avoid the mark hindering competition. Where a color or
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- partxcular shade of a color ona product or its-packaging serves a competitive need, the

color mark is functional and therefore not registrable.

4 Where the color of the trademark can be consndered important to a consumetr,

: there 1s a competrtlve need (1 €. utrhtarran purpose) for the- color ‘Examples: of where
) 'a smgle color trademark can be v1ewed as fulfi llmg a competitive: need and-is therefore

not reglstrable asa trademark mclude

a. Colors identifying the [presence, of an ingredient.- See, ‘e.g., Nar-Am

_ C?zemzcalv O M Scotr 4 U S. P Q 2d 1316 (E D. Pa 1987) (fertxllzer s-blue color_ c

: mdtcatmg the presence of mtrogen)

bl Color makrng an object appear desrrably drfferent See, eg .

&t Brunsmck Corp V. Bntzsh Seagull Ltd 35 F 3d 152‘7 (Fed Crr 1984), cert demed
1995 U. 'S. LEXIS 2432 (1995) (all black color of outboard motors made motors appear

g smaller than when painted w1th lrghter or brrghter colors)

“¢:* Color being cornpatlble wrth a wrde varlety of colors typlcally used

- with the product. See, e. g Brunswick, (all black color of outboard motors consldered
more des1rable by prospectlve purchasers because of color compatlblhty wrth a w1de

2 vanety -of boat colors)

~d. “Color bemg aesthetzca]ly functlonal See e g Deere & Co V.

Famthand b, 560 F. Supp. 85 (so Towa 1982), (;ﬁ‘"d 71 F2d253 (sm c:: 1983)

(customers wanting matching green colored farm equipment). . l __
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e. Color being associated by consumers with a kind of product. See,
e.g., Inwood Laboratories, Inc., 456 U.S. 844 (1982) (competitors free to copy color of

a medical pill where color identifies kind of medication).

-3, ‘Obtaining trademark protection in a'single_'oolor/shade of color_is'signi_ﬁcantly R
~ improved where the market is small and there is no apparent need to use-color on or in

_connection with the product.

6. Color should be chosen which avoids affecting the cost or quality of the
product. See, e.g., Inwood Laboratories, Inc.

7. Depending on the nature of the product and the market for the product, it may

. be difficult to prevent the mark from beoommg useful or aesthetlcally desrrable and hence _

functlonal The color mark should therefore be chosen that is as arbm'ary as p0351b1e

' __that 1s where the color wouid not norma]ly be assocmted w:th the product

V Conclusmn

' The Qualitex'decision by the Court has made it easier to protect a_n'd. enforce color

marks under the Lanham Act. Registration of a color mark is not subject to special

rules. The same_requiremcms of distinctiveness and non-functionality as arerarpplied to
~other marks are to be used in determining the registrability of a color mark.
_- * Nevertheless, it will continue to be difficult to obtain and maintain rights in a trademark

_ based on color alone because of the relatively wide latitude pormiﬁed' by thc Court in

m_érk.

WHABK\PIPA.2
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. Footnotes: -

1. 115 S.Ct. 1300 (1995).
2. The 1311113111 Act is the Federal Trademark Act of 1946 and is codlﬁed at 15 U. S C.

- 8§ 1051 - 1127.

. See PTO Trademark Manual (TMEP) §1202 04 (e)
115 S.Ct. at 130506,

115 S.Crat 1305,

774 F.2d 1116 (Fed Cir. 1985)

~.~49\9va

1. at. 1122.

" .8. Master Dl.smburors Inc.v. Pako Corp., 986 F Zd 219,221 (8th Cu' 1993) (declmmg
o to estabhsh a per se prohlbmon agamst protectmg color a]one as. a trademark) :

9. NuraSiweet Co. v. Stadt Corp., 917 F.2d 1024, 1027 (7t Cir. 1990), cerr. denied,

499 1.S. 983 (holdlng that the single color blue for the 'NutraSweet “Equal” package

should not be accorded trade dress protection) and Qualitex Co. v. Jacobson Products.
- Co., Inc., 13 F.3d 1297, 1302 (9th Cir. 1994) {concluding. that the better rule rejects the

reglstrablhty of a trademark based on oolor alone) I
10115 S.Ct. A e e re e B el He e RN
CALH
4.

15 Hd. at 1302,

ls. _15 U. s c. §1127 o

17, 115S.Crat1304.
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wWhat laws protect trademarks a.nd wha!: taking action are

" possible in tha a.dvent o.f infringement within Japan sha.ll ‘be

set .forth.
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of how persen in charge ‘of 'TM within Japan prevent: and

resolve infringements from an analysis of a quastionnaire

_Heeting. R o

which was carried out on’ member companies of the PIPA Japan
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T, Foreword -
Studies are proceeding in every fiold starting with patents,

in many organizetrons such as GATT, WIFO, OECD, etc. and in

' many regional organizations for the internationel harmonization

of Intellectual Property (IP) _protection However, given a
background'of ‘national interests, it is a fact  that many
problems aooompany real harmonization. ‘ -

. Thie group researched how the bueiness people respons;ble in
enterprises in Japan deal with trademark infringement actions

which they are faced with every day. This group also aims

toward mntuol understending -by throwing into relief. Japanese

" responses and business eenee to. deepen overseas enterprises'
_ understanding of Japan . : _

Hereunder, ‘we will hroedly explein the relevant laws and
regulations conoerning‘ prevention/oountermeasures -against

.infringements.‘ The qQuestionnaire results will also be analyzed.

The questionnaire is a collection of replies from 71. member
companies of the PIRA Japan Committee. Co

~IT. Current State of Trademark Protection in' Jepon

Hereunder. we will explain the outline of the principal laws
relating to tredemark protection and clarify the current  state
of protection of tredemerks in Japan._ - ' s

1. Protection by Trademark Law

Y Subjects of proteotion
The Trademark Law was established w:th the objective
of’ reelizing protection of the delivery of products and
‘the profits of users._ Specificelly, "Trademark” means
'_:charecters, figures or 5igns or. any combination therecf,
dor any combination thereof with colors, which 'are ugsed
Tin respect of goods or services in the course of trade
(Article 2). In’ other words it is . understood that

'”trademnrks {B-D ™) le.g. conteiners themselves), colers
‘only, sounds, light, smella, etc. are .not.:subject to

protection. However, an amendment is scheduled for
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1957, and is intended to include 3-D TM among the
subjects of protection
(b} Methods of protectzon

The Trademark Law regulates the registration system..
_The owner of a tredemerk right obtains exclusive right
‘on designated  goods (designated service) by the

registered trademark, and also a prohib;tzve rzght to
prevent use of the same or similar tredemarks on same or

~ ““gimilar products (service) by othere,'eiming to support
opusiness trust between users of tredemerks The
Trademark Law employs the examination system (Article
14): The examiner conducts examinations of absolute
"‘regzstrebilaty and relative regietrability {Article 3,

©°4) . The fact of use is not a reg;stretion requirement.

‘However, the intention of use has been’ st:puleted as a

ﬁregzstretzon ‘recquirement (Axticle 3, column 1).

0f course there are regulatione for non-use..“

“irregistered trademarks. For exemple,_trademerks whlchr,y_
“-are‘registered but not in use shall not receive lU-}t;;
“yearly renewal (Article 19) eand there is trial foxr

“eancellation system for demandlng ‘the oencellet;on of
the registered trademarks which have riot been in use for

_ﬂszyeers (article 50).

Also, there is a protection ‘regulation for
szoynregistered” trademarks. For example. unregistered)u;:___
. -trademarks which are well-known ‘among consumers ﬂndl,'u

which are used in respect of such goods or eerv;ces

shall be rejected (Article 4 SI(x)), end further where a

' well-known trademark is eccidentelly registered by

~-another, ‘the user of the well-known tredemerk has the . .
right to continue using the. tredemerk under certexn-

conditions (Article 32). Although in Trademark Law the

:user  of “the well=known unregistered trademark may not

- -prevent use, such regulation has been prepered in the
w#Unfeir Competition Prevention Lew expleined below :

(c) Lontents of Protectlon"
i ey ) Effectivenees "ot tredemerk rights

The Tredemerk Law specitiee excluszve r:ght and
. prohibitive right. Exclusive right is 1) a rlght
vofor exclusive poeeession of a regzetered ‘trademark

'with.respect to a désignated product or.des;gneted
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|
|
i

.. 'service (hereafter referred to as specific products)
by the owner or owner of an exclusive right to use

{hereafter referred to as owner of trademark right)

{Article 25}, ii) a right to ‘prohibit use of the
- registered trademark by another person {Article 36).

. Prohibitive right is a right of the owner of

-VPf;trademarkgright:to-prohibittuse-nf-a trademark
-similar to the: registered trademark by other party .

(Article 37. sl) This,relationship is shown in Table

71 below.

Table 1-

‘Similar Products |

. I SR ' - 'Same Products | Simi
Same ™ | 0 Articie 36

o Article 37

Similsr ™ |

o Article 37 ] o'hrticle'37'

A defensive mark reg;stration may be obta:ned,

~‘when the registered trademark has become well-known,
"and it is recognized that confusion about the origin
7"may occur in products other than those designated
“* “{article 64). Use of the registered defensive mark .
~-in ‘respect “of _the designated goods will be T
)Vfcon51dered to ‘be an infringement of the basic
_'reglstered trademark (A:tlcle €7). The covered range
of effectiveness expands, making the right stronger.

However, the effects of trademark right shall not

" ‘extend to the following (Article 26). For example,
g’traaamarks indicating, in a common way, portraits,
' names, famous pseudonyms. profassional names er pen
" pames, or a famous ‘abbreviation thereof (Article 26

§1(i)). : Alsc, where the use in a given manner of a

‘registered trademark conflicts wath another person's
“design right under a design appl;cataon filed prior
to the f£iling date of the trademark application

i, CONCETREA.. ox. wmth anothsr person’g-copyright taRimg o mmsisiis
. .effect pr;or to that - date. the owner of the
"‘trademsrk right shall not use the registered
‘trademark in such a manner on the part of the

- designated goods or designated services which gave

"“'rise to the conflict (Article 28). Note that where
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use of the trademark doss not coincide with use as a
. business, .the effectiveness of trademark right does
. not extend thereto (Article 2). -

© {ii)Actions which are infringements -

- Infringing of exclusive right and prohibitive

:e;ﬁright~shell be;considered;infringement of trademark
- right." Specifically, using registered trademark for

. business with respect to. the ‘designated products
-without suitable source for their right (such as
exclucsive right, non-exclusive right,’ priority
right, intermediate right or subsequent right to
uee), is regerded as an infringement of the

_exclusive right. Although use within the similarity .

-renge of the regietered trademark is not an

'.'znfrzngement of exclusive. right, it is teken as an -

 infringement by legal fiction (Article 37 §1). This
is'known‘es’eh‘infrlngement”of'prbhibitive right'or
indirect infringement.

e Further, the following ects shell be deemed to
“"be an infringement i) acts of holdzng products to

‘e_which the trademark is attached, for the purpose of
" assignment or delivery, ii) acts of menufacturing or

_ ‘importing for use by other pereon, iii) acts of
- menufacturzng, ess;gnzng, delever;ng or import;ng,
in the course of trade, articles to be used
_exclusively for manufacturing goods beer;ng a

'”'reproductzon. cf the regzstered tredemerk or a

“‘similar trademark are specef;ed as infrxngements

“rotareicle 37 §2 c©o 58) " similar reguletlons are
- provided with relpect to ‘actual use or preparatory.

Lfaetions for’ displaying registered protected marks
{Article ‘67 §1 to §7). N : - '

"115(111} Relief of tredemerk owners

‘Here we will discuss, the relief recognized by
: the owners of trademark rights. _ :
e Relief under civil ecourt actions -

_:iof exclusive use may require a person who is

- infringing or is ‘likely to intringe the TM rights
' to discontinue or refrain from such infringement
" (Article 36 51). Alsc, the owner of the tredemerk
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right or of a right of exclusive use may demand
the destruction of the articles by which the act
' of infringement was committed, the removal of the
. facilities used for the act of infringement, or
.- other. measures necegsary  to prevent the
. .infringement {(Article 36 §2). '
Those infringing parties are considered at fault
-.with "respect -to  the action of infringement
{application of the Patent -Law, Article 103}.
This  makes it easier for the owner of the
" trademark right, not having to bear the burden of
. proof.
3 When the infringer has galned profits from the
action of infringement, the amount of compensation
'may be estimated based on the amount’ of such
. profit (Article 38 §1). - Determining the amount of
© damages is made easier by this regulation, and

. returns  the 'burden of proof of the amount of

- damages to the infringer. Conseguently, this deoes
“not cover cases where the infr:.nger has proven the

amount of damage. _
The ‘owner of the trademark right mzy Gemand

. - compencation of an amount which the owner should

- have. gained a as royalty (Article 38 ‘§2}, but is
-not limited thereto. -However, this is only to
. apply where there has been a direct infringement
© @8 indicated by © in Table 1 and does not apply
% to infringements indicated by O: {because this is
not originally within the scope of an exclusive

" "right) .- also, with regard to the regulation:

- (Article 38 §1), which takes "profits gained by
. the infringer by an ‘infringement action® as the
- --amount -of damages by legal fiction, there has been
.. eriticism that this regulation :.s lacklng in

ooowvalidity.

Concerning non-used. IGQIStered trademarks.

although application .of. .Articla 382~

' recognized, 38(1) is not. For tle owner o_t t.he

trademark right etc. to demand more than a royalty

.. amount {Article 38 §1), it' is necessary for the
. owner of the trademark right to prove the
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_existence of the use of the trademark and damage
~ to business by the act of infringement. When
- business confidence  is damaged by the
 infringement, the owner has the right to request
to the court that the infringer recover the
confidence of the owner of the. trademark nght
. ete. (application of the Patent Law)
-+ Relief under criminal court: actions ‘(penalties
to infringers) :

Those who have. infrlnged a trademark right or

-exc1u51va use right are subjected to:a-prison term
of up to 5 years or a fine of up to 5 million yen
{Article 78), (criminal penalties reguire [by the

-regulations of the general provisions of the.

+.. - Criminal Law Act] ‘that the . infringer had the
... intention of infringement). ' Because trademark
-infringement  has the  important .aspect of

_ disturbing the order ‘of commercial society and

 ,;pub1ic profits, it is not an cffense subject to
- prosecution  only upon- complaint. ~Where the

infringer is a legal entity, the person who has

. committed the action of infringement is also

| a;subjectedcto-a.penaity (Article 82). - Changes are

'-expected in the 1587 amendments regarding compound
S - tax.levied on legal entities and penalty amounts.
2; Protect;on by the Unfair Competition Prevention Law

.This law.is to contribute to the sound development of

tha national -economy by providing ‘measures for the

_ “p;aventipn of, - and compensation for damages f£rom, unfair
©. competition in oxrder to ensure fair competition among

business ‘entities -and the £full implementation of

"zainternational agreaments related thereto (Article 1). As

‘part of th;s objective, regulations related to trademarks
'etc; have been determined,  This law ‘was- amended in 1993

zregarding subjecta of unfair compet;tion, damage

compensation regulations and penalties.
(a) Subjec:s of protection .

“The” “following ‘actions are given as examples of.

unfalr competltion.;n L

, {1) The :act of using indlcat;on wh;ch is identical .
.or.similar to indication of goods of another person,
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which is widely known among consumers, or the act of

'_eSSigning, delivering, displaying for the purpose of
- assignment or delivery, exporting, or importing of

‘-'goods with such indication of goods, and thereby

:.business_(hrticle 2, §1(i)).

causing confusion with another _person's goods or
“'indication of

":'goods' is an indication such as a name, trade name,
" trademark, product content or packaging, and other
‘products/businesses related thereto., However, it is

necessary to provide a function of distinctive

" identification or display of origin to receive the

protection of the unfair competition prevention law.

When known within a certain region, it is considered

widely recognized (well known) ameng users.

(ii) The act of using indication which is identicall
oz similar to another person's well-known {Article
2 B1(ii)). "Well-known" indicates a state of being

"femous nationally, such displays being considered to
have value in their trust and reliakility.

Consequently, 'unauthorized use of such displays is

”_prohibited even where there is no confusion. . Use of

a well known display can. be prohibited even in

different products or services. .
(iii) Article 2 §1(4iid) prohibite transaction of

'. products which imitate the form of other products

)

(i.e. dead copies) (within 3 years of sale).
Content of protection
(i) Civil compensatien

The right to demand prohibition (Article 3),

'oompensetion for damages (Article 4) and measures.

for recovering good will (Article 7) are recognized

... for the owner. These rights have the same content

5 as the rights specified in the Trademark Law, the

_”reguletion of estimation of the amount of damages

(Article 5) also being the same as that of  the

5 Trademark Law. However, the penalty regulation is

‘not applied to actions using descriptive trademarks_

“--wrelating tothe Product,  and one's own name for
. products without an unfair purpose, etc. {Article 1 - -

,Li 51 to §6). In the case of negligent use it is the
. owner is has the right to demand labeling of their
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 products or services in order to render them

" 'distinct from those of others (Section 11 §2).

{44y Criminal compensation (penalties to infringers)

Those who commit unfair competition w:th unfaixr

'pu:poses are liable to a prison term of up to 3
years or a penalty of up to 3 million yen (article

13 §1). This is lighter than the penalty stipulated

in the Trademark Law. Also, where a legal entity
bas committed unfair competition, there is a

. 'compound tax regulation which as well as. imposing a

' monetary penalty ¢f up to 100 million yen on the
“legal entity, impomes the above-described penalty on
the infringer (Article 14} . B

Protection of Trademarks by other Laws

'7(a) Civil Law

In eivil law, with regard to damage resulting from

unfair advantages, illegal actions, etc. °Those who
_'infringe the right ‘of another “by intention or fault
'“shall be responsible for eompensation for damages

-incurred due thereto* (Article 709), "those who receive
'_profits from the property/labor of others without legal

precedent and thereby extend ‘a 16ss tc others, shall .

‘bear the cbligation of repaying ‘such’ within the limits
'in which such profits exist*  (Article 703) and *"those
“receiving profits of bad intention are required to repay
such received.profits with interest included therein.

Where there are damages they shall be responsible for

compensation® (Article 704). ‘These should be adapted as
‘general law where there is an infringement agninst a

- régistered trademark.

(b)) - Commercial law/others

Regulations relating to trade names are provided in

+»‘the Commercial Law Act, Chapter 4 (Articles 16 to 31).
" “Registration of the same trade name in the same region

T prohibited (Article 19). One who has ‘4 registered

' trade name can demand suspension cof use and a damage

. ‘compensation to those who use ame or simi

_trade name

triction

o PG R FRLE ‘Bi¥poses (Art::lcle 20 & 21)

regulation (Article 22) also ‘provided). In addition,

.. » where the trademark is recognized as a litarary work,
“.protéction ‘under the Copyright Law (Article 112) is

assumed. Where i; is 3-D trademark {package etc.), it
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qrII.

is. protected as a design right by the “D_esi'gn Law.
. However, with the Copyright Law and the Design Law
protection will be nullified in set period. The Customs
Fixed Rate Act specifies prohibition, confiscation,
disposal and reshipment of imports which infringe
‘intellectual property right (Articie 21). '
Measures against Trademark Infringement in Business
In this chapter, we will explain how companies deal with

| infringement cases and materials which will become
'reference in the work of companies in carrying out

instruct:.ons or studies of measures which should be taken

"at esach stage, in the form of the processes followed from

discovery o£ the infringement to the conclusion of the

V"case. Concretely. we: wa.ll describe these: 4n ‘the order of
1. Discovery of Infringement, 2. Study ,of Necessity to
‘Exercise Right after Discovery .of Infringement, 3.

’fsxercise of Right, nnd 4. Settlement of Case. In this

. chapter the results of a questionnaire carried out -on PIPA
"'Japanese Comttee member companies are cross-referenced
with regard to part‘. of the items described herein (number
"of respondents 71).

1. Discovery of Infringement

(a} ‘How to discover infringements & T
Firstly, how . to obtain informat:.on relating to
'infr:.ngements w:.ll be descr:.bed from the viewpoints of
_ personal relationships, locations of discovery, etc.
. ":'_"(_i_) In-house sales d:wision or technical division:
' 'mainly persons in charge of products competing
with :Lnfringing products

ffxftii) Associated companies or. wholesalers (both cases

are expected) direct -to the - d:.v:.sion in
charge/through effiliated divisions.
(iii) Persons in charge of trademerk discoveries.

" f;\h.__.;f..w.(iv} Agent {attomey/petent attorney): Inquiries about™

___the necessity of oppositions with respect to
' mieappropriete appl:.cntions leads to discovery of
:.nfringements. o ' ; :
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- {v)_ Information from other companies: other companies

"~ in the same field of business and/or members of

- __rvarious associations of companies.

- (vi). Exhibitions, store sales, distribution networks
such as brochures etc and advertising such as
posters, etc, .

{vii) articles in newspepers, magazines, etc. _

(viii) Conplaints and/or requests for repeirs to broken
erticles from customers/consumers who buy inferior
products without realizing that: they are copies.

i {ix) Trademark Gazette {Publicatien). ' '

= {b) Positive countermeasures to discover infringements .
__=In order to protect one’ = compeny B rights, rnther thnn'

usingt passive methods ‘such as simply responding to
- information on an infringement discovery, it is

'necessary ‘to take positive actions for being able to

'~discover an infringement whenever an infringement

- eéxists. Therefore, to reinforce the aboVe-described

=ivmeans s could be the most effiCient and effectivc method
< (1) -+ In-house education, communication with associated
or subsidiary companies and representstive o
offices, etc. - .
' The probebility of discovery of infringements
would ‘rise if understonding of the necessity of
'Wuprotection of tredemarks rises as a result of
education on trsdemerk infringements When_being
.~ notified of an’ infringement, it is important to
"anotify ‘the person ‘who' reported the infringement of
the results, Similarly, information from

'-':-.s_assoc:.a.ted ‘companies ‘etc must be positively

wgathered. With regerd to eny end ell of the

above, the person in’ charge of trademarks must be
~confirmed as the person to contact the other perty _
and-:mist-be--made-knéwn= to CAYYUES that TEReT T

- e discoverer does not handle the case independently
(ii). Job assignment of trademarks” . o &
 _ since the person in charge of trademarks in the
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company oould have the highest eensitivity to
1n£r;ngements, it is _necessary for the persons in
oharge of trademarks to check the media either at

~every opportunity or at fixed par;ods.

:;:Specifically, there are ways of soannlng over a
.. wide range such as collecting brochures etc.,
. visiting stores, reviewing newspapers and

magazines, etc. However, since there is a
limitation of the capacity of the person in charge
of trademarks (from the aspect of man-power), as‘
well as the person in charge of trademarks takzng
the initiative in responding, it is preferable to

. coach someone bw way of in-house education ete. to

give support

(iii) Collecting information from other compan;es in

the same field of buszness and menmbers of
associations of companies

Trademark committees in the Jopan Intellectual

Property Assooiation or various business

.Jlassociatmons deal with. var;ous matters relating to
_trademarks, and: there would aleo be places to

oollect informatzon. Although opinions are not
elways‘ the same in each company, at least

.counterfe;t matters are of common . 1nterest and

w_ !ivJ

such mutgal suppoert would 1ead to the:
encouragement of infringement discoveries.

Checking Gazettes o
Checking gazettes is an 1mportant item because

__o;oformetion _relating“_to applications -and
;;egistrations can lead to opportunities for

‘discovering infringements. There are not a few
_. companies which request searches by search
- companies: espeo;ally with regard to 1mportant o

':1fttrademarks such as ‘their’ company names. There are

ualso compan:es wh:oh ask their . agents- for
:1nformat;on:on_etetgs in overseas countries, since
-they are unable to see & large part of such
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. znformation directly
2. Study of Necess:.ty to Exercise Right after Discovery of
' Infringement
Rt the second stage, it is thought that there are the two
"Judgment requirements ‘mdertainty of own right®" and
' 'necesslty of exercis:.ng rzght" such as by & warning _ _
" letter, 1it:.gat:.on, etc. We should make a comprehensive _ _g
t‘judgment by consider:.ng the spscif:.c :::chumstances of each ' '
case. ' ' '
{viewpoint of Certainty of 0wn R:.ght]
" (a)  Confirmation of right
oy Conf:.mation of own company's right _
o Flrstly, what is needed is conf:.mat:a.on of one's own.
r;ght to make what kind of assert;on bassd on what-
kind of r;ght. It is necessary to. carry out checks

as set out below :

1) Confirmation  of own trademark right by
) regz.stry/gazettes (for publ:l.ca.t:.on) '
eay Confirmation ‘of ‘current use: the existence of
" reasons for cancellation and ‘the property value
of the trademark can be known by checks on
whether or not it is bea.ng used the subject

' product, the speciflc conditions of use, the

h frequencylpenod of use, etc. -

3) Generic terms, descriptive tems etc where
there is a poss:._hil_:._ty ‘that _the use of the
‘trademark may be’ covered by Article 26 which
"specifies limitations of trademark rights, such.
that an opposing party may countercla:.m, this
should be checked at this stege. '

4) If a trademark ie a device mark it may also be :

......

'-copyright is owned by others (depends on ca.se)
- *8y-1t-is also necessary to confirm agreements and it
" should be known whether an authorized licensee
" gxists or not. Also, with regard to imports,. an
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~ in-house system is needed for promptly confirming
~whether the product concerned is a legal perallel
dmport or an imitation.
Note that special attentlon is required ‘that a
. @ivisicn which has no authority of allowance
L;: should not give licenses to customers. In-house
'_gdu;a;ion_etc,vis.neededwgo that licenses are not
given arbitr@rily. |

. MLMMMW ) i - i i i
 in the casé of tﬁe_uhfair Ceompetition Prevention Law,
 thq_possibility of collecting as much material as
‘possible to assert that the trademark iz a well-known
:trademgrk is the most -important matter. - Specifically,

 _,;t iaiﬁecessa:ymto_present~datansuch-aS'the-sgles
1§ério§:of-the product, numbers so0ld, sales amcunt,

frequency of advertisements, etc. with such materials

-: as products or catalogs, vouchers, etc.

- Although there may be no difficulty in proving that the
':company’s-brand names have been used over many years

 (well-known or famous), it would be difficult to prove
. .the well-knownness of trademarks other than: those used

'-Qfas -the company's -main brands. -° If ~the Unfair

. Competition Prevention Law can be used in association
. with. the Trademark Law, exercising this right can be

easier, One may have to exercise one's right when

using unregistered trademarks which have not yet become

famous. However, ‘this may not be said to be unfair

. from the content of the trademark registration system
. and the purpose of the Unfair Competition Prevention

~The-followiny methods may &186 Be examined.

1) Where the subject of protection is a character
© - mark or such, there are cases where this
corresponds to copyright. ~If the infringing
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-product is a dead copy, ‘Bince this is a
‘particularly unfair action, a double approach of
attacking from a moral viewpoint ‘and asEerting
‘" one's own right can be taken.
2) Where the shape of the product also functions as-
a distinctive trademark, there may also be the
"*poasibility ‘of becoming the subject of design
'right znfringement if there is ‘a design right. .
Ll IE the design ‘functions as a distlnctlve o
trademark within 3 years from start of aale, the’
- Unfair Competzt;on Prevention Taw, Article 2
L §1(didy ‘can ‘be " appl:.ed to im:.ta.t:.ons of the
. preduct ‘shape.. : e R
{11) Confirmation of ‘opposing party's right -
. It is necessary to confirm whether the opposing
: party ‘is using the trademark without a.ny r:l.g'ht at
all. ~ From the viewpoint of the Trademark Law,
even where one may think that it is s;m;lar to
- ..one's own trademark, there may be cases where the
~opposing party’ bas another registration or has
- obtained a license from & third party. If this
... -was filed before ‘the.filing date of the ‘trademark
- -registration of-aaa‘s:qwnﬂcompany,‘thig;will most
- -likely lead to a reversed situation between the
.- owner of the right and the. infringer due ‘to an
.. invalidation trial. . : )
Further, it is necessary to confirin whether the
- trademark of the opposing party may “receive
. protection under the Unfair Competition 'Préavention
.. -Law ue to use. If the opposing party began using
its trademark beforehand and if it is a well-known
_;trademark,;the oppoaing party can initiate a -
counteraction and demand an 1njunction based on
.‘the.ﬂnfair Competitzon«?ravention*Law. S5 Gk

Z_this ‘brand was well-known priocr to the appllcatzon
. Gate of cne's. own. registration; this can become a
' regson for invalidation of registration. Even if
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‘ it'does_not go as far as a counteraction or
invalidation trial, there may alsc be a case where
the opposing pa.rty poses a ‘defense of right of
‘prior use or'right of intermediate use.

It may also be ‘necessary, eccording to the
_ 'situetion. ‘to confirm whether the _opposing party

" has a right based on a copyright or design right,

Tile. corresponding to the requisites of Article

29, Where the oppos:.ng party is a foreign

':Jcompeny, there are cases where overseas use must
_ i'be consioered,: Fox tredemerke which have had
f_;substantiei'results overseas, especially those
o trademarks vhose names are also known in Japan, it
'-must be assumed that one's own company may be
subdected to a counterattack of misappropriation
or inappropriate assertion of right.,JHoweyer,'
wi'_since__this is by no?meens reason for anyone who
f “has a trcdemcrk which'is used in their own country
_to unconditionally receive permission to use it in
4}ancther country, it may -ultimately be a
N - comprehenlive Judgmcnt o
.iiﬁi" Confirmsticn of current use by opposing party
'”%TﬁIt is necessary to secure meteriels indicating the fact
tof infringement by the opposing party.. Although it is
acceptable for the information sent at the time of
: dn.scovory to be obv:.ous meterials ¢orresponding to
- “use” of the tredemark euch as the. product itself or
_i:brochures, since newspeper and magazine articles are
Tf“not sufficient as evidence of "use®, it may be best to
‘ergue the existence of an infringement after confirming
'“use' through investigation of stores etc. .Where one
o cennot collect enouqh meteriels tq,‘prove an
";Winfringement action by oneself, dt--ig-believed that
materials ehould be ecquired by using an. investigetive _
'agency. : i, -
i(c} Judgment of existence of 1nfringement -
{i) Judgment of srmilerity etc,
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Similarity of tredemerks is & po:Lnt of contentioen
' ‘common to both the Trademark Law and ‘the Unfair
Competition Prevention Law. In ‘initiating an
injunction under the Trademark Law, a study of the
'similerity of the tredema.rks end the s:.milarity of
the product/service will be carried cut Although
" the general criteria for Judging similarity is
""‘:.ndicated in examination standards etc. , depending
‘on thé circumstancee of each individuel case there -
- may be a range ‘of judgment without uniformity. Foz
s exa.mple, in cases of company names which are already
“well-known to a ‘certain extent end which have some’
"ﬁ".connection ‘with Judgment of the necessity of
"'exercismg right, it is possﬂ:le to exercise the
right in a renge Wider tha.n the normel range of
._smila.rity standerds '
“'In the Unfair Competition Prevent:.on Law, ;udgmeut
“of s:.milarity of trademarks is relnted to ‘the act of
causing confusion ae specified in Article 2 §1(i)
and the act of using of a well-known indication of
‘goodé as specified in §1(:I.i) of the sa.me erticle.
. On the issue of eimilarity, where necessary one
: should obtain the’ opinions or legal advice cf patent
! "*attcrneys and/or attorneys rather tha.n relying
“‘soleély on- the judgment of the person in charge
- within the compeany.
(L) Actual existence of ccnfusion §
: "Where ‘not ‘identical or very similar, -there'are
‘cases where Judgment of eimilerity differs between
‘the' owner and -the .mfringer, 1.3 that the decision
- of “similarity depends on a court. Normally in
‘. such cases’ exerc:.se of one‘s right could be
- pnegative. If at that time actual ccnfusicn
-arises; -4t -eould " be” become one bas.is _ for_‘
positively exercise one's right.
‘When profitability is the main concern of
exercising right, the_e_xistence_c_f confus:_.on ‘would
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be ah important element. Regarding the act of
causing. confusion under the Unfair Competition
Prevention Law, ®likellhood of confusion® is
certainly a redquisite and if there is- actual
- confusion, it may become a powerful basis for
Lo -exercising one's right. L N
[Viewpoint of Necessity of Exercising Right] . A . . o _
[General ditems) R S -
(4) Requirements.for datemining exercise of r:.ght
{Questionnaire section I) NS
- .In responding to an. infringement: case;- prov:.ded there
'is  a 'certain possibility of ,exercis,:.ng_ one's- right,
- whether or not the right will actually be exercised can
: -‘then-‘-be_‘decided_‘-'by comprehensively. reéarding the
" -wvarious elements sat forth below.  With regard to this
matter, a survey was carried out tp-investigé.te the
elements: which -affg'ct-_._deci'sion.,i-of the exercise of
. right, based upon which this matter shall be explained.
i The assembled results of the series of questions in the
. Questionnaire referred to hereafter. are included in
~full ‘at ‘the end of this article for your reference.
- among the items set forth for selection, whether each
relement was considered important or not: considered at
all was investigated (refer to- Figure 1). 2 two-way
answering method of @ and ‘O was prepared for elements
.. considered important, and éccording-thereto the most
- important were *importance of trademark", *condition of
‘use* and "scale of infringément" :Most  notably,
‘*importance of trademark® was considered an . important;
' element by almost all of the companies.- : ' o
- -All other items were considered important by half or
.. more of the respondents, and since there were sca.rcely'
© any negative answers it can be said that these items

o are. suhjects for 1nvestigation. - Looking at the content
..0f.-©® and O, that approximately half of the answers to
"condition . of use®" were . @ and O in contrast to .

"importance of trademark" of which BO% of the ‘answers
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were © can be considered as meaning that although
‘"condition of use* is an important element, "importance
of trademark™ has priority over all else. It is
- thought that giving clear priority to the existence of
‘use of each individual product or the scale thereof
‘arises with regard to importa.nt: trademarks such as _ ‘
 company brand names éte. v : O
.Howaver, an_ *important trademark” is one which "
originally amassed good will by its use: over & long
period of time and has extremely: high_ property: value,
." Also, in’ "extent of damage incurred* current use of the
" trademark ‘and ‘the scale of that use: {m_zmbers and unit
value) may become . prerequisites. . ~Therefore,
‘ "'comprehens;vely, with the recogm.t:.on of ‘whether the. .
- -trademark is' being used. and the value thereof as a
- ‘preregquisite, : the three . :elements: of
o importance/condition of use/amount of damages incurred
riiowith respect: to the trademark which have a mutually
close relationship may be said to be results reflecting
“the most serious consideration. With regard to. these
-three ‘items, -‘that. the number of: x-answers was D .
+: pupports this tendency. B sl Lol
. What it very interesting here is: that the - number of
oo canswers ©f ‘serious -consideration of: .xelat:.onshlp with
o opposing party” was:large. Combining © and O, in fact
i 80% of- the companies answered that they would give this
.~ serious consideration, a&nd sc ‘it seems' to be an
. .Andispensable element. - ' e e D
[Individual elements]: '
{e) Inu:ortance of ‘trademark . S \
. ‘Ouesticnnaire Section I indicated that the ‘importance
'A',o_t" the - trademark” . is :given the - most . serious _
:'I_consideration. Element.s wh:l.ch determine the importance
_‘-_{of ehe “trademarks could be’ grades of tradenurka ‘such as o
L L Company’ Dame, pet nama and merit ind:.cation, the range
_of the product in use, advertising expenses, period of .
. use,  how well-known: the trademark dsetes . In
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particular, cases of company names. or brands

corresponding thereto are dealt with specially. It

would cause serious damage to take no action against

infringement, especially for a trademark which has

- already amassed good will by its use over a long period

of time. Not a few companies would take avery possible
measure - such as ‘the Trademark -Law and/or: Unfalr

. Competition Prevention Law even if actual ‘damage does’
- :0onet ocour, cand legal expenses would amount to & larger

sum:than-usual.

