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Tide:  The Global Patent System

-/ With Focus on Issues Relanng to Translatlon T

; E_;"‘s"ﬂﬂ _Vnshlakl T»eshlbaﬂerperwwu
.. Moriyama, Shuji; Toyota Motor Corporatlo'
Sunami, Kiyokzazu, Toyota Cenfral R & D Labs., Inc.
Kuwagaki, Mamoru, Nippon Telegraph and Telephone Corporatlon
' Nakamuia, Shohei, Hitachi, Titd: R
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Keywords ;_:_j__‘_i"Global Patent Language B Cost Translatlonﬁ Enghsh Pams

Provision: . ;.. Patent Law Apphcatwn Rule Artlcle 12
' US Patent Law, Article 111
PCT, Articles 3, 22 and 39
EPC Artlcle 14

. :;flled in each country. in order to obtaln patents ina mnltlple number
" 'of countries. Therefore, tr. slation costs incurs due to  the
_ “multiplicity ~of “langtages; ‘for- translating documents such “ag
2 syt Bt gpecifications,into the: languages ‘of :the: countries..: This:paper
& r o o discusses the advantages and disadvantages:of the current systems
_such as the PCT, EPC and the like,.and proposes the Global Patent
"System, focusmg espemally on the issues pertlnent to translatlon -
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Abstract;.. ‘.. ._.-._-_Except those apphed under the EPC patent apphcatlons have to be. e



1. Introduction

With the globahzatlon of product!semce markets, the transnatlonal cn'culatlon of
products had become very common tx)day On the other hand inventors who attempt
the global deployment of their products and services are still obliged to file their patent -
applications in individual countries following each system in each nation, and the fact
" has been a heavy burden for inventors, . Respondmg to this s1tuat10n there has been a
" movement through the TRIP efforts and the -activities of the WIPO and the trﬂaferal
joint meetings to establish a new patent system wblch allows easier and quicker issue of
patents by prov1d1ug a umtary patent procedure R S

Whlle tbe movemenf ui)rises for rbe estabhshxuenﬁ of the_-neﬁ.{_:s‘ysfern predicated on the
international harmonization, the cost problems, especially those for translation, are the
1nev1table 1ssues that have to. be addressed. Bven if a globally harmomzed and well
batanced patent system is estabhs‘ned in fhe fu‘rure lf the SySUem still demands ‘the
bearing of high costs, it is not difficult to imagine that not many applicants will use the
system. To be able to obtain rights"less costly"i is Very-:attracmve-‘rp an applicant. -

For example, the 20% reduction on filing fee and Ltbe'deferred:payment of designation fee
' by the EPO, passed in the end of 1996 and came into effect on July 1, 1997, were
extremely favorable for the: users of ‘the system.’ They were teceived well as the
measures that opened the door m potentlal EPO users who had been unable to use the
system due to ﬁnanmai reasons Thls reductlon had made the EPO applications more
attractive. . On the other hand the PCT, in its 24th.General: Assembly held in Geneva
from" September 16 bo QOctober 1, 1997 demded W_ith effect from January 1, 1998, the
-reductlon of 15% on 1ts bas1c fee aud 19% on des1gnamon fee('[‘hese reductions are
presently in effect) '

The purpose of a series of the cost reductions is the promotion of the system use. Th1s
 fact clearly indicates that cost 1ssues cannot be neglected or even they are the essence
in promoting the use of a system.

The most important matter among the cost issues is the "language" cost mcludmg that of
translation. Therefore, we would like to focus only on "language" issues m the rest of

this paper.and leave the discussions on the issues Jg‘ertlnent to the umﬁcatton of patent
requirements and examination processes, ’ooothers ' TR TSR (A

_Also, we cannot. deny the possibi]ity that the cost problem is solved in the future, Wbere 4
fully automated mechanical translation is realized through the progress of the hardware
and by changing the format of claims. - However, it is assumed that the level of the
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- 2. Translation Fee o

i Applicants- whamﬁled~ mtei'naﬁonalmpatentmapphcaﬁons-arema}waywbhged—-— --~bear-—

- transldtion fees:

Ever since God has:imposed different. lahguages upbn mankind as a result of his anger
- provoked: by construction. of, the. Tower .of. Babel: (Genesig); . translation is. an inevitable

labor or a-heavy burden for. patent applicants. .. .