-+ There are, Ssome cases where: exercise of right" had been
. given up for business-related:reasons. . Recently the
. yalue of-the-brand.isugiven.mora:seribusaconsideration _

. than the business-related disadvantages thereof and the

- number of cases to take action with respect to even
 trivial infringements is rising from previous ‘levels.
.8ince there is also 'a possibility: of receiving a

.. counter-argument from ‘the opposing party to the ‘effect
«..~that the -‘owner of trademark right has-'ignored

dinfringement by other companies, it is necessary to

. . take positive action with a strict policy. 'This is not
.-1imited to brand names which require a more positive
afresbonse than ‘a normal case asﬂan'impdrtsnt trademark,
esgy trademark in which a 1arge:amountfof money had

been invested for advertising, a trademark used gver a

. dong peried, or a trademark possessing a known name as
co & result of these. e v el '
(f] Unused trademarks (Questionnajire section III)
..Whereas in the Questionnaire Section I there was the

resultmthat.the factor of "use" had the greatest effect

- on judgment of the necessity to exercise xight, in this
section,  opinions of companies on the matter of
exercising one' s rzght to an unused trademark will be
‘analyzed based on ‘the responses to the questionnaire
. .The owner profits froem those trademarks which are not
... actually used but are being used in other classes, have
| been used in the past, or had been registered-.in order
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" to protect company brands. Therefore, action of some
kind would have to be taken against an inffingér with
v -;tespect to- such marks. ' Thus, :when-.drﬁfting the
questionnaire, we: excluded: such marks from the
. gquesticnnaire- on: the 'grounds that they may be

... considered *used"

‘Regarding the exercise. of r;ght of unused trademarks,

. there may be two types of arguments about the. condition -

:;oflnot"raquiring-'use'masma_requiéite‘fortexercising
~right under the trademark system of Japan. One is the
'1o§ic‘o£-ta-trademarkWinause-shouldabe"WQrth'being

:protectedh-therefare_thefright'of-anvunusedstradamark
:-ghould in principle not be exercised® and the other is

,'undernthemcp::ent"Japanese trademark system, ‘it is

fair to exercise one‘s.right :against trademark

 dnfringements even if the relevant trademark register
.-is'not.in use, 'and there iz no resson why the axercise
- of right itself should be denied" in the light ¢f the
. trial system of cancellation trials,. which provide the
-opposing party with a countermeasure. ‘However, these
. .are -not completely -opposing ‘views:'and: may be the
- ‘dilemma which ;all companies- inevitably. hold ‘because

oo they wish to exercise theix right as - a trademark owner
and -at’ the -same time wish: to adopt another [ trademark :

-4f it is not in use. S L T :
~Acco:ding to the responses tothe: quastionnaire (Figure

2), many companies want to give a wa.rning but worry
about cancellation. - Approximately 40% to 50% of all
- respondents chose the. substantially equivalgntfitéms of
_.*Where. within 3 years from registration® and
"Initiating cancellation trial troublescme therefore -

-hesitate to exercise right”, there seeming to be a

- tendency :that whether a cancellation trial ‘can be

'“f.ibrought of hot is one criterien for a decision. .-
oo It is ' remarkable .- that: companies: considering .
'uju'opportunity on’ businesa" amounted to one-third of the

;¥;°;g1_m;comgrehens;velyp.we can say that an -action
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~ against infringement of & registered trademark in usé
- would be taken as a general rule, depending on

necessity, which increases in proportion to the degree
of importance of the trademark. Conversely, we could
also indicate that the owner of a non-use registered
trademark has more flexibility of choice to obtain

:fincpme_through an assignment with consideration or a
. license with royalty, by which remunerative measures no
damage will be incurred.  Generally speaking,: it is

apprdpriatg in the current pyg:gmaand-mos:;cqmpanies

‘would agree that is not unfair to exercise a right for

unused trademark against an infringement within three
yaars £rom the date of registration, . therefore the

'_poss:.b:.l:.ty of exercising such a right could be
“considered Being able to exerc;se one's right even
'with regard to an unused trademark, or being able to

..~ demand consideration, ‘ds recently one of the measures
" for “unused trademark' and has been adopted by the
"'Patent office which provides that a decision of
" cancellation would be. gzven at cancellation trials when
_“;he party receiving the demand does not reply within
" "six months from the filing date of the trial, and not
4:fbecause an exercise of.;ight.of_anrunuséd trademark is
,”‘éssentially eguivalent to a trademark in use, so that

- may be said that adjustment from the viewpoint of

*use" has proceeded further.

{g} Relatxonsh;p with oppoalng party (Questionnazre
. Bection IT) ' o .
_The fact that 80% of companies. gave serious
' fconsideration to 'Rel&t;onsth with opposing party" in
Questionnaire Section I when deciding the possibility
- of exercising one's right has already been described,
;with regerd to important trademarks for example, here
-both-- cases--of ~effectively “exercising “and Tnmst "
‘._effectwely exercising -one's right B¢ that' the
_;onclusion therepf does not change will be investigated
f;om the viewpoint of to what extent they affect the -
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© judgment of exercise the right. The response to A was
positive and although a tendency to either direction is
' not clear, these items are ways to be considered, when
exereising one's right, to obtain data concern;ng the

'“opposing party (refer to Figure 3)

“‘According to the questlonnaire responses attached

fhereto, what’ clearly showed a "positive inclination® in

exercising oné‘s’right'wefe-ﬂcdmpefitbrs ete.* and "no
. business ‘relationship at all", which were the replies
. of half the companies. However, there was a ‘combined
. responge of 20% for A and x in “competitors", and
although the viewpoint here is that of the user of the
- right, it iS'reasonéble'to.add"the'consiaeration that
“ someday a case where roles are reversed may oceéur. Onm

‘the other hand, regarding an opposing party with whom

one's company has: 'no business relationship , the

“ipumber who responded x was 0, so that one may be able

- to exercise one's right without’ hesitatlon if there is
" 'rio 'relationship with the opposing party. Although.zt
' was predicted - that there- would be a positive

~inciination to “your tompanY*buys opposing party's
. products”, ' the responses did not show a clear
‘. inclination. - This may reflect the thinking that even
where one's own company is in an effective'position.
one would prefer to 'settle out of court with an
opposing party with which one's company 'has a
‘relationship, or that where one's company is a

- -purchaser, one's company need not necessarzly be

© confined to a strong position where the opposing party
. is. & ‘company from whom one's company is purchaszng,
7 i.e. the’ purchaaer does not always take a strong

- position.

'In contrast with this, what clearly showed a 'negat;ve

 .”anc11nation' “was—*largescale” user' £6” which “the -

negative response exceeded half and the p051t1ve

rresponse was 0. ¢ Also in ‘the caseé of *opposing party

- buys your ‘company's ‘products”, that the x response was
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-half and approached 70% when added to the A response
. ..8hows certain consideration to customers. The case of

*cooperative business  relationship*®  also requires

. copsideration,gthe combined response of A :and x thereof

being clese to 70%. : However, the A response may be

..+ because there is no clear relationship. =
- Where the rate of A responses was relatively high was

for‘!ovérsgas undertaking etec." and - *acquaintance with
the opposing party's person in charge of trademarks”

- '40%. of respondents congider them effective elements.
. .As described before, there are cases where products

which have had substantial results overseas are also

‘marketed in Japan and, due .to cultural-differences,

. dncluding the legal system, 'there may alsoc be cases

- . where-the Japanese side does not receive the intended

. sTesponse -and/ox cases where  the danger of an
- international problem due to a mistaken respense must

.. -also be considered. However, on the other hand, if one
~-neglects a necessary exercise of right because the
-opposing party is an overseas undertaking, that this

- would circulate throughout the marketplace and lead to

. one being in ‘a situation where it would be more
“idifficult - to further exercise one's  right becomes an

established fact. Although responbes to “overseas

_‘undertaking”" cannot be put into a definitive grouping,
it is thought that there are many more factors

:equiring caution than in exercising one's right
against a Japanese business and a prompt decision would

;. be necessary. The acquaintance of the other *person in
- charge of .trademarks" tends toward s personal matter.

Due to the extent of interaction at groups outside of
the company etc. there'may be cases. where‘delivering an

-infringement warnxng in the ‘manner - of a stranger ia

. difficult, thus consideration toward the contact b person
- -ghould -ba fully considered: Aalso, if it is well known
what type of response the opposing party will make, one
‘may change strategy by looking at'the“opposing parcy
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., -and become cautious etc. ' This tendency alsc eppéa.rs in
= *business which has 'detailéd knowledge of tredemarks"
.. .in which almost 40% made the same thoice.

- srLooking .-at the results -in' general, “in spite of
- -guperiority/inferiority of position as a whole, it
seems that there is consideration towards the overall -
business .relationship with the opposing party-and a L R
-noticeable tendency to exercise one's right without e
. hesitation whers one's company has'no relationship with
the - opposing party. Also, it ‘can be: said that
' moquaintance w:.th other: people in charge of trademarks :
. has a certain effect. ' o
(h) Countermeasures of opposing party -
- {Questionnaire section IV) - - CEST T
.. Other: than exercising-one's right, it is 'reasoneble 8o}
Lexpect a.‘counterattack from the opposing party, and the
. ability to withstand such a counterattack should be
“made a prerequisite.. ‘Here, the questionnaire was
-carried out from the. opposite viewpeint of what one's
‘company would do upen receiving & warning cf
infringement {refer to Figure 4}. S ‘ :
.. What almest all companies -answered was "conf:.rm the
“ effectiveness of the trademark right" and *investigate
use".,  ‘These jitems, ‘which are alsec checkpoints for
one's own company's trademark rights, c¢an be said to be
.. 4tems which absolutely cannot be ignored. In contrast
- to this, *examine cancellation trial" stopped at 70%.
. .Meanwhile, "investigate business with opposing party".
.which approached:80%, could be remarkable. A notable
_tendency to respond after confirming the relationship -
-with the opposing party when receiving ‘a notice of
-infringement can be.seen.  Also, if there are parts of
: _the responses -to- "other 1nte11ectu=l property r:.ght
“rdisputes with opposing’ party" wopposing party's
~dnfringement ‘0f your own company's trademark-rights",
- etc. which may be common to each, if gome which may be
'_;_.._:gsecl in_:;ransactiop:ma;terial were to become "attack
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opposing party's other trademark rights" which does not
"have even half the number of responses, only 5
_ companies responded positively thereto. Since this is
‘an approach to a different case, there may be some
- hesitat:.on about actually initiating such an action.
_In general,. the party receiving the warning against
_ infr:.ngement my basically cons:Lder a dispute mainly on
items relating to the. trademark ‘right, but since half
~ 0f the companiea woul& carry out & general check if
"there are factors which may become materials for

. 'negotiation. whether to conclude the case with a
) response l:.mited only to the present case is difficult

to Judge. It 'nay bacome a case which involves factors
such as other trademark rights, patent disputes,
"buainess, ete. to the extent that it becomes a very
- _seri_ous ma_t_ter._ C‘onsequently, by no means should the
owner of the right exercise that right easily, but the
P-":response to the warning should be decided after
,comprehensively checking the various relationships with

H"the opposing party._

3 Exercise of Rig'ht .

'I'he three kinds of approaches against infringement of

warning (oral/written} » civil litigation (temporary
h .measurelmain action} and criminel proceed:.nga can be
; considered as measures of exercising one 8 right.
. Normally, cases beg:.n w:.th a warning at first, reaching
.. the stage of litigation (ecivil liti_g_ation for demanding -
. prohibition and damage compen'sation} only :when =&
~_resolution cannot be reached by negotiation between the
' _‘-:"part:l.es ccncerned It is very rare to lodge a criminal

suit from the baginning (other than in extramely hostile

- cases) .
' (a) Gathering evidence .

_j"warning, it is necesaary to gather sufficient materials
‘ :_to support the fact of infringement -Before exercising
o one 's r:.ght,_ one may need to. once more ‘review whether
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i-only the materials at hand are eufficient, cons;dering
- the condition and who the opposing party is, and where
. necessary ‘also gather evidence on the assumption of
litigation. ~For example, where the opposingfparty ig a
* manufacturer of counterfeit products and there is a
possibility of evidence being destroyed, it is
' necessary to hcve“'eecured"sufficient“'ineecepeble
materials and to use an ihvestigatiVe”agency:in order
 “to gather evidence if the materials are insufficient
(b) Contact for negotiation B
" There is the choice of the division responsible within
‘. the company or a ‘patent’ attorney ‘ag’ ‘representative.
"gResponses by the diVision ‘responsible Wlthln the
" dompany’ are common *where such division has ample
‘experience and the capacity to handle the case. In
“normal domestic cases,’ it is thought that the scarcity
‘6f cases leading to litigation may also be a
’33corresponding background for diViSions responSible. In
cases where litigation is expected, ‘or when dealing
with heostile or ‘large groups _of counterfeit'
manufacturers, it is preferable’ to' have' a
‘representative - {such as an attorney etc ). and it is
"thought that even where the person responeible for
‘trademarks within the company controls the case 1t 1s
- preferable ‘to have a representative and to not heve

T direct  contact.
{c) Means of exercising right .
ERR 4 - ¥ - usually recognized that litigation is the laet
‘means of exercising right, ‘and is only performed when
wodiscussion between the parties concerned could not
reach an ngreement and there are no other choices than
litigatien. Consequently, it is extremely rare to
initiate litigation from the beginning. I

'*ﬁcéﬁé=a11y,_ a: warninq ‘of infrinqement should be
. delivered in writing, and the quect;onnaire includee a
: “question regarding ‘oral warnings (refer to Section
. V/Figure 5). Firstly, with regard to the question of
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*Have ycu-ever'given_an{oral'notice of infringement?",
more than half gave an fffirmative reply, leading us to
understand that nct a tew oral warnings have been

- given. 7 o
" With regard to what kind of casés oral warnings were

given in, the majcriky"cf cases considered the

. relationship between the parties concefncé, such as
"where there is a relatjonship” and “acquaintance with
.- persen in charge of trmdemarks. ‘In_gehtrast, there

were relatively few responses of 'qﬁick resbiution", 80

- that it seems that’ the.main reason fcr delivering an

oral warning is a relationship with the opposing party-

“rather tnan the effecti¢eness cf the method. However,
“since ‘an oral warning ‘does not remain objective

evidence which would pyove when .one met tha cpposing

party and what was submitted, depending on the case,

even where the opposing party is the same party, the
proper means should@ be chosen from among the gral way

"v;and & written form, and when receiving a notice it is
'necessary t0 request a written notice,
__;,COntents-certifled ‘mall is often used when sending
5.fwarn1ng ‘letters. In host;le cases and cases expected
_ﬁtoﬁQO'toflitigation. ib may be ‘necessary to consider
whether to send the warn;ng 1ctt-r‘by contents-

certified mail depéndinq'cn the other party. Overseas
there are coun:ries where a tampora.ry restraz.nzng order

. and/or seizure order is civen on the day that
“litigation is filed, as in the United States. In such -

countries, the effectiire procedure could be filing -

'litigation without del;ver;ng a warnzng 1etter after

carrying out a suff;czent ;nvast;gation of the

- ‘infringement action, dnd thereafter carry out

..negotiations for compromzse w:th ths oppcsing I =t T i S

“TWhat kznd of‘action couhd be taken at the heginning of
_;athe case depends on the ¢ountry
.. .One the other, in- Japan, since it is recognxzed that

litigation is the last resort, if a suit is filed at
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first, the opposing party would harden its attitude so
“'that it would be impoBSible to come to an agreement by
N negotiation C
In Japan, the followmg are set forth as. conceiva.ble
reasons for directly filing a suit or:issuing charges
' without warning or . negotiation , AR
' " The infringement ection of. the opPOSing perty is
"extremely hostile, _ :
‘ there is the posSibility of destruction of
evidence, and o R
_ it is the case that the a trial will have the
"greater impect on the opposing party.. :
" on’ the other hand, the following are .the reasons why
"they prefer a warning egeinst infringement rather then
e civil suit or criminal change | ey
._" A werning usuelly resolves the case. fester than
- 1itigation, _ . . P :
s cases leading to suite are . rare and most
- infringament cases are reeolved by negotiation after
 warning, RO et
there is a oo:rmon understending that a-warning
must be sent first in cases where a possibility for
negotiation with the opposing paxty still exists, -
' _ B unWillingness to complicate matters,
S ilitigation prooedure costs more money than a
' :fwarning and negotiation, and - :
e because a suit may lead to. demoge to. the compeny s
' :Lmege, . X :
4 ConcluSion of Case . ;
la) Requirements for eettlement of case {refer to
""”eQuestionneire section VI/Figure 6} . :
~ The requirements listed _in the .questionnaire
(especielly items which have high numbers of @ .and O
i ARSWErS)--are- ueually required in eontrects Y & question

_ was included top find out the necessary requirements
- when settling cases. '"rermination of the- infringing
i ‘action" wns not included on, the grounds th.at it was

At T
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considered indispensable.
Those chc:.ces which have been checked as @ O or A4 in

“this- questicn might be requested in negotiations. As

~ ghown in Figure 6-1, roughly equal numbers of oompanies _
'marked each choice, and eepecially there were responSes
_frcm over 60 compen:.es w:.th respect to the four choices

" of 'retrievel/diepoeal of infringing article etc." and

"-""demage compensation . The contents ‘thereof are as

described below. Regerding retrievel/disposel of
~ "infringing products and seles materials such as
‘brochures etc.", it is understcod that close to 80% of

o "compenies that answered @ and O cons:.der this an

'indiepeneeble requ:.site In comperieon thereto, faw

="""'4::ompaniers considered _': 'damage compensaticn"

indispenseble and this may ind:.cate that prohibition of
“'the infringement in any event is 2 higher priority than

financzial compeneation o S :
33 companiee emong the 53 which marked the item

‘Lf'requirement cf a.pology have a choice fcr exemptions

A apology means that the company respcneible
"':,ec}mcwledges its infringement action to the public, end
o dris thought t.hat tlus may effect the eurv:.val of the.

<l company in serious cases. Consequently, it COUld be

' considered that the oppo.sing party would strcngly

7 resist en'“epology . If the Prohlbitmn of the

- infringement eotion can be ensured, it could be better
- to make conceesmn efter negotiat:.on as. lcng as it. does
mot affect the other compa.ny s hcnor. _ _ .

"’Regarding prev:.ous _ ecknowledgment ”of .ehanged
‘indication* where the product is continuously sold, of
£6 companiee 39 whc anewered @ a.nd O had an
inclination towards requirement thereof Where use

“ under changed indication is. perm:.tted it -may be

S necessary te” eonfirm ‘that” the indicetion efter change

definitely does not infringe the trademark right.
There were elso some compenies which 1isted in
perticular acquisition of a wr:.tten oath or written
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agreement as conditions in negotiations
Meanwhile, a question was included in the questionnaire
from the po;nt of View of what would or would not be
o admitted in a case where the opposzng party requires
o concessions. Approximately 50 companies answered 4 and
"0 .f.or each question, 1eaving a possibility of
o ooncession (refer to Figure €-2). _ However, "sale of
'stock" was never approved hy the 15 companies who chose
" the x response, this being the greatest number to give
T a negative response among all the questions, and the A
“ii'responses also should not be taken as affirmative when
;::CORSIGerng the above-described tendencv to give
"'priority to prohibit:.on. ‘ 'I‘h:.s may be bas:.cally
a re:ected ' 'I‘here were & large nmnber of 0 answers to
“apot” publicizing to othersf. with resard to important
ftrademarks in particular there may. be cases where it is
-better to make a press release with the 1ntention of
making an example of the result to other potential
"“infringers. ' ' 3
‘f“Generally speaking, it seems that suspenszon of use and o i
"“3f”preservation of sale ownerehip of the trademark right .
thave priorities over all things and damage compensetion_
" would not necessarily be required with respect
_brequirements other than suspension, including exemption
“from- compensation, and there ia a general tendency to
- "'be flexible to the opposing party 5 requests._:.g
- {b) Infringement prevention measures .
' Prevention of a recurrence of infringement should not
‘°’?:“be neglected in the settlement of an infringement caEe.
- Net only preventing repeated infringement by the same
"infringer, but also blocking the possibility of a
‘gimilar case by a third party would be neceesary.

' Mrtlp-ru-q?"';m-_-)_!.wMur’\‘—l\aﬁw«}ﬂ!ww&«r’h’ulwﬁ

M AR

”_¥“f31so, not only*taking measures for each indiv;dual CABE
but a constantmeffect might be necessary as general -
-;measures for preventing infringement.
:(i) Prevention of repeated infringement _ ,
It is necessary to obtain a promise to the effect

PR V- T o
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" that the infringer will henceforth not commit any

infringements 'at &l) in the form of a written
agreement or written ocath. If by any chance a
problem should arise it can be pursued as =&

- - .yiolatien of the obligation of the agreement.
.- The content thereof is basically each o©of the

- elements intend 3in the reguirement of the

. settlement of the case. Concerning the obligation

: .of retrieval/disposal for products etc., a

- --deadline and obligation for reporting should also

‘be provided for retrieval/disposal so that such

';‘obligation would be -effective. ‘In addition,

depending on the case, it would be necessary to

cut off at the source the means by which the

trademark is placed on products by disposing of

w4 metal molds, printing presses, and so forth.
-Further, in the cagse of countérfeiting products,

because the distributor and manufacturer are not

- necessarily the gsame, it may be necessary to
eradicate. the infringing products by getting
.« information on “the manufacturer behind the
. distributor. Where permitting sales of stock it

. 18 necessary to provide a deadline, amount, and

_other conditions in the contract so that the

infringing product does not continue to be sold in

‘the same manner.
In particular, where the production source is
- overseas, infringing products can be stopped at

customs. © Where there is ne registration in
countries overseas, the importation of infringing

'products could be prevented by an application for
-suspension of importation at the Customs Office

based on the Customs Pixed Rate Act. This can be

“applied oot only to a specific impcrter but also

to..cases where the productzon source exporta vxa
another campany. : : :

(ii) Effect on the general publlc '
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. 8ince well-known and - famous trademarks have a
- restraining effect on other companies beyond the
-extent of the . registration thereof,
.. - countermeasures for dilutien should be considered S
"__,on a daily basis - to maintain its effect with ' ‘-
. respsct to important trademarks. . However, because B
.. the deterrent effect does not necessarily extend
. over the entirety of txrademark protection only by'_
" . the fact of being well-known or famous, plamning
.~ of & special -level -application/registration
: ;polidy. & condition where use by. other companies
is effectively . blocked etc. -should be .
. investigated.. : . '
'_Speczflcally -
1} unify the manner - of use as a trademark
_;(specification documents, display method, etc.)
..and apply them thoroughly within the company,
- associated subsidiaries, etc. :

Py et v S AT

:“Although bas;c.requlremantSfcwith regard to
. company names or -brand names .corresponding
_ gjthe:e;o.iniparticular,-it is necessary to prevent
.. dnconsistency of the company image and to not

'. give-other companies the opportuﬁity-to use them
~even_ in other business fields in which there is

. no registration.. _
2) If use as a product name by another company is
~ neglected, there is the possibility that it will

" become a generic term or descriptive term. In

-..such a dase; the_folldwing prevention measures

'uare necessary. T T |
Indicate ™ or ® with: trademarka.-

. Obligation in agreements to- indicate that the
'_Ltrademark is you: company B. trademark

g ATl 7 *

w'nct :o.u;g.the_trademark.as a prodict name:
Improvement regarding usage conditions in your
company where is mistaken for a generic term or

fod e A
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... Gescriptive term:
Advertisement by newspaper advertising etc
3) Advertising an infringement case example in press

‘releases etc. is an effective means of deterring/

. restraining counterfeiters in particular. -

) The . following mezns exist ag" an application/t

: registration policy. :
”_ Flle a defensive mark: applicatién.'

_File. applications fort“allu;ﬁéétibie_

products/services
. File applications for- similar trademarks so that
other companies cannot obtain such trademarks."_.
Howevar, regard;ng similar trademark applications,
eince these are not 1dent1cal_trademarks to be
. protected, there could be different o6piniens on
whether such applications are necessary measures
or not. Although this depends on company pelicy,
there is no necessity to continuously £ile
applications for all variations and combinations,
and the necessary application would be limited
according to the value of the trademark. '
‘Note that the subject of the above conesideration
is limited to mainly company brand names and/or
names which correspond te them. Applications to
protect important trademarks which are related to
“individual products should be strictly limited

only to the extent to which there is a possibility -

of confusion of the specified product/servige.

IV. afterword - . _
As can be understood from the responses to the questionnaire
- from varicus companies within Japan, the business people

responsible w;thin companies judge exercise of rights-from oo

ARy viewpcints Naturally, although there portions in which
_qifferences in responses occur depending on the type of
- business or scale of buginess of the member companies, it

should be strictly taken as total cverall tendencies. '
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- Accompanying the increase in the’ gpeed of information

transm;ss;on. the scale of world trade, and’ complexity, a

‘further increasa in dntellectual property ‘disputes is
1forecast, but it cannot:be said that resolutlon of such

dzsputes by legal harmonization is sufficient. The purposes

of harmon;zatzon can- be achieved .only to ‘the ‘extent of )
_efforts which are made towards mutual understandzng of the

customs and national <haracters ‘born- of the historical

"background and environment ‘of each’ country Depending on the -

condition of the documentation, there may be portions where

"analysis is -dnsufficient or word:ng 'is inSuffxciant.'

therefore take thzs into. cons;deration conoern:ng the result
tablel of the questionnaare PR

181




Elmeats consldered when takine setian * Please rsef, table
axtent of dannge T TR LR D Ty TV T TP pomanciamT: al
nalignancy na— e
importance of M Ve P e PTERRra oy  o EWN STTER T = = -
i relationship [ el
; condition of use AR ST S e s
w license | T———] ) . Lligmer
J (241 — R _ i ' ﬁmm
! past action | -] N : ' - S Nt
{ good name — . ) r=~="r‘
5 ' -10 o 20 %0 w0 w6 70
&pponent . . Relationship with the opposing party *Please ral, tablie 2
' competiter - =
reletionship | I
buyer [
customer
no deslings . T ST ) AR e aee D
' lerge company
sediua-small compeny _
large acale compeny - Dhard
T specislist(company) | miepin
T™ specialista(person)
acquaintance Bessier
forsign corp. ) o — . - :
% 4 ® 2 0 0 8 2 w40

* Pleass ref. tabis 2

_ no nwcestary
.- ‘hesicate{afrer 3y)
assert (within 3y}
“sole right

wukk assert

not ssasct in gensral

7 Mcome under

oppotunity of licenss . iy ] i . .
' o s U T s % %
Roceiving infringsment potice . .- . *Pleass rof. tabled

confira TH
M condition

canc_c!.ht fon trial

= gheok-to-others”

sttack to ocher T
Hcome under

cheok to other IP

- retationship
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not damages

. Oral sotlceof infriagument ' wplonieier tablef

- comon,

- light

' ";'éét;ﬁiﬁtnnce "
"dealing .

| quxckly '

et L - N

no record

| *Plemareftable61

Ecowe under -

S0 5100 20 B 80

depends  @essetial Qpreferable. .

: eovioviljwichs)

e

s e " * Please ot table 63
_ .opposing party's dewmand N

adnis stock

" lieenss

. .Ao public

Dunaceept Idtb_mh :_pic_eop:' L
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Questionnairs - Trademark Infringement

LEi idesed when tking ac

(©: particular attention, O: suention, X : ignor)

* Other opimon. .
« No change due to opposing party, but would conslder the abcwe items,
= Would consider the gbove but not essential.

. SR 7 Tabled
Extent of damage ' - 1 50 112
Melignancy . | 22 u 4
mlﬁ ce of T™M - e o 56 -] 14 - Q-
Rmtoninmw R I 7] 2
Use of the TM by your company : ‘ 35 34 (¥
ies 7 140 1 8
[ 42 3
Action taken in precedentcase : - - 10 8 1 9
Company's good name S - S S S P
« Scale of opposing pasty's.
« Dilution.
: « All subjects are of consideration.
- I Relaionship with the opposing party
Will your action difter according to yur selationship with the opposing party?
54 R 2
In the case of O, o
whxch elements have pmucnlar sffect? - . : . :
(O: easier 10 asser:right. x' hard toassent right, &: depenmng on case, bm has la:ge effec:)
Table 2
=
. .. =X A X
sing party is competitor (same. business). 5 {120 2
Have cooperative business relationship 21 181 29k
. Opposing party is your company's customer 0 { 12 ] 35
Your company is opposing party’s castomer 1¢ 13 -7
No dealings as 2 0
o -Opposing party is large company 14 110:] 10
- ggggs ng party is medium-small company 10 ity 2 |
: Opposing party is large scale company 0 61 37
|___Opposing party has detailed knowledge of TM 9 15 3
TM spacialists in opposing party's CoOmpany i0 10 0O
Acquaintance with the y: Osing party's Derson in chargs of TM 7 19 3
e 0a i ] 7 1 20 | ) o

*» Would assert right if opposing party were down-the—hna manufacturer, .. o

- » Would assert severely if it was dead copy, repeated infringement, eic.
-Inmecaseofum:rusc.wnuldnothmmwwexerwe L
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TH. Non-Use Trademerk (Except TM used in past/used in other elass)
‘Whai do you thing of psserung your right besed on a non-use TM?

e

Table3

- - o
Essentially no damage, therefore no necessity ' 16
hagitate in faar of cancellation trial {TMs 3 years after registrationy =~~~ = 28 §°
wouid consider when within 3 vears from registration L . 33
holder of TM has sole right to use, Will sssertright A2 F
. reg:stered the TM with 2 plan to use in future, Will assert right 2¢ {0
| when not in use in, , should not assert right, Cnly used TMs have value in Erotecnng ' o

* Other opimon- o o ' )
« would assert right if there is intent-to-use and within 3 years of rcglsu-auon. -
« Possibility of an assignment :s higher than license. PR
» Licensa/assignment (0 spx. recover the application costs (not considered a3 an assert), v
» Would decide by possibility of the T™M bemg cancelied, size of damage, emount eic., but ncccssuy
“for asserting right is lower.

.. 1V, Recgiving infringment notice
‘What checks would you make?

' Table 4

- §{___confirm opposing verty’s effective TM
investigate TM's condition of use by opposing pasty

70
75
consider lack-of-use cancellation trisl, invalidation trial. 48 ,
__check opposing party's infringements on your TMs 27 & -
consider attacking other TMs owned by opposing party. I 5 -
check whether thers are other 1P disputes betwesn two companies I
| __Lookfor busmess relatmnsh: D T

betweenlwn companies .

* Other opmlon. '
» seek possibility of amicable resolunnn through top-level relauonshlps :
- = check business conditions and content of opposing party (especially unknown cnmpany)
« check whether 'I'M:s used as wmmon enn or product display termmo!ogy

- Y.Q:al.nnmunmnzmsm

Have you ever given an oral _np_tic'e? '

' " In whatcases S
" Teble S -

'ms_

oral notices common among your companie’s Business fic!d
. {l—_dexree of infringement i light,
- |L___acquaintance with opposing party's person in charge of TMs
. have dealings with the opposing party. L

‘ ‘To solve the case more gquickly
e HOLED leave gny record.

[|'ff 1 ’ﬁi
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THANK YOU FOR YOUR COQPERATION

* Other opinion:
» To sez oposing party’s reaction befors delivering wrilten notification,
» Policy is {0 give written notice.

V1. Concluding the case

In order to conclude a case, what conditions are required? (other than fermination of mfnngemem action)
(O :essential, O depending oncase, A: Preferable)

] A

Retrieval/disposal of infringing article 34 121 | 8

Retrie sal of docnments such as manuals ete. 18 127 115

F‘ Remieval/disposal of sales mbhcauons such a5 cmalogg "1 26 {27 9

: Payment of damage compensation . 5 §133 123
Require published apology ' " 5 115 133 .
| guirc gn‘or toncent j - 15 124 117 h

-omuopxmon ' AR S

© Docunents recording the intent of habxlzty for the mfrmgemem
' © Submission of document stating never 1o re-infringe.
_ © Conclusion of agresment or submission of writien oath recording necessary content
© Manufacture information (when opposing party is sales company and is not the manufacturer)
O Agres 1o damage compensation in cases of future infringement
O The schedule concerning withdraw, etc,
Wil! you accept any of the following conditions?

(x : unacceptable , A : acceptable depending on case, O : easily acceptable

Table 7
. x A [
admit stock 15)1 504 2
license 741551 4
. {L__._not to require damages a1 45t ¢
(LBt to publicize 10 others 4 ! 45

* Qther opinion:
A On cases based on unsuilable instructions from subsidiaries or the ccmpany, We wﬂl admit dxsposal

of stock/renouncement of damage compensation.
- . A Retrieval of infringing articles already on the market

vn.xmmmummmmm |
" Does your company produce or seil goods for the consuming public? .

siness ry ca cnon | AUID. ] FOoaF | ] S6rvice |
| Metals Machines | motive : SR P .
umheroreompanm — or Er & Sy — e ——— T '
" Cenent LNS' [ y % 3 ry -
* | Produets i T -5 T

‘Respondents: Japaness PIPA Members (71)
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(7) Abstract:

There is no questlon under the “Patent Exhaustion"

7theory that any patented products sold by its patent owner

do not raise any patent infringement issues when such
products are once put on market by the patent owner. The
theory can be applicable to any products sold by licensee
who obtains license from the patent owner. But, under the.

present trend of pro-patent, there are some cases in wh;ch a__
- patent owner enforces its patent against several accused

infringers on each stage such as manufacturer, dealer or

'users, based on a same patent.
: We study in this paper some aspects of these trend- 1n
terms of "Patent Exhaustion" theory. _ e

PATENT EX?AUS?,ION.AND. LICENSE AGREEMENT

I. INTRODUCTION

_ Under the present trend that the zntellectual property .
right. is regarded as 1mportant, an_aggressive utilization qf-
‘patent right is generalized as a means to proceed the .

business more advantageously.
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Under “such circumstances, it seems that there is a move-
'ment.byca‘patent_cwner,_who believes to have found some high -
value on a specific patent, to enforce its right more effec-
tively by asserting its right to several accused infringers
in different stages of distribution such as manufacturer,
dealer, retailer or user on a same product. o
| However, in case the enforcements of rlght are made
against such plural accused infringers on a same product or
the duplicated enforcements of rlght are made by u51ng
categor;cal dlfference, 1t may he related to so—called ‘

) "Patent Exhaustlon“i?" o r‘ L .‘ L

Accordlngly,-we would: llke to summarlze the bas;c theory
of "Patent Exhaustion", con51der1ng various nresumed tvoes '
_ of "the exercise of patent right" and to investigate. 1nto ;
the claims of patent owners and of defendants for your '
reference. . : : : P _

Recently, 3ur1&1ca1 declslons w1th respect to the
"Patent Exhaustion" have been rendered in the U.S.A. The
"Patent Exhaustion" in a domestic market, in which the goods
under patent are distributed in the same domestic- market,
will be specrally focussed on 1n thls paper. N
| 2. PATENT EXHAUSTION AND ITS ‘CASE IN JAPAN AND IN THE

‘U.S.A. - _

2-1: Patent Exhaustzon 1n Japan

"~(1) "Independency of 1nfr1ngement act" and “Patent
Exhaustion" - ' ' i _ S o

' We explain you a relatiOnsbetween FIndependency:offa'”":'

infringement act" (to make, to use,to sell, to lease, to

.exhibit, to import etc) and "Patent Exhaustlon“ as follows;

"Independency of 1nfr1ngement act" is a principle that N

~each act such as" manufacture, use;, ‘sale,” 1ease,

exhlbzt €
1mpert constitute 1ndependent 1nfr1ngement. For 1nstance,
_an act by A as a busrness to make a patented goods xllegally:

"is itself an’ act of infringement, regardless whether or not

the goods are sold. In the case when B purchases the gocds B
from A, and B sells them commercially to C, and'C uses it,
an act to make the goods by A, an act to sell the goods by
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B, an act .to use the goods by C, oonst:.tute independently an
1nfr1ngement on the patent r:.ght. :

A has no patent licens_e .