In the case of an application in the US by a Japanese applicant, a translation cost from
Japanese to English is said to be approximately 5,500 yen. per 100 words. Though, a-total
translation fee related to.each application depends on the volume. of each specification, it
is true that a translation cost often accounts for more than 50% of a total filing cost. .

. According to an estimation of an average filing. cost (Designated States: 8, Period. of .. .o oo
Duration: 10 years) worked o:ﬁt by the EPO, the total translation fee is 22,560DM which
accounts for: 38% .of . the total.patent application. cost of 59,100DM. .. The - -total .cost
includes: EPO-stamp fee of 11,000DM (15%), attorney fee of. 11,000DM (19%).and
annuity fee of 16,700DM (28%). . That means the translation fee accounts for the largest
portion of the total application cost. (Fig. 1) = - ' -

3 Comparlson on Tnmng for Translatmn Subm1tt1ng in Dﬂ:'ferent Patent Systems .
In the following, we discuss about patent prosecution procedures.in.four different patent
systems.-We suppose two,_cases in each discussion. First, a patent application is filed in

: one country except-Japan claiming a:priority based on an application filed in Japan (Fig.
e 2 (). Second;: a patent. application is filed in one, country except. the. US. claiming a
- " priority based on an.application filed in-the US (Fig. 2 (b)).

(1) Applications Under the Paris Convention. .-

. In:the first case mentioned above, an:application was first filed in Japan;: then:filed




“#7 i arother country claiming a priority under the Paris Convention: Tt is necessary
40 for 'the applicant 'to submit translation of the ‘specification  in‘an official language of
the country at the filing tims, A’ prosecution (including offi¢ial actions) is procecded. [
thereafter in this language. (fig. 2 (@D) ' '

In the second case, an apphcatlon was first filed in the US, the same procedure is
needed as in the first case (Fig. 2 b)D). SRR R

(2) PCT Application _ e o pemEm

' In comparison with the Paris Convention which patent applications have to be filed
w4 individual éountries under, the PCT can be regarded as a breakthrough because it

provides new international sysiems such’ as the interrational séarch system and: the
“international publication systom.

1 Singe it unitarily handles many languages, vatious regulitions related to languages
f'f‘iﬁclﬁdjn'g' pr‘i.m:iples“- and exceptions‘ arta"];irovided' “1t should be ‘noted that u'm'tary

actually functlomng in spite of the multiplicity of languages.

' Under the PCT, the ‘submission of translated documents is due'in 20'months after‘a
"+ ‘priority date. -~ This period of priority is longer than that of the Paris: Convention
= which- allows a' period of '12* months from:‘a priority date.’ Furthermore, if an
“einternational preliminary examinationis ‘démanded, the “period of priority ‘is
exterided to 30 months after a priority: date: - This is a great-advantage  for
applicants as it allows them to make adequate decisions whether or not to ma_mtam
their applications, before translation costs occur.  Japanese applicants, for example,
can use Japanese specifications for the PCT apphcat;ons in the m‘rﬁrnatmnal
 phaie(some corrections mlght be required)(Fig: 2 )@). SRR

““‘However, as mentioned' above, the subniission of translated specifications ‘and the
- * like -are Tequired before the entry into the national phase in ‘which the examinations
" are carried out by individual national patent offices.  Also, the processes thereafter

«iate procéeded.in the.corresponding. countries. langnages:... Furthermore; the PCT
system is not different from the‘conventional systems in: terms that patent rights
arise independently in each country, thus, entering into the nahonal phdbe the

. submission of translated papers are uniformly required:

i Therefore, in terms of translation cost (as lotg as rights‘are maintained), thére'is no




. @ EPC-Application:

: significanitiadvantage for applicants!inicomparison:withi the:otheirexisti

apphcatmns., ‘are dme,ci:lj@ filediincindividual countiie

2k Thlsaalso Astriiesfor: filing those :patent apphcatmns orlgmated i1 US through ‘rhe _
___PCT (Fig. 2 ®2).. :

H
5
i
i
H

:--:i;zumtary patent.system Fo]lowmg discuigses: the: detaﬂs of the system mcludmg the
«-:-:,-é',:prehlstoryofthe conclusion of the EPC.:: iz covinive o v bemini s gt

a: @ Establishmentofthe EPC © 00 ot e

The idea of the EPC was conceived upon the presentation of an opinion for the
unification of patent, trademark and copyright systems during the sessions of
-+ the Treaty: of - Rome- where- the establishment of the common market was
- & discussed.: . ' The first session:to diseuss the establishment of the. EPC.began in

1958 by six states consisting Germany, Italy; France; Netherlands, Belgium, and- e

Luxembourg. As for the patent system, the then director of Germany patent
office, Mr. Haertel had drawn up a draft in two years, covering from patent
application: procedure:to the enforcement of rights, and the:draft; was presented
in 1962 (in this draft, German and French languages only are used)..::Italy and
Netherlands did not claim for the use of their languages as they were the
+3:--advocates: of the-common: market :establishment. .. English language;;ié added

- w-later -on i1 consideration -of .applications from. non—me‘mbefi_'-, nations. especially
i‘those-from . US; which m#de the number of the working languages.three; German,
- - French and-English (at: this-point,; England -had not been. a: member: nation).
;- The fundamental: structure had: been established by:a-small number. of starting
. 'members, then: new member. nations-had joined.: By evolving this way, the

controversy over the languages had not occurred later on..

i i ® Lallguagesinthe EPC R LITE TR PR S I S T

+Under: the European-patent system,: citizens.of member-nations are able to file
% :their. patent ‘applications and. oppositions -in_their own languages. . When a

. patent application: is filed, documents translated:into either;one; of the working




-7 i languages (English, German or French) have to be submitted within 13- months
from the priority date, and prosecution thereafter is handled in either-one of the
working languages. For those applicants who filed applications in languages

- :"other than: the working languages; a: special privilege of 20% reductwn on the
filing fee is given. S ' :

According to the statistics in 1995 and 1996, the proportions of application:
languages are: English 63%, German 22%, French 7% and other languages 8%.

-+ .98.5% of those applications in other languages had‘been translated into English,
“"+ ‘and the'number of applications translated into German or French is'as small as e
*730t0-40-per-a year (that'means 70% of the total ‘applications were in English).
The proportion of oppositions made in the working languages is 99:5%, and: the

number of those in other languages is only 15 per a year.

Applications have to be in onc of these EPC official’ languages (for those from
_ Japan Enghsh is extremely common) And the prosecutlon is carned out also in

© .“'Those ‘applications o'riginated in: US have a big 'advéuitage ‘as. they: can be
- processed in English: - That is, no translation of spemﬁca‘aons is required until
'-‘-patents are gran‘ned (Flg 2 (b)@) AEEER 25 i i

(4) Community Patent- System (Commumty Patent CODVBIlthIl CPC)
- Discussions in the EU Green Paper - : S ol

- Commimity Patent Convention"(CPC), ‘although adopted in 19759 and partially

2 amended-and ratified by several of the member nations in 1989; has not yet, been

“officially established “The Green Paper (July; 1997) written by EU regarding the

- :Furopean patent system, keynotes the materialization'of revised version of CPC

+ - which"is' conformable: to the-existing EPC: system, and: pursues-opinions from

~ “vparties toncerned. *  Tn the Green Paper, following issues are mentioned as the
" problems disturbing the realization.of CPC: TSI '

« An application under the CPC requires hlgh translation cost (estlmated total
en QOB DMZS,‘OOO).-smce‘.‘translatlon,s..,ofnwhole.-.speclﬁcauons.have..t_e_bemsubmlﬂed .

to the national patent offices of the member nations (15 countries) at the time of

regional patent granting, -

- i Furthermore, annuities occurred.in those nations result in high total costs,

+; At'the time' of enforcement, actions have to be brought into the courts of the
. corresponding countries. - Gapsin the interpretations of rights are anticipated




due to the differences in; the:compréhensioh of different countries:

o Furthermore; where a4 tr1al for invalidation of -1 patent i8 brought P in one of e

the member nations, the reglonal"'gpatent may"’ he invalidatsd” when' ' the

« Translation is requnfed only on clalms in prmcrple (further cond.ltronmg at the
tlmeoftheenforcement) ST ' TR R