Tomanufa- | Tosellthe ~To use the

cture the patented goods NROEEE patented goods
patentedgoods | . | asa business o |esa bus:ness
asa busmess S 1

EachactofA.B.and C. constltues mdependently an
mfrmgement of the patent nght '

"Patent Exhaust:.on" is a theory to explaln the
exceptlonal case from the above mentloned "Independency of

infringement act", and means that a person, who bought the
_ P

patented goods from its patent owner or J.J.censee, does. not

infringe the right, even if he uses or resells the same.

In brief, once the patented goods have been sold legally

"~ by ‘the patent owner or its licensee, s_uch_patented goods are

freed from the patent right according to the “Patent

| Exhaustion"., -

2,2: Ca'ses on "Patent Exhaustion" in Japan

(1) The case of automatic pin setter for bowl:.ng (Dec:.s:.on
by Osaka Dlstrlct Court on 9 June 1969) '

By this court dec:.s:.on, ' "Patent Exhanstlon" was

_.accepted. The. .case. itself renders- a- Judgment that the legal
~ sale abroad of the patented goods does not. constltute the

exhaustion of domestzc patent in Japan. however,the "Patent
Exhaustion" caused by an domestic act is admltted as a.

' proper one.

The outline of this case is as follows;
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. The plalntlff XA Natlonallty. U S.B., “the manufacturer
and the seller of the bowling equlpment, ‘the’ patent owner)
has the patent right in Japan and in Australia, as to the
invention regarding "automatic pin setter for bowlrng“
while the defendant Y ( Nationality: Japan, ‘the owner of a
‘bowling alley) imported the used equipment from Australia
~ via Hong-Kong to Japan and commercially used 1t._ The
concerned’ used equlpment is the legal goods utrllzlng
Australlan Patent owned by. X.,, : : e :
The used’ equ1pment was made by sublzcensee B under the pt?f:

' sublzoense granted by licensee A and was gold to C. . The .

-defendant Y obtained the equzpment in Australla 1mported it

~from C via Hong-Kong 1nto Japan. X fllEd a sult that Y's act
- _-1nfr1nges x's patent in Japan. o : '

| Australia (I"’atenjtowner)() | Hong-Keng .lapan (‘Patentlo\fvner.

(litense‘)--&s.u..bli_c.en.se).(sell) '

or)y - (import) '

L Y Y(own use for .

business)

Bccording to the decision: "As the goods was legally
sold in Australra by the sub-llcensee B of X's Australlan
'patent, it 1s adm;tted that the Australran patent has

f’exhausted. But B has:a sub—lrcense Wlthln ‘" terrltory of o
7Austra11a only, and 1t is never admxtted that ‘the said sub-
uulroense wrll cover the grant of sub-llcen91ng rlght to be -
- extended to Japan. |
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The effectiveness of X's Japanese patent right shall
never be affected by the practice of X's Australian patent
right." '

(2) The case of laver pick—up'equipment (The supreme court,
dismissal an appeal, 25 Oct.1994)

This was the case that, due to the reason that an
original.judgment:of Osaka High Court mentioned hereunder
contains no-illegality, an appeal was thus dismissed by the
Supreme Court. Osaka Higthourtfdecided to admit that the
patent owner is entitled to receive the damages from the

- manufacturer (A in the next figure) having manufactured the
~patented. equipment as well as the compensation from the -

seller (B in the next figure) having bought the equipment
from A and sold them to its customers, on the basis of the

-1nfr1ngement on the same patent right. respectlvely. .The

Supreme Court did not say the detailed reason why the appeal

~was to be dismissed and @id not adoptwthe "Patent

Bxhaustion" theory. - : : :
-In the original Judgment, it was dec1ded. as: shown in .

the below-mentioned. figure, -that the damage.susta;ned;by.thef
‘patent owner{calculated on the basis of the profit gained by.

the manufacturer 'A) through an act of manufacture’'and sale .
of the patented equipment by the manufacturer A was to be

‘paid. In addition,. the seller B should pay ‘an . amount

‘correspondlng to the royalty. . . L .
' The case seems to be that the: "Patent Exhaust;on" theory=-

is to be applicable. However, it was so explained and
understood that because the necessary premises'to constitute

the doctrine,_"authorized sale of a patented product” was
not performed at the time of the sale, the theory was. not ST W

""fapplled.(Inventlon. Vo192 MS Kamlya)
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Csue

Sales

*1s compensarlon ‘to’ damage" calculateu on - the baszs of the-f"’

profit gained by A =

*23 royalty &8s’ compensatron to damage sustalned by the
-_patent owner due to B's sales act. s o

However, according to this judgement, ‘the ' "Patent =

' Exhaustion" theory may be applicable only when ‘a patented
~ product is legally bought from the patent owner, and if the
o - license‘was ‘not-obtained by the- manufacture“ ‘at ‘the time of

sale of a patented product, a- person who bOuﬁnt such

-patented product may be brought an actzon under the ¢ivil

- (3) The case of. plastrc door frame- (Nara Dlstrlct Court 28
May 1975-Showa 50 No 287) L T i i

The patent owner - » | The manufacturer A -
| . damages(*1)-
| - —*| The manufacturerB B
— damages(*2) l l l

And suppose if it is possible to bring an ‘action’ under':-7
. the civil law to each infringer,the: manufacturer shall,"
:theoretzcally, bear all of the’ royaltles accrued on every
-steps of d;strzbutzon, whrch 1s not always approprzate. o

This is a case that an act to sell the products obtalnedo”
from llcensee is normally the proper act within scope of a
‘license of utility model, and that the alleged 1nfr1ngement

was therefore rejected.
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license

Right holder of . Normal Licensee
Utility model X~ i (processer B) 1 B :
(Licensor X). - | . o B '
Transfer l  Material
sue . ) Distributor R B | o
—_— | (Material manufac- = e
_‘turerﬁo ) L »
Sales

The case was disputed if, on the premise that B is the
licensee of Utlllty model X, the dlstrzbutor A's. sales act
1nfr1nges the rlght of utzllty model, when A, being the-

_materlal producer, supplles the material to X's licensee B
- and B processes the mater1a1 to complete the llcensed

products for A, and A sells the same as its own products on .

'.the market.

The judge decided that. the sales act of the goods,- whxch

"were legally manufactured by the proper licensee B and

legally transferred to A, was a proper act to be 1ncluded in
a 11cehse oondltrons. ' '

2- 3 Domestlc Exhaust;on Theory 1n the U S A.-

_(1) Patent Exhaustlon ,

‘"Patent Exhaustzon" 1s a theory that an exclus;ve .right

of patent owner has to. be. exhausted at the f:.rst sale of the-

__:patented goods bv the patent owner or its proper licensee. _

-~ Te-is-gald that- the “theory has beeni established to prevent =7
- from a double galnlng by . the patent owner..

The person who bought legally the patented goods, which

.hshould be used only to. utilize for executlon of the patent,

is entltled to use or to resell such goods without any
restrlctlon by ‘the patent owner., The patent owner is not
permltted to make any restrlctlon of the resale prlce.
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{2) Implred Llcense :

In the U.S.A.,there. 1s another concept named: "Implled
License", in addition to the concept of "Patent Exhaustlon"
which is accepted in Japan. N

"Implled License" is the rlght on basis of estoppel,
effecting that. a person,- who- has once granted its property
license, is not permitted to injure the right of licensee by
'nan act to be‘done'later'than;its conclusion date. 1In the

‘case when a person buys the goods to utilize the patented

| combination'prooess from the patent owner, assignee or its .

- licensee, it comes to the guestion if the "Implied License"
-is granted at the same time. In order to impose. an |
Vafflrmatlve existence of "Implied License", it is usually '

necessary ‘to fulfill two condltlons mentroned below,_' e

1) The" sold goods shall not have ”non-lnfrlngement

' usage"(Once the goods ‘are used, they shall automatrcally
1nfr1nge on the patent) '
©2) It is inferred that ‘the lzcense has been granted at 3”
the sale of the goods. = ' c ' :

t,2-4. Precedent of Court Judge regardlng the "Patent A
Exhaustion" = : : o
‘(1) ‘Patent Exhaustion
Adams vs.Burke, 84 US(17 Wall.)463, 21 L. Ed 700(1873)
The patented goods. Coffin Cover _ : )
_plaintiff: A llcensee, who has the’ sales rlght of the' -
_ , patented goods outside Boston. '
- -pefendant: - ‘A person, who has bought the patented goods
SO T from such a person, havxng a sales rlght of
“the same in Boston, and has used the same

undertaker and the goods was used for a
. business purpose. > I . |
 Judgment:  Once the goods was properly manufactured andff
: sold, no- 11m1tatlon should be given to zts o
“use. When the machine or equlpment are _
'sold, which are worthwhile only when they
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are used, it is deemed that the patent owner"
or its assignee have already received a
license fee at the time of their sale, and -
‘have parted from any restriotion'right'of
its use. The goods are“to’be'diStribﬁted““
free from any limitation caused- by any i
exclusive right whatsoever. )
United States vs. Univis Lens Co.,316U S 241,86
L.E4.1408,62 S, Ct.1088{1942) B '
The sales right owner of double focus lens blank is not
entitled to control the selling price of the lens polisher
or of lens distributor. (The-patented-goods-seems to be the

~ double focused lens.) The sale of the goods accepted by- the

patent owner, which is to be used exclusively for the .

practice of ‘the patent, shall cease the exclusivity of the
patent on the concerned goods. There is no other way for '
the double focus lens blank to utlllze it other than to

" make the spectacle by its polishing. .

- Cyrix Corp. vs. Intel Corp.,BZUSPQZG 1890, Eastern '
Dlstrlct of Texas 1/21/1995 - o = _

The ‘"Patent  Exhaustion" 1s?to'preventVfrom“the"double O
gaining by the patent owner, and if a non-infringement use
of the goods licensed by the patent owner could be 1nvented,“:

-~ the theory can not be applled.

Met Coil Systems Corp. vs. Lorners Unlimited Inc. (231
USPQ 474, Fed. Cir.1986)
' Patent: Patent concernlng equlpment and process about

— ;;p;ﬁigsrﬁiizatent;ownEr):W;soldealmaehinemto;forﬁWﬁmetalf;Lawwwwwww
ducts and flange for the: patented'equipﬁent,'and also sold
spec1a1 corner pieces- to be used together w;th the flange._r

Defendant: sold corner pieces.
The " plalnt1ff asserted that the patent 1nfr1ngement was‘ ;

“induced by the ‘sale "of corner pleces by the defendant, ‘but

the District Court judged that the patent owner granted an’
"Implied License" to its customer by selling the forming
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i
|
i
|

machine and that there was no inducement of nor contribution
infringement by the-defendant,&as.no direct infringement
existed. , e
The Federal Clrcult also rendered the decision to
acknowledge the "Implied License". It was necessary to
fulfill two conditipns that the "Implied License" was to be
recognized.
l) The goods sold by the patent owner had-no
application in the non-infringement field. .
- The requlslte was fulfilled concerning the: formlng
machlne. , ' : : : : .
| . 2) The condition of-sale should clearly.indicate-to‘bef,
able to‘induce.that~the.“ImpliedﬁLicense“_hadabeen;granted:xf
.= This requisite was aiso fulfilied. Although the defendant‘mn
was responszble ‘to .prove the matter, -the execution of -the: _
claimed process and the exzstence of the machine only to -**~7
make the claimed productsonuld;have-been_a prima facie to .
‘kick back the burden of proof to the patent owner, who gave:: -
- no contra-evidence .whatsoever. |

The plaintiff asserted that the: second requisite was not -
fulfllled, because ‘the plaintiff advised to the: customers
‘that the corner pieces might not be bought without license, ..
however, the court rejected this assertion due to the fact
that the advice after the sale of.;he.formlng.machlne was’
not acceptable.(If this advice would have been made before

- the sale of the machine, the plalntsz's assert;on mlght
~have been accepted.)

2-5: Burden of proof .as to the First: Sale I
In order that the "Patent Exhaustion" or the "Implred

'_chense“ 13 establrshed, 1t 1s necessary that the flrst -8ale

of the goods has been performed 1egally under a lrcense or-
";an approval by the patent owner. It is 1nconsrstent in the . -nq-j_f
B judges of the U.S. A. which party,:.e the plaintiff or the
! C defendant, shall have the burden of proof to this point..:
B o Bassick Mfg.Co. VS.. Adams Grease Gun Corp.,54F.2d285,12

UPSQ 78(26 Cir.1931),. cert dlsmlssed 286 U.S. 567(1932)
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. "the defendant has the burden of proof to establish an.
1mplled 11cense." 'h
Green vs Electrlc Vacuum c1eaner Co.,132F 2d 312 313,56

USPQ 127(6th C1r 1942) _ T .
"Phere is authorlty for the proposztlon that one who ;

"buys patented articles from a vender who has himself

purchased them from unknown manufacturers, doces not carry

‘the burden of showlng that he is a licensee"

3. CASE sTUDY

'3 1 Enforcement of Patent nghts on. Each Dlstrlbutzonal

Stage on bas;s of leferent Clalms in the Same Category in

‘the Same Patent.

(1) Enforcement on ba51s of the clalms on the components
and on the complete goods.h -

Patentowner

| "Claim:Ai R ClaimB

claim on the 'Cotnpori_éhts_ | “claim on'the comptete it

goods
exercise of the i-ight-\ S exercise of the right -
¥  saleof components v :sale'"of coni'nlete:good's
ComponentsManufac- -—-p Complete Goods Manu-A Tl User
turer_ .| | fecturer . . g o
(L:censee)

It is a. questxon whether or not the patent nght to

'--captnre_complete,goods_haskbeen -exhausted by an authorized
~ act to make and to sell the components by the components
- manufacturer, in case a:patent claim to cover the components -
‘as well as a patent.claim to:-cover the complete goods are

included in the same patent. In other ‘words, whether or not-:
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the" patent owner is able to assert its rlght under the clalm
. on the complete goods, to the complete goods manufacturer. o
Suppose that the components manufacturer is the llcensee_
- who can 1egally practlce 1nventlons in clalm A and B as
well. - . o : S
The .goods sold properly by the components manufacturer
‘are the components covered by the c1a1m A only, and the salep
of the. complete goods covered by the claim B by the same
manufacturer has not yet been done. Because the sale of the
complete goods 1nc1ud1ng such components is f:rstly done by ’
the complete goods manufacturer;’ the patent has not yet been
‘exhausted in connection with the complete goods . clalm B, and_
it is difficult to consider that the patent owner has -
._already ‘received a sufficient remuneratlon for hls/her"
disclosure of the whole invention and for the practlce of
invention done by complete goods manufacturer. _
However, there may be a case that the concerned
‘components alone can not function by itself (e.g., in order.
‘to utilize the components, another element must be added and
the combination of such components and such addltlonal
lement constltute the claim B), where the "Patent L
' Exhaustion" theory mrght be applzcable, therefore, 1t seems
" to be necessary that the content of claims of the patent
right, content of the license agreement, and the“business
structure of the components manufacturer etc shall be.
carefully studied, before the application of the "Patent
- Exhaustion"” theory is decided.
~ In connectron wrth thls case study, there is also a- case
where such patent in which a claim on the complete goods -
'EXlStS, and where a license for the components, which are-
excluslvely used for such complete i

“fcontrlbutory 1nfr1ngement may‘occur) granted to ‘such”
' manufacturer, who manufactures and sells the same to the

this case, an o

complete goods manufacturer. It is the question whether the '

patent right can be enforced on this completé goods

""manufacturer, but before the decision is made,it should-5e~““*’

also necessary to study on each case so. carefully as the o
case . of the foregolng example. : 3 : L

198 -




{2) The Referential Precedent in the U.S.A.~
"Cyrix Corp. vs. Intel Corp."
(32 USPQ 24 1890, Eastern District of Texas 1/21/19894)
The patent (owned by Intel Corp.) disputed by the suit
concerns about a memory control system of CPU,in which the
claim 1 covers CPU itself and the claims 2 and 6 cover the
'combznatlons of the said CPD and an outside- memory.» v
Cyrlx had manufactured CPU for its own use by Texas

. Instruments Inc. ("TI") and SGS Thomson Inc., who are the |
~ authorized 11°ensee5 of Intel, and since Intel was mot

entitled to sue Cyrzx directly (see next Sect;on 3-2),‘_ : f

issued warning lette:s to Cyrix's users 1¢k= Compaq etc.
~stating probable patent infringement due to its claims 2 and

6 of the patent. Against this action, Cyrix asked a

-[declaratory Judgment of non-infringement, due to the fact .

that the concerned patent right has been exhausted through

the manufacture under the proper license agreement.

. The court decided clearly that the agreement between - .
Intel and TI is not extended to TI's customer(in this case

Cyrix) with respect to Intel's claim on the system, however,

because CPU (in this case, the CPU infringing the ¢claim 1. of .
Intel's patent) itself does not function without an outside
memory, the court rendered the judgment that the .claims 2-
and 6 have been exhausted. -

- 3-2: To have manufactured the Patented_?roducts;to-the."

Proper Licensee,Hhaving-the;Right_to_nake‘and to Sell the

- same., - .

For 1nstance, in the field of computer or semi-

conductor, the designs of products is done by its own hand, B

“'while their manufacture are sub-contracted to such
; entgrprise having manufacturing technology and necessary -
equipments. And thezxe is.such‘a_case, that the enterprise, .

being sub-contracted in manufacturing, has concluded a
license agreement with the patent owner in guestion. .-

That'is_to~say, as shown in following figure, the patent

owner(X) exercised its right on the alleged infringer(Y),
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while the alleged infringer(¥) sub-contracted the
manufacturer(Z), who received the license from the patent
owner(X} ‘ )

Pate'r_i_t_o‘vvheﬁr' (X) _,
-t
#{I;eged Infringer [ ,| Manufacturer(z)

="s"ub-"coﬁt'r_act‘to rn'ahu—factufe" S

In such a case, it is a- quest;on whether the patent
:rlght of "its holder(X) has been exhausted or not, by the

manufacture and sale'of the goods for- the alleged 1nfrznger |

(Y) by the manufacturer(Z), who is the 11censee of the
patent -owner (X).. ' o ' o '
In this’ COnnectxon, the following decisions have been
recently rendéred ‘in the U.S. A., but there was not any
related:cases in Japan.l'”‘ o ' ; E '

(1) Intel~Corp;"v$;hULSI‘Systemszechnology Inc.’

~ In this case, ULSI System had manufactured the semi-
conductor chips designed by 1ts own by Hewlette-Packard, '
being the licensee of 'Intel. v | ' |

_ Intel ‘and Bewlette-Packard have made a very broad cross-
ﬂ license agreement, by which all of patents including their ~*°

future applications up to the year 2000 have been and w111
be mutually llcensed.----“‘ i SRR R

“Intel asserted that an act on_mbyua

sale of geods; however, the court judge decided that the o
concerned license agreement did not ‘prohibit Hewlette- ~
Packard from-supplylng-the manufactured goods, and that an -
act ‘done by Hewlette-Packard constituted the first sale of
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the goods, consequently Intel's patent rlght had been
exhausted.

(2) Cyrix Corp. vs. Intel Corp.
' In this case, Cyrix designed the semi-conductor'chips
and had manufactured the chlps by SGS-Thomson, belng Intel'

lzcensee.

' The court judge decided that because 2ll of right on the"
manufactured goods were possessed by SGS-Thomson until such
time when the goods were delivered to Cyr;x, the patent N
right was exhausted by ‘the transfer of the goods to 0yr1x."'

(3)'Inte1'00rp;7vs; Atmel

In this case, Atmel designed the'Semi-conductot'chips”
and had manufactured the chlps by Sanyo, belng ‘Intel's
licensee. : T :

Contrary to the judges of the precedlng cases, the court"
decided this time that because Sanyo was permltted to sell
its own products only according to ‘the Agreement between f'u
Intel and. Sanyo, Intel was entitled to enfcrce 1ts rlght cn b

_Atmel.

. 3-3:; Invention of Process and "Patent Exhaustion"

Because the process itself can not be sold as the

- trading goods, "Patent Exhaustion" theory can not be applied
to the process patent. The "Patent Exhaustion"” concerns when
the process patent exists together w1th the patent on the

equlpment to’ perform such process.
The key p01nts accordlng to each case 1s descrlbed
below-- I R ‘ '

(1) The case that the patent owner retains the patent r:ght ;'
of the process as well as the r;ght on the equlpment to_ S

-3carry out the process.

“The process can be’ carried out ‘only with the equlpment
and the equipment is used for the sald process only. ' .
Patent: Process + Equlpment o
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. Process. poss;ble to carry out only with the . -
'sald equlpment L
Equipment = can be used only for carryrng out
the said process : : ,

In this case, there is no dlfference with such case when
the patent right exists on the equipment only. The patent
exhausts when the equipment is sold. Because it is deemed.
that the implied license on the process has been granted at
-the.,ft_'-_ime When the, sduippent is.,._. ks_°1,.d.‘ -.Py ‘the patent owner.

(2) The case that the patent owner retalns the patent rlght
of the process as well as the right on the equipment,
however, the process can be carried out with othef equlpment
'not covered by the patent. . . . . :
' Patent: Process . + Equlpment
| Process = can be carried out w1th other
. equipment - . : e e :
Also in this case,. the patent rzght is exhausted when
 the equ;pment is sold. However, the purchaser of the - :
'equlpment is, not entltled to. carry out the. patented process L
with other equlpment.
| If the process is carried out with other equipment, the
.corresponding, llcense agreement must be concluded with the
- patent owner._

_4 concwsrou - o o T,
_ In thls paper, we have studled the "Patent Exhaust;on“.
'_theory, con31der1ng varlous cases of enforcement of the
patent rlght. S ' . —

The "Patent Exhaustlon" provrdes the llmltatlon w1th

respect to an enforcement of patent rxght, on one hand; 1ni_““f

"vzew of effectlve utlllzatlon of the patent in the
' lzcensrng by the patent owner, and on the other hand, in -
view of 1mp1ementatlon of the smooth business activities. of
the purchaser of the patented goods.or of the licensee. -

" In so far as the patent system is to contribute to the
industrial development, excessive enforcement of the patent

202




right'does not meet the spirit of the patent system, and
from the requirement of the proper protection of the

invention, it shall be assured that the patent owner can
enjoy sufficient remuneration from those who will utilize

and carry out his pateant.

The issue of "Patent Exhaustion" is to be settled in

-balance of such requirements of both sides.

Recently in Japan, Tokyo High Court rendered the

‘judgment about an international exhaustion of the patent
‘right, and this problem became a matter of concern together

with the problem of parallel import.
The further development is hlghly worth not1c1ng.
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1995 U.S. Antitrust Guidelines
for the Licensmg of Intellectual Property

Donald L. Corneglio
__The Upjohn Company |

: Introductlon.
On April 6, 1995, the U.S. Department of Jushce and the Federal Trade [ _
Commission 1ssued a new set of guidelines for the hcensmg of intellectual
property. These Guidelines state the antitrust enforcement policy of the U. S
Department of Justice and the Federal Trade Commission (Agencies) with
respect to ‘the licensing patents, copyrights, trade secrets and know-how. Th.ls_ .
paper is a condensation of those published gmdehnes Readers are strongly

~ cautioned that these are only guidelines to assist in predicting whether the -

Agencies will challenge an intellectual property hcensmg arrangement as

A A

-anticompetitive; however, as ‘the Agencies stated in their pubhcauon, each cése -

- will be eva.luated in llght of ltS own facts and arcumstanoes L

The mtellectual property laws and the antitrust laws share the common
purpose of promoting innovation and enhancing consumer welfare. The

intellectual property laws provide incentives for innovation, dissemination and -

commercialization by establishing enforceable property nghts to the creators
- The antitrust laws promote mnovataon and consumer welfare by proh:bztmg
_anucompehuve acts . , .

General prmclples- SR B - B

- For the purpose of antltrust analys1s the Gmdehnes have three general

_ pnnmples S

_ (1) the Agencies will regard intellectual property as bemg essentza]ly
o oomparable to any other form of property,

(2) the Agencies do not presume that intellectual property creates - _"' -

: arket power in an antlt:rust context; and o

_ ‘(3) the Agencies recognize that mtellectual property hcensmg is S
: generally procompetitive and will allow partles to combine complementa.ry
- factors of produchon o L L _

" The Agenmes w111 applythe same general a.n.txtrust pnnczples to. agreements

" involving intellectual property that they apply to agreements involving any . .
. other form of tangible or intangible property. Except that, it is recogmzed that‘

the procurement of intellectual property can in itself involve fraud and .

inequitable conduct in the Patent and Trademark Office which creates .sp.ec_l_al_
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circumstances and facts for an antitrust analysts ' Enforcement of intellectual
- property known to be invalid or obtained by fraud or inequitable conduct is an
antitrust violation. _

The Agencies recognize that intellectual property law bestows on the owners
_certain rights to exclude others. These rights help the owners to profit from the
- use of their property. However, certain types of conduct may have . -~

antlcompetltwe effects against which the antitrust laws can and do protect

Patent misuse is an antitrust violation and includes knowingly attemptmg to.

broaden the scope of 2 patent's valid claim or demand.mg a royalty beyond the
-patent's expiration. _Thus, mtellectual property is nelther free ﬁ‘om scrunny or

suspect under antatrust laws L _ - S

The Agencies recogmze that tne hcensmg of mteﬂectuai property is oﬁ:en o
_international. Therefore the pnnclples of antitrust analysis described in the -.

Guidelines apply equally to domestic and international licensing arrangements
However, considerations particular to international operations, such as :
jurisdiction and com1ty, may affect enforcement decisions when the -
a.rra.ngement is m an mtemahonal context o :

_ Market power is the ablhty to mamtam proﬁtable pnces above, or output
below, competitive levels for a significant period of time. The Agencies will not

_ presume that a patent, copyright, or trade secret necessarily confer market
‘power. Although the intellectual property right confers the power to exclude

- there will often be sufficient actual or potential close substitutes to prevent the
exercise of market power. If a patent or other form of intellectual property does _

~. confer market power, that market power does not by itself offend the antitrust
laws. Nor does such market power impose on the intellectual property owner -

‘an obligation to license the use of that property to others. As in other antltrust o
- contexts, however, market power could be lllegally acqmred or maintained, or,
" even if lawfully acquired and maintained, can be an antitrust vmlatlon if 1t 1s :

used to harm competmon through unreasonable conduct.

_ Genera]ly, licenses w111 be regarded as procompetitive.. The guidelines .
~ recognize that intellectual property owners may find it more efficient.to .-
~eontract with others to ‘supply, manufactiire, or distribute the mtellectua]
property, or to sell rights to the intellectual property, or to enter into 2 Jomt

- venture arrangement for its development, rather than supplymg these factors -

- _themselves. ‘Thus, hcensmg, cross-licensing, or otherwise transferring -
| mteliectual property can lead to more efficient explo1tat10n of the mtellectual
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property, benefiting consumers through the reduction of costs and the
introduction of new products. Such arrangements also increase the value of

- intellectual property to the developers of the technology by i 1ncreasmg the

expected returns from the intellectual property and creating an incentive for
further innovation and development. . --

The guidelines recognize that licenses nece551tated by unprovement patents -
dominated by the more basic patent are procompetitive because licensing may
promote the coordmated development of technologles that are in a blockmg '
reiatlonshap ' | -

" The gmdehnes also recogmze t.hat licensing restraints can be. procompetltwe

Field-of-use, territories, and other limitations on intellectual property licenses .

" Imay serve procompetitive ends by allowing the licensor to exploit its property

as efficiently and effectively as poss1b1e On the other hand these restraints can

~ give a licensee an incentive to invest in the commercialization and distribution .
- of patented products and to develop additional applications for the licensed
- property. The benefits of licensing restrictions apply to patent, copyright, trade

secret and know-how agreements. However as will be discussed below, -
restraints are the key points of analys1s by the Agencies and must stand the =
test of not being anticompetitive to the extent that they cannot be found to be
reasonably necessary to ach.leve procompet1t1ve eﬁiclenaes o

| Framework for eva.luatmg hcensmg restramts

Rule of Reason

Normally, restraints in intellectual property hcensmg arrangements are

- evaluated under the rule of reason. The Agencies' general approach is to
- inquire whether the restraint is likely to have anticompetitive effects and, if so, -

whether the restraint is reasonably necessary to achieve procompetltlve
benefits that outweigh those anticompetitive eﬂ'ects

- Application of the rule of reason generally requires an inquiry into market

circumstances. If the Agencies conclude that a restraint has no likely o
anticompetitive effects, they will treat it as reasonable, without an elaborate
analysis of market power or the justifications for the restraint. S1m.11arly, ifa

" restraint facially appears to be of a kind that would always or almost. always

tend to reduce output or increase prices the Agencles will cha]lenge the

restra.mt mthout an elaborate ‘analysis of particular market clrcurnstances T

In some cases, the courts have -conclude that a restraint's nature and necessary

 effect are so plainly anticompetitive that it should be treated as unlawful per
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se, without an elaborate inquiry into the restraint's likely competitive effect. -
Among the restraints that have been held per se unlawful are price-fixing,
output restraints, market division among horizontal competltors, and certam
group boycotts and resale price mamtenance Lt e

l?

To determine whether a particular restraint in a licensing arrangement is-
given per se or rule of reason treatment, the Agencies will assess whether the
restraint in questxon can be expected to contribute to an efficiency-enhancing
integration of economic activity. If the type of restraint is one that hasbeen = -
accorded per se treatment, the Agencies will challenge the restraint under the
~_ per se rule. If the restraint has no eiﬁmency—enhanmng effect then the Agencies
- will apply 4 rule of reason analys1s which will require an. -analysis of the o

relevant market and Le partles relatzo..shz » Le, vnrtzcal or ho'azontal '_ e

A hcensmg arrangement has a vert1ca1 oomponent when 1t aﬂ'ects actlvmes
that arein a complementary relationship. For example, the licensor's pnmary .
line of business ‘may be in research and development, and.the licensee's is as a -
manufacturer. Alternatlvely, the licensor may be a component manufacturer- .
‘owning intellectual property rights in & product that the licensee manufactures :
by combining the component with others, or the licensor may manufacture the. -
product and the licensee may operate pnmanly in dzstnbutlon and marketung

Ha.rm to competition from & restraint in a vertacal hcensmg arrangement can a
occur if a hcensmg restraint coordinations entities in a horizontal relatzonslnp

to raise prices or reduce output in a relevant market. For example, if owners of . - -

competing technologles unpose similar restraints on their licensees, the.

licensors may find it easier to coordmate their pricing. The risk of 4

- anticompetitive coordination is increased when the relevant markets are .
- concentrated and difficult to enter. : .

- A relationship between a hcensor and its hcensees is honzontal when they
“would have been actual or likely potential competitors in a. relevant market i m

the absence of the license, When a hcensmg arrangement. affects parties in a -

horizontal relataonsh1p, a restra.mt in that arrangement may increase the r:sk

_of coordinated pricing, output. restrictions, or the acquisition-or-maintenance of -

77" market power. Harm to competition also may occur if the arrangement poses a
. significant risk of retarding or restricting the development of new or xmproved
goods or processes . i e |
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—~-necessary, the-Agencies-will-balance-the procompetitive efficiencies’ andthe
~ anticompetitive effects to determine the probable net effect on competmon m

The Agencies will analyze whether the licensing arrangement may harm
competition among entities in a horizontal relationship at either the level of
the licensor or the licensee, or possibly in another relevant market. Harm to
competltlon from a restraint may occur if it anticompetitively forecloses access
to, or increases competitors':costs of obtaining important inputs, coord.mataons

increases in price or restricts output. A licensing arrangement does not -

foreclose competition merely because some or all ‘of the potential licensees in an

- industry choose to use the same licensed technology to the exclusion of other =

technologies because exclusive use can be the result of a technology havmg the
lowest cost or l:ughest value: = _ .

_L1censmg arrangements raise’ antltrust concerns 1f they are hkely to adversely

affect. -prices; "L&uﬁ‘u‘lsa qua.l..u.tlcn, or vcul.cuca of Euuu:’ and services either -

currently or potentzally available. In such cases, the Agencies will analyze only

' markets related to the final or intermediate goods made using the intellectual - |
property. This analysis may require the delineation of markets for technology -
* or markets for research and development (innovation markets) which means all

close technology or goods that may be substitutes for the product covered by

' the intellectiaal property.: The Agencles will delineate an innovation market

only when the capabilities to engage in the relevant research and development
can be assomated Wlth specmhzed assets or charactenstlcs of SpeClﬁC partles

To 1dentnfy a technologys close subsututes the Agenc:les will 1dent1fy the

~smallest group of technologies and goods over which a hypothetlcal monopolist’ |

of those technologies and goods could exercise control over price;, market share,
competitive intellectual property, competitive goods or close substitutes. '

If a licensing arrangement adversely affects competition to develop new or _
improved goods or processes, the Agencies will analyze such an impact either

‘as a separate competitive effect in relevant goods or technology markets, oras
-a competltlve effectin a separate mnovatxon market.

'L:censmg Restramts A.nalysxs- Eﬁicienczes and Justlﬁcatlons .

If the Agencies conclude that the restraint has, or is likely to have, an
anticompetitive effect, they will consider whether the restraint is reasonably

 necessary to achieve procompetitive efficiencies. If the restraint is reasonably

each relevant market.

The Agencies' comparison of anticompetitive harms and procompetitive
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efficiencies is - a qualitative one. Therefore, as the expected antlcompetmve
effects increase, the Agencles wﬂl reqmre greater ewdence of expected
efficiencies. : o

The e:nstence of practlca.’l and s1gmﬁcant1y less: restnctlve alternatlves w111 also
be evaluated. If it is clear that the parties could have achieved similar - .- = ..~
- efficiencies by means that are significantly less restnctwe, then the .Agenmes
'w111 not gwe we1ght to the partles eﬁmency cla.un T S T
’I‘he duratlon of an antlcompetmve eﬁ'ect is an xmportant factor in determmmg -

- whether it was reasonably necessary to achieve the procompetitive eﬂimency

-The effective duration of a restraint may depend on a number of factors, .
including the option of the affected party to terminate the arrangement .
unilaterally and the presence of contract terms that encourage the hcvnsee t., :
renew a license arrangement. In particular the Agencies will look for sztuatlons
in which the restraint's duratlon clearly exceeds the penod needed to: acl:ueve .
_ the procompetltwe eﬁiclency : o R e

_ Antltrust Safety Zone

The Guidelines have established Safety Zones to prowde owners of mtellectual

property with a degree of certainty for situations that the Agencies will not -

. view as anticompetitive. However licenses outside the Safety Zone:are not:

~ anticompetitive if they can pass the rule of reason test and achieve an

efficiency-enhancing integration of economic activity.. Also, the status of a -

- license falling within a Safety Zone can cha.nge over time because the
determination for inclusion in the Safety Zone is based on the factual
circumstances prevailing at the time of the conduct. ‘

Thus, the first Safety Zone is, absent ext.raordmary mrcumstances, .
~ intellectual property hcensmg arrangement where: . : _

' (1)) the restraint is not facially anticompetitive; and o
(2) the licensor and its licensees collectively account for no more than
- twenty percent (20%) of each relevant market significantly affected by the
restraint. (This safety zone does not- apply to tra.nsfers of mtellectual property
- rights in which case merger analys1s is apphed )

Ifan exaxmnatlon of the eﬂ'ects on competatxon among technologxes orin - S
“research. development is required, and if market.share data are-unavailable-or—

“do not accurately represent competitive significance, the fo]lowmg Safety Zone :

- eriteria will apply: 2

' (1 ) the restraint is not facially anticompetitive; and : _
(2) there are four or more independently controlled technologiesin:. .
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addition to the technologies controlied by the parties to the licensing.
arrangement that may be substitutable for the licensed technology at a
comparable cost to the user or that possess the required specialized assets or -
characteristics and the incentive to engage in research and development of a

¢close substltute

Antitrust Analysis Based on Agreement Type. |

A non-exclusive license of intellectual property that does not contain any .

 restraints on the competitive conduct of the licensor or the licensee generally

does not present antitrust concerns even if the parties.to the license areina -
horizontal relationship, because the non-exclusive license normally does not.
diminish competition. However a non-exclusive license may have the effect of

~ exclusive licensing if it is structured such that the licensor is unlikely to ]Jcense ‘
- others or to practice the technology itself, An example is where the licensee

faced a significant increase in costs if it used unlicensed ‘technology. However, a

- licensing arrangement will not automatically raise these concerns merely . .
‘because a party chooses to deal with a single licensee or hcensor or conﬁnes

his actmty to a single field of use or location.