" TransIatlon of specrﬁcatrons mto all the languages of the member nations is not

requlred (patent rlghts Wlll not come 1nto effect 1n those natrons to Whlch
 translations were not submrtted)

« So-called “Package Solution’ " of EPO
« All translations are not required: ' -~ : :

« Establishment of an mstltutlon provldlng translatron servmes by request from
... third parnes ' b : e et :
Provrsmn and translatlon of the- abstracts of mventrons cons1stmg of n essaryE

mformatlon for understandmg the mventlons and construzng clalms

The hearing with regard to the’ Green Paper was_held in November 1997, and

" opinions from the representatives from. various.circles were presented. . Among'

" those' opinj0ns a pro'p'Osal*by TUNICE " (Union of Tndustrial and Employer’s.

Confederations of Europe) presented an extremely radical idea of a system. which, -

7 B ‘i'.whﬂe a]lowmg the rrutlal ﬁhng of an apphcatlon in an apphcants language, -
. " reqmres the submlsswn of Enghsh translatlon within a certain perlod of time,

and allows only the use of English in the prosecuuon thereafter, Jncludlng patent§

. ..application - procedures, . and " elnmnates ithe - requirement . for submission of :
- translations of not: only claims:but those of any sort, at the time of granting the

' rlght Moreover it also euggests the estabhshment of a single court which may
- be regarded as the European commumty patent court '

L :.'The hearmg on the Green Paper completed and the EU Drrectlve will be 1ssued
. -by the end of this year or sometime in the next year. .




4, Con51derat:10n on the Submlssmn of Translated Papers

(1) “For Whom and “For Whatf i the Translatlon Prowded‘?

|
}
{
!3.
(
|
|
i
{
]

There are many ‘characters in ‘the’ play ca]led “Patent”. Therefore, it is
* " necessary to make out “For Whom the Sys‘rem is Provided?” from the standpoints
of three characters, namely, Applicant, Patent Office and Third Party (Public) in
order to consider a model pattern. During each stage of patent prosecution,
.-~ namely Laying-Open of Patent Information, Examination, Publication, Opposition
: and Enforcement there need “Communication” among the characters. It is ideal
it the commumcauon can be conducted in the mother tongue of the each character.
o However if each of them uses his own, the circulation of information and mutual
' ‘yelationship ‘based on their rights ‘would not come’ into being. Thus, it is
~ necessary to weigh the importance of each character in the each stage. based on
‘. :the consideration -of “For Whom” and “For What’ in .order to:discuss which
language to be used. In consideration of the purposes of a patent system;
... .. achieving public benefit through the indusirial progress and use of new.
technologles paymg respect for ]ndnﬂduals through the protectlon of inventions;
" and realizing efficient processing by patent offices; the relahonshlp between the
characters assumed in this paper is glven by ' '

Public > Prwy > Applicant > Patent Ofﬁce

‘ Ac'cording to the above, an 1deal 1anguage in the each stage would be: i e

_ Stage Weight Language ‘ Reason
Application ~ | Applicant > | Native Language | Applicant’s benefit shall be prioritized
| Patent Office | of Applicant © | since this is the transaction between two
o T parties (Applicant & Patent Office)
Examination|-Applicant > | Native Language | Applicant’s benefit shall be prioritized
.ot o | Patent Office| of Applicant - | since this is the transaction between two
N - parties (Applicant & Patent Office)
Publication | Public> . Most Frequently 'The language most frequently used in the
" |Applicant | Used Language - ﬁeld of patent shall be used for the global
| " 1inthe Fieldof | active utilization of the information.
‘Opposition | Public > 1| Native Language | The language most frequently used in the
it ies o Applicant . | of Whom Patent . | field of patent shall be used for granting
- Right is Possibly. | any third parties in the world the
Enforced chances to fil oppositions.
Enforcement | Privy > Native Language | The understanding (contents of the
- Applicant | of the Country | “patent) by the-party being-enforced
{77 | wheve the Patent | (citizen of the country where the right
was Obtained - was obtained) is réquired, and at the
' same time, the domestic law of the
country where the right was obtained is
applied to the actual enforcement.

%
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b ““ ln conmderahom ef,the propertlons :of-the: workmg languages used i the EPC

worder 1o fulﬁ]l ity purpose
App]ication Pub]ication Examination | Registration | Opposition | Enforcement
Native L ..o .| . & o=t . .1 (@ 1 .
- |Language | “Fptive N
common . o N SRR
Language Abstract
EaCh sirme e Tensnbreend s vl ST cord
Natlonal L .| Entire
Lang‘uage SRV I AR AR (SIS S T T R

(2) Tlmmg of Submlttmg Translatlon e

If an apphcatlon was. not reglstered the translatlon fees would be Just a waste of -
money (Even in the application under the EPC, Japanese apphcan’cs are required
to file their applications in one of the official languages, so that papers have to be
- practically translated into. English by the time of filing): --.--As mentioned in the
.. prior . sections,. translation: cost accounts for a large portmn of the overall
,apphcatlon cest Thus 11; is desirable for an apphcant to be able to contain

“iranslation ¢ost g low as possible; ‘and it is even more ‘desirable; to he able fo
¢ -foresee the probability of ‘his: application: being registered; - in ‘other ‘words, the
... probability of his application being rejected, before the submission of translatlon

‘so that he can withdraw the application and avoid wastmg money

As mentioned before, the 10-month carry-over of the transition procedure to
.national level (submlssmn of translated paper 1o des1gna‘red states) in the PCT
applications, is a measurement which exactly serves the above mentioned
‘" applicants’ demand. - "This'is the reason -why the use of the PCT is recommiended
...for the strategic. pa‘rent application attempting to reduce ﬁhng costs: (translatlon '
cost). S Lo o

Under a system which reqirires translation, allows a certain period of grace;. This
is one cause of the delay in the time required for the issue of patents, and this
. _problem-shaﬂ be :a_(idr_e_sse(___l along with the_cee@_of tre;lelet'i_on.‘ -

- (3) One:Speculation -

. In:consideration of transldtion with high: cost performance and the:best timing of
+::7its - submission under - the existing systems: without- drastic changes; -we have
.= developéd ‘one: speculation; taking ‘into:account :the viability that .at least-Japan,

- 'the United States and Europe would be materialized as below. . 500 0




" & Give the substannahty to the mternatzonal prelnnmary examination of the PCT,

__ and have the mternatronal recemng ofﬁce to handle the processes from

regrstratlon to opposrtron

. De81gnate English as a common language _
As for enforcement it shall be centested in the courts of 1nd1v1dual c0untr1es as
presently done.  Entire specrﬁcanons in the language of the countries where
patent rights are enforced shall be submltted only to such count:ﬂes.

An example of the Global Patent System Whlch is assumed to satlsfy the above 1sz'

' mdlcated in the flowcharts (Fi 1g 2 @ and Fig. 3). .

7 E Flrst of all, upon the S\lmeSSlOIl of an apphcatlon (mternatlonal apphcatlon) an
 examination in the language of apphcants country is carried out.. .If the'

* application was re]ected it can be appealed and if the application passed tllrough
the examination or appeal, English tran slatmn is submitied. and the apphcatton is
registered with the translation. Where the apphcant 8 natlve language was
2 Enghsh the subnnsswn of translated papers is unnecessary : '

N After theregi'stration Oppositions can be flled in English (or 'includl'ng' applicant’s
~ 'native languages). Where an opposition was filed, and a cause was found the
‘.‘_]apphcatlon itself is 1nva]1dated Where no opposn:ton was filed or no, ‘cause was

+ +found “in the: opposition, the patented rlght is - deemed enforceable upon the

- submission of translatlon in the language of the cmmtry where patent right is
mtended to be enforced. '

. Also, since it is’ necessary to publlsh 1nc1uswe of those not yet patented, the
. submission of abstracts written at least in Enghsh shall be mandatory.
‘Translation cost will incur due to' this obligation, however, the volume of |

tranglation will be considerably smaller than the translation of an entire
7 gpeeification thus, it shouldn’t be much of a load for applicants, ' :

Under a system as above explained, the expenses pertinent to translation can be

carried over, and it is beneficial for applicants (Fig. 4). For example, supposing
that patent applications, one in Japanese and another in English, are filed in