Generally, an exclusive license: "':_r.ai'ees antitrust concernsonly if the licensees

- themselves, or the licensor and its licensees, are in a horizontal relationship. -
. Examples of exclusive licensing that may glve rise to antitrust concerns mclude '
- cross-hcensmg by parties collectively possessing market power, grantbacks and -
- acquisitions of intellectual property rights. Regardless, Agencies will take into

account procompetitive effects in evaluating the reasonableness of the
arrangement. Therefore, exclusive deal.ings which may restrain the licensee -
from licensing, selling, distributing, or using competing technologies will not be-._ '

. pro forma considered anticompetitive. For example, a licensing arrangement -
~ that prevents the licensee from dealing in other technologles may encourage

the licensee to develop and ma.rket the hcensed technology or specza.hzed

) apphcatxons of that technology

The Agencies will analyze proposed Jomt venture by deﬁmng the relevant

-.mnarkets-and-then identifying-any other entities-that would be actual or hkely
potentlal competitors with the joint venture. This would include firms that

" have the capability and incentive to undertake research and development
. closely related to that of the joint venture, even 1f they are not competltors in e
~ relevant markets for related goods. o e SRR
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Having defined a relevant innovation market, the Agenmes will assess whether
the joint venture is likely to have anticompetitive effects in that market. A~
starting point in this analysis is the degree of concentration in the relevant
market and the market shares of the parties to the joint venture. If, in addition
to the parties to the joint venture (taken collectively), there are at least four
- other independently controlled entities that possess comparable capabilities
and incentives to undertake research and development of the subject product, -
or other products that would be close substitutes, the joint venture ordma.nly
- would be consider by the Agencies to not adversely aﬂ‘ect ccmpetmon m the

: relevant mnovat:on market S

If there are fewer than fou.r other mdependently controlled entmes, the
Agencies would consider whether the joint venture have an incentive and

. ability to reduce investment in or retard the pace or scope of research and
development efforts. If the joint venture creates a significant risk of
-anticompetitive effects in the innovation market, the Agencies would proceed to :
‘consider efficiency justifications for the venture, such as the potential for. -
. combining complementary research and development assets in such a way as to
make successful innovation more hkely or to ach.leve cost reductmns in "~
research and development.

The Agencies would also assess the likelihood that the joint venture would
adversely affect competition in other relevant markets. The Agencies would
examine whether the joint venture imposed collateral restraints that Imght L
significantly restrict competition among the joint- venturers in the relevant
‘marketplace, and whether such restramts ‘were reasonably necessa.ry to aclneve_ -
any. eﬂ”it:lencles : o

- A tying or tie-in or tied sale arrangement is deﬁned as an agreement where
' one party agrees to sell one product on the condition that the buyer alse ™ =
-~ purchases a different (or tied) product, or that the buyer agrees to not purchase

the tied product from any other supplier. (Kodak aftermarket antitrust =~

' situation Eastman Kodak Co. v. ImageTechnical Services, Inc,, 112 S. Ct. 20;72 C

- 2079 (1992)). Conditioning the ability of a licensee to license one or more items -
- of intellectual property on the licensee's purchase of another item of intellectual

o property or a gccd ora service hag been held in some cases to constitute illegal

However; such arra.ﬁgements can also result in s1g'niﬁc'ant efficiencies and

procompetitive benefits. Therefore, Agencies will consider both the o
anticompetitive effects and the efficiencies attributable to a tie-in, The Agencies
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would be likely to challenge a tying arrangement if: (1) the seller has market
power in the tying product, (2) the arrangement has an adverse effect on
competition in the relevant market for the tied product, and (3) efficiency
justifications for the arrangement do not outweigh the anticompetitive effects.

. _Exclusive dealing occurs when a license prevents the licensee from 'hcensu;ig, B

selling, distributing, or using competing technologies. Exclusive dealing
arrangements are evaluated under the rule of reason. In deternumng whether

.~ an exclusive dealing arrangement is likely to reduce competition in & relevant

market, the Agencies will take into account the extent to which the

arrangement:
(1) promotes the explmtatmn and development of the hcensor'

- technology; and -

/(2) anticompetitively forecloses the explmtatlon and development of or

- otherwise constra.ms competltlon among, competing technologies.

" The likelihood that excluswe dealing may have anticompetitive effects is
related, inter alia, to the degree of foreclosure in the relevant market, the
duration of the exclusive dealing arrangement, and other characteristics of the . .
input and output markets, such as concentration, dzfﬁculty of entry, and the
responsweness of snpply and demand to changes in pnce m the relevant
markets. -

Cross-hcensmg and pooling arrangements are agreements between two or more

owners of different items of intellectual property to license one another or third

- parties. These arrangements are procompetitive when they integrate = . . -
' complementary technologies, reduce transaction costs, clear blocking pos1t10ns, _
-and avoid costly infringement or mterference ht:gauon ‘On the other hand they

are anticompetitive when they cause collective price or output restraints which

‘does not contribute to any efficiency-enhancing integration of economic activity

among the participants. Also, they can be anticompetitive if they are between .

 horizontal competitors where the result of the settlement is to diminish .

competition among potential competitors. In the absence of offsetting

 efficiencies, such settlements may be challenged as unlawful restraints of.

e e e

Pooling arrangements genera]ly need not be open to all who would hke to join. I_

However, exclusion from cross-licensing and pooling arrangements among

* parties that collectively possess market power can harm: competition. In

general, exclusion from a pooling or cross-licensing arrangement among
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competmg tedmolog'les is unlikely to have antlcompeutxve effects unless: . -
(1) excluded firms cannot effectively compete in the relevant market for-
‘the good incorporating the licensed technologies; and - :
~.(2) the pool participants collectively possess market power in the
relevant market.
If these circumstances exist, the Agencies will assess the net effect of those

' hrmtatnons in the relevant market

.A.nother poss1ble anticompetmve eﬁ'ect of poohng arrangements may oceur 1f

~ the arrangement deters or discourages participants from engagmg in research '

and development thus retardmg innovation.
.. A grantback is an arrangement under which a licensee agrees to extend to the
 licensor of intellectual property the right to use the licensee's improvements to

. the licensed technology. A grantback provision will be analyzed under the rule .

of reason, with emphasize on the licensor's market power in a relevant

technology or innovation market and the licensees’ mcentwes to mvest in. o

improving the hcensed technology

B Grantbacks have procompentlve effects. if such arrangements prov:de a means
for the licensee and licensor to share risks and rewards, promote innovation by

the licensee and the licensor by making possible further innovation based on or

informed by the subsequent licensing of the results of-the innovation.
Grantbacks adversely affect competatlon, if they substantially reduce the . ..

licensee's incentives to engage in research and development and thereby llm1t -

) nvalry in mnovatlon markets

'A non—excluswe grantback allows the licensee to practlce its technology and
- license it to others. Compared with an exclusive grantback, a non-exclusive:

- grantback leaves the licensee free to license 1mprovements technology to others

and is less llkely to have antlcompetltlve eﬁ'ects

. The Agencnes w111 apply a merger analysis to an outnght sale by an rntellectual _.

property owner of all of its rights to that intellectual property and to a

~ transaction in ‘which ‘a person obtains through grant, sales, or other transfer an :
....eXclusive.license for intellectual- property (1:e:;-a-license-that precludes all other
- persons, including the licensor, from using the licensed intellectual property).

Such transactions will be assessed under Section 7 of the Clayton Act, Sectxons
I and II of the Sherman Act and Section 5 of the Federal Trade Comrmssuon
Act (see, Antxtrust Law Summary, below) -
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Antitrust Law Summary

The Sherman Act (15 U.S.C. 1 et.seq.) passed in 1890
Se_ction I: Every contract, combination in the form of trust or otherwise,
or conspiracy, in restraint of trade or commerce among the several states, or
wit foreign nations, is hereby declared illegal. :
Section II: Every person who shall monopolize, or attempt to monopolize,

- combine or conspire with any other person or persons, to monopolize any part
~.of the trade or commerce among the several states, or with foreign nations
“shall be guilty of a felony.

The Clayton Act (15 U.S.C. 12 et. seq.) passed in 1914 '
Outlaws agreements for the sale of goods which would substantially

~lessen competfuon or tend to create a monopoly in any line of commerce. ’“h_e '_

Act identifies various act which are per se illegal such as tying different

B products together, vertical price restraints or resale price maintenance and
. other practices which may be suspect to lessening competmon

Section 3: unlawful to make agreements fixing prices or exclusive
dealings that will tend to substantially lessen competition or create a

-monopoly.

Section 7: unlawful to- acquire stock or assets of a company to create a

 monopoly, i.e., mergers. This is further covered by the 1976 Hart Scott-Rodmo
Antitrust Improvement Act). '

Federal Trade Commission Act (15 U. S C. 41 et seq) passed in 1914
prohibits unfair methods of competition and commerce and unfair or

: deceptive acts or practices in commerce. Also, empowered the Federal Trade

Commission to enforce the Clayton Act with the Department of Justice.

: 'Bobinson-Patlhan Act (15 U.S.C. 13 et. seq.) passed in 1936 |

Amended the Clayton Act Section 2 regarding price discrimination

_ 'proﬁdlng that price discrimination occurs when a s'eller, selling substantaally
‘similar goods, to different purchasers at different prices - where the effect isto
lessen competition or create a monopoly. _ : )

ANTITRUST ATTORNEY'S MOTTO: "LAW AND GOOD, SOUND BUSINESS JUDGEMENT RUN PARALLEL ."
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6. _ Abstract

ThlS paper_is a review .of issues concerned with the involvement of- hcens:ng of

- __:nte_llgctual property rights in the -creatlo__n of joint ventures in the Peoples' Republic

of China (“PRC"}, and more particularly with joint ventures involving technologies of

' ~_both the Chinese and the foreign parties. Other ‘intellectual property issues may

involve the use of the foreign. partners’ trademarks (and the associated quality

technology transfer. With joint ventures, (unlike solely technology transfer situations),

the foreign party is a part owner and therefore has a long term commitment. Both the

 licensing - issues). Copyright I_:ge;omes- important - if software is-a portion of the

_Chlnese and forelgn parties have the common _goal. of |mprovmg products WIth the _' —

'7 7 :nﬂux of foreagn advanced technology as soon as possible: However, it should be

recognized that in the long run the joint venture may require additional training and

. assistance and further technology. transfers from.the foreign party to achieve and

_¢ontinue ~in the . future  with. a desired level of . product performance.
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Alnmd_ucu.en

A joint venture is a process by whlch foreign parties can enter into a business
association in the Peoples' Republic of China in which their total investment can be

- reduced by an investment by a Chmese partner, wh:le at the same tu'ne acquiring the e
added value of the Chinese party 3 knowledge of doing business in the PRC along N X T
with the equally important knowledge of various ministry requirements, which .

" combination can enhance the likelihood of a success. in certain technologies, due to

PRC regulations, it is only through the creatio_n_'o‘f joint ventures or byll‘tECh!_'lOIOgy. .

- transfers can foreign parties continue to effecti\rely do business In the PRC. For
‘example, in the telephone exchange technology (central offices and private branch

- exchanges), pursuant to Article 2 of the State Council Notice, the PRC government

closely controls the authorization of and limits the number of telephone exchange

joint ventures and/or technology transfers that can be made in the PRC. Once all

such busmess arrangements are complete it is understood that tefephone exchange
‘product imports are to be drscouraged except through the existing - forergn joint

venture partners or technology transferors.

Most PRC joint ventures involve the int_rodu.ct_ion of new products 'int.o t.he. PRC. On

- the ‘other hand, some ‘PRC joint ventures involve the Improvement of ‘existing PRC
* products by updating such prodtrcts. with the use of foréignéd\_ranced technology. In
-~ “the latter situation. the intellectual property rights issues become m_ore'comp_lex. The
joint venture will be required to obtain technology from two sotrrces;'i.e.",.'the present
-PRC technology of the Chinese party-and the. adt?anCéd techinology from the foreign
'party The purpose of this paper. is to concentrate on- the mteliectual property

. Jicensing issues involved in the latter type of jomt venture.

- . For the purpose of this papera hypotheticalisi'tuetion-wil! be conéidered in which a -

© . joint venture is to be created mcludmg a Chinése party (Beurng COmrnumcatlons

.-~Company)which has an’ existing business and technology that will be merged into

: ‘z-.:._the;:.jornt ‘venture” with- a more advanced ‘technology of a foreign party - (Ajax
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A Of'

Communications Corporation). Further, it is understood that, m order to achieve an
umnterrupted fiow of business from the creation of the Jomt venture the joint
venture would be required to continue to manufacture and sail the Chmese party's

'products while updating such products with the foreign party’s technology over a

'perrod of time. It can be further assumed that the forelgn party's more advanced
o product is d:gital and mvolves software Fma!ly, it can also be assumed that the
- foreign’ party s trademarks (AJAX and ADVANCED) are necessary mgredlents needed

' to successfully penetrate the Chinese market. -

) order to be able to transfer technoiogy as part of the mvestment in PRC joint

: venture the technology must meet one of the follow:ng conditions:

a. capable of manufactur:ng new products urgently needed in China
products suitab[e_for__exp_ort; _

b, capable of markedly improving the performance quality of existing
products and raising productivity;

Geoel "‘capabie‘of-notab!e savings in new miaterial, fuel or power.
2. A. ticte ﬁl‘.E'aLagrap' h4 EQrgﬂ '|g- g. !n. vestment Regulations:

The value of the technology transfer of the Chinese party and the foreign party can
be used as part of the contribution by the parties to registered capital of the

'company However pursuant to the Forelgn Investment. Regulatlons it should be

" noted that the total value of the technology transfer (intangible assets} of a foreign

investment enterpr:se an equity joint venture, a corporation joint venture, or a

~ - wholly foreign-owned enterprise} of all parties cannot exceed twenty (20%) percent

of the total registered capital. Hence, there is a limit that can be assigned to the value

theteChnOfogthat!SIObecontrlbutedasregtsteredcapltal RS ———
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" _‘ Someof the orovisi_on_s of Chapter \_/!l:are as follows:

4 The technology acqurred by the jomt venture shall be approprrate and
" advanced for products to d|5play consprcuous socral econornrc results

domestlcally or to be competlt:ve on the Internatronal market
"~ b. Technology transfer ag‘reernents shall comply with the fol'loif.rl'hig stipulations: -

i. Expenses for the use of technology shall'be fair and 're'asonable;
payments are generally made in royalties, calculated on the basis-of net
sales of the products; N . ' ) | '
" ii.'"'“The technology shall not put any restnct:ons on the quantlty, prrce or

' reglon of sale of the products

iii. Theterm fora tec:hnology transfer agreement is generally no longer than

“ten (10) years;

Jiv. After the expiration of a technology transfer agreement, the joint venture .

shall have the i ght to use the technology contmuously,

~v. Conditions for mutual exchange of information on improvements shall

Ibe reciprocal; '

“'Vii The jomt venture shall have the nght to buy the equrpment parts and

raw mater:als needed from sources they deern sultable

vl No irrational restrictive clauses prohibited by Chinese law and

: -regul_ations shall be included.

4 Amdejﬁ_oﬁhe_ﬂﬁc_lmuL}Lenn&Lm
' Th_e 'provision provides that the formation of a joint venture contract, its validity,
Interpretation, execution, and the settlement of disputes under it shall be governed

by the Chinese Law.
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o 'appendlces to the basnc;omtventure contract R

An important issue that needs to be considered by United States companies, is the

" tax impact of contributing technology to the joint venture as registered capital.

Congress took the position that U.S. companies would take advantage of the U.S. tax

incentives for research and development and then would transfer the intangible

_property to a foreign entity that could use the intangible property free of U.S. tax.

Hence. the U.S. tax law treats the U.S. transfer as though the intangible property had
been sold In exchange/or deemed annual payments treated as ordinary income.

mtanglbie property covers all aspects “of intellectual property rtghts rncludmg_"-

- ‘technical services and assistance provuded thereafter. Accordang to the IRC Sectlon

367(d), the United States Internal Revenue Service wrll tax the Unlted States partner

of a forelgn ;omt venture for the value of the technology transferred in the form of
) 'regrstered cap|tal as mcome the year of the formatton of the jomt venture. in effect,
. the Unrted States company w:II have to make an :ncome tax payment on money it

o has not rece:ved at the trrne *

‘ 2 ‘PR g axes”
‘ Of course, |t IS also amportant to review the :mpact of all the PRC tax laws. An
':‘lmportant aspect to consnder is the potenttal reductlon of taxes and/or import dutles
' on ‘the contnbut:on of technology, equupment and 1nventory as regrstered capltai of

~ the joint venture.

ntell r

Under thIS hypothetlcal srtuatlon there may be 2 need for the foI!owmg licenses as

“1.%a technology transfer from the Chmese party to the Jomt venture for the Chinese

product lane

219




2. a technology transfer from the foreign party to the joint venture for the fo_re'rgn

party's advanced technology;

3. atrademark license;

4. acopyright license;
5. ‘apatentlicense,and

© 6. -a software license with a right to sublicense with the sale of the licensed

-~..product. -

AN | wnportant issue to be addressed |s whether the technology of the Chmese party

" had grown out to a prewous technology transfer frOm a thrrd party, and therefore

whether the Chinése party has the nght to transfer its technology Th:s becomes
somewhat complrcated when' attemptmg to determme where the technology of the

prior third party licensor ends and where the technology of the Chmese party begrns

In addition, there is a need for a determination as to whether all restrlctlons on the
subsequent transfer of the third party s technology and the associated confrdentlalrty _

: restnctions have expsred There should be at Ieast the consrderatlon of an assagnment' :

of the pnor third party 5 technology Ircense, even rf the contract term and the perrod

S of confldentralrty have exprred

2 Qi_eie.EaﬂuIe_cbmlogy

-There may be situations where the Chmese party may only have limited

S documentatlon for producmg its products The productron mformatron may eX|st

imarily.in the. mmds of lts, employees in. such case, to-t

) the Chlnese party exrst, they should be rdentlfled as. early as. possrble 50 that a

: determmatlon can be made as to how best thns know-how can be transferred to the

‘joint venture. Usually, a technology transfer includes technical training and technical

assistance in the manufacture and test of products that are the subject of the -
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-, technology transfer. T_his possibly may not be the situation with the Chinese party. In
such case, the most likely technology transfer would take place by hiring employees

.. of the:Chinese party that-are involved in the production of its product, or at least the
key employees. Hence, as can be seen, it is very important to, in such situations. to

. Identify as early as possible the Chinese party s ernployees to be selected for transfer

to the joint venture.

_.3' Foreign Party Know-How
The foreign party is probably in the position to provide good documentation, and
will be able to prowde technical training and techmca[ assistance to aid the joint -
| 'venture in its manufacture of the | licensed rouuc*s T e techro.ogy requtrer“ents
and restrictions of the PRC Technology Import Regulatlons and the PRC Technology
: import Rules as presented m the October 1993 PJPA Conference are still
apphcable However now that the foresgn party isa part owner of the jomt venture
| {and often as a majority owner) the applrcab!e PRC rules govermng the amport of
- technol ogy transfer tend not to be as strictly enforced by the PRC examination and
_app_rpv_al authorities. This.is because the foreign party, as a part owner of the joint
- venture, is.in the position of not only contributing technology, but also investing
--monetari[y in the joint venture, and therefore is incentivized in. making the joint

‘venture a success.

G. Mgn_ﬁamﬁademMm

in some situations. there appears to be a marketing advantage for a joint venture to use
| _'well known trademarks of the fore:gn party on ;ts products However a trademark |
: I:cense may pose several problems for a forelgn party For exarnple In the Unlted States -

and elsewhere, mamtammg quallty control of products produced by a trademark

licensee is an important factor in protecting trademark ownership. The trademarks that

~~may- -be-involved- ‘may- be the-. prlmary trademarks of-‘-wthe forelgn party;- (AJAX), Or- the--r-'-"--e-'-z-«

o secondary mark (ADVANCE) or both The questlon soon anses as to whlch products of
‘_.the jomt venture are to be Iacensed for trademark use, and in what form There may bea

- need to drfferentlate between | ‘
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‘ " controls the trademark Ilcense contract? Is the forergn party w:limg to rrsk one of Its o

e :most Important assets (the trademark AJAX) to the applrcatron of the PRC law?

1 Copyrig ‘]_. e

. 1) the licensed products manufactured with. the technology of the Chinese
~ party;

: . .-2).  the licensed products manufactured with the technology of the foreign
~ party, and

3). ._..combinatron products involving the technologies of both the Chmese party
and the foreign party.
Are the trademarks to be applied: 1) on the licensed products of the Chinese party;
2) on combination products as enhanced by the foreign 'partyis tec:_hnolbgy; or 3)

Only to the licen_sed prod_ucts of the foreign ,party?

' Should the foreign partys trademarks be used in the same form as used by the
".forergn partys products or should the tradernark ircense mcfude specrfrc rules for -

_ drfferentratmg the Jornt venture use, such as, for example the use of the mark “AJAX"

| oniy wrth a prefix such as ”BEI}ING AJAX”? The same consrderatrons are needed
-wrth regard to the forergn partys product mark "ADVANCED“ 'e. "BENING
' ADVANCED" '
- Alon"g with the trademark rights, there is the corresponding issue of the trade name
*license- rights; ‘i.e;, what" rs ‘the "name of ‘the jornt venture "’Ber;mg Ajax'

‘ -?iCommumcatIOns Company, Limited"?

. Of course, there is also the issue of territory. What territory does the trademark

~ license cover; i.e., PRC only, or export countries?

Lastly, what if the Chrnese examtnrng and approval authorrt:es msrst that the PRC law. -

As we all know ‘there have been serious drscussrons between the PRC and Unrted

| thrs issue ‘has as yet been suffrcrently resolved to the sattsfactron of Unrted States

o States about the enforcement of copyrrght protectron for software ! am not sure that

software companies. This is a serious problem for general app!rcatron software that

has application focused on a variety of hardware products. The problem is less
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serious in the case of software that is specific to the llcensed products of the

technology transfer. The software issue can, in such case be controlled to some

. degree by contracts, through confidentiality clauses, and the requirement to grant

- software licenses to joint venture customers for use solely with the licensed products.

A form product software license can be included in the joint venture contract, as a

.- separate copyright license or-as part of the technology transfer contract, as the case

- Initially, as mentioned above, the joint venture company may manufaéture and sell

.- the Chinese party's products.: In such case, there is the necessity of entering into a

- purchasing contract- with the Chinese party for-the continual supply of parts and

components for such products:. .

However, it is usually the intent of the parties to move the foreign party's technology
into the joint venture as soon as possible. Hence, as in the case of the Chinese party,

there may be a need for a purchasing contract for buying parts and components from

- the foreign: party, particularly . if quality is an issue and licensing of trademarks Is

“involved. It is usually the foreign party's desire to provide such parts and components

7 as.long as possible, both from a'point of quality control and for minimizing problems

With production.

Unlike the Chinese party, the foreign party_sales of parts and components to the joint

_venture may be. faced with problems concerning the availability of foreign currency.

Articte 75 of the PRC Jomt Venture Law states that the joint venture shall keep a

i

balance between its foreign exchange income and expenses.. Pursuant to, the PRC
~ Foreign Exchange Regulations, the PRC requires all joint ventures with foreign
- investment to submit information on an annual'l_)_a'sis concerning its foreign currency
~-balance-to-the-State~Administration for-Exchange--Control ~('SAIC"),~If ~the™joint

. venture's foreign currency is balanced, the SAIC will issue a certificate that will allow

the’ jomt venture to convert Chinese RMB to-foreign currency. If the joint venture 3

- foreign currency is not balanced, it may be more difficult to convert RMB to foreign

currency (depending upon the PRC's reserves of foreign currency)'. B
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ning:
As mentioned ‘above, there will be a desire on the part of both the Chinese and

. foreign perties to upgrade the joint venture's products with the foreign party's

... advanced technology as soon as possible. Once this: is accomplished, a question

.soon_arises as to ‘who: is responsible for ongoing product -irﬁprovements and future
product developments. Normally. this should be the joint ventures job. However, the
skills may not yet be present at the joint venture. Hence, there may be a need to
. provide additional training to employees of the Joirit venteré; 316 ‘ﬁpgrade their
- .technical _capability s0:as to allow fhem' to proceed with the product improvements

. .and do product development. However, training alone may not be sufficient. There

. - may also be a need for.ongoing supervision an‘d consultation so-as to further 'aid the

“joint venture employees through their first series of :mprovements and product

' des:gn cvcies unnl they can proceed on thelr own.

~Any such. training and/or supervision by the foreign party may raise intellectual
_property issues.as to who owns.the product improvements and product designs,

.. .particularly since this arrangement will probably involve additionel technology of the

.. foreign, party. Hence, the contract for such additional training and supervision needs

'-.';tp_add_re.ss_the potential additional technology transfer that is likely to be transferred.

iscellan |
"> As part owners of the joint venture, tﬁe Chinese and fd'rei_g‘ﬁ" part'ies need to address a

‘number of other practical business ‘iséu'es S0 as to prbvidé‘fbr the effective transition

" of the Chmese partys products into the ;omt venture The foilowmg add:tlonal:

i contract |ssues should be consrclered

; -:"_ 1). .a non-competition provision by the Chinese partner w:th regard to their licensed

product line 6fthe: jomt venture

22.2). .tbe possible assumption and the performance of contracts for the Chinese party

- licensed products that are. outstanding . at. the  time the joint- venture is

established; .. . .
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3) a short term service contract w:th the Chmese party to provide purchasmg,

~‘maintenance, cafetena, mfurmary, etc services to the jomt venture and

4) a short term sales representative contract with the Chinese party to allow the

Jomt venture to make sa!es whtle buaidmg up its own sales staff

L &Lrnmaat
: Although the apphcab!e PRC rules and regulatrons concernmg import of intellectual
i property contracts may not be as ngorous for jomt ventures due to jomt ownership,
the joint ownership by the forelgn party itself creates a number of additional

- intellectual property issues that may be needed to make the joint venture a success.

There may be a need for _ongoing.technol_ogv training and transfers of technology to

continue the growth of the joint venture to improve and develop products, There

... may be a desire on the part of the Chinese and foreign parties to create the ability in

~the joint venture to be self sufficient in its product improvements and designs.

Hence, there maybe a need for additional ‘training, technical assistance and

'addltional technology transfers from the foreugn party to the Jo:nt venture to further

" increase the technical capablllty of the joint venture

A trademark hcense will, of course, raise the usual issues concermng product quality.
So it can be seen that the trademark owner will also be concerned wrth at least for
trademark purposes the quahty of the joint venture products and how best to

incorporate the techno[ogy transfer to achieve the desired quallty as soon as possible.

Often this is.done through purchase of parts end components frOm the forelgn party,

- but probiems may arise as to the ablhty of the joint venture to convert the Chinese

‘RMB into forengn currency for purchasmg such lrnports (dependmg upon the degree

to which the PRC wants to control its foretgn reserves).

~Taxes; as usual; also rised to-be consideraed a5 an important Tactor how intellectual

property is to be licensed to the joint venture; i.e., as part of the registered capital -

contribution or by separate payment,
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M. Staiumm Provisions and Eub ications:

_' 1)_

2)

Regulatlons for the Implementatton of the Law of the Peoples Repubhc of China

“on joint Ventures Using Chinese and Foreign lnvestment, China Law No. 173.

promulgated September 20, 1983 {(“PRC Joint Venture Law”). -

Interim 'Regu!ati'on's on 'Foreign Exchange Contract of the PeOples' Republic of

China (“PRC Foreign Exchange Regulataons")

s 3)_
o

3).

'Umted States Interna! Revenue Code IRO Section 367(d) Spectal Rules Relatmg
"to Transfer of Intanglbles (us IRC Sectlon 367(d)".

-Regulations on the Administration' of Te‘chnology' Import Contracts of the L

Peoples' Republic of China (1985) (*Technology Import Regulations”).

Detailed.Rules for the Implementation of the Regtjlations on- Administration of

Technology Import Contract of the Peoples' Republic of China (1988)

x _("Techn0|ogy._Import,Rulesf’)__. o

PIPA International Congress

7).

"Technoiogy Lucensmg in the Peoples Repubhc of Chma" October 1993 24th :

"Regulatrons of the Peoples Repubhc of Chma Regardmg the fmancnal

Management of Fore:gn investment Enterpnses . June 24 1992,,_('Fore|_gn

* investrnent Regulatnons")

B -.8")"

Not:ce of the State Councul Ofﬂce Concermng the Remforcement of Strict

o Contro[s on the importatcon of Productnon Lmes for Dlgltal PABX on Mobile

"':*"Telephon o Produds january 22 1994 (State C0unczl Not:ce )
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-fIt sometimes . happens in developing countries that, for PR

_protectlon of their domestic industries, foreign -

"companies are subjected to various restrlctlons

. when entering into know-how license agreements or"

patent license agreements - with local companies.: -

* From this point of view, Committee 2 ° made public a ..

paper, “The regulations to which attention must be

L/

~paid in“concluding-license agreenments in" Agian” :
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the 'present paper, we are going to reflect recent
developments -~ concerning revisions in'intellectual -
property laws and to. . .. explain laws and practices

'L'concernlng technology transfers, - focusing on their

‘“practlcal point. ~
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bRt A T

Laws and Practices in Asian countries
Concerning Technology transfers

I. Status Quo T ‘
' in Asia Concerning Intellectt:a.l Property

1. Investments in Asia and Asia's Economic Growth

Since the mid-1980's, the economic growth of China and

Southeast Asian countries has been amazing. One . of the

reasons for it is that Japan and the Un:.ted States have been '
_ aggressively dinvesting in those areas, both dlrectly and

1nd1rectly._

_ ‘Japan has been 1nvest1ng in those countries to counter"
these c:.rcumstances lJ.ke -the- h1gh—apprec1at10n of - the Yen

caused by the Plaza Accord of’ _l_985 constantly r:.s:.ng

.personnel -expenditure year' 'by"-.'yef_;_.lr_,ﬂ and_____m_or_eover, :_,.__t_o, solve

- trade friction with foreign ‘countries caused by 'Japan's
mounting trade surplus: and to acquire overseas markets.

‘Moreover, in US as a result of that consumption: ‘was

stimulated by Reaganomcs, domestlc demand could not be met

by its ___suppl_y _‘ .alon_e. Therefore the US has J.ncreased its

imports from ! South:: Korea, : Talwan, “Hong - Kong - and other
o countr:.es. "On the other hand, the US has become J.nvest:l.ng in
and aggressz.vely transferring technology to Southeast Asian
countries as promising markets for it. (Table 1)

As a result of direct 1nvestments by foreign developed'

countrJ.es, China and Southeast Asian countries: accumulated a
vast '_ of . transferred technology __and “ are  n f:.rmly
establ:.sh:.ng econom:.cs based on the. manufactur:mg of high-
technology products as opposed to the low-technology goods
for. wh:.ch those econom:Lcs were z.dentlfz.ed :Ln the past.

the rate is. much hlgher than that in- any other reglons.

(Table 2. and 3) Among these" countra.es, the rate of econom:.c '

growth in  China is espec:.ally remarkable: by adoptlng
economic reform policy and opening its markets to foreign
countries, China has easily recovered from the damage caused
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by economic sanctions -inflicted by advanced countries. after:
the Tiananmen Incident. A certain international research
institute issued a  report - stating that in the' early 21st
century, the market scale of the Chinese Ecconomic Zone, in
other words, the integrated regions of China, Hong Kong and:
Taiwan, will surpass that ‘of the US This report deserves'

_credibility, considering the fact that this -economic zone is
'being gradually developed 'into a - promising  market with:

sufficient. purchasing power, as it obtains a"large amount of
foreign currency through export of its products. (Table.4):

2. Adjustment of Legal Systems of Lntellggtual Property
Concomltant to Economlc Grow;h : .

~In parallel with technology transfers - by developed

countries, . the. protectlon systems of intellectual property in '

Southeast Asian nations are gradually being adjusted, though °
there are time lags between these countries. Today, in these
countries,  the framework of the legal system of intellectual

property © has ‘been  completed to —'a large ‘extent, = in

participating in - international’ 'conventions ~or ‘‘treaties

concerned. - (Table 5)

- This  is -attributed to  the. aggressrve drive of the
governments of “these nations to legislate or revise the laws |
with an eye toward stimulating technology 1nductlon.'There is’o

also: strong .political pressure from developed countries,
particularly from ‘the US urging them to protect intellectual
property. R o o

3. Ehe Percegtlon Gag for nghnologx.”

Whlle ~the-. adjustment _of.. legal system steadlly«_o
'advanc1ng, however,fsome developed countrles point out the

need of these countrles for pract1ca1 1mprovements. Even 1f_:
the governments of Chlna and Southeast Aszan countries adjust\_

_thelr legal system of 1nte11ectual property, there are manyg;
. cases ‘when technologles ‘possessed by forelgn companles are

1llegally used or applled 'because ‘the people who are to_g
respect 1ntellectual property rlghts (espeC1ally ‘what forelgn
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companies possess) do -not have a proper perception-:of -such-
rights. i S ' '
_ ' For example, there are a string of cases in- these
countries when imitation products or pirated. versions - of -
products are manufactured and sold. Since the people in these”
countries have originally a ‘strong consciousness that
technology is ‘a- gift to. everyone, "it is required to advance
~ their consciousness "to respect  intellectual property right -
and to . adjust enforcement system. if -they. want to ”promcte-
- technology - transfer - from developed :countries, .i. e,;fforeignf
. enterprises can assist and transfer technologles to these
';countrles without any anxiety. :
SLatlSthally, there are many cases concernlng trademark

and design. (Table §6) Classifying the dimitation cases -

.according-to.product,categorles,_we-can:see that the;numbers
‘of imitationsa_of electronic  apparatuses _and tindustrial
machines by far exceed those of any other products. :(Table 7)
.‘_4As_technology develops in:Southeast Asia, there is cause -
- for concern that there will be an increase in the instances:
'in - which. native enterprises .-in_  Southeast Asia - .will -
manufacture their own-brand products, .illegally wusing only:

" high-technologies possessed by enterprises - in- developed-

countries, thereby leading to. increased and more complicated
disputes -over intellectual property. rights between Southeast @
Asian countries and enterprises in developed. .countries.  In.
'fanticipation of such incidents or cases, the  US and ‘Japanese
“enterprises .are positively. applylng for. patents .in  these
- countrles._(Table 8)

- 4. Perception of Teghnoigglcal L;ggggg

Great differences in p%rcepthn for technology llcense;w

b

'can be found between developlng countrles and advanced ones.}:

sAdvanced countrles come to p051t1ve1y glve technologlcal |

aa851stance and transfer their technoloqy to the developlng_ )
countrles wlth the adjustment of 1egal system of 1nte11ectual_.-
'property ln developlng countrles. Currently, there 15 no fear

among the developlng countrles that 'the advanced countrles
w1ll domlnate the developlng countrles' 1n the 1ndustr1a1_
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field" (UNCTAD G77). Nonetheless, -the developing countries
can not dispel the fear completely, therefore they -have
protected their industries by. leglslatlng- various ‘kinds. of
laws advantageous to them. ' : '

As one of these examples, developing countries have
adopted a compulsory license system under the laws concernlng
intellectual- property under whlch advanced countries as
licensors should ‘grant patents or technologlcal license to

- the developing countries as licensee . on terms with

advantageous to the developing countries. In another example,
almost all countries have adopted regulations which, in
receiving technology 1licenses from a foreign enterprise,
require official permissions to receive the license before

- the license agreements may be concluded. Even if_ the

agreements are concluded, they will not come into effect

- without the approval from the official agencies concerned and

the registering of the contents of the agreements. Moreover,
these countries make it clear in their attitudes that they
are protecting and fostering their industry by laws through

;euch measures as the setting of : upper limits to the terms

of agreements, the terms when  secrecy concerning

~technological know-how should be maintained, and royalty

rates. (Table 9: This table represents a revision of what was

.eaffixed to the paper submitted by Committee 2 to the

-

Cincinnati General Conference of 1993)
In consideration of the above, we will introduce below

" the latest revised laws and the legal system and its

practices: in relation to agreements or contracts on
technology transfers, particularly those of China, South

Korea, Taiwan, Vietnam, and Thailand.