-::-’fees ebhged ~t02beal' Would be, stamp fees, attorney. fees,r -_annmty payments,
~ translation fees on the -specifications, and translation fees on the documents
- .. required during prosecution, - The application originated in English is less costly

than that originated in Japanese as application prosecution can be .carried out in

English under the EPC.

e o 5



iy Therezissazlarge-difféténce:in %ﬁhezﬁaﬁr_ans‘létit)ﬁ* cogtnia: case ;wherecan: application
 fromrarcountry-(Japan) using-Japaneseslanguage: (or fromsa-coutitry using:English
<language):isfiled lin: six -countries;Japan;<US; Englanid; sGefimany, - France: and

Netherlands, from the translation cost in-a:case:wheréithe sameisdiled-in onlyone

country (Fig. 5).

:As it is clear:from the figire;incase:a patent I;ightsis-' enforcedin the?sim-éountfie 8.
sthe translation cost on-the iddCumentSar-reilujrté:‘cix du;ing; prosecution:is;unnecessary.

-Alsoin-case:acpatent-right-is:enforéed in one.country; where-thé application-is

<t filedfromedapan;the tost-for-translating the'specification-into:English isinevitable; s
but where the ‘application -is/filed’ in::English;:deperiding.on -the ‘country:the -~ -

application is filed, it is possible that the translation is not required at ail.
Therefore, in the light of translation cost, the effect is significant.

5. Conclusion

The purpose of the discussion in this paper is to lighten the obligation of applicants
pertinent to translation, and reduce translation fees in patent applications by focusing on

language concerns.  Of course, it _is necessary, in order to realize the Global Patent . .. . . .

System, also to discuss the aspect of unification in the examination and prior art
searching systems that were not addressed in this paper. For example, the section of
“One Speculation” developed a discussion on the handling of oppositions in a common
language of English, and this also requires the realization of harmonized “patent
requirements’. Moreover, the influences of those oppositions where causes are found,
over the rights held in the other countries shall have to be sufficiently discussed.

As explained above, the establishment of the Global Patent System is still a long way off.
The realization of the Global Patent System is only possible on the foundation of “mutual
understanding”, “mutual recognition” and “fusion (sharing of common sense)’. In
order to do so, communication is an essential factor, and communication always comes
with “Language Barrier”. |

By solving the language problems, the obligation of applicants is lightened and prompt
patent prosecution can be realized. That is, there is a possibility for us to be able to

»ou

“more cheaply’, “more easily”, and “more quickly’ obtain patents.

There still are many problems to be solved in the future, including the unification Qf



patent requirements, specifically,  “how'to ‘absorb -the differences .among - thé  patent
requirements in different countries’; issues with attorneys as to “who are going:to be the
attorneys in the:Global: Patent; System?,:"how,: ma’nermhstlcally, the: examlnauon .and
search processés-can be unified? and:soon.: ST T S I SETIS IS TSP R RSPt

This paper proposes the use of English which is being widely used as a native language
and - as: the first foreign ‘language, in the “abstracts’ for: the circulation-of technical
information ‘upon:the laying-open: of :applications: - However; the: abstraets still :require
translation. . Thus we have:discussed an “abstract’ 'which is inherently comprehensible
to - anyone in:anywhere-on the earth; ‘which is presented-by the ;poster. session of our
group; titled “The World Commion Language: Number, Symbol and Cartoon” .«
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“from "Implementing Guidglines for Inventions in Specmc Fields";.

Chaptert Computer Sottware Related Inventions. JPO

‘An apparat'us,'a method and a storage 'mediumcontalmng a computer program N
recorded thereon for controlling rate of fuel injection for an automobile engine y

(

.