Protection of Intellectual Property in Asian Nations by the

‘Research Center of Intellectual Property, a foundation

_ -Manual on Protection against Imitation of Design and
g Copyright, by the Daily Necessity Promotion Center

A General View of Intellectual Property nght in China by
Commerce Create Co., Ltd.
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Laws and Practices in Chinese: Busrness, by Nlppon Hyoron~
Publishing Company R = _ . o

Systems in East Asia to Settle Cases of Infringement of

Intellectual Property, “Intellectual: Property Management Dol

Vol.
_45 No. 1~

Rellef Systems Concernlng Intellectual Property nght
Infringements in Hong Kong, by CIPIC Journal Vol. 32
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{Table 1) Trends in 1nvestment in Guna by Japan and the IR S (Source,mtsublshi Re';earch
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Table 5

fTable of leg

al systems of intellectual property in Asian countries

(Notes) o Yes

i _ Copyright faw Unfair
Palent 5; “ Deaslign Copydghl Parls Membership Yes or Mo | Computer Program Veme Universal | Competition
_ - : Trea_ty of WTO 1 Protection Law Treaty Copyright | Prevention
: s SRR : Convention Law
China - R R .0 | e X o . o ) o 0
- Revisad law ‘Protectedbythe | - ‘Revisedlaw @ | 1985 Under Imptemented | Implemented in 1982 1892 Implemente
1693imptemented | - | - patent law 1993implemented AR consideralion in1091 1901 d in 1993
South - - [ I i 0 : : B Y T o [} 0 % [+] .o
Koraa , Revised law: ¢ Revisedlaw - Revisiontaw . | . 1080 1895 : implemented In 1987 Implemeante
1984implemented ;1994lmplemented 1994 Implemented | . . - 1994 din 1992
Talwan BT TS 5 -0 . i % x o ) X X -0
=5 L Revisedlaw . E-Protecled by lha - Revised law " Under Revised law | Profected by the Implemente
R _-1884impleniented | :: - ‘patentlaw - | 1983implemented consideration 1993 copyright law din 1992
T A SRR I -|_implemented : _
The 1. -0 - - .0 oo 0. = 0 0 ] S50 L N D -0

Phillppines Revised law ‘Protected by the Revised taw f065 . 1685 . Protected by the 1951 1955 Protected

= | -1985'submitted | - patent_la_w 1983 submitted T copyright law . . by other

Thalland 0 i X o . 0 R o : L0 X X

: Revised law Pmlecledbylha | Revised law 1995 Revlsed Iaw Protected by the 1931 :
1992implemented | | patan! iaw ~| - 1992implemented S 1094 copyrightlaw.. - |-
. ’ : T promulgated : -

Singapore ) ldé o .0 i REE .o o Co 0 x X o
Iy 1 ~Revisedlaw = | o - Revised law - 1985 © 1995 Revised law | Protected by the - Protected
: “| 1995implemented : 1092implemented | - - o). 1984 - copyright law . - by other
S N S D .} Implemented . laws
Vietnam - T e L0 x : ‘0 ' 0 . x X X
o Revigedlaw = { Revlsed Iuw .| Revisedlaw - 1949 - Revisedilaw | Protected by the

1980implemented :9901mptamanled 1994Implem_enlgd R _ 1694 | .. copyrightlaw. :
1 IR e I T A implemented { = : -

Malaysia o A o e .o ) ' 0 Y T 0 X 0

o Revised law jl_eglglauon undg; - Revised law 1989 - 1995 ' Protected by the 1920 Protected
1993 promuigated | conslderallon 1994 promuigated § - .. .- copyright law b); other
indonesia | - o .x' : Y D EA . T 0 0 [ : X X (o]
" Revisedlaw . seie T Revisedtaw | 1950 - 1895 | Revisediaw | Protected bythe Protected
1991imp!amanled 1993!mplamenled Do ERERIR 1987 - copyright law by other
: R : ' " { implemented | . D laws
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Table 6

pharmaeeutlcals is dealt with heavy punishment, including a death

| country Nameofcase . |- QOutline of case |
~ .. | Sharp's radio cassette - | Company A in Hong Kong forged “a permission
-1 assembling case (1987) |to use Sharp trademark,” printed trademark
| I labels, manuals and package in China before the
- ‘fcompany exported the products to China and
+ | ordered a Korean company to manufacture the _ '
Lo oo oo product on-a commission basis. P
- - “|Luo Deming case (1-992) 'Guizhou people’s high court sentenced Luo to [
|t i death on charges that he manufactured and sold
* 400,000 bottles for imitation Mao Tai alcohol
o L ] drinks and eamed an illegal profit of 200 yuan.
" {Wei Shu Lin‘'case (1993) Kunming people’s middle-class court sentenced
: oo o | the ringleader Wei Shu Lin to death and punished
SR IR " |six-others with various prison sentenceson =~
. Lo ‘| charges that they eamed an illegal profit of 1.20
|China | million yuan by manufacturing and selling :
o .| imitation “Red Pagoda Mountain Cigarettes”
e i Lo I manufactured by the Yuxi Cigarette Factory.
' "Yamatake—Honeywell 'Yamatake-Honeywell filed a suit with Kangzhou
K patent mfnngement case | middle-class court against a machine- e
o _ manufacturing maker in Zejiang Province on the =
~ .- |ground that the maker infringed Yamatake-
~ | Honeywell’s Chinese patent concerning the
- | positioning device for its automatic adjustment
| valves. The dispute came to a compromise
- | settlement as the defendant agreed to stop
.1 producing the: product and to pay a compromlse
L {money.
Case of sellmg imitation | Fine of 3,300 yuan,
| SONY video tape o o
'|Case of assembling - - ‘| Fine of about 660,000 yuan,
- |imitation {BM computers | S
" -{Case of selling lrmtatlon Fine of 5,000 yuan:
o TDK aud:o tape R '
Notes: In China, the productton of :mntatlon cugarettes alcoholic drinks and

penalty ‘On the contrary, damages for lndustnal lmltatlon products

are guite Iow
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| Name of
| country

Name of case

Outline of case

Korea

S{(1992) .

JEEP case .

.| An American company, JEEP Corporation, registered in
1 Korea the trademark JEEP as designated trademark of its

- - |automobites, trucks, buses and tractors. A Korean :
-~ I surnamed Shin applied for a trademark “ JEEP CASUAL
- lintegrating the figure of an eiephant s head with '

. corresponding Korean letters,” as a trademark for work
-| clothes, business suits and children’s clothes.and other:

- goods and got permission to register it from the Patent

. -{Office in Korea in 1988. JEEP Corporation claimed that
. | the trademark is null and void on the ground that it is

-similar to a universally-known trademark, demanding that

o the patent office turn down the application. But the

Supreme Court ruled in 1992 that “JEEP” was a common

.| noun that the registered trademark “JEEP” was not of such

a nature as would nullify the “Korean lettering of JEEP
CASUAL"

(R

- |case (1992) - at=l
- L | electric and electronic goods.. <A Korean foods company A
japplied for “WALKMAN and the corresponding Korean

' Japanese enterprise SONY registers a trademark
{1 WALKMAN in Korea as a commercial trademark for its

letters” for.its green tea, coffee and aerated drinks, and this

o _{application was accepted. SONY appealed to the Patent

Office that it was null and void, but the Supreme Court of

| Korea ruled that “WALKMAN" does not fall into the

category of frademark so well-known to traders and

consumers in Korea as to exclude the trademarks of

others.

Taiwan

| Sfreet Fighter
|case (1984)

Japanese enterprise Capcon charged four Taiwanese
enterprises to police, charging them with l!legatly oopymg
the printed circuit board of “Street-Fighter I1,” game

-t software, and selling the copied software without

permission. Capcon had no copyright and had not
registered its.trademark so that this dispute was treated as

|a case of breaching criminal laws and the fair trade faw. As
‘| aresult, the court sentenced the defendants with nine-
{ month imprisonment, finding them guilty of forgery of .

documents and a violation of the fair trade law.

~[imitation
camera strap

belt case
(1993)

~~[Tmprisonment for four months or a fine of 30 yuan

multiplied by four.

Imitation fuse
breaker case
(1990)

Penal servitude for a definite term of one year and six
months, with stay of the sentence for three years and
confiscation of infringed products.
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Table ©

China Korea Taiwan
Application, | System of application and getting The system of nouﬁmhon and getting | The System of application
Procedures permission permission and getting permission. . -
e On condition that the independent No reportis necessary except for
for gett:ng technical development should not be | the introduction of technology, such
permission - hindered. Application shall be made | as aeronautics, atomic industry,
within 30 days afier the conclusion of | defense industry and high- .

oo oo oo f the contract, i technelogy . : :
‘Guarantee of | Conceming all introduced No regulation. . - _.| No special regufations
product -] technologies, the effect of technology L However, itis ajudged . .

_ p ) induction should be guaranteed. it whether the dause is
quality " [ should also be guaranteed thatthe °{ . { unreasonable of not, .
patent is not nullified. Co . o
Patent " | tt should be guaranteed that the No regulation .| No special regulations, - -
uaranteé‘ -| inducted technology does notinfringe {7 i R SR R
guaraniee. - . other's patent. The guarantee that
the patent right shall not be nullrﬁed .
) s also needed. - - o o
R | Grantback | This is not permitied (u'eated as an | Not recognized Not recognized (This
e .| unfair trade practice) - . - e _ . | constitutes an. unfa:rtade e
sy S N - L R practice). :
t {Introduction | kit is not permitted to restrict it. It is not permitted to impose Itis not permitted to impose
¢ | of competitive restriction. (except in case of & restriction.
: technoloay monopoly agreemient)
At ‘?:e—m -Unfair clauses unfair clauses -3 Unfgir clauses
i | Restriction of Unfair clauses - unfair clauses Unfairclauses =~ -
1§ © ¢ production L S
. ) volume ] :
| € [ Restriction on | Unfair clauses -| unfair clauses Unfair e_lauses
1 | prices ' ‘ - . .
2 | Restriction' on | impossible |t is agread to restrict - .| Impossible - ' Not permitted . i
u | export i 1the countries to be grven license nght it is agreed to restrict the L itis agreed fo mpose
s .| countries to be given monopollshc ' { restriction on the countries to
e | ticerise right. S ’. | be given a monopolistic -
5 : : implementation right
Usage of know- ~ | It is possible to use it afterthe -~ . :| Not permitied to use knowhow after | No special regulation -
how after .| agreement terminated. i is possible . | the termination of the agreement - B -
expirationof . | to restrict it while the patent right . . However, the use of knowhow .
-agreement "§ remains in force. 'wmﬂ&mmmwmwwme'
knowhow becomes publicnot =
L _ because of the fault of the ficensee.
Royalty .- ‘Running formula should be applied. | No special regulations No special regulation”
't However, both lump-sum payment P It is sometimes benefited
- | and payment by installment are that the compensation rate
-{ possible (two-three% is reasonable. goes beyond 5%
it should not be above the level of ST m T e e
: | 3.5%). : - )
| Sefting of a - The condilion of “minimum” an ot | It Goes not consBtute an Gniair "1 No speciat regudation
" { minimum royalty { be included as a condition (itis not agreement to set a certain amount of : R
- | permitied fo condude a rnonopol:stlc minimum royalty. .
agreement). -
Term of ltrsnota!lowedtoexceedwyears _ Nospeaalregulauons ! o Inpnnaple meoormac:!enn
agreement | after the recognition. :However, the .§° .~ ..+ ; “|is 3-5 years, but the ferm'may.
upper limit is five years in special’ exceed 5 years The patent
districts. license right is valid during the
: _ term of agreement.
.. { Confidentiality ‘The confidentiality obligation will No spec:al mgulahons No special regutations ...
— nbhgaﬁon . ...ten-mnate upcn me exp"-auon of ﬁ‘g ” T T s R S S e
B agreement. In case the
-] confiderdiality obligation survives the
‘[ expiration of the agreement, the s
| reason should be noted in advance
at the time of application.. :
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II. The People‘s Republic of China

Economic reform and the ‘'Open-door' policy in 1978 have

changed Chinese society drastically, and enabled China to

achieve. ‘an outstanding economic development as a pivotal

nation in Asia. Joint undertakings with foreign enterprises

'~ are becoming active, more than 90,000“foreign‘Companiee'have
invested in China, and 'a great deel5of*technology has been

. transferred into China. ‘Although the intellectual property

 laws 'in China have similar aspects to those in Germany, the

~ United 'States'-and'-Japan;_'there 'are"not a few_'reguletions

~peculiar to. China. Therefore it is important"-for foreign

: enterprzses “to grasp how these regulatlons_ are actually'

applied to business in Chlna, as well as to understand

provisional interpretation of those.

1. Recent Law Revision .. '

As to laws  .for protection of intellectual property,

Unfair competition Prevention law and Productf_Qnelityﬁ law

were revised remarkably to harmonious with international

' legal standards, .to -in: 1993, ‘but Technology = Induction
Ordinance = which impose - strict 'restrictions on' foreign

licensors has not been relaxed yet. Legal systen'of Cﬁine is

being modernized, but there is no sign that.counterfeits will

“be reduced.  Below are major 1
to technology transfer.: o
1) The revised Patent law and its enforcement regulatlons

-Adoptionof a neterlal'patent-system, 1egal effects of

process patents cover“.'prodncts | manufactured _ dlrectly‘

utlllzlng the process, 1mport1ng patented products should
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constitute infringement, extension of the term during which

patents are protected (to . 20 years), establishment of a

system of Domestio -priority, abolishing  the system -of

examined publication and opposition,_:elaxing,conditions for:

granting a compulsory license
2)  Participating in the PCT (Jan. 1, 1994)- -

_3)__:Thelrevised,?:ademark-1aw (imp;emented'on_July 1,31&93)1

Establish a registration  system . of service marks,
heavier punishment = for viclations of: trademark right, .

: obllgatlon of the llcensee to’ label his -name . and the country:

:of orlgln of . products.,_

"-4) . Promulgating the Anti Unfair Competltlon Prevention law
(1mplemented on Dec. 1, 1993)

Pr

chibition from misleading - people. .such as .to confusing:

other's well-known trademark with unauthorized one,

~‘prohibiting exaggerated advertisement and propaganda, the

- systematization of = protection for ' -business® ‘secret,
prohibition of the acts to obstruct.. bu51ness by means of

spreading false 1nformatlon

'_5) Promulgatlng the product quallty law {lmplemented on
Sept.ﬁ ..1983) ey : R T SO R

"Obligation £o label the name of the product}"theuname;of

the factory and the address in Ch:mese on the’ product or -

. packlng package.

" China. : 7
{1} Report on'a technology transfer agreement
The Technology Induction -Ordinance stipulates that 'when

'concludlng a technology transfer agreement the application .
form for approv;ng ‘the agreement should be submltted wzthln _

240

;Hetemare regﬁiations ghithWé shoﬁid;pay-attention to in -
business when concluding a technology transfe;_agreemeqthin‘ﬂ_




30 days from the date of signing and that the ‘agreement

should be examined and approved by the official organization

(the Department of External ‘Economic and  Trade or other
organizations .empowered by the Department -of External

- Economic and Trade). - When foreign licensor receives 'royélty

from Chinese Licensee -without applying: for ~approving the
technology transfer agreement, such an act shall constitute
an object of administrative penalty {there is no limit to the
content of penalty to the administrative discretion), and

'shall be punished as a breach of the Foreign Exchange law.-

Since licensing industrial property is a sort of Technology

Transfer under the Ordinance, it should be submitted for

approval and be permitted’ from ‘the authority concerned. On
the other hand, --l'icens'i'ng. "trademarks or patents without
accompanying any technical .documents can not be regarded as
Technology Transfer .under the Ordinance. “However, because a
license agreement -on patents may be regarded as ' Technology

‘Transfer under the Ordinance according to circumstances, we

had "better report it to- the Department of External Econom.lc

and Trade. ;
" Within three (3) "months from the "conclu'sion: of * the
agreement, a person who concluded an agreement on licensing

“trademark  should be reported to the Trademark Bureau and be

applied for approval by a prefecture ‘Administrative Agency

{unless such ‘reports are submitted, the licensee shall be
- fined), ‘and in the case of ‘a patent license agreement, it

shall be reported to the Patent Office. The name of parties
who  reports-to the . Patent Office or the Trademark Bureau

: .:shall ‘be made publ:u:, but the -content of the agreement i
' kept- secret. - - e _ 7_ R
Even if a agreement -on jomt undertaklng w1th foreJ,gnj

‘eriterprises (heréinafter Tjoint  agreement')  shall  be
. approved, it is separately needed to get’ approval concerning
a technology transfer agreement under “the Ordinance. In the

case a joint agreement, which includes a ‘clause of technology"‘
induction, dose not take the form of technology :Lntroductlon,‘
the agreement needs to be approved as Technology Transfer. As
both a technology ‘transfer agreement and a jo:.nt agreement

-are ‘handled by the same. government Bureau, you ‘may argue that
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a joint agreement naturally includes. a technology transfer
agreement.  But it can not be argued actually. R
(2) Language .used for Agreements
It is stipulated  that, in the case of foreign language

used for -the .technology transfer agreements, translations of
them into.Chinese -should be attached with them in -application
“for .approval of them.. When two linguistic .stiles .of an
agreementﬁis prepared. between the parties concerned, -it—is
necessary .to. provide a:clause :stipulating which of the" two-
'stiles is  authentic. . -Otherwise; there is a danger of
disputing of its interpretation after concluding it. Although
both Chinese and Japanese use - Chinese characters, - the
meanings of certa;n_Chinese,charabters-occaSionally:differ as.
“to cause mutual misunderstanding.a‘The'LJapanese .side‘ had
better_prepare&a draft of the agreement written in English in
order to negotiate smoothly, because in such a case Chinese
side will .engage a person -acquiring an international way of-
thlnklng.t_. : . : R e Sn T uwnEe

(3) Obligation . to specrfy Reglstered numbers of licensed
_ 1ndustr1al property in technology transfer agreement
_ In. a technology transfer agreement :with assigning or
' llcen51ng patents. or . trademarks, registered numbers or -
;_appllcatlon, numbersuvef-upatents or registered numbers :of
trademarks should be specified in it. It is stipulated that::
tspecifieationsﬁof licensed patents or - trademarks should be:
fattached¢to the technolpgy.transferyagreement;- Therefore, the:
agreeaent shall be regarded as invalid if it does not specify
the number such. as. registered number: of licensed patent.
_"Mereoﬁer even ifljthere 'is a clause of: :granting certain
. trademark license 'in an approved joint agreement,  .the:-
agreement shall not be regarded as

trademark .- Without a. legally effective trademark license: .
agreement llcensee shall suffer from official injunction- to
‘produce in China ‘what licensed trademark is attached to.’
(4) Guarantee for achieving target , S

1) The llcensor of technology should guarantee -that the
teehnolpgy, documents and materials are perfect, accurate-and
efieetivemse thatuthe“technological.target;stipulatedfin;thewﬂ
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agreement may be attained. 2) " The licensor should be
'respon51ble for filing a countersult and/or for compensatlon
for "economic loss suffered by the llcensee in case the'
licensed technology should infringe an 1ntellectual property
possessed by a third party in executing the licensed'patent
and/or unpatented technology pursuant to the agreement.‘ Thus
fthere is still a strlct regulatlon that "the llcensor should
compensate for the economlc 1oss the llcensee has suffered.
However, in case the Chinese government judges the technology
. absolutely necessary to introduce, an agreement which has no
'guarantee clause such as mentloned above, may be approved

(5) " The patent license agreement

1) Guarantee of patent

In the case of a patent llcense agreement, the llcensor
has the obligation to guarantee that the llcensed. patent
exists effectlve, and as the case may be,_ there is a
pOSSlbllltY that the licensor shall be requlred to guarantee
not only the effectiveness of the licensed patent at the time
of concluding the agreement  but  also ' its  future
effectiveness. " In concludlng an agreement of licensing a
;reglstered patent, in order to avold the guarantee,gwe may;'
 take™ measures' to add reglstered ut111ty models to the;'
agreement as an object of the llcense. -
| - 2) Obllgatlons of licensor and llcensee .

The patent licensor should prov1de technological
- materials concerning the licensed patent to the licensee and
glve technologlcal instructions necessary for licensee to
-execute The llcensee shall not be allowed to llcense any
third partles other than those approved in the agreement to
execute the patent. It is also stipulated that the llcensee
'should pay a royalty 1n compllance with the agreement.

_ 3) Spec1f1catlon concernlng Agreement
“In case- llcen51ng a patent is the object of a technologyy]
transfer'agreement,'the follow1ng 1tems should be spec1f1ed
' in the agreement: title of invention or 1nnovatlon, name of
patent appllcant, name of patentee,' date of appllcatlon,_
appllcatlon number. reglstered number,_term of valldlty . 7

(6) know—how agreement 7 L A
'The " Anti-Unfair Competltlon ' Prevention Law' was
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promulgated on Sept. 2, 1883, and enforced on Dec. 1, 1993.
The protectlon of know‘-how and business secrets is belng
strengthened under the Law,_ but its legal effectlveness
remalns uncerta:.n and we have -to_", wait for judicial
precedents. ' ' o | ' - | “
{7) Term of Agreement o e .
, The term of technology transfer agreements should be
w1th1n 10 years, but the longest term actually permltted is
7= 9 years from the po:.nt of concludlng an agreement._ Us:.ng
th 11censed technology cannot be prohlblted after the
term:.natlon of the agreement. ) However, in case a. patent is

- also an object of the llcense agreement, the 11censee shall

be prohibited from executing the patent. it J.S stlpulated.
-'_"that the term of secrecy should ‘not _exceed the term of

B val:Ld:Lty of the agreement. The term of copyrlght lz.cense‘

) -agreement should not exceed 10 years, but 1t can be renewed‘_
when the agreement :LS explred - :
L (8) The statute of llma.tat::.ons concern:.ng dlsputes on . :
o agreement _' _
The r:tght to file a su:Lt concernlng dlsputes over the”
technology agreement and to applylng for arb:.tratlon are.
' barred by statute of l:.m:LtatJ.on in one (1) year._, The base
date for reckonz.ng of the llmltatlon 1s when the parties
_ concerned shall notice that thelr legal r::.ghts __and his
' interest has been 1nfr1nged. _‘ o

(9) Trademark llcense agreement “ _ . .
The . pr:l.nc:.pal purpose to conclude trademark llcense'.
agreements :LS for a 11censor to prevent 1ts trademark from

= :be:.ng 1llegally used or plrated. After concludlng a trademark
license agreement, the l:l.censor should supervrse the quality

“"of "products with the J.J.censed trademark the l:.censee has'
; manufactured, and - the l:l.censee should guarantee the qual:l.ty
” -of products wz.th the l:.c:ensed trademark as commerc:.al ones.
_ In the case of 1mport1ng products together with catalogues'

from a forelgn enterpr:.ses and marketlng them dlrectly, it 15._; '

_not necessary to conclude a trademark llcense agreement._ On
the other hand, when product are marketed in the name of a
Chinese corporation, 1t is necessary to conclude a trademark
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license agreement with foreign enterprises. Even though the
‘corporation is a 'subsidiary to which a foreign corporation
‘has invested all the finance, if it is registered as a
Chinese corporation under the law, concluding such . an
agreement mentioned above should be {needed between the
forelgn corporatlon and the subs:Ld:Lary. Prlntlng packages is
under the control of the government and official 1njunct:|.cn :
to pr::.nt "shall be J.ssued agalnst the llcensee without a
trademark license agreement.

 3. Legal System and Obllgatlog ;n Bus:mess Oge;atlong

(1_) How to deal with corporate 1nventlons in China

Tt is legal to demand in an agreement that all the
inventions made in a Jlocal affiliated company or a Jo:mt
company as part of its business operatn.ons should be ass:.gned
to the forelgn parent company, the 1nvestor. However,_ an
approprlate compensat:.on should be taken locally as there is
a law concerning offer of encouragement funds to an J.nven__tor,
a law s:.mllar to.a comparable German Inventlon on Law ‘It is
stlpulated that a sum of not less than 200 yuan should be
pa:.d to an_' 1nventor ~as an encouragement . fund upon
reglstratlon of a patent. During the time when the patent
right - continues effect:.ve after reglstratlon, the inventor
should be paid 0 5~ ~2% of the after tax profz.t earned by
executlon of the patent after execution in the company and
the 1nventor should be pa:.d 5-10% of the royaltles received
from outszde companles, in case the: patent is -licensed to
others. The number of cases of appeal to the courts of patent
‘control organ:.zat:.ons over disputes concern:.ng encouragement
funds and- corporate inventions is on the increase, as the
calculation of license fees is quite difficult. _ |

““”(2) “Applicationfor" patents £6F Inventions” should be

Flled in-China first

_ In case. an enterprlse transfers to others the right to:
apply for a patent right or a registered patent, it should
get . permission from a competent upper-class organization.

When a person or organization transfers the right to apply
for a patent to .a foreigner, it .should obtain permission from. -
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“the competent authorltles concerned 1n the Board of State
'Affalrs. Moreover, a transfer becomes _effectlve_ after an
‘agreement is concluded reglstered ‘with the‘patent office ‘and
'publlshed. R |

' In ‘the case of" transfer of an 1nvent10n created in Chlna
to a forelgn enterprlse,' the transfer 1s not permltted
without perm1551on by competent upper-class authorltles, The

‘invention made in China should flrst go to the Chlnese patent_

‘office through a Chinese patent attorney before an
'appllcatlon for a patent is filed in a foreign country. it is
not permltted ‘and 1s punlshable by law to apply for a. patent
not in China flrst but in a forelgn country. (admrnlstratlve
or criminal dlSpOSlthﬂ) o . '

(3) Patent control organs _

The patent ‘control organs 1nclude the patent control
_bureau of the Patent Control Department of the government 1n
-every prov1nce,'autonomous reglon, and a central one under
direct government control “and these bureau c1t1es open to
forelgners and specral economlc zones in Chlna. The patent

control’ organs 1 are admlnlstratlve _f organs, _ whosed
.responsibility; is'jto formulate plans for local ‘patent
activities and glve guldance in patent act1v1t1es, solve
" patent’ dlsputes and traln patent experts. However, thelr malnf

task is to deal w1th and solve dlsputes related to patent

problem.:

{4y Statute of llmltatlons concernlng lawsults about
patent 1nfr1ngement$

......The statute h.of'- llmltatlons concernlng | patent-
:|.nfr1ngements is two years ‘from the date when the patent-'
holder or the interested. partles notlced or - should “have - -

[

"Mnotlcedﬁrof__patent. rnfrlngement._ -The 1nterpretatlon “of the T

.statute of limitations is ambiguous and is made in two ways;
One is that the statute of limitations can prevent the acts

of infringement after a-lawsuit'is'filedﬁand the other view
. is that it cannot'do‘so.“Attention*should"also be paid to the
point that the sale of products by a person ‘who infringes a'

~ patent in good faith, does not constitute an infringement.

~:(8) . Registration of a trademark in English and Chinese "~
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The registration in Chinese characters is alsQ essential
because a trademark in China cannot be protected only with
that written in  English. Unless we carefully select and
register a . .trademark in. Chinese in compliance with English

characters, -there is danger that carelessly filed Chinese

trademarks may be rejected by a third party's registered
trademarks or the mark may be registered_in_awstrangewghinese'
translation against the intention of the trademark applicant.

It is not necessary to file . a combination_markdof,Chinese and
“English, because a single language .mark is enough to prevent
- use of such a combination mark by third parties._ It is

strongly_recommended, however, that a Chlnese company- which

-has the principal. place. of. business abroad, should register

use 1its name used in China in compliance with .a. Chinese

- company name registration system. There are cases in. which,
'if . a joint venture company with its main company. abroad
- registers, itself first in China, not. only its related

companies with similar names but also the main company itself,

'cannot register its name in China.

(6)  Measure against cancellation of a trademark due to
non-use

Wlth a view to preventlng cancellatlon of reglstered
trademarks in China, it is advz.sable to place a newspaper
advertisement at an interval of not more than three years.
There is. no need to conclude a consent agreement to- prevent

' 'the_canceliatibn-of a trademark due to non-use.

(7) Infringement of trademark right o .
-The exclusive right to use a trademark is llmlted to the

- trademark that is registered .and the de51gnatedt.prpdu¢ts,

Although it constitutes a breach of theftrademark,law_to.sell
a product, knowing . that . the = registered . . trademark was

wwwillegallywusedrwthewtrademarkfownerﬁcannotwpursue@aﬁpersops~~w*-~ """"

concerned simply because of the infringement, in case it is
insisted that he had no knowledge of infringement of other’s

'-reglstered trademark .

.{8) Indication. of registered trademark .
‘ When ‘using a registered trademark, Jletters “registered
trademark, (:) -or ® mark should be labeled. In case it is
difficult to -label it on the product. itself, it is stipulated

247




that the mark should be labeled on packages, manuals or other
attachments. Even without '® mark, the trademark owner may
demand ‘that a third party stop infringement,- and" avoid the
danger ' of “his trademark being canceled. Although it is
- stipulated by law that ® mark should be put on- a product to
demand compensation for“damage; yet - present: precedehts”Show
- that ‘the trademark owner can’ demand compensatlon for damage
| w1thout labellng his marks. ' ' o

“{9) No statute of limitations in trademark lawsuits

‘The trademark 1aw-prov1des*for no statute of limitations
to lawsuits unlike ‘the patent law under' which the licensor
can file & suit within two years after the infringement came
©to llght However, ‘it is advised to issue a warning whenever
:'an 1nfr1ngement is found." Concerning- the ihfringement'of the
exclusive right of use of a registered trademark, the victim
~can lodge a complaint with an-above-xian class industrial and
commercial administration control organization*in the place
‘where the violator resides or where the act of infringement
occurred and get the violator arrested. The person who- had
.his trademark right infringed can directly ‘bring the case
lbefore the court. - N

(10) The 1ndustr1a1 and cOmmer01al admlnlstratlve on
" control bureaun

' The bureau is endowed with the power to detain ‘the
;vidlatOr for not more than several WEeks,"as soon as it
received the victim’s ‘petition’ to “punish the ‘violator with
:materlal_ evidence, and is able to make a decision within
' _several months. It has & greater authority than the police.
If ‘& claimant is not "satiSfied ‘with 4ts decision, he is
- allowed to report to ‘an upper-class control bureau. However,

_the claim is not accepted when it is not clearly stated in

" the petltlon. “The content of - the adminlstratlve dlsposaleff'-“

_elncludes:'

| ‘suspension -of'ﬁinfringemEnt; a “fine ‘as an‘ administrative
~ punishment (For an Enterprise unit to up ' to 50% of illegal
profit or a fine of more than "5 times of the profit earned
through the act of ‘infringement; a fine of up to 10,000 yens
‘imposed on a .person directly résponsible for an enterprise),
civil ‘compensation ' (compensation for ‘damage claimed by’ the
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victim) are specified. Apart from -the administrative
disposition, there is a people’s court (trial) as a judicial
measure. However, it costs the plaintiff much money and

“requires time, while the compensation is low.

(11) Name of liCensee,¢indication of place of -

production = | : :
‘According to the revised trademark law (July- 1, 19833),

‘the ‘licensee in a trademark usage agreement is obliged to
‘indicate on products the name of the licensee and the place

" -where it is produced (Clause 26 of the trademark:/law): 'to
‘protect : consumers. If “the label ' is written in ‘English;: ‘it
‘must be accompanied with Chinese translation.

‘In order to protect consumers, Article 15 of the product

-quallty law promulgated in 1993 stlpulates that the names of
f%the"product and ‘the name and- address of the factory where ‘it
“was produced ‘should be marked ‘in Chlnese language -on' ‘the
label of the product or its: package. ' o i

‘References : :

' “Whole Picture of Chinese Intellectual Property nght”

‘Sept,19883 written by Keigaku Gi " : . S
'*“A51avs Intellectual Property’ Strategles”. Oct. 8, =:1994
'wrltten by Masashi Kurose 2o T S S

-IIT. The Republic of Korea ‘(Korea)

The economy of Korea saw a rapld development after the

',;adoptlon of the forergn currency induction promotlon ‘law of
11960 and the promulgatlon of the forelgn currency transfer _ _
;alaw of.. 1966. As - result, 1t's GNP -rose. to -376..9.. billion . o
_"dollars Wlth 1ts natlonal 1ncome per person amountlng to
8,483 dollars in 1994.‘ Korea ranks among the 12 blggest
T_tradlng _countrles in the world 'and the Sth ‘largest
”automoblle producer._Nevertheless, for flve years from 1988
ﬂto 1992 the competltlveness of the Korean products in the

'world market weakened due to the mountlng demand for

_democratlzatlon, actlvatron of labor unlons steep wage.
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.%increases. This led to a situation where Korea is on the way
‘to:decline as the NIEs (newly industrializing economies) in
" Southeast Asia are rapidly catching up with -Korea which .is
strong in labor-intensive industry in . the world. In this
situation, "Korea is compelled to upgrade its industries, and
is searching a way out in technology-intensive industries.
In order to convert its  industries to technology-
intensive industries, the key question is how fast Korea can
~develop 'its: high-technologies which Korea lacks. It is quite
'.di.ffi_cu1t to achieve. this target in a short peri_od' if it
depends only on i'nde'p.endent ‘development: So, .it. is an urgent
task for Korea to push ahead:with its 'industrialization by
ninduoting 'technologies- from foreign countriesQ; Until the
. early 1990s, the Korean Government had imposed various kinds

- .of restrictions on fore:.gn enterprises . which. 'could. poss:.bly L

~provide the country with: technology_llcenses, -However, .as
there were conditions disadvantageous to foreign enterprises'
among the restrictions, there were a big obstacle there
- ahead of, foreign: enterprises who had a chance to provide
Korea with technology licenses. .On the other hand, for the
“Korean - companies . which. accumulated - economlc potential, : the
reporting system imposed on them by the: government
.concernlng international agreements is belng not favorable
for a smooth transfer of technology. 7 '
The Korean Government which was intent not ofily on a
smooth technology tranafe;;-from;wabroad‘ to its domestic
'enterprises but also on adjusting the system in keeping with

*hlnternatlonal criteria, spurred by the inauguration of the .-

_WTO (the World Trade Organlzatlon), rev1sed “the types and_
_standards of the acts of unfalr transactlon 1n 1nternat10nal

m.-‘-;;agreements, wh:Lch 1s the government's gu:.dellne to relaap

‘the ' regulatlons :'on ‘ monopoly restrlctlon'_‘or ' unfalr .
'ftransactlons and on technology 1rcense transfer from abroad.
b U Lgtest Rev1§ed Law .