An apparatus for controllmg rate of fuel rnjectxon for an automobtle englne by a programmed -
computer, comprising:
the first detector means for detectrng the rate of engrne revoluttons A
the second detector means. for detecting transition of the rate of engme revolutrons and fuel injection
rate decision means for determining the rate of fuel mjectlon by sa!d control program m accordance with
the values detected i in the first and second detector means : ‘

J

. {Prior art] - -

The existing models of electronlc controllers for controlllng the rate of fuel m;ectron for an automobrle

. englne determine the rale of fuel injection on the basis of the detected rate of engine revolutions. This type
. of fuel injection controller is prone to supply a leaner fuellarr mixture than the theoretlcat ratro -of optimum
| mixture at the transrent stage dunng sudden increase of rate of revolutrons asin the case of hard

- acceleration since the intake of ‘air cannot be increased as fast due to friction agarnst the inner walls of

. intake manifolds.

. Conversely, richer fuel/air mixture often prevails at the transient stage ‘during sudden decrease of rate of

. revolutions as in the case of hard deceleration since the intake of air.cannot be decreased as fast because

of the inertia of air-flow. This kind of behavior during sudden increase or decrease of the rate-of engine -

: revolutions deteriorates the combustton efficiency of the engrne and Ieads to tower englne output than

expected

a [Problems to be solved by the invention]

‘This invention will improve the combustion efficiency and output power of the engme durlng the transrent
stages of hard acceleration or deceleration. IR §

[Means for solving the problem]

In view of the above, this invention intends to achteve the optlmum tuellalr mixture ratio by controllmg fuel

~ injection rate in accordance with changing condrttons so as to rmprove the combustion efficiency and the

power output of the engine.
- Specifically, in"addition to the first detector means for detectlng the rate of engine revolutions, the'second .

detector means for detecting transition of the rate of engine revolutions, or the differential value of the rate of

;engme revolutions, has been established to enable detecting sudden increase or decrease of the rate of
.engine revolutions. Furthermore; the rate of fuel injection is to be determined by. a control program
;;electromcally stored on the memory {eg., ROM) of the fuel rnject|on rate controller, rn accordance with the

'detected values from-the first and second detector means.
The actual procedures for determining the rate of fuel inj

e A e Ao s kA A

A two dimensional map is prepared in advance with the rate. ol‘ﬂeng ‘ utions on the X-&xi8"and
transition of the rate of engine revolutions on the Y—axns to plot correspondlng values of experimentally

obtained optimum rates of fuel injection on the respectrve rntersectlons The two dimensional map is then ' "
- electronically stored on the memory (eg., FtOM) of the sard fuel ln;ectlon rate controller The control program j

 calculates the rate of engine revolutions and transition of the rate of engine revolutions trom the values

3detected by the first and second detector means, and then, it determrnes the optimum rate of fuel |n1ect|on
by ‘referring to the above mentioned two dimensional map using the respective calculated values of the rate
: of engine revoiutions and transition of the rate of engine revolutions. '

! {Advantageous effects of the invention]

The combustion efficiency has been rrnproved since the opt:mum fuellalr mixture: can be rnarntamed even
" during hard-acceleration or deceleration of engine revolutions: - e S e
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i . We have'studied various problems relating to prior art search
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Prior Art Search and Patentability Examination under aGlobal Patent
System o o ‘
1. Introduction::- :

The existing patent system is suchthat onewho wantstoobtain
a patent in a plurality.of countries;, for example, in Japan, the
Un'ited States and a Buropean. country,: is :required to file 'an
application in each country, and its examination as to:patentability
and the necessary prior..art 'search therefor are' carried out
independently by the Patent Office of each country. iAs a result,
the applicant has to spend a large amount of expenses and the relevant
Patent Offices have to.do a great-deal of overlapping work.

It has, therefore, -been ‘a worldwide trend recently to .call
for the creation of a global patent'system enabling anybody toobtain
a patent for an invention covering a plurality of countries at a
low cost. Under these c.ircumstances, the Japanese Patent Office,
the United States Patent and Trademark Office and the European
- Patent : 0ffice .:(three . poles) ‘- recognized . the  'necessity of
establishing a.global patent.system and worked out three:plans for
activities, "Three-Pole Network", "Three-Pole Cooperative Search
and Examination". and . "Three-Pole Web:Site" during the last year's
regular meeting-of their Dlrectors.j _ o ‘ :

:A:.global patent: system in which a-single patent-office grants
worldwide effective patents under a single patent law may be ideal,
.but is: unrealistie. - ' R ' '