:' The main laws relatlng to the technology transfer from_
4abroad to Korea 1nclude. the forelgn capltal 1nductlon law,
'the law on lnonopoly regulatlon and falr trade (hereafter
_called “monopoly regulatlon law”),J“the types and standards__
‘of unfair transactions in 1nternatlona1. agreements”
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‘{hereafter called “criteria”), foreign exchange control law,

patent law, utility model law, design law, trademark law,
copyright law, ' computer program protection. law  and
semiconductor chip ' protection 1law. Among them, below we
introduce the 1laws which - were recently revised and .its

. general aspects.. .

1) The revision of the patent law (utlllty model 1aw)
(1mplemented on Jan. 1, 1994)

The main reason for rev:.sxon is to protect property
right by making the government return_ the patent and
registration fees when the patent rlght or utlllty nwdel
right becomes invalid, and to supplement yet—to-be adjusted

- problems arising from implementation of the law.

1, 1994)

2) The revision of the design law (1mp1emented on Jan.

‘The main reason for rev151on 15 to protect the property

?rlght of the 11censee, by maklng the government ‘return the

registration fees, when the de51gn right becomes 1nva11d,

and to extend the valldlty term of a utlllty rlght from 8 to
10 years .in accordance wlth the GATT Uruguay round TRIP

aagreement.

3) The revision of trademark rlght (1mplemented on Jan.

1, 1994)

_hcla;mant.demand;ng_revocatron of‘trademark a chanceﬁto apply

for the trademark on a priority basis. In connection .with
this, a proposed law for the rev;sron of the patent law,

ntility law, ‘the trademark ‘law and the de51gn law, which

.‘provides  for ‘the abolition .of: the existing .judgment and

“;complaintneystemnandwforethemintegrationwoﬁwmhoaeWeystemamm;

_ “and creation of a new “patent court” for the purpose of
rsimplifying'patentpjudgment,procedures,~was,approvedrbyﬂthe
'Parliament and was promulgated oanan.S, 1895, ' :

However, the revised law mentioned-above is planned to

-be 1mplemented on Mar. 1, 1998, timed with the settlng up of

a “patent" court.”‘Be51des, ln connectlon Wlth ‘the proposed

law, the following matters are under con51deratlon : (1) A
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~ The- purpose in the revision. was to: make the law nmre'
'~rratlona1 in content, for 1nstance,' by abollshlng the
obligation to submlt evidence of its use 1n applylng for a
trademark or in applylng for its renewal and by g1v1ng a




‘uniformly' from < the application -date of = patent”),  (2)
enlargementr of  the scope -of patent infringement, . (3)
enlargement = of ~ the object of protection . by patent
“(“substances obtained from the conversion of atomic nuclei).
(4) a system for earlier application and publication and (5)
the indication system of contents of technologles.”“
As for the trademark law, the revision of the law is -
now under way 1n 1995 to introduce the color trademarks and
.preparat:l.on J.s in progress for the 1mp1ementat:|.on of the

5rev1sed law in '1996. ' o '
4) The revzslon of  the copyrlght law- (1mp1emented on.

July 1, 1994). . -
-~ a)" Article 6 of the copyrlght 1aw . =

_ Collect:l.ons of partlcles, numerical values, di:a'g'rams
rand others arranged in such. a way as to permlt search by'
;means of an 1nformatlon proce551ng devrce have come to be .
:1nc1uded in the category of copyrlghted ‘creations.  In
1connectlon Wlth thls,:varlous ‘kinds of data bases have come _
to be proteoted as special’ copyrlght ‘products as’ long as
originality is.recogni?ed in the  selection of_materials and
thelr arrangement. S | ' ' |

b)“ The recognition :of the right to lend. phonograph
record rights (Artlcles 43 65 (2) and 67 (2) of the
- copyright law)

_ Dlstrlbutors and players are given the rlght to lend p

fforL proflt photographrc 'records for” the profit-making

‘purposes whlcb contaln thelr works produced after July- 1,

1994. e e o e

- ¢) The enlaréemehtiof protéctife1period”for“copyright;
neighboring law (Article 70 of copyright law)}.

-The protection term of actual .performances, phonograph

review-of the. .term of -patent, (It -is-proposed. to be.20..years -

FrecérdymbroadcastSwand&othermeopyrightrneighboringwmightwwas”
‘extended from 20 years to 50 years, counting from the year

o next - to 'the: creation of ' a copyright-neighboring right,. is

established for the - copyrlght—nelghborlng- right:  became
“effective after July 1, 1994, - o

d) - SpeC1a1 recognition of the right -of performers .
concerning transfer of their right to 1mage works
(Artlcle 75(3) of copyrlght law) ‘
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~Contrary to the previous provision. which stipulated.
that = the music and pictures - recording -and, performance
broadcasting rights of performers who agreed to cooperate
with movie  producers, = were - regarded - as transferred
unconditionally to the movie producers concerned, the new
- provision:stipulates. that these rights are regarded as
‘transferred to. the' 'movie producers unless there is. .no
‘'special agreement. By so doing, the new provision recognizes
& special agreement on the transfer of performance right.
However, this provision is not to be enforced for five years
the date of enforcement of the revised copyright law. -

e) The-enlargement of the acts. regarded as 1nfr1ngement
(Arthle 94 or tne copyrlght law

- The previous law was  revised so that the acts"of

_dlstrlbutlng knowrngly the products made by 1nfr1ng1ng the
‘right duly protected by the copyrlght law, or the acts of
possessing such products for the purpose of dlstr:.butlon,

'uc'constltute a breach of the law-_

E) Strengthened punlshment (Artlcle 98 of the copyrlght
1aw)

Under the prev1ous law,' a ”person Who infringed the
*rlght was sentenced to up to three years ‘or “fined ‘up to 3
:mllllon won, but the 'rev1sed law stlpulates that  the
violator is sentenced to up to three years or fined up to 30
-~ million won or these punlshments may be c0mb1ned. Moreover,
a. person. who falsely or 1llegally' publlshes a product is
;sentenced to up to one year or fined up to 10 mllllon won.

5) The protectlon law of the computer programs
{implemented: on July 5, 1994):- R

: The protection ‘law for  computer . programs = was
promulgated in 1987. It  is true that the =protection of

_dpoor because the punlshment of 1nfr1ngement of the copyrlght
of the computer programs is light. These is alsc a problem
that a quick solution of a dispute is difficult as it is
provided for no mediation function for' the solution of
disputes about programs. In order to solve this problem, the
computer program law was revised in keeping with a tendency
toward intensifying copyright protection.
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‘2. Regulations concerning technology transfer agreements
""" The Korean: Government has mainly applied:the following
'regulations” about’  technology ~transfers . from foreign
'enterprlses to domestic companies:. L :

1. The obligation to report .shall be: fulfilled in the

concluded agreement according to Article 33 .of the Monopoly .
Regulation Law which stipulates that “When an enterprise or

a business associatior concludes-an international agreement
within *anl‘certain range {(agreement fees and terms), - the
contract’ shall be reported to the Fair. Trade Comm1551on
within 30 days from the date:of: conclusion. = :

2. -Article 32 of the Monopolv ‘Regulation. Law- stlnulates.

;that “an enterprlse or a busxness aSSOClatlon “shall not
_fconclude an 1nternatlona1 agreement whose content concerns
1unjust coordlnated acts, acts of unfalr transactlons and ‘the
‘acts of 'nm;ntalnlng ‘resale prlces." The article provlded
that = “criteria” ‘concerning T"the'” technology * transfer

'.'agreements whlch are to be regulated by law, shall*be'made-

public and enforced in 1990 to make enterprlses “concerned

. observe the crlterlaQ,There were provzslons in the law which

were not acceptable to the 11censor. However, the crlterla
were later rev1sed ‘to ease the regulatlons and to change
them to accord with 1nternatlona1 crlterla. '

. Here we 1ntroduce some maln changes from the prev1ous_
iprov151ons, . concernlng _the. transfer of‘t technologlcal_

licenses,  consequent ‘upon the rev151on of the Monopoly

3:Regulatlon Law (1mp1emented Apr._l, 1995) and the rev151on-‘

- of  the “cr;terla” and - of ‘“regulatlons ﬁir technology
:transfer”:(;mplemented‘on Apr. 1,.1995,. 1nstructlon No. 95-
‘15 of the Korean Financial Economic Board) '

i R S R e
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Main Changes Made After l.aw Revision___

item

. Beforeé Revision

After Revision

Agreement  which

requires report

Contractcertificatldn

All the technology transfer agreement were reguired to be reported
to theicompetent minister and banks, respectively, as to the term of
agreement and royaity fees. (Regulatlons on technology Inductlon)

The regulatlon to standardize royalty is abolished. It is not necessary to
report on technology license agreements other than those on high-
technology, including of asronautics, atomic energy and defense industry
technologies. (Regulations on technology transfer)

by bank

In case The term of agreement was less than one year the
applicant should receive the certificate of agreement from a forelgn
exchange bank, (regulations on technology induction)

The certificate on an agreement by a class A bank ls abollshed (June
1994) { Regulattons on teohnology transfer)

Multiple applicatlon '

In case the term of an agreement is less than one year, a certifi cate
by a bank was required to be obtained, If the term of an agreement
was more than one year, a report shoutd be made to the competent

.| minister and the fair trade commission. The report to the competent

minlstry was regarded as ‘having made to the fair trade
commilssion. (Paragraph 1 of Artlcle 33 of the Monopoly Regulation
Law) ¢

Examlnatlon of an lntematlonal agreement by the fair trade cornmlssron
can bhe requested only in case the contract term exceeds three years. It
is not necessary to report in case the term of an agreement is less than
three years. {Articla 33 of the Monopofy Regulation Law)

By thls revlslon number of appllcallon of technology lloense agreement to the government is expected by 96% comparing to those of 1994, (the number of technology

transfer agreements conoemlng aeronautlos and space, and atomic energy and defense indu

license agreements.) -

stry technologies I 1994 is 20 out of the totat number of 523 technology

Main changes due
to the revision of
"criteria’

Types and standards were stnotly speclﬁed

Types and standards of _unfair transactions ln the 13 provisions are
classlfled into "gray” and "white" provisions to dea! with them flexibly.

Non-dispute The olause of licensee’'s non-dispute obllgatlonrl oonstltuted a|The Clause of licenses’s right to non-dispute obligation does not
obligation of breach of the Monopoly Regulatlon Law. (Paragraph 10 of Article 3 | constitute a breach of the Monopoly Regulation Law. (This clause was
licensees of theorlterla) _ declded to be deleted from the revised criteria) _

The escape clause The escape clause for the ficensor on the lnfrlngement of his rlght The escape clause for the ficensor does not constitute a breach of the
for the infringement by a third party constiluted a breach of the Monopoly Regulation | Monopoly Regulation Law. {This clause was declded to be deleted from
of licensors Law. (Paragraph 10 of Article 3 of the criteria) - the revised onterla) _

Designation of high- The tollowlng 10 ftems in 105 areas were included ln the scope of | The scope of the hlgh-technology was revlsed to Include lhe followmg 94
technology - - high-technolagy. . items in 7 areas.

exempted for 5 years.)

‘1. Machinery industry 2, Electric and electronic lndustry
3. Precision machine industry 4. New material industry -

5. Life science 6. Aeronautic and defense industries .

7. Oil-alternative energy and electricity generation -
‘8. The preventlon of envlronmental pollution and others
9, Atomic energy .

110, Catalyze

1. The fields of electronics, lnl’ormallon and eleetrlclty

2. Preclsion machinery and high-tech lndustrles and the field of good
distribution process

3. The fields of materials and raw materlals '

‘4. The field of new materials and preclsron chemlcal and the lleld of
biological industry

5. Optical sclence and the fle!d of medloal eppllances

8. The field of aeronautics and transportation

7. The fleld of prosperity, energy resources and the construct!on industry

 The Ilcensor shall be exempted from tax on royalty received by the llcensor of hlgh technology as previously stipulated. (An income tax or corporation tax shalt be




As there actually existed strict Government restriction
jfin the’ past in Korea,:. there were cases where it was
‘difficult to _get*l permission for technology license
5',.agreement. However, a prospect is now obtained' as the

L regulatlons and criteria concerned will be rev::.sed 1n ‘the

~coming several years. The s:.tuat:.on is such: that in v:Lew of
-_the Korean Government’s :.ntent:.on to ease restrlctlons, the
iregulatlons can be regarded as almost the same as those 1n
7 advanced countrles. B i L

_ In - the_ future, 'when Korean compan:l.es ‘are- glven
'technology llcenses, attent:.on should be paid to regulatlons
mentloned above, 1nclud1ng -“the crlter:La.."._'Moreover, ‘there

"'have been some cases in- which the Korean Government gave

rperm1551on under the follow:Lng condition. . :

' (1) When an appllcant submltted a technology lJ.cense
‘agreement to the - competent m:.n:l.ster, there came an order
from the fair trade. commission that. ‘the word:l.ng “subject ‘to
-the . prior consultat:.on and mutual agreement of the both

':partles,” be deleted concerning the export by the l:l.censee._

- The ~licensor who Jjudged that the root cause of the order
- ;lJ.ed in Paragraph 2 of Article 3 ‘of the old “criteria,”
}stlpulatlng that to excess:.vely restrlct sales areas and the

.dlstrlct to which goods are exported should be - regarded as_'

an unfa:.r transact:.on, pald attent:Lon to the prov:l.so :.n the

- Article- wh:.ch stated “the restr:.ct:.on . on: export to ‘the

“regions- where the llcensor already reglstered his . contract

_'technology or where the . licensor g:l.ves a exclus:Lve sales__
i:rlght to ‘a th:.rd party, J.S ‘not . regarded as an unfalr"

; "transactz.on, . and listed the names of all countries. to wh:Lch_ o

": the prov:Lso appeals, and obtained . approval from the FTC on

" '-1'cond.1.tlon that 1n case the lJ.cense' des:.res to  export to‘:'h

. these . countrJ.es, he can do so by "obtaln:.ng approval from ‘the

‘licensor in advance. -
(2) In c:ase the royalty rate exceeded 5% in the past

it often became a problem as an. unreasonable prJ.ce.' However, :
_"today, there are some cases where, if an agreement is™
:reached with the licensee, : there is no problem in settlng a’
- 4h1gher royalty.: The Korean Government recogn:.zes such an"_f__

"N-agreement as a case of freedom of agreement. :
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{3) It was true that in the past to provide Korean

~company with a technoleogy. license:-was a synonymous with a

technology transfer. It was impossible for the 1licensor to
impose restrictions on the use of know-how .by the licensee
after the expiration or termination of -an . agreement.
However, in the past for several years, it has become no

" problem in an agreement to prohibit .the use of know-how by
~ the licensee after the conclusion of an .agreement. However,

the use of know-how is not prohibited when-it has been known

'public for reasons for which the licensee is responsible.

(There are many cases in which the licensee asks for the
continuation of the use of know-how after the termination. of
an agreement.) ‘ | |
N (4) The “crlterla” revised this time clearly stipulate
is that'“to set a certaln ‘amount of mlnlmum royalty 1s not

",an unfalr _transactlon.”p In the past, -the setting of a
- minimum royalty was approved only in an, exclusive license
,agreement and the settlng of a mlnlmum royalty was approved
_1n such an agreement even under actual contract condltlons.

As it is expected in the future that the laws and.

,regulatlons relatlng to technologlcal transfer llcense w1ll

change, it is necessary to pay attentlon to it. In

;con51derat10n of the fact that Korea alms to become a member
~of the club of advanced countrles, some time Korea w1llﬁhave
‘laws and regulatlons the same in content as those in

advanced countries. Though Korea has come close to the level

'_3of the advanced countrles in respect of the legal . system
' _relatlng to intellectual property right, practical

improvement are hoped for, ]udglng partlcularly from the
fact that not so much 1mprovement is seen. 1n comparison with

the past 1n the dlstrlbutlon of 1llega1 products. L B
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| faiwan

*
o

'From::iQéQ to around 1990,_ there ‘had been brisk

1nvestments in Taiwan by overseas Chlnese' and forelgners‘
along with-: trends in openlng of pOllthS and llberallzatlon_

”of'economy in" Taiwan. - _

' ‘Especially, for the, Japanese L people ’ vho. ‘feel
geographlcal and llngulstlc (the use of Chlnese characters)
-afflnltles, Talwan -was'fa' favorable country for their
1nvestments. However, from 1991, the 1nvestment env1ronment

has been deterloratlng due to - wage hlkes ‘and a rlse in
protectlon' of the env1ronment, it resulted 1n ‘a sharp_-
'-,decrease in Japan s 1nvestment. Investments 1n commerc1a1

_pand service sectlons, lncludlng supermarkets and department
. stores, increase remarkably in the last 3 to 4 years,'whlle

forelgn manufactures ‘once occupled ‘an’ overwhelmlng portlon-

- of forelgn 1nvestments in Taiwan.
The trends in the cases of technical cooperatlon. by
year and 1ndustry,“‘wh1ch areh_approved by Investment

“rCommission, are shown in” flgures of ‘next page.
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" The :laws -to protect the ‘intellectual property rJ.ght in

-'Talwan are; o : LT
' “The - patent law: (invention, utility model and new design are

included),” “the trademark law,” “the  copyright law -
{computer programs are included).” s - '
In order to strengthen the protection of intellectual

‘property- rlght 1n the s:Ltuatlon where the Unlted States

': _Idesa.gnated Taiwan as a nation to be watched by prlorlty in
~connection with Special 301, the Taiwan Government amended

two  laws, namely “the ‘patent law (enforced on Apr. 21,
1994})” and “the trademark law (enforced on Dec. 22, 1883).%

. Furthermore, “the protection law of the integrated circuit”
"will be enforced on Feb. 11, 19988, rand “the law on trade.

secret” is expected to be enacted.
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Besides, to become a member of GATT, Taiwan government
has made considerable effort practlcally and politically to
1mprove enforcement of intellectual property laws in order
| to satisfy the requirements of GATT/TRIPs agreement. In
fconsequence, new amendment of the patent law and trademark
:law are also expected.--= o

_ The 1nvestment-re1ated fundamental laws 1n Talwan are
‘“the law for promotlon of industrlal development,” “the law
for 1nvestment by forelgners” and “the law for. 1nvestment by
'overseas Chinese”. Technical transfer to Taiwan had been
governed by “the  technical .cooperation -act” . until quite
Frecently. o e - e

- The Talwan Government is preparing for variocus types of
investment - encouragement measures, for ‘investors. Among them,
- “the law. for’ promotlon of industrial development” was’ newly
enacted  in - January 1981 . to. - replace . “the law for
;,encouragement of investments, ” which was formulated in 1960
and completed 1ts role at the end of 19%0. This law glves a'
'deflnltlon on, reductlon of and exemptlon from taxes, ‘and

'1ntroduced a more effectlve 1nvestment encouragement system

_by favorlng the functlon—based encouragement system rather
than the former product—based one. o :

“The law for investment by forelgners” was formulated‘
- to guarantee the  investments in Taiwan by foreigners. This
law was enforced in July 1954 and revised on May 26, 1989.
The law mainly assures the remittance of proflts gazned by
investments to foreign countries.- : T S

In case of technology ,transfer-.agreement,f licensing .
practiceé had to be subject: to ™“the technical cooperation -
;wacfrﬁheﬂoweyer, .the..government. had. gradually. :loosened..its

control ~ over the  examination,: ‘and then, " “the .technical
'”copperation “act”  was ' abolished ‘on - Aug. 2, 1995. “The
technical cooperation. act” owed its:. creation to special
circumstantial . backgrounds = which called = for . special
protections of the industries of Taiwan and a control of the
foreign remittance. A technical cooperation agreement ‘which -
usually consists of a patent or know-how license, had to be
submitted to the Investment Commission for examination. In
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dependent 1nvent10n.

regard. to the agreement, the government assisted to prevent

unfair terms. and conditions, such as too high royalties or
incomplete technology transfer.  2An -approval from the
Investment Commission also constituted a basis for :@tax

exemption for .royalties paid.

1. Recently amended laws . g _
1)The specific points of the amended patent law
The amendment. bill for the patent law passed: the

. Legislative Yuan on Dec. 28, 1993, andﬁfprbmulgated*'and
| implemented on Jan. 21, 1994, And - the . enforcement

regulations for the amended patent law. were promuigated and

implemented on Oct. 3, .1994. The specific pOlntS of the

amended patent law: are as follows. _ :
(1)Enlargement of the objects to patent protection
. .Regulations of the o©ld law, which did not allow the
patentability for food, 'beverages, habit-formihg'narticles,
new varieties of microorganisms, and discovery of the new

'use of the articles, ‘were deleted. - Nevertheless, 'new’
varieties of animal and plant are not yet regarded as

objects of patent. Patent right on microorganisms  is not

-obtained for the people of the: countries which have not yet

concluded a reciprocity agreement with Taiwan, 'but this

regulation is expected to be amended again.

v {2)Force of patent right T o
The nature of patent right changed from a“the sole

'Qright of the use” to an “exclusive right.” In the past, even
when “the’ basic patent " was infringed, = there® were no
‘alternatives but to demand guarantee money (not damages)

from the accused if “he: possessed patent rlght of the

(3}Durat10n of the patent rlght
The duration of invention patent; utility model patent

_.'and new design were extended to 20" years, to 12 years and 10
~years - respectively, : calculating - from - the - date of
~application. ‘(Under: the old law, the duration of invention

patent, utility model patent and new design were 15 years,’
10 years. and' 5 years from publication, but not exceeding 18
years, 12 years and 6 years from the date of application
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.respectively.) -As TRIPs ‘regulations provide "that the term of
protection -‘of < design should be at: least 10 years, the
duration of. new design-is expected to be lengthened: to 12
years from the date of application. . ) S
Concerning the patent of pharmaceuticals - and
agricultural chemicals and the method of production thereof,

~the duration may be extended for -additional 2-5 years but

- not exceeding the time which he spent to get the manufacture
approval stipulated-in the law. : (However, :the people of the

' ‘countries which do not conclude a reciprocity agreement with

‘Taiwan ‘are not allowed to extend the term of patent.  This
regulation is planned to be amended again. ‘ EEEN
. (4)Restriction in license agreement {patent misuse) . -
Under amended Patent law, the following contract-terms
'.provided in a  patent license agreement should.beﬁinvalidi
- “prohibiting ‘the licensee from using or place restriction on
‘the use of certain article. or method: not "furnished by the

licensor” and ‘“Requesting the licensee to purchase from the

licensor products or -raw materials not protected by the
_patent.f-.~* _ _
(S)Prlorlty rlght _
_ Forelgn applicants. can: requlre their: prlorlty ‘rights on
the prlnc1ple of reciprocity.: The applicants: should declare
| fprlorlty rights. simultaneously - when fﬁhey - submit - their

applications. The priority certificate can also be- submltted.

fw1th1n three months after the date of appllcatlon..;
(6)Employees' Invention o e . _
Basmcally, employees 1nvent10ns ‘belong to the employer.-
+{7)The right of pledge - . - - L
Patent right can be. used as the rlght of pledge.

'W@mHowever, -the -patent-application- rlght ~Gannet--be- used as-thew

'_'rlght of pledge.

. :{8)Parallel imports

~The regulation of the. old law,-the articles. 1mported' 
_from a. foreign:country and-manufactured by the- llcensee oL
- assignee of  the original: inventor shall. be  excluded from:
- patent right effecting in Taiwan, was. deleted  from -a
standpoint. of = the -principle .of . territorial privilege for
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~jurisdiction. The amended regulation provides that the court

should decide whether to prohibit parallel imports or not. .
(9)Compulsory license right :
The permission for compulsory license. was restrlcted to

the cases of an emergent need of the nation; augmentation to
.the public interest without any action to makeqp;ofit,for a
request for license has not been agreed by the patentee when
reasonable commercial conditions have been provided by an

~interest party after .considerable time but in.vain. -After

the . patent Ilaw. was . amended,.  the demaﬁd . for -compulsory
-license by reason of non-working of a patent. can not be

' claimed.

However, the patentee license the other for the patent

:which compulsory.license has been: permitted. .In other -words,

the . amended law clearly. stipulates: that. the . compulsory

‘license is not an exclusive license..

Moreover, in order . to become . a- member -of GATT,‘ in

- econnection with the TRIPs, it is expected to add-a"condltion

thatv--compulsory._ license - of:: the  .patent related to

';semiconductor technology .shall beflimited to. non-profit use

of .a patent for enhancement of the public.benefit or unfair

~competition by the- patentee. .

--{10}Labeling of patents _
- It is_ necessary to indicate the patent number -on .a

'producti-or' its package - related to the patent 6r their
- covers. If not, the patentee cannot demand compensation for

damage. (Under the .old law, the patentee was not obliged to

.'indicate the patent, but should prove the fact that-the

accused manufacture knew that the product was patented.
" {11)Legal procedures against infringements .
‘In bringing .a -charge .of dinfringement  against- the

R

‘viclation, the complainant = should ‘prepare- a infringement

'"-op;nion and a copy of the written warning by which the

patentee demanded the violator stop .the act of infringement.

(A'devoted~organization for making infringement- opinion is

expected to be established.) s &
(12)Additional compensation due: to willful- 1nfr1ngement
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In case of willful infringemernt, the court can set an
amount of compensation in excess of the damage but not more
than twice the damage. ' ' =

(13)Statute of limitations for infringements"

The ‘complainant ‘should apply for the compensation for
damage and call for stoppage of acts of infringement within
‘two years 'after he came ‘to have ‘the - knowledge 'of “an
infringement. if not,'he wi1lVloSe thé*right5of'c1aim;”The
right will also lapse if the infringement continues for more
“than 10 ‘years without aﬁY”claim”byjthe‘COmplaihantgf(Undér
"the o0ld law, there was noFstipulation~about-the.Statute~6f"
limitations.) ' EEEEEE

¢ (14)Others” | |
_ -~ ‘Provisions for punishment were ‘tightened to ‘‘clamp on
- infringements, and ‘other provisions were also amended, such
- 'as multiple applications, ‘divided appllcatlons, application

”for objectlon,'counter argument, etc. SR
7 2)The: main points o6f the amendment of ‘the trademark law
‘The amendment - bill of the trademark law- was-approved by
jthefLegislative‘Yuanlbn¥Nov.'19;f1993 andiprbmulgated-and'

implemented ‘on Dec. 22, the same. year. -And - the' amendment

enforcement regulation for the trademark law was promulgated
and implemented on July 15, _1934.3aAsT-a' result of the
amendment regulations, the international classification
. system is used to <classify "goods and services. . This
amendment of the trademark law is the“largest'6ne”since'the
- amendment in 1972. The main p01nts of ‘the revision is listed
below; o S Co e e o

(1)Prlor1ty
Priority can be claimed within 6 months from the next

..day of first applicatidn”in‘the country'which*has- a‘treatywm_ ,_w_3'

or “agreement with the Taiwan for rec1procal protecticn of
'-trademark. ‘ S s RO
“{2)Limitation of the scope of trademark right
o fThe'exclusive”right of use a ‘trademark 'is'restricted to
-the designated goods. Under the old “law, the’ scope of the
trademark right covered all goods in the same class. ' .
(3)Regulations on licensing of trademarks =
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The owner of trademark rlght can llcense others to use
his trademark. Thls license for the use of the trademarks

should be recorded with the agency in charge of trademark
‘matters; unrecorded llcense shall not be valld as agalnst

'third parties. ThlS prov151on shall also apply if the
llcensed user subllcenses others to use of the trademarks
with the consent of the owner of the trademark rlght. Under'
the old law, the 1licensing for the use of the trademarks

requires approval and sublicense was not accepted.

in addltlon, ‘“The standard on acqulrlng & trademark

'rlght from a forelgn enterprlse” was abrogated on July 30,

1993. This standard provided for the approval of the use of
registered trademarks possessed tnr'foreign enterprisesf‘ln

case the‘person to be approved was a foreign enterprise, it
. was usually ea51er for it to get the approval of the use of
'1ts trademarks, but in case a Talwanese company wanted
'approval of the use ‘of a trademark possessed by a foreign

company, it is considerable number of restrictions._However,
as a result- of the abolltlon of this standard the  same

”procedures as licensing for the use of the trademarks

possessed by domestic Taiwanese enterprlses can be ‘applied

in_ Case ‘the reglstered trademarks. of forelgn enterprlses are
'llcensed Taiwanese companles.

(4)Establlshment of the rlght of pledge _ _
It is stlpulated that the trademark rlght can be the
object of pledge. The creatlon of a pledge by the owner of

© trademark right and change or extlngulshment of a pledge-

shall be recorded with agency 1n charge of trademark
matters; unrecorded'pledge, change or extlngulshment shall
not be valid as agalnst third partles. The old law dld not
rec0gnlze the establlshment of the right of pledge. Durlng

- the contlnuance “pf--a-pledge; pledge shall ~not-- “use- —fhe-—

trademarks unless it has been llcensed by the owner of the

-trademark rlght.”

(S)Cancellatlon of reglstratlon due to non-use
. The effectlve term of non-use was lengthened fronl 2
years to 3 years. It is stlpulated that the cancellatlon of
reglstratlon due to non-use of a trademark can be exempted
b¥ _means,_of provlng:,the ffact_ﬁthat llcensee: uses,wthe
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':trademark. ) The regulat:.on of the previous law,: ‘. which
'prov1ded that the cancellatlon, of reglstratlon could also
exempted through use of a defen51ve trademark was deleted.

And, a new regulatlon stlpulates that the’ cancellatlon of
reglstratlon can be applled for the ‘goods which did not use
the trademark.. It 1s stlpulated that those who have ‘the

ftrademark right are totally responsrble for provrng the use__

of the::.r trademarks .
(G)Well known non—reglstered trademarks
Regulatlons of the old law concernlng lnfrrngement upon

well known trademarks whlch were ‘not regzstered was deleted

because ‘the fa1r trade law is applled to such cases.
' (T)Regulatlons on the termlnatlon of trademark rlght
In case the goods bearlng trademarks are traded and

-kc1rculated in market by the owner of trademark rlght or the_l_

.yllcensee, trademark right shall not extend in respect of the
sald goods,,However, this provrslon shall not apply where
for the preventlon of deterloratlon or damage of the" goods,

or hav1ng other' justlflable reasons. 'This means that

‘parallel 1mport does not constltute trademark 1nfr1ngement. ‘
o (B)Others o ' '
Regulatlons were either amended or newly ‘formulated

such as, the dlstlnctlveness of trademark, the definition of

interested party, the‘ definition and 'a551gnment of

associated’ trademark ‘and defensive trademark, the system of

h':certlflcatlon mark and collectlve trademark.

2;"'B§gulatlon goncernlng tgghng;ggy trgnsfgrs

‘As already mentloned,.“the ‘Technical Cooperatlon Act”

concernlng agreements on technology transfer was abollshed_

wgon ~AUg. - 2 1995. The...-Technical.- Cooperatlon Yo was S—

" formulated to cope Wlth the cases in which a' person

‘concerned get a certain amount of profits after provrdlng

the Talwanese government, 1nd1v1duals or corporatlons with

- know-how (tecth.cal secrets) ‘or patent rl_ght possessed by

h forelgners' based on the 'regulatlons of “the law for
1nvestment by forelgners.”'The competent authorlty for the
1aw was ‘the Investment Commission of the Ministry of

Economlc Affairs. Technical cooperators had to conclude an
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“agreement on technical cooperation” and they had to submit
_the said agreement before. the Investment Commission .for

'ﬂgetting approval. .

Basically, the Investment Comm1331on respected the

'contents of the agreement between the parties concerned, and
"examlne whether the content of technology was within the
;scope of the. Technlcal Cooperation Act; whether.gthe

ondltlon of paylng llcense fees was appropriate; whether

the term of agreement was approprlate 1n v1ew of -technical
_;1nnovatlons and technlcal transfers; whetheru_there‘:were
- restrictions on export markets; whether there were
- .provisions . for the‘_ obllgatlon . to purchase . materials
Vu'exce351vely,'and others. Correspondlng w1th the 51tuatlon of
- internationalization and Wllberallzat;on,,_the .examlnatlon'
~ process  for obtainingﬁ_:approvalc - had beenr becoming

lcon51derably loosened.

- In the past, Taiwan government control strlctly on the

_foreign exchange. Therefore, the parties would apply__for
_approval of the technical_:cooperation agreement from the
"Investment Commission to obtained the right to - remit the
- royalty out of Taiwan. The situation changed when rem;ttance
_of,money_toliorelgn countries has been liberaiized_under the

amended “Foreign Exchange Control Law.” Therefore, the

'Technica; Cooperation Act loosed its efficiency on that

important point. Now, to abolish the Technica;‘Cooperation
Act, the principle of 1liberty of contract with respect to

5techn1cal assistance agreement has been establlshed

However, as nﬁntloned above, the Patent law restricts
the patent mlsuse -which is known. as tylng arrangement. In
addition to the tying arrangement, other conducts causing
unfalr competltlon, such as prlce flxlng, package llcense,'

and 1nvolv1ng patent rlght are well. deflned. by the Falrmﬁm

K Trade Law.

The old trademark law prov1ded for strlngent condltlons'
as prerequlsltes fro,trademark licensing. Under the old law,
a trademark owner could license others to use his trademark
only when the manufacture of the goods bearing the trademark
was under the supervision and control of the trademark owner
so _that the trademarked goods could,_maintain:_the.Ssame'
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quality, and when the speeific requirements preébribedrby
the Mlnlstry of Economy Affairs were all' ‘met ‘and such
license had been approved by the authorlty in charge of
-trademark matters." However,' ‘the amended trademark law
revokes the vrestrictions on trademark licensing to allow
“trademark owner to Jicense”their'regiStered“trademarké“tb
others upon mutual agreement As aforesald, “The standard on
‘acqguiring a trademark rlght from a forelgn enterprlse”"was

7abrogated, ‘there is no speclal regulatlon to 11cense to use

'trademark in Talwan.

‘3. 'Matters to tended after on'lu _iricr'= a_technology -

_transfer agreement
~(1)Matters related to patents

‘The amended law stipulates that infringement opinion is.
needed to file a suit on a patent infringement, and .
'moreover, ‘it is necessary to warn the violator in advance.

In actions alleglng infringement of manufacturlng method, an
accused can ralse an’ opposmng-ev1dence if the accused can

produce the same product by using other “method - dlfferent-

“from ‘that of patentee s method described 1n hlS patent.-I

N other words, the said other method ‘which is dlfferent from a

method actually applied by’ the accused is regarded
rebuttal. (This provision is planned to be amended again“)

" As stated-above, attention should be pald to the fact_

that 'there'“are 'peculiar regulations concernlng patent
infringements,  such as “A parallel import 'is’ judged by the
court case by case,” and “without the label of a patent, the
patent holder cannot demand compensatlon for loss.” -
‘Besides, under’ the old law relating to the claim of

_compulsory..license,.. there were .cases- that--the - compulsory

license was approved due to the non-working. More precisely,
'in case the licenser produced all or most of the goods
relating to an invention abroad and imported them to Taiwan,
it was not regarded as properly working ‘of ‘a patent. The
amended law does not permit a demand for compulsory license
' of ‘a patent due to the reason of its non-working. However,
‘theé present patent law in Taiwan includes still special
regulations, - so ' that those who ere'*engéged ‘in business
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related to these regulations should be well aware Qf.that
peculiarity. '
(2)Trademark relations & _ .
"As the trademark law was vastly amendéd, including the
liberalization of trademark usage approval and its renewal
conditions, it is necessary to do business, paying attention
to the amended law. There is no room for dispute because it
is clearly stated in the law that the parallel import of
genuine products ‘does not constltute an 1nfr1ngement of the

trademark law:
To block the export of products bearlng false trademark

from Taiwan to other - countries, “the monitoring system on
‘the export of products bearing false trademark.” was adopted
‘on BAug. 17, 1994, and was enforced on Oct. 1, 1994, by the

Board of Foreign Trade in the Ministry of Economic Affairs.
In the monitoring system, ‘the Board of ‘Foreign Trade

-éxamine"the*trademarks, the 1list of the authorized. users,

and duration of rights of exclusive use which are supplied

by the registrants, and then key that information in the

computer ‘data bank. The'dffibers‘of ‘each custom office will
review the ‘trademarks used on the exported goods “to see

whether they ‘are infringing the ‘registered trademarks. ' This
_computerized monitoring system may efficiently protect the
intellectual property rights of trademark owners and block
the export of . the falsely 1dent1f1ed products "o - other

"countrles.
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v. LeSociaiist'ﬁepubiio_ofryietnanr

‘Socialist Republic of - Vietnam . (hereinafter . called

- Vietnam) is, as the name shows, is a"socialiStic,fcountry-
‘wherethe communist party rules. JHowever,_facingdup'to its
economic and social -situation which.suffered from poverty and

~aftermath o©f Vietnam War, “Vietnam. set forward. 5Doi—Muoi' '

(economic: . reform) poliecy in. 1986 in order to restore and_ :

_ develop itself. This policy ..is 'a new . .economic K reform one

':introducing capitalistic competitive principle on a  large
scale, which models after Perestroika initiated by Gorbachev,.
who :was the  last General Secretary in the era. of the Soviet

Unlon-' . . SO Co T SN ,
_ Orlglnally, Vietnam is blessed with material and human
resources, - -i.e. . abundant - underground . ~resources .. and

"agrlcultural .products -and ..industrious. workers and .students.
As - Doi-Muoi. policy proves . .effective, . Vletnantﬁhasl got much.
attention from other countries as-a new market. | _
On the other hand,: -in. order . to introduce capltal and,
technology from- advanced countrles, - Vietnam  has been
adjusting laws concerned - to accord with 1nternatlonal'

standard.

1. Ihe latest rev;sed la WS -

.....

Wwpatent, utlllty' model desrgn and trademark, in. order toiTﬂT@Mwm

protect technology and-intellectual property rlght_ln_such a
~level as advanced countries do.(March, 1990}  Vietnam also.
revised its copyright 1law in December, ‘1994 preparing .for.

membership in the Verne Convention. . Moreover; Vietnam is -

actively making efforts to adopt the international protection.
‘system of intellectual property right and other legal system,
- after participating the Paris Convention, WIPO, PCT and the

270




Madrid Treaty. We will introduce major revisions below..
©-(1) Copyright law 3
Under the revised Copyright Law, Computer software is
also the object of protection. Works made public' -outside

Vietnam .are not treated as objects of protection unless it is

made public in Vietnam within 30 days after the first
publication. Of course works made public in countries with
which Vietnam confirms reciprocity in bilateral treaties, and
which are members of the Verne. Convention (on the premise

-that Vietnam should join the :.convention) are automatically

protected'in Vietnam in accordance with the law. The term of -
protection continues during the copyright holder is alive and

- successive for 50. years after his death. A corporate works -
~are protected for 50 years from their publication. ' '

{(2) Patent, Utility Model and design - -
+The National - Industrial Property Office (hereinafter
NIPO) should start preliminary exaﬁination "to  applications
within three (3) months after. the date of application and it

.is stipulated that substantial examination should be. finished
- within eighteen (18) months after the application in case of
. patents and within nine (9) ‘months in case of utility model.
.Moreover, as the Vietnamese examiners' ability . to examine

applications is totally high and: as they are supported by
WIPO ‘in' substantial examination (The Patent Agency ©f Japan.
sendSrJapanese:examiners to Vietnam and receives:  Vietnamese
examiners for training), the judgment of patentability can be

said appropriate. Application papers or documents should be
- written in . Vietnamese language, however, in case of urgent
‘need to acguire date *of“-application,,=wéﬂ can submit
- specifications written in.Japanese ‘as a provisional measure.

" Different from patents and utility models, designs shall be
registered without ‘examinations, ‘but ‘there is 'a system ‘of-
- complaints against registered designs. (At any rate, these
cases are few.) "As a major ‘point of the revised Patent law,

medicines and materials have become objects of protection.
(3) Trademark S
In the past, the registration of trademark was based on

‘the Prior-Use-System. As registrations by unlawful users:had
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- succeeded one: after another, registration system was changed
to the First-to-File System. However, - as unlawful
-registrations did not decrease at all, a notification by NIPO
was ‘issued, stating that NIPO. approve a claim for retraction
of illegally registered trademarks to those with authority of
'the trademarks.. p ' L ' e :

‘transfer™ and "Ordinance concerning: license- -agreements™ were
enacted. The adjustment or revision of laws mentioned:in 1.
is designed for the protection and transfer of technology

" from foreign enterprises. -On the ' contrary, these Ordinances

. were formulated: for . the purpose . of  reéestraining .both
Vietnamese and foreign enterprises from concludlng agreements
: dlsadvantageous to Vietnamese. | - S _ e
_ »:The Ordinances modeled after;ChinaJs”Control Ordinance
- on" Technology ‘Induction which was promulgated in May 1985,

and - according ~to - the . Ordinance all technology . license.
‘agreementSr-between;:Vietnamese.'and~_foreignzqenterprises" are .

obliged to ~take : examinations - whether .the .conditions of

- agreements. are permissible or -not by -Science and Technology

Committee {hereinafter SCST). - R : ' ‘

_ +» First of .all, in case Vietnamese intends to receive a
,technology llcense from a foreign enterprise, it is necessary
'to get permission in -advance from SCST:as. to- whether they can
“‘enter into negotiation or not.  Then after Vietnamese: conclude

t.the:‘agreement ‘with the foreign enterprises, they must get

epproval-oerCST-on the agreement as. soon-as poesible.=,Below

‘are the main points necessary for getting permission:
' ~A{a) Indlcatlon of the concrete content of technology

- In December, 1988, - "ordinance ' on foreign technology

. (b) The economic value’ of _the technology and. the:”-q”m“
 economic, technological and .social effect: expected to . be

tachleved by the technology .. R C
' (c) Royalty, terms of payment and its term ... -
(d) Royalty should be -within ' -5% .-of -the net .sales

(service) price

(e) The . .gquality - of - the - technology and: its

respon51b111ty 'should - be guaranteed by - the  two parties
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concerned. . _ S ‘ : ”
(f) .The term of agreement should be less .than for 7
years (However,it can be extended-in special cases)
(reference . to .the: ~ Ordinance.. = on - foreign.
technology transfer) ST _ _ _ _
SCST should decide whether the agreement ca be approved_

or -not . w1th1n 30 days after ‘the . application is made .for:

approval to it. In case SCST makes no decision- -within 30 deys..'
from the date of application, it 1is regarded that the -
agreement should be approved. Then the content of approved

 agreement should be registered with NIPO. Vietnamese: agents .

should be employed for the register.
- Without the . register, - (1) it 1s :impossible: to get -
official permission of export and import and exchange foreign-:

:currency, (2) Technology, .invention and know-how which are .

objects of license. can. -not ©be protected: under the
intellectual property laws concerned,  {3) .it is. impossible

for  the. Vietnamese 1licensee to be'- financed from banks in

Vietnam necessary for - the: business -under the agreement, and

'(4) - both parties .shall ' suffer - disadvantages, = such as
- administrative punishment or a law suit.. '

'References R

“The strategles of 1ntellectual property in Asia” by ‘Masashi .

. Kurose RIS _ TR S D
- “Technology Transfer and Licensing of -Technology. in Vietnam” .

by Stephen-Hayward (carried by Patent World, April 1995)
“"The -intellectual property law in China and.Indochina” by ..

© Lovell White Durrent (a monthly report to the Japan -
- Machinery Export Association) ' -

VI. Thailand

Thailand - has -unique conservative ‘espects iﬁ"tthe :
national system because it has never been éblbniéed“by West

'European countrles. While the country developed its economy

by 1ndustr1allzat10n to the extent where Thalland has earned“
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~ a reputation as an “excellent” nation among OECD members and

in the ASEAN, it has been reluctant to join international

treaties, and in this respect, it is a follower rather than
a leader in comparison with other ASEAN countries. Thailand’
is a member of the Verne Convention, WIPO and GATT (WTO), -

but not the Paris Treaty, PCTs, the Budapest Treaty or The

Universal of Copyright- Convention, The  Thai Government, -
however is becoming “active  ‘in regulatihg - counterfeit *

products.’

Thailand, though it is not a member state of the Paris

-Tréajty, is expected to join the Treaty in- the near future.

© _For 'the time being, whether or not:" assertion- of prlority'--
right may be accepted in Thailand is fluid.- g

{1} * The patent law (design patent law) =

The revised patent law ‘which was promulgated in 1979,
came into effect as of Sept. 30. 1992. Undér ‘the new patent °
law, ' the 'scope of protection enlarged to  the ™ field of
.'pharmgce'utical-:'“pr’odu’dts and' ‘agricultural ‘machinery. In
addition to this, the term ‘of the patent right was extended,

~the mutual priority system was introduced, the right of

patent holder was improved and the regulations were ‘induced

concomitant -~ to. the  paternt protection- of - pharmaceutical"""

products. Design patents are also protected under the patent *
law -“Along with' the design patent éxamination, the delays in"
patent examination are: a problem. Careful attention should
- be paid to the fact that in case an- application filed in: a
- foreign country and is not" filed in Thailand within 12 °

_months thereafter, it cannot be registered ‘as a patent :-for =

“the reason that the patent applicm'm

even if it is not made public.
| (2) The Trademark law
The revised trademark law, which was originally
N promulgated in 1931, came into effect as of Feb. 13, 1992.
r "‘I‘he_ follow:Lng were newly provided. for. ..introduction of

service marks, , certifigation . tr_adgma;ks _or . _c_:_ol’_lec_:_tiv_e -
trademarks, a mutual priority system, prohibition - of .

applications covering all kinds of related products, and
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adoption of the international classification method .of.

commercial goods and service.: - .
(3)  The copyright law:.

The revised copyright law, which was originally

promulgated-in'1893,hcame into. effect:in April, 1995. Under

~ the new law, computer programs came to be protected by the

copyright law.
(4) The unfair competition prevention law
Although the unfair competition prevention law is yet

. to be promulgated, prominent if not yet ‘registered,

trademarks are protected by “passrng-off”r system. ‘_The

specral law concernlng the protectlon of trade secrets is
‘not promulgated However, concept to protect was deflned 1nd
the crrmlnal law, civil commercial law, labor related lawsg-
and the consumer protectron law.' : o K

2. .Therregu1ations onlgeghnology gransfgrs o

(1) The patent, trademark llcense

Llcense agreements on trademarks and patents have to be

submltted ‘to the patent offlce of the Klngdom of Thalland

'approved and reglstered.
. License agreements, whlch 1nclude the payment of the )
'royalty for patent, have to be approved by VBOI (The

rnvestment commlttee under dlrect control of the prrme

-

'mlnlster).: : , .
The llcensor has an obllgatlon to flle the patent'ﬂ
'lrcense “within 3 years' after -thef conclu51on_'of the'
,agreement. When approved,' the 11censor shall not allow
:unfairness in the llcense fees and other agreed terms :
_'condrtlons and shall not recelve llcense fees after the o

patent explred.

. The llcenser ‘owes no responsrblllty for an 1nfr1ngement ;
by a- thlrd party as requlred in Chlna.

(2) The copyright’ license
There 1is no restriction in the copyright license.

‘However, the existence of a license can be confirmed by
- submitting it to the government and being registered.
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“The protection of the intellectual property right in Asia™
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“The strategy of - 1ntellectual property in Asia” Dec. 8, 1994
by Masashl Kurose LT S s

1'ViI.rconcinsion”y;'“

A51a 15 sald to become the world’s No 1 economlc market.
1n the let century Consequently, the economlc 1nvestments
_from the advanced countrles have been actlve, and hlgher__

'_technology is belng transferred to those A51an countrles._"

‘Many Asian countries actlvely accept capltal 1nvestments
-from foreign countrles. It is true that the legal system of
intellectual property has been be modernlzed and rampant
'1llegal commercral products have been exposed and punlshed.
However,'although these countles have 1ntroduced excellent,
legal systems from advanced countrles, local bu51ness 1s'

-.often -done against the law, because the consc1ousness of'

1ntellectual proPerty_fin;_these.,countrles Pis low.‘_It_
]sometlmes happens that in. case a forelgn enterprlse 1s d01ngr
'bu51ness at the same level w1th iocal business people, only

the forelgn enterprlse which has no knowledge of practlce of

- local laws may be punlshed for a breach of law. It would be

‘ironic that the 1mproved legal system results 1n punlshlngf |

'_forelgners. We expect that. not only the legal system. 15}
1mproved but 1llegal products are exposed .and respect for
law is promoted in those A51an countrles. We belleve that :

"'1mprovement and enforcement of legal systen1 1n, _accordance
‘with the 1nternatlonal rules regardlng 1nte11ectual property_a
can lead Asia to a course of sound economlc development.
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PATENTS 17 OR 20 YEAR TERM
| HR 359/s 234 |

~ Sponsors:

HR. 359 - tntroduced by Ftepresentative Rohrabacher on_ :_
January 4, 1995 (over 100 co»sponsors)

- S.284 -introduced by Senator Dole on January 26, 1995. e

Des'or'iiption': o

These bills will amend Section 154 of Title 35 of the United States
Code to change the patent term so that it ends 17 years from the date = -
. of grant of the patent or 20 years from the earliest effective fili'n'g'daté"ﬂ" o
on wh:ch the apptucatlon was fnled in the United States, Wwhichever is
- Iater The bIHS also open for mspectlon by the pubtzc any cont:numg .
: E apphcatlon and the ongmal apphcatlon n‘ but only if, the contmumg_
" ‘applzcatton clalms the beneht of a parent apphcat:on f:led more than 60

..months earlter o

‘.'The bI"S would overtum the GATT Implementatlon Law enacted in

" December 1994, which had changed the patent term so that it ends 20
- years from the earliest effective filing date. This GATT tmplementatlon

provision had gone beyond the strict requirements of the GATT/WTO
Treaty, for the purpose of expressly preventing the -issuance ‘ofr _' -
submarine patents. A submanne patent is obtalned by an appllcant

- legally manipulating the patent system to prevent its apphcatlon from

279




L 'Progone'nts:_

issuing until many years after the original filing. date. Several such
submarine patents issued in 1994 one of which had pended through
procedural manipulations for 40 years The 20 year term was also
passed to implement a bilateral agreement with the Government of‘: .

~ Japan. Japan agreed to accept Japanese patent apphcatlons inthe a
: _,___Engllsh Ianguage with a translatron to be submltted 2 months later,
o :'"and to allow the correctton of translatlon errors |

Small Inventor Organizations argue that many of Amencas most_’__l;.‘_ i
- important inventions take longer than 3 years to move through the
- Patentand Trademark Office so that U.S. inventors are disadvantaged.

| 'The Nat;onal Assoc:atnon of Manufacturers Amencan Electromcs_
Assocratlon lntellectual Property Owners Busmess Software Allrance |
| _"Software Pubhshers Assocaatton respond that |f there is to be an
_ amendment in thrs area “then it should be an amendment to permlt
'_ patent term extensions tied directly to U.S. Patent Ofﬂce detays

- There should not be compensatlon for apphcant caused delays There |

..:Snould not be an open-ended opportunrty tor selected aPpllcants to‘ i

f_.--_detay patent rssuance mdefmlte,y o

'Stillin'the House Judiciary IP Subcommittee.
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- PATENTS - APPLICATION PUBLICATION
- H.R. 1733

Sponsor:

“H.R. 1733 - mtroduced by Representatlve Morehead on
May 25, 1995, " R

| -De_sbrigtibn: -

" The bill amends Section 122 of Title 35 to provide for the publication
of patent applications 18 months from the earliest filing date or claimed

- priority date. The bill does not include a definition of‘-"’pi:bliéaﬁOn,
thereby leaving to the discretion of the Commissioner such details as

- whether copies of the application will be placed in the ise'arc_h’ files,
“ whether a copy of the application will be available on-line, and what

type of access will be provided to the file during pendency. Note that
‘this 18 month period will begln runnlng from the lemg date of any
"-'prowsronal apphcatlon o o o

~ The bil lnc!udes a provision to address’ the concerns of lnventors |
. regardmg the potential for the loss of trade secret protectson for their

““inventions before the inventors know what prior art will be cuted agalnst ,
 their appllcatlons by the patent exammer Specmcaliy, Sectlon 122(b)

provides’ that_ upon request, an,appllcatlon will not be pubhshed until
'3 months after the USPTO provides a first examination action.
Applicants that claim the priority of a foreign application or the benefit .
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of an earlier filed:U.S. application are not eligible to make this request.
Eligibility is limited to independent inventors who certify that their
application will not be filed overseas.

The bill also amends Section 154 of Title 35 to provide for a

provisional right to a "reasonable royalty” from any person who made,

- used, offered for sale, sold or imported into the U.S. 'the.-inventiOn;as |

claimed in the pablished application during the period between: '_ |
- appiicatibn publication and patent issuance dates. The right is. timited_ L

| “in that the infringer must have had "actual notice or knowledge ofthe =
_published patent. apphcatlon“ and the invention. claimed in the patent

| "_mu‘st.b_e identical to the invention as claimed in the published patent
~application. . . '

~_The bill also amends Section 102(e) of Title 35 to make a published
.. patent application effective in the United \S__tat_es as prior art as of its

USfmng date

~ Finally, Section 8 of the b'itt'p'rovide_s for petent.,_;term'_extensio.n where
L -there has been an unusual administrative delay by the PTO. The

 Cormmissioner will prescribe_regulations setting out the particular
,CErcumstances that will be deemed to be unusual administrative delays.

T However, 1 no. term extensmn is available on appllcatlons that pended." o
~_inthe PTO less than 3 years.. The bill sets the total cumulatwe term -

;.’___extensmn that may be glven in compensatnon for delays due to o
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interference proceedings, secrecy orders, appeals to the PTO Board
of Appeals and the Federal Courts, and unusual administrative delays

at 10 years.

: 'Proponentgz

The U.S. Patent and Trademark Office, the American Bar Association’s
Intellectual Property Section, the American Intellectual Property Law
Association the National Association of Manufacturers the Intellectual
Property Owners, the American Electronics Association,- and the =
- Information Technology industry Councal (CBEMA) support this
: -legislation based-on the- advantages to early publu_:atnon of
- - applications; the right to provisional royalties, 1’andfthefneéd“to provide
- some flexibility in the 20 year term for SItuatlons where PTO
processmg is the cause of unusual delays o PR

Oggonents: | |

. The bill is opposed by certain independent inventor's groups.

 Stats:

i St'"’“the House Judiciary IP Subcommittee.
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PATENTS REEXAMINATION REFORM
H.R. 1732

‘Sponsor:

H R. 1732 was. mtroduced by. Representatrve Morehead on ...
May 25, 1995 ‘ :

B . The bi__ll expands third. party rights in patent reexami_narion procedures.
 Specifically, the bill amends Section 302 of Title 35 to broaden the
- -basis_for reexamination. to inciude -Section=,-1 12 issues. The bill
- amends Section 305 of Title 35 to-allow a thlrd party requester fo. frle
~ written comments on each of the patentee s responses to the PTO.

Section 306 is amended to provide the third party requester with'a_ i
right to appeai -any final decision of- the PTO that is. favorable to

o _patentabilrty However, rf the thrrd party requester chooses to appeal |
then it is estopped from later assertrng mvahdrty of the patent based

- on any ground which the third party requester rarsed or could have R
... raised: during.the_reexamination.. proceedmgs.v -Additionally,- wthe Bille i

~adds a new Section 308 to Title 35 to prohibit the patent owner and - |
~ the third party requester from filing a subsequent -request for

‘reexamination on the same patent until the ongoing reexamination
proceeding is completed. Section 308 also prohibits a third party -
requester from filing a request for reexamination on grounds that it
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raised or could have raised dunng a prewous su:t in. Federal Court
where the Federal Court had entered a decision that the third party
had not sustained its burden of prov:ng the invalidity of any patent

- claim.

PI' oponents:

The Iegislation is supported by the American Bar Asseeiatieh'e Section
on Intellectual Property, the American Intellectual Property Law
Association and the lntellectual Property Owners Assocnatlon R

 Opponents:

'Various independent inventor's groups. .
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PATENTS PRIOR USER DEFENSE
H R 2235

- Sponsor:

 H.R.2235- mtroduced by Representattve Morehead on
| August4 1995. | | |

The bill provides that a person shall not be liable 'for 'patentﬁ____ |
' mfnngement if such person had, acting in good faith, commerc:atlyz"" .
used the subject matter before the effectwe tthng date of the patent |
~ "Commercially used" is defined as use in the Unlted States in
~ commerce or use in the design, testing, or p_roducttor_t in the United
States of a product or service which is used in commerce, whether or . -
not the subject matter is acceesible to or otherwise known to"_the'
public. The phrase “used in commerce” IS defined to requite an actual
sale or other commercial transfer of the subject matter at issue 'er'an '- _'
~~actual sale or other commercnal transfer of a product or service "

resulting from the use of the subject matter.

- The bill clarifies that this defense is not a general Iicense under the

| patent but i is a persona! defense extendlng only to the subject matter
- that the person actually used before the eﬁectwe flhng date

296



- The person has the nght to. -vary the volume of use of the subject
| | matter and to make Improvernents so Iong as those lmprovements do
| not infringe additional claims of the patent

The person will not be entitled to the defense unless he’ has
commerc:ally used the subject matter in questlon or reduced lt to

‘practlce more than one year pnor to the effective fllmg date of the

patent. Also the person may not assert the defense if he denved the
| subject matter from the patentee or those in prlvuty with the patentee N

- Prop ohehte: e

Intellectua! Property Owners Amencan !ntellectual Property Law
Assoc:atlon National Association of Manufacturers.. -

o Opponent'é':"‘" -

‘Small inventor's organizations.
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PATENTS PTO AS GOVERNMENT CORPORATION

~ H.R.1659 - introduced by Representative Morehead on May (7, 1995

The bill would ‘make the U.S. Patent and Trademark Off;cea
‘government corporation independent from the Department of

B Commerce Specrfscally, the b:ll would amend Title 35 to grant the
'PTO the power |

‘a.  To purchase, lease, construct and manage property, o
b. Toaward contracts

c. To retain and use all of 1ts revenues m cartymg out the '

| functions of the Office; | | |

| _d. % T_o ‘have ﬂele!il_ty in creating '_positions and in
compensating its personnel; T |

:‘The bill would appomt the Commussnoner of. Patents and Trademarks:,:,,.t.‘,.t.._.,..,,‘,h.t,‘t.;.,
- for a 6 year term. '

Additionally, the bill would create a Management Advisory Board of 18
members: 6 to be appointed by the President, 6 to be appointed by
- the Speaker of the House, and 6. to be appointed by President pro |
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tempore of the Senate. The Advisory Board is intended to represent

- the interests of the users and is required to report annually to both the

President and the Congress on the functioning of the PTO.
iImportantly, Section 42 of the Bill would end the Congressional
practice of taking several million dollars of PTO user fees and paying

it into a PTO Surcharge Fund not accessible by the Commissioner.

Section 42 requires that user fees be used exclusively for the

o processing _of patent applications' and other PTO services. Also; all .

user fees remaining in this PTO Surcharge Fund would be transferred

| _to the PTO on the date of enactment of this legislation.
: __'Note that: thé a;:fhﬁrlty to-. sét thé Iev.e.l of PTO fees is retaméd by
'_Congress | o |
: P  rQQonents: P
..i-ﬁé'lA;“ﬂ'eﬁCén r'a.r.Ass.oc.iation:-’.s 'IP'_ Sef.:ti.oh‘,:the .A.mer_ican Intéllectuai

.. Property Law'Asso_ciation,.and the intellectual PrOperty-.OWners,: inc.
- support the bill based on the need to allow the PTO more flexibility to

retain expenenced exammers to manage its own' budget and the

necessny o end the Congressuonal taking of user fees.
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- PATENTS - BIOTECH PROCESSES = .
 H.R.587/S.1111 .-

- Sgensors.:
--.'_"'H-R--_‘587..+_-.iritroduced by Rep. Morehead on January 19; 1 095.

S.1111 - introduced by Senator Hatch on August 2, 1395.

: Description: -+ -

Théf'_bilis would require. a per se holding of non-obviousness, at the

election of the applilcant for claims to a "biotechnological process” |
o fusmg or resulting in-a composmon of matter that is novel- under |

Sectron 102 and non-obvious under subsectaon (a) of this sectlon

Claims to the process and composition of matter must fbej‘;’_:jeit'herz.ij_}'
‘contained in the same application, br- in seperate applicatiohs having -
: -'the same effectlve filing: date -and the process and composmon of_
_ matter must -at-the time the process was invented, have been owned =

by the . 'same person or have been: subject to an- obhgatlon of
'asssgnment 10 the same:-person. ' LT R : L

The bills requires that if the process and composition of matter claims =~ .
issue in two separate patents that they be set to explre on the same-
date as the composutlon of matter patent. |
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Finally, the bills amends Section 282 of Title 35 to-clarify that if a
composition of'matter ctaim is held invalid and that claim was the basis
of a determination of non-obviousness under Section 103(b)(1), then
the process shall no longer be considered non-obvious solely on the

basis of this section.

‘Proponents:

" The biotech industry argues that the bills would ease the issuance of |
~patents in the biotech area. The bills would also allow patent owners . "
“who have patents covering biotechnology starter materials used in

'creatlng a blotech product to obtaln a patent on the btotech process

- {which may be old) for usmg the starter materral o rnake the biotech

.:__'produot Such a process patent would give the owner the nght to

_;enjom under 35 U S. C. 271(9) the |rnportat|on of products made

~ overseas with this patented biotech process.

. Opponents:

| - The intettectual Pr0perty Owners argue that per se. patentablltty will
- ‘Vresu!t in bad patents Some verssons of thlS legislation introduced in
'_Jpr:or Congresses have not been Irmrted to blotechnologlcal processes

'and the Soﬂware Pub!zshers AssoC|at|on as well as. the Informatlon
N "Technology Industry Council (formerly CBEMA) because of a concern -
~over the rmpact of the Iegrslatlon on sottware processes |
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' TRADEMARKS - MADRID PROTOCOL S
HR. 1270 o

- Sponsors:

H.R. 1270 - rntroduced by Representattve Morehead on R
March 21 1995

'-.Descﬁéﬁon:"’*“*

" The b!ll was mtroduced m preparatlon for the expected ratn‘lcatlon of
- 'the Madrid Protocol The brll would amend the Lanham Act to facrlltate |
" a one-step :nternatronal reg:stratnon for U S. trademarks A brll wrth-_
identical language (H Fl 2129) was passed last year by the House of

Representatives. I

The features '_of the"_blll are as follows:

SR Artlcle 61 permtts a domestlc apphcant or an appllcant havmg e
" an industrial or commercial establlshment m the U S. to file an

f__mternatlonal tradernark appllcatlon in. the u. S Patent and--
o "'f_Trademark Office, if lt has an rdent:cal basrc applrcatlon pendmg

w ’“:'before the U. S Patent and Trademark Olflce or has an rssued' .
us trademark registratlon for the mark o
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- Article 62 requires the U.S. PTO to certify that the information -
- .contained in the international application corresponds to the
information in the U.S. basic application. :

.- Article 83 requires the - U.S.. PTO"to notify the International
| ~Bureau if the basic application or registration has bejenriestri'cted,
abandoned, cancelled, or has expired with respect to some or all
of the pertinent goods or services. RS CORRct o

- Article 65--"and 66 allow the holder of an international registration
35 (0] request extensionof protection. of that mternatuona[ reglstrat:on

.. “to the U.S. if the request includes a declaration of a bona fide

intent o use the mark.in U.S. Commerce. - This request for
extension will constitute constructive use of the mark unless
- there has been a refusal under Article 68. o

Article 67 grants the- holder of an mternatlonal reglstratlon a
- ~right of pnonty under certain condmons " R

Article 68 sets forth the procedures for exammatlon opposutton
'. and refusal |

..Article 69 states.that a.\J.S. certificate-of extension-shall-have-. -

‘the same effect and vahdlty as a registration on the Pnnmpal o
~ Register, as well as the same rights and remedies. |
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- Prbp onents:'

. -Article 70 clarifies that a cancellation or a failure to renew an
. international registration will result:in a comparable cancellation
or recision of validity inthe US. .1 - |

- :- - Articles 71, 72, and 73 cover the requirement for affidavits,
- -assignment issues, and incontestability, respectively. -

e ;The U S. Patent &Trademark Office supports eventual u.s. accessmn'_: o
. .. .once- clarification is recelved that E.U. member. countrtes cannot vote
- in their own nght and .also through the E.U. The. lnternatlonal

. Trademark Assoc:atton ‘supports the teglslatton ' a

o Status:f‘"'f""f‘"'*"" -

- The . bill. was favorably reported ‘out of the House Judtmary
Subcommtttee and wil ‘now. be. consudered by the full Judlmary -
Comm:ttee o | |
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TRADEMARKS -ANTI DILUTION
| H.R. 1295

sponsors:

H.R. 1295 was introduced by 'Represen'tat‘ives Morehead,
Sensenbrenner, Cable, Canady, Goodlatte, Bono, and Boucher__on |
March 22, 1995. - -

oeseﬁpﬁon:_ o

" The bllt would amend Sectlon 43 of the Lanham Act to altow the owner

- of a famous registered or unreglstered mark to obtain an m;unctlon
‘against another person’s use of a mark or trade name in Commerce
if such use began after the mark became famous and would cause i

_dilution of the distinctive qualiies of the famous mark. |

- In determlmng whether a mark is famous a Court will consrder factors
* such as the mark’s distinctiveness, the duration and extent of use, the

duration and extent of advertising, the geographical extent of trading,

~ the channels of trade, the degree of recognition of the mark in the
trading area, and the nature and extent of use of the ‘same or srmltar o

marks by thlrd partles

* “Dilution” is defined as a lessening of the capacity of the famous mark
to identify and distinguish goods or services. The definition states that
‘competition between the registrant and the other party is not
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necessary. L:kewrse ‘the defmmon states that proof of likelihood of ‘
confusion, mistake or decep’uon |s not necessary

Only injunctwe relief will be available under this law, unless it is proven o
~that the other party willfully intended to trade on the owner s reputatlon‘ ) *
~ or to cause dilution of the mark. - |

Proponents:

: The U.S. Patent and Trademark Offlce, the International Trademark_;__:,_;__ o
Association, the American Bar Association’s Intellectual Property Law

Section, Samsomte Corporat:on Campbell Soup Company, and
Warner Brothers Company support the Iegnsla’uon '

The bill has been 'fé\}ofabiy reported out of the House ':Ji}diciéiy P

Subcommlttee and wnl now be cons:dered by the fuli Judlcnary
Commtttee o | |
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COPYRIGHT CRIMINAL PROVISIONS
- S.1122 |

Sponsor:

© 5.1122 was introduced by S'en'e.tpr Leahy on August 4, 1995.

| Descrip_ﬁon:

- The bl" was drafted as a response to the recent LaMacchla dec:snon-
- whereln a defendant Bulletln Board System (BBS) operator (an MIT
" student) was brought up on cnmmal charges that he sol:c:ted BBS

~ users to upload copies of oopynghted software programs onto the BBS
-and then encouraged BBS users to download copies of the illegally

~.copied computer p'rograms at no charge resulting in losses of over $1
million to the copyright owners. The Court determined that he could

not be prosecuted criminally under wire fraud statutes. He was not
charged with criminal copyright mfrmgement because it could not
. establish that he profited from his actions. '

* The bill amends Section 506(a) of Title 17 to make a person subject
_to criminal penalties for infringing copyright willfully by the reproductlon N

or dlstnbutzon “including by transmission, or assisting others in such

- reproduction or distribution, of 1 or more copies of copyrighted works
‘with a retail value of $5,000 or more, whether or not the person
profited from the transactions. The bill also adds a definition of

297



“financial gam“ to Sect:on 101 of Title 1710 clanfy that it encompasses
the barterlng for or tradlng of parated soﬁware

Note that the monetary threshold of $5000 combined with the normal
~ criminal scienter requirement will insure that merely casual or careless
--conduct resulting in the distribution of on!y a few mfnngmg coples will

not be subject to cnmlnal prosecut:on o

The bill wouid provide penalties of a fine and up to one year of:

'lmpnsonment where the total reta:l value of the Ieglt:mate :nfnnged

f’works are: between $5000 and $10, 000 ' Where the total retaal value o

*“of the infringed works exceeds $10,000, the offense is pumshable by
e 'a flne and up to 5 years Of lmpnsonment o | |
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COPYRIGHTS - COMPUTER PROGRAMS
'HR.533

Sponsor:

H.R. 533 - introduced by Representative Knollenberg-on January 17,
1995, - o . | |

_ Description:

" The bill would amend Section 117 of Title 17 to permit the “rightful
_possessor” of a copy'"of a computer program to make or authorize
.-another to make a copy or adaption of the computer program if such

-new copy or adaptation is created as an essential step in the u_til_ization
-.-of the computer pjfogram..in_;conjuncticn with a machine and it isused
in no -other;-'_mah_ner, or for archival purposes. - | '

- Proponents:

- -Representative Knollenberg argues that this legislation is necessary to
- --permit independent computer service companies to service computers -
 that use. propnetary operatmg systems ~The Ninth- Clrcun case MA!

| -__'Svstems Corp. v Peak Comguter Inc. 26 USPde 1458 (CAQ 1993)_
~ held that a copynght mfrlngement occurred when a service company
loaded MAI licensed software into a computer's RAM in order to

- service the-computer...- -
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COPYRIGHTS - PERFORMANCE RIGHTS
S. 227/H.R. 1506

Sponsors:

8. 227 - introduced by Senator Hatch on JanUary-_:1 3,1995. -

* H.R. 1506 - introduced by Representative Morehead on April 7, 1995.

S Descrigtion: 3

-Tﬁe bill would add-a new paragraph (6) to 17 U.S.C. 106 creating an
~exclusive right "in the. case of sound recordings, to perform the
_-5:zcop¥righ_ted”work' :.oubliciY'- by_-"m‘e'ans_ of a-digital _tr’a_nSmiss_ion."':'_
- -_--:::-.:-.s.;Howeifer-"1 7.U.S.C. 114 is amended in such a m'ah‘ner‘ to fimit the new N

| 'paragraph 106(6) to sound recordmgs performed pubhcly as part of a
| subscnpnon transmrssron service. | |

Sectron 114 is a!so amended to make subscnptlon transmrssrons-._

T .'(WhICh would now: be subject to this public performance nght) subject _
Coto statutory hc_e_nsmg under: that sectron. : _-Sec::_tton_ _115 s’ ralso_
...appropriately. amended to 'allowp‘h'e'no‘recmd'makers:* Operating under...._....

o compulsory license, to distribute sound recordlngs by means of d:gltai

Under current law, the owner of the 'copyrig'ht ina %s'oundir't'et:ording
does not have a performance fight. Thus, the performer of a sound
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recording has no right to compensation for the public performance of
his work. In contrast, the owner of the copyright in the music or lyrics
_in the recording does currently have a right to compensation for a

public performance.

Proponents:

Senators Hatch ard Feinstein argue that subsc’rip'tion transmission

semces which allow a consumer to call up and record mdlv:dual o

 ‘sound recordzngs have the potentla! to put the recording mdustry out'_'" |
~ of business without this chanqe in the law. Negotlatlons between the |
'recordmg mdustry and the music pubhshmg undustry contanues on the

| 'premse !anguage of thls leglslatlon E " o

8. 227 was passed by the Senate on August 8,1995. H.R. \1'506' Was
| reported out of the House .Judlcaary 1P Subcomm:ttee and w1l| next be
considered by the full Jud:c:ary Commlttee | '
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COPYRIGHTS .70 YEAR TERM
- HR 789 |

Sponsor:

" H.R. 789 - introduced by Representatlve Morehead on' )
| February16 1995 | | |

L oesériotion:j R

iThe brll woutd amend Tttte 17 of the Copynght Statute to rnorease the |
| ":_term of copyrlght from life of the author plus f:fty years to a term of life
of the author plus seventy years. The reason for proposrng the
increase in term is to obtain rec:proc:ty for the works of US. cntlzens,_ R
in Europe. European countries currently provide their citizens with a". "

N 4-copyr|ght term of life of the author plus seventy years, but provide us.
| __;'-_'authors wrth the sarne term offered to European authors in the U S -
hfe of the author plus fn‘ty years IR | |
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. TELECOMMUNICATIONS - OBSCENITY
S.314

Sponsor: ©

S. 314 - introduced by Senator Exon on February 1, 1995,
The bili is now mserted as a Chapter in the Telecornmumcatuons
Reform Leguslatlon o S e B s

- Description:

The bill proposes to amend the Communlcatlons Act of 1934
(47 USC. 223) to expand the prohlbttlon on obscene or lndecent or
| :f"harassmg telephone calls and the restnct:ons on dial- a-porn serwces
to communtcatlons by telecommunications dewces Imp_or_tan_tly,
network service providers are exempted from liability for
communications where they lacked edttonal controt or when they had

- taken good falth reasonable steps ' '

a. to provide users with a means to restrict access to the
obscene communication; or

b, _' o provide users with warnmgs concermng the potentlal for
- access to such communications.

~ Service providers are also exempt from liability if their facilities are not
- used in the creation or alteration of the obscene communication, but
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. Opponents:

only in the provision of access to such a communication: originating
from a service not under their control.- |

Finally, it is' a defense that the service provider is not engaged in_. o
commercial actlv:ty that has as its predomlnant purpose the provision -~ .- o

| The penaltres avadable for actlvny found to wolate the Iaw wouid be
| flnes up to $100, 000 and :mpnsonment of not more than two years.

ACLU tne Eleotronic Frontier Foundétion America Online Prodigy,
I CompuServe and the !nteractwe Servuces Assocnatlon had opposed
_;the iegaslatlon untll the network servzce prowder defenses were added o
 to! the bil. | |
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PATENTS - GOVERNMENT INFRINGEMENT SUITS

Sponsor:

"H.R.632- mtroduced by Representatwe Martln Frost on January 23,
- 1995. |

N -Descr_ig'tion:

The bill would amend 28 U.S.C. 1498(a) to allow the recovery of “the
owner's reasonable costs, inciuding reasonable ‘fees for expert
~witnesses and attorneys, in pursuing the action if the owner is an

indepéndent inventor, a non-profit organization or an entity that had
_ no more than 500 employees at anytime dursng the 5-year period
o preced:ng the use or. manufacture of the patented mvent:on by or for

the United States.” | |

‘Proponents:

- Rep. Frost argues that independent inventors and small and medium
~ sized companles should be recompensed for their enormous legal
~ costs if they successfullv sue the U S. Government.

‘Status:

. The bill was favorably reported out of the House Judiciary (P
~ Subcommittee and ‘will next be considered by the full Judiciary
Committee. | | '
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i had been studied since 1985, was once formulated into an
‘modified proposal by the WIPO International Bureau, ..

“Date.

October, 1995 (the 26th Internatlonal Congress 1n San

WIPO Harmonlzatlon Treaty, Grace Perzod, Interpretatlon o
of Claims: : o C o i

Statutqry Provisians:
Articlea 12 and 21 ‘of the WIPO'Harmonizatioﬁ'Treaty e

Abstract..

The WIPO Harmonlzatlon Treaty.'whose concePtlo“ e

awaiting deliberation at the Second Dlplomatlc : .
Conference. At the Consultative Meeting held in Geneva

in 1995, however, the modified proposal was suspended =
from further discussion at the request of the United .

. - States of America. It is to be hoped that the treaty
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will be effected despite a huge pile of problems” "~
involved. The present paper studies the modified

‘-proposal of the Harmonization Treaty, one fruit of the
efforts made by the WIPO International Bureau, in terms
of its provisions for the grace period in Article 12 and
interpretation of claims in Article 21. :

A study of Article 12 indicated that

1mp1ementat1on of the provisions in this artlcle would -
lead to various problems unpredictable under the
conventional first-to~file system. In a study of _
Article 21, we reviewed the latest judicial precedents °
concerning judgment of equivalents in Japan, the United
States, Germany, Great Britan, and Korea, 1nc1udrng a
study of the recent trend of 1nterpretatlon of clalms in -
these countries relative to the provisions in- thrs :
article.

1. Introduction L
" .In April, 1994, the TRIP talks in the Uruguay Round of
* the GATT reached an agreement, and in accordance with the
_agreement the WIO member oountrres are now rn the process
of maklng approprlate adjustments to their respect;ve patent
1aw. e : L '
Meanwh;le, the basic proposal of the WIPO Harmonlzatlon
dTreaty was worked out after seven Expert Commlttee Meetlngs
_held from July 1985 to November.1989 for_dellberatron at the _
First Diplomatic Conference held in June 1991, where the WTO

member countries presented their opinions on the basic o
_proposal By reviewing these opinions, the WIPO. .
International Bureau formulated an modified proposal of the
~Harmonization Treaty with some provisions reflecting the
- initial proposal prepared by the Expert Committee (PLT/DC/3)
and others replaced by revised provisions (PLT/DC/6~ 68).
The modified proposal thus formulated was presented in the

_..form_of a package (PLT/DC/69). by the WIPO.International .. ... .. ... .

Bureau in July 1993 and supposed to be discussed for
conclusron at the Second Drplomatlc COnference scheduled for
the same month. Prior to this conference, however, the

_ extraordrnary Pplenary sess;on on the Parls Conventlon was

" held at the WIPO headquarters in Aprll 1993, where ‘the

' Unites: States regquested postponement of the conclusion of
the Harmonization Treaty. As a result, the Second Diplomatic
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“Wrshai1“not“affectmthe“patentabiiity“of‘thatwinventionmwhere‘rw
‘the. 1nformatlon was disclosed, during the 12 months. _
: precedlng the f111ng date or, where prrorrty is claimed, the.
priority date of the appl;catlon, |

Conference scheduled for July in the same year was postponed
accordzngly never to be convened in any subsequent year.,

Later, the_Consultatrve Meeting was held in Geneva on
May 8 to 11, 1995, where the modified proposal was suspended
from further discussion at the request of the United States,
awaiting decisions to be made at the ordinary plenary
session scheduled for September 1997. In stead, the Expert
Committee was established to discuss harmonization of the ..
procedure and formality provisions.

Desplte difficulties in predicting the prospect of the .
Harmonlzatron Treaty, the third commrttee Ppicked up and..
studled Article 12 (the grace period) and Article 21,
(interpretation of clalms) since subject matters of these

provisions have been frequently discussed because of :
'U:consplcuous differences in handlzng among . the countrles.

II. Grace Perrod

l. Background to Grace Perrod

1) Basic Proposal

On the whole, Article 12 providing for- the grace perlod
in the modified proposal prepared by the WIPO International .-
Bureau remains as in the WIPO basic proposal. Below is e
shown the text of Article 12 in the basic proposal, followed

'by the text of observations presented by the WIPO .

International Bureau in consideration of the opznlons of the:
WTro member countries on the baslc proposal. .
: : . Article 12 o .
Dlsclosures Not Affectlng Patentablllty (Grace Perrggl

'.(1)[Clrcumstances of Disclosure Not Affectlng Patentab111tg].~

Disclosure of information which otherwise would affect the

_patentability of an invention claimed ip,thegepplication s

(i) .by. the rnventor,

{ii)by an Offlce and the 1nformatron was contalned -
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“+(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 1nformatlon dlrect or 1nd1rect1y from'
the 1nvent0r, | - ' o
or . R '
a (iii)" by a third party Wthh ‘obtained the 1nformatlon -
R direct or indirectly from the inventor.
(2) T "Inventor"™ ] For the purposes of paragraph (1),
"inventor" alsc means any person who, at the f111ng date of o

the appl;catrcn; ‘had the right to the patent.

(3) [ No Time Limit for Invoklng Grace Perlod 1 The effects o
of paragraph (1) may ‘be. invoked at any time. S e
-~ (4) [ Evidence ] Where the applicability of paragraph (1) is
.contested, the party rnvoklng the effects of that paragraph
‘'shall have the burden of proving, or of making the -
conclusion likely, that the conditions of that paragraph arev?
fulfllled._ | R
2 B End‘offnrticle 12]
' 2) Observations ST I e
i) Text of Observations by WIPO International Bureau
L“In5COnsideratiOn_of"the“opihiohe of the WTO member
countries on the basic proposal shown above, the WIPO
~ International Bureau made"OBServatiohe as ah0wn'below;
12 A It is suggested that Artrcle 12 should remain as in =
~ the basic proposal, subject to Observatlons 12.B to 12 D.
©12.B Ad Article 12 (1). Tt would seem that the term |
"durlng" needs to be clarified in respect of the cases

‘referred to under (ii). An’ application filed by the 1nventorﬁ¢'

or by a- thlrd party may have ‘a prror art effect ‘under..

'o'Artlcle 13, so that it is to be’ treated as a dlsclosure not"
~on the date of its publlcatxon but on its filing or Prlorltyd’

‘date. In such a case, Article 12 (1) applles if ‘the f111ng

. or priority date of the said appllcatlon fell during the 12
- months (although its publication occurred after the 12-monthti
period) preceding the filing or prlorlty date of the o
‘application to which the grace period is to be applied..
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AP i

-Japan-proposes-that-the- t1me Timit-for- 1nvok1ng”the ‘grace”
period as prov1ded for 1n Paragraph (l) should be reduced to -
'51x (6) months.

Therefore, in order to cover these cases, 1t 1s suggested .
that, instead of “durlng," the words “durlng, or with effect
under Article 13 on a date durlng,“ be used.

12.C Ad Artlcle 12 (2). It would seem that the case where a

person had the r;ght to a patent only before the flllng date

but no longer at the frlrng date (for example, the case of
an a551gnment of that rlght) should be covered.. .

COnsequently, it is suggested ‘that the words “or before“ be._

inserted after the word “at". : L -
- 12.D Proposal for a new Artrcle -] brs (2). See Observation
11.D above. | |

ii) Descrlptlon of Observatxons

- Observatlon 12.a suggests that Artlcle 12 should remalnﬂ_
as in the basic proposal, subject to Observations 12. B to
12.D. Observatlons 12.B to 12.D present reasonable SRR
suggestions and therefore leave no room for argument.. The..'a
next sectlon_"3 Study” studles the ba51o proposal subject .

to Observations 12.B to 12.D. _ : _
Inczdentally, the mlnutes of the F;rst Dlplomatlc R
Conference state that the WTO member countrres or

_organlzatlons can be broadly classrfled 1nto three groups in
‘terms of thelr stance- the first group ba51cally opposing

the 1nolu510n of the grace perlod but accepting it in .
exchange for the adoption of the first-to-file system (e.g.

'Denmark,”Belgium, Finland,'France, Norway, Sweden, Greece,
Canada, Korea, and UNICE), the second group supportlng the.

: 1nclusron of prov;szons for the grace period in a package _
‘deal l;nked to the fzrst—to—flle -system (e.g. ‘Holland, .. -
ﬁSwztzerland, 8pa1n, Great Britan, Germany, and Japan), and
the third _group supportlng Article 12 in its. entlrety {e.g.

the Unlted States, IFIA, and Lebanon). In this connection,

2. Summary of A:tzcle 12 _ , S
The provigion of Article 12 is summarlzed plalnly below .
coverlng the related observations (enclosed in brackets are -
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numbers a351gned to appllcable provzslons or observatlons
for easy reference). ' '

Disclosure of information Whlch otherw;se would affect ‘
 the patentablllty of ‘an invention clalmed in the appllcatlon
shall not affect the ‘patentability ‘of that 1nventzon where i

the ‘information was dlsclosed durlng the 12 months precedlng‘:_

~the filing date or the prlorlty date of the appllcatlon by
either one of (i) to (iii) below (or, where not dlsclosed,
.entered in the speclflcatlon to assume the p051tlon of a
:prlor appllcatlon [observation 2.]1) [ Article 12 (1) 1.

_ There shall be no time limit for 1nvok1ng the grace perlod
[ Article 12 (3) ]e Where the invocation of the grace perlod.
is” contested, the party 1nvok1ng effects of the grace perlod
shall have ‘the" burden ‘of prov1ng that the conditions of such-;

"f'lnvocatzon are fulleled T Artlcle 12 (4) 1.

i) the inventor.
(In consideration of the case of an a931gnment of the rlght
" to a patent, an "inventor" means not only any person who had
the right to a patent at the f111ng date of the appllcatlon i
[ Article 12 (2) ‘1, but also any person who had that rlght i
‘before the filing date [’ Observatlon 3 1) : ' Pflq
© ii) the Patent Office subject to the 1nformatlon belng S
contained in the followrng. ' ' o |
a) a ‘specification for another appllcatlon flled by the R
p inventor (disclosed by the Patent Offzce),'or“ o f'”
"b) a-specification for an appl;cat;on filed without the"' .
”knowledge or consent of the 1nventor by a thlrd party whlch'.f:'
_obtained the 1nformatxon dlrect or 1nd1rect1y from the DR

":'1nventor.

-iii) a’third party whlch obtalned the 1nformat10n dlrect orfii

.;1ndlrect1y fro

Namely, the prOV151ons 1) and 11) a) above guarantee jiif
that the patentablllty of an appllcatlon filed by an S

" inventor within one (1) year from the publication of

1nformatlon including the pertinent claims of an 1nventlon
is not affected by the inventor's own publlcatron of the
invention prior to the appl;cat;on or by another applrcat;on )
flled by the 1nventor. : A ' o
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Similarly, the provisions ii)b) and iii) above also
ensure that the patentablllty of an appllcatlon fllEd by an.

_znventor ‘within one (1) year from the publzcatron of

information- 1nclud1ng the pertlnent clalms of an invention
can be protected from an appllcatlon leed or a dlsclosure

made by a thlrd party whlch obtalned the information from "m
the rnventor s publxcat;on (secondary publlcatlon) prlor tod“r_

. the appllcatlon.

3. Study

1) The basic purpose of the grace period is to encourage an':

inventor intending an early publication of the effects of an
invention, thereby providing both protection and convenience -

?for the inventor as a contributor to the development of

industries. The. inventor making such anjeariy'publication
is hereinafter- referred to as "A". Assuming that an
1nventor “A" made publlcatlon or filed another appllcatlon
with regard to a subject matter of an invention, such
publlcathn orﬁappl;cat;on_wlll nothaffect.the.patentability

-of claims in subsequent patent application of the invention

as far as he files it within one (1) year from the

- publication-or. the publication -date of the application. (see

Flg. 1 below). This condition corresponds to the prov;szons

in Article 12 (1)(i) and (1)(11)(a) above.

Not Affecting

Publication’ Apphcaﬂon_ 1
_ ‘by "A'."?._:" . R by "A"
o - Within 1year
« -

T Fig. 1
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2) Be51des "A", a thlrd party Whlch obtalned the 1nformat1on

dzrect or 1nd;rect1y from "a" also concerns the provisions

in AIthlE 12 (1)(11)(b) and (l)(111) . Such a third party

is herelnaftex referred to as, “B"' Accordlng to the said .
'prov151ons, the patentabllxty of the pertlnent claims. of . the

: invention of "A" will not be affected by any publication.
made or application filed by "B" which obtained the

'-:1nformatlon from "A" by some method or other (see F;g.;wy;

_below)
Pubhcauonr "'fiAppHCaﬁon«;;, :
7 Withintyear / 1

_Pubhcann . R,

or apphcatlon
by nBu R

Fig. 2

However, 1nc1uszon of these prov151ons would lead to
L varlous problems as descrlbed later. '

"3) CIt 1s ‘conceivable that "B" discloses 1nformat10n _
obtalned from "A" or: enters such 1nformat;on in the. S

 “spec1f1cat1on, in such a way that a dlsclosure made by “B“'
s literally identical with, ;dentzcal in substance with, or
' containing contents of a publicatibn*made by "A". In any of
these cases, the fact that "B" obtained such 1nformatlon |
from “A" is known only to "B". _

Hence come problems which may result from any identity
existing between a publication made by "A" and a disclosure
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- made by "B", and problems which may result from the question

whether a disclosure made by "B" is based on a publlcatlon
made by IIAlI

4) Invocation of the provisions in Article'lz (1)(ii){b) and
(1)(iii) differs greatly depending on the relationship

‘between a publication made by "A" and a disclosure made by

"B". The possible manners of 1nvocatlon of the said
provisions include the follow;ng._

(1) To construe a dlsclosure made by "B" that is literally

identical with a publlcatlon made by "A" as a secondary
publlcatlon resultlng from "a's" pub11catlon.

(2) To construe a dlsclosure made by "B" that is 11tera11y
1dent1cal w1th or identical in substance with a publlcatlon
made by "A" as a secondary publlcatlon resulting from "a's"
publication. '

(3) To construe a dlsclosure made by "B" that is literally
identical with, identical in substance with, or containing

contents of a publication made by "A" as a secondary

publication resulting from "A's" publication.
' The manners of invocation (1) and@ (2) would restrict the

' appllcable scope of a publlcatzon ‘made or appllcatzon filed
by "B" whlch enjoys a status of - seccndary publlcatlon based

on 1nformat1on obtalned from "A" nearly to that of an

hforlglnal drsclosure in a publlcatlon made by A" whlle the '_
_ manner of 1nvocatlon (3) would extend the said scope_ to the '
‘extent that an 1mproved or related dlsclosure in.an
. publication made by pn (see Flg. 3 below) 1s also entltlediﬂi
'to be said secondary publ;catlon._ Thus, the manners of

treatlng a dlsclosure made by ng greatly affect thelx

'patentab1llty of an application filed by "AM although thas o

fact zs not referred_to anthe sa;d prov;s;ons.
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Scope of publication or
application by “B“ whlch
“enjoys a statusof
~_secondary publication.
“based on information
- obtained from “A”. - - .

Disclosed
invention
by "A* )

Improved Not aﬁectmg

invention

App!lcatlon K

| Publication -
ublication by AT

-lf"

by “A”

Related
invention

|.-_-_--....--‘_-'-___-_—..-'.'....'.'....--'.-.....-..).....--..---..---_..__..____..........l o

) Flg. 3 ‘ _
While the manners of invocation (1) and (2) are expected to )
cause few problems, the manner of 1nvocatlon (3) ig - feared :_
to cause varlous problems. Assumlng that “B" comblnes an ﬁ_pg;
'orlglnal dlSClOSUIE made by "a" with an 1mproved related
_ 1nventlon conducted by "B“, a publlcatlon by "B" or an
.-appllcatlon flled by "B" is naturally cited in the o
| examination process for an appllcatlon flled by "A“ Inathisﬁ;
~case, the pertlnent clalms of the appllcatlon flled by wpr
_ will be quest:oned in terms of inventiveness if "A' s“i,”hﬂ-z“

' 71nventlon shows no 1nvent1veness ‘over the dlsclosure made by'"-'" R

_ "B" and in terms of novelty if there is any 1dent1ty
"existing between the two. If "A" can apply for invocation of

the grace period by making an allegation that the date of

- the publication made by "A" precedes the date of the

publication made by "B", the disclosure made by "B" will be

assumed to be a secondary publication based on the
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publication made by "A". Thus the possibility of approval -
of the allegation made by "A" would be extremely high. '‘As a:

result, no consideration will be given to the disclosure

made by "B", which otherwise would affect the patentability -
of the applicetion filed by "A". As far as judgment in terms.

of identity is concerned, this situation can be permitted,
however, with regard to disregarding of lack of
inventiveness over "B's" improved lnventlon, ve th1nk it
problematic since there should be in effect no 1nvent1veness
at all in "a's" 1nventxon.;-*'

5) A major problem is:also'caused by the fact that it is
known only to "B" whether the disclosure made by "B" is
derived from the publication made by “p",  In’ ‘Japan, . there
'is a provision: that an applicant is exempllfzed from a
novelty rejection based on his publlcatlon.such as a
'publlcatlon in academic meetings up to three months prlor to
filing by his own request. However, this system can not be
put into practice where secondary publication is made by a
third party, "B". - '

In a case where "B" happens to pursue research and
‘development independenfly from "A" and files a patent
application for a similar invention to that made by "A", "AY
"is supposed to have the burden of proof in order to make an
aliegation that a disclosure made by "B" is a secondary
publication based on information in a publication made by
“"A" (Article 12 (4)). It seems that "A" is required only to
show that necessary condition of the provision is likely
fulfilled. More specifically, a mere allegation made in an
examination process to the effect that the date of the.

publication made by "A" precedes the date of the publication

‘made by "B" leads to an assumption that YBE" cannot have
‘failed to view the publication made by "A" prior to the S
publication made by "B'. As a result, there is an

~ apprehension that no consideration is given to the

" disclosure made by "B" in judging the patentability of the

application filed by "A" as described above. Accordingly, an'’

absolute privilege is granted to an inventor making a prior

316




‘publication. In this case, where "B" is:not involved in the -
‘examination process for the application filed by "a", -it .

- would ‘seem most likely that "B" can ‘make no ‘direct ,
“interference in the examination. process for np" (see Fig, 4 -
-below) S o : :

- Inventivé activities by “B“

Publication - - o
or application 1. Citation

l

.l‘___
v

Presentation - | - S
ofevndenceby |
: uBn | B ’, R - - ‘:
b 3 presumption | 4 Avoidance |
/3. n 0ia:
/3 Presumption | of rejection-

3 | Publication
SN _’ 1 by A" -
inventive. T
activities by -
IIAII

| Application |

RO 2.A!Ie_gation"
" Fig. 4

In a case where a patent is granted to the application P

:ﬂ'"f:'that patent, "B"_ w:.ll have an extremely great dlfflculty in. -

. proving its failure to v;ew;the publication made by "a".

Such proof requires ."B" to_pfesent dated evidence testifying -
activities of experimentation made by "B" prior to the date.
of the publication made by YA", This .creates a situation
whlch makes one feel as if the flrst-to-publlsh system were.
partlally put into practice. '
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In addition, where another third party "C" later enters
into a contest with "A" making an allegation of
patentability through invocation of the grace period, "C"
will also have an extremely great difficulty in proving
independent activities of invention made by "B" unless "B"
has any direct interest in that contest.

. 6) Avoidance of double patentlng through 1nvocat10n of the
~ grace period under the provisions in Artlcle i2 requlres
constant surveillance on all applications filed during the-

period of 30 months after the filing date of one's own

application and close tracing of the examination history of
_any application for a similar invention to that of one's own

appllcatlon. Namely, in case that a party "Q" filed a
patent appllcatlon 1nvocat1ng the grace period based on a.
publlcatlon made just before a party "P's” flllng date after.

 about almost 12 months from the publiecation, it would take

about 30 months to detect such an application in 0ff1c1a1

Gazette of patent publication. In this case, despite the

fact that the application filed by "P" at least'apparentlyr

_precedes the application filed by "Q", there is a
_possibility that double patents may be granted to the former

senior appllcatlon as well as the latter junzor appllcatlon

'-(see Flg. 5 below)
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. _‘About30 months - .

- ) >
| --Filingg:date of . - ... | Publication date of
applicationby “P* .| =~ | application by “P*.

Date of

_ T Fllmg date of 4 ,.Pubhcatlon e
_ pahcatlon by o appllcataon : “date ofappli- )

' y Q ~cation by “Q"

A
y
'y,
v

- 12months .. . --18_mon.ths

: It is to be. recommended therefore to keep track as soon__
as poss:._ble of th_e exam_matlon process for the junior . -

'-application wherein the junior application may be protected

from rejection in the light of the cited senior application '

by 1nvocatlon of the grace penod, and to make an 1mmed1ate _

intervention to a permissible extent in the examination

 process for the junior application through presentation of
appropriate information. Otherwise, there would be a danger

that "P" might be misjudged, without its knowledge or any

wpositiveevidence; to-have filed a patent appl:.cation for~ an

1nventzon based on information obta:.ned from some

_-publlcatlon made by "Q" prior to the f111ng date of. that

appllcatlon. This would result in double patenting, which
‘might, in turn, place a serious obstacle to business
operations pursued by "P" within the scope of its patent

rlght.
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7) Solution of the problem described in 6) above in the .
course of an examination procedure requires another
compllcated examlnatlon procedure involving both parties
concerned, one making a prlmary publlcatlon and the other .
making a secondary publlcatlon allegedly based on the.
prlmary publlcatlon. The point at issue in this separate |
procedure is whether an applzcatlon filed by "P" is based on
1nformatlon obtained directly or indirectly from a .

- publlcatlon made by “Q“; Unless this procedure. is completed

at the stage of examlnat;on.at the Patent Office, any

reeulting dispute must be settled at a court of justice. .
~In view of cost,'time. evidence maintenance, and other -

factors 1nvolved, it would also seem preferable to complete

the separate examlnatlon procedure at the stage of
‘examipation at the Patent Office. Once any patent has been

issued, there may arise another problem when an applicant -ﬂ-
for llcenszng is unable to locate the real patentee.

4. COnclu31on o

A study of Artlcle 12 of the WIFO Harmon;zat;on Treaty“
has revealed that lts provisions 1nvolve various problems

- gdescribed above and cannot therefore be freed from legal :,,__'

uncertalnty as they stand. o : _ ,
We should not. in any way adopt inclusion cf the flrst-_-
to-publlsh system whereby any prior publication made by an
inventor has priority over any subsequent publication made
or application filed by any third party. With the‘provision
of Article 12 left as it is, introduction of the grace
period of one year would increase uncertain factors of
patent rzghts under the first-to-file system, thus grantzng

 partial 1nclu51on of the first-to-publish system.

1

mPartlcularly in-neeg- of reconelderatlon -ig-the-wording- "by &

thzrd party whlch obtained the lnformatlon direct or
1nd1rectly from the 1nventor“.1n Article 12 (1)(ii) and

(1) (iii). From a study of Article 12, the authors of the

present paper has reached the following conclusions:
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1) The grace perlod of one year is so long that it allows
- many third partles to make relevant drsclosures. It should
therefore be reduced preferably to around 6 months.

2) An inventor makrng a publlcatlon on his own should be

:requested to ‘apply for invocation of the grace perlod to the
Patent Office within a predetermlned perrod after the date f’

of an appl;catzon filed by ‘that 1nventor."‘
- 3) In principle, the grace perrod should be 1nvoked subject

to a disclosure or publlcatron made drrectly by an 1nventor,"
but may also be 1nvoked in the case of a publlcatlon made ord'

an applrcatlon filed by a thzrd party which obtalned

1nformatron wongfully from the 1nventor. However, as far as )

the thicd party makes an invention 1noepenoent1y from the

.inventor the said wording in Artlcle 12 (1) (ii) and’ (1)(111)”:_"'
-._should be changed in such a manner so-as to ‘eliminate the =~

possibility of 1nvocatron ‘of the grace perrod in any case.'
' 4) Where a third party makes any disclosure which is
-identical in wording (e.g. posting) or in substance with a

publrcatlon made by an inventor (not as an 1nvent10n made by:

the thlrd party rndependently from the 1nventor),‘that
‘inventor may be permitted to 1nvoke the grace perrod."

However, the inventor should be’ prohrbrted from 1nvok1ng the'

grace perlod where the third party makes an 1mproved or
' related disclosure - allegedly based ‘on the publlcatlon made
by the 1nventor.- o C Co ' C ' o

III'Interpretation of ‘Claims .

_fl. Background to Interpretatron of Clarms
1) Basic Proposal ' : S 7

_  Subject to amendments to five items; Articlé'?i'd
provrdlng for 1nterpretatlon of clarms 1n the amended

"”proposal prepared by ‘the WIPO Secretarrat remarn as in Cthe
'basrc proposal also prepared by the WIPO Secretarrat Below

is shown the text of Article 21 in the basrc proposal
S ' Article 21
_ Extent of Protection and Interpretation of Claims =~
(1) [ Determination of Extent of Protection ) '
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(a) The extent of protection conferred by the patent shall
be determined by the claims, which are to be interpreted in .
the llght of the descr;ptzon and drawings. . : :
(b) For .the purposes of. Subparagraph (a), the claims shall
be so 1nterpreted as to combine fair protection of the owner
of the patent with a reasonable degree of certainty for

third parties. 1In particular, the claims shall not be. .

interpreted as being confined to their strict literal .. -

wording. Neither shall. the claims be considered as mere.

guidelines_allowingathat protection conferred by the patent

extends to what, from a consideration of the description and.

drawings by a person skilled in the art, the owner has

- contemplated; but-has not-claimeda

(2) [ Equlvalents ]. _ S : . e
(a) NotW1thstand1ng Paragraph (1)(b), a clalm shall ‘be

considered to cover not only all the .elements as -expressed.
in the claim but also equivalents.. - - SRR :
(b) An element ("the eguivalent element") shall generally be .

considered as being equivalent to an element as expressed in

a claim if, at the time of any alleged infringement, either ' -

of the following conditions is fulfilled in regard to:the
invention as claimed: -

(i) the equlvalent element performs substantlally the same .
function in substantially the same way and achieves o
substantially the same result as the element as expressed'in;_
‘the c¢laim, or SRR -
_(11) it is obvious to a person skilled in the art that the

same result as that achieved by means of the element as.

expressed in the claim can be achieved by means of the ;.gﬁ“
eguivalent element. ' S ‘ : .
{¢) Any Contractlng Party shall be free to determine whether'~ :
" Tan"element is equivalent to an element as expressed in'a" " B
< claim by reference to only the condition referred to in - =
subparagraph (b)(i) or to only the condition referred to in =

subparagraph (b)(ii), provided that, at the time of

depositing its instrument of ratification of or accession to .-
“this Treaty, it so notifies the Director General. -
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{3} [ Prior Statements ] In determining the extent of -

' protection, due account shall be taken of any statement
limiting the scope of the claims made by the applicant or o
the owner of the patent’ during procedures concernlng the
grant or the validity of the patent. o ’

(4) [ Examples ] If the ‘patent contains examples of ‘the
embodiment of the invention or examples of the functlons or’
results of the invention, the claims shall not be ‘ '

. interpretedi as limited to-those examples; in partlcular, the*

- mere ‘fact that-a product or process includes additional

features not -found in the examples disclosed in the patent,

lacks features‘found in such examples or does not achieve”'

"every object or possess every advantage c1ted or 1nherent 1n

-:_-such examples shall not remove the product or- process from
‘the extent of protection conferred by ‘the claims. ‘ )
- (5) [ -Abstract '] The abstract of a. patent shall not be taken

into account for the purpose of determznlng the protectlon e

conferred by ‘the - patent.-.

“*2).0bservations:=“ : _
In consideration of the opinions of the WIO member =

countries on the basic proposal, observations were presented“ o

by the WIPO Secretariat sub;ect to amendments to the
‘following five ‘items: 8 : » :

(1) Paragraph (1) | Determlnatlon of ‘Extent of Protectlon ]?*-‘
.= ‘Subparagraph (b): RE T
It is suggested that ‘the second sentence should be amended'"

llﬁas follows:

.'_"Consequently, the claims shall not be interpreted as bezngﬁ“

' necessarily confined to their strict literal wordlng"‘"'"
__..{2) Paragraph (2) [ Equivalents ] - Subparagraph (a): .. .. .
It is suggested that this whole sentence should be amended

‘as follows: ' SO - o

- “For ' the purpose.of“determininglﬁhe'exient of’pfofecfion' o

conferred by the patent, due account shall be taken of"
- elements which are equivalent to the elements expressed in

the claims so that a claim shall be considered to cover not
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only all the- elements as expressed in the claims but also
. eguivalents”. ' ‘ :
(3) Paragraph (2) [ Equivalents ] - Subparagraph (b):

It is suggested that the wording "at the time of ‘any alleged:

infringement" should be amended to "at the time of the
preparation of acts leading:to.an alleged infringement".’
(4) Paragraph (2) [ Equivalents ] =~ Subparagraph (b) - Item -
(ii):

It is suggested that the wording "the same result" should be

amended to “substantially the same result”.

(5) Paragraph (3) [ Prior Statements ]:

. It is suggested that the wording "any statement limiting"
~should be amended to "any statement unambiguously limiting"
and that this sentence should be followed byran‘additiOnal
- wording "in particular, where the limitation was made in
response to a citation of pr;or art". R '

2. Interpretatzon of Claims in WTO Member Countries

“This section studies the recent trends of 1nterpretatlon _

‘of claims, especially judgment of equlvalency, in five of

- the WTO member countries (Japan, the United Statés,'Geimany;"
Great: Britain, and Korea) in comparison with the appllcable )

provisions for interpretation of claims and the standards
‘for judgment of equivalency currently in effect in these
countries. Further, this section also reviews the recent
. precedent cases involving ~ judgment of equivalency and
studieS'the‘recent-trends-of“judgment-of'eqﬁiVélency'in'”e

these countries 'in comparison with the prov151ons of Artlcle

21 of the WIPO Harmonlzatzon Treaty.-

2 - 1. Interpretat1on of Clalms in Japan
' In Japan, precedent cases giving a decision of

infringement in the light of the doctrine of equivalents are

- certainly existent but very few. Nevertheless, there EXlSt h
‘not a few precedent cases which gave ‘a decision of non-
~infringement by presenting a statement on the- pr1nc1ple of
the doctrine of equivalents or conducting a trial in the
light of the doctrine of equivalents. These precedent cases
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are suggestive .of the fact that the courts of justice in

Japan are not negative as to application of the doctrine of

equivalents in giving a decision -of infringement. In fact,
their positive profile toward the doctrine of equivalents

.can be seen, for example, in a decision given by the Tokyo . -
High Court of Justice in the precedent case- of the - "EndleSSe,

~Slide ‘Ball. Spline Bearrng"1 in 1994.

2-1—1. Applicable Provision:

_ In Japan, the technical. scope of a patented 1nventron is.
interpreted 1n_complzanoe,wrth_the‘provrs;ons of Article-70 .

of the Japanese Patent_aot.a

; Paragraph l of Artrcle 70.;:;- :

~ The technical scope: of a patented 1nventron
shall be based on entries :in the claims of the

'nspecification attached to an application.

_ Article.70 was established when amendments were made to
the Japanese Patent Act in 1959. In this event, the .. .-

_Deliberative Council on Revision of Industrial Property. . .-
Rig