-We have, therefore, studied -various problems relating:to
patentability :examination and prior art search therefor’as -the
essential procedures for the granting of any patent on the premises
that a global patent systemwill be established within the framework
of the existing patent systems. Although various :-‘modes of
conducting search and examination may exist, ‘we have limited our

study to themutual approval mode in which the.Japanese Patent.Office,

for-example;conducts-search-and~-examination; while-the-other-two
Offices accept the results thereof, and the: coordination . mode in
which the three Patent Offices .cooperate in conducting search .and
examination; and we have studied various.problems including their
merits and demerits from standpoints such as the :cost and time

- required for obtaining a patent and the'reliability of any patent
obtained. Based on the results of our study, we will discuss a

e



“Tpatent system

2¢1:Lv Definition

" _ des J.rable modeo £ carrylng out search and examlnatlon under a..global 7

24 Prior Arts Search
20w

Mutuak. Approval .of Searchr

The "mutual approval: of ‘searchfimeansthe: approval of:. the

' rés'ﬁlts..,of. search conducted’by one of the threePatent Offices (e.g.

the sJapanese’Patent Off ice), by the:other two..(the United:.States

- patéent andsTPrademarkOffice and: the European-Patent Office) which
- donot:conduct. any:search: ::Search iis:conducted by the: Office: dn
the icountry or region-where-the :language .of the specification: to

be examined is: understood, or where the application has been. filed.
2:1:2. Merits: and. Demerits: CTAL 3IE S ETIRh
'“;Thermutual;approval-of-searchimakeSJit:possibleqto avoidﬂany'
overlappingnWOrkmof'theﬁthree'OfficeSfin-condqcting ~séarch
independently of each other: and- have .the cost of search: incurred
onlytby.oﬁe-ofbthe:0fficés.acdording.t0ra-rough‘estimate;‘.Augreat
reduction in:the cost: to:be borne by the appllcant ‘for: a: patent

...can, .therefore; . be.: expected B A TREL L i i e e e S e e b e e

_ Itls,however,llkelythatsearchconductedbyonlyoneoffice
may:lack perfectness,: insofar as:the three Offices' use different
data bases for search,; -and different official languages. - Thus, it
lsfearedthatthemutualapprovalofsearchmayyleldairlghtlacklng
reliability. S : SR AN b _

Under-“the existing patent:systems, there have been a great
many: cases in whic¢h the results 'of :search conducted :in response
to one and the: same application differ:from one Patent Office to

~another: Table: 1, for example, shows the prior art.cited by the

three Offices as a:. result of search:in connection: with:  the

application for USP 4,626,598 and the :corresponding:Japanese:and -
Furcopean applications: - The same prior art is difficult to expect
‘from the data:bases of: the: three- 0ffices;: since:their-data bases

have been prepared independently of one'another and obviously .store
a different range of prior art.from one another. As the three
offices rely ﬁpon different data bases, it is unavoidable that the
accuracy of search diff.ers from one Office to another, as is obvious
from Table 1. As is also cbvious from Table 1, it is rare that
each Office cites prior art written in any language other than its



official one. "This:.is partly:dueto the fact  that thethreeOffices

use different official languages. Even if the data base may:store

- a complete range of prior art literature written. in foreign
languages, it is very difficult for any seatfch examiner to pick
" up correct prior art written in a particular language unless he
ds-well.acquainted: with that .language.: . i ..
=) "Active: movemeénts:are.under way for. preparing a common data
baSE}ﬁasviSTObViOuSFfrom*the facts that tlhe Three-Pole. Web Site
concept enabling the three Offices to gain free:access: to a:data
baseon the Internet was:agreed upen during the meeting of the three
0ffices in November, 1997 [Tokkyo (Patents); No. 304, January, 19981,
andthatWIPOhasstartedponstructingan<nﬂineimformationnetwork
~ connecting the Patent Offices of its member-countries (The Japan
‘Economic: News .0f-April: 27,::1998). A ‘common data base appears to

- provide an ‘improved -accuracy.of -search.: It :is; however,y:still .

likely:that the language problem may remain as the largest-barrier
to-any-‘complete search. ' Thus, it is feared that the mutual-approval
mode of search may be incomplete with respect. to, among others,
prior art literature written: in: foreign languages: .-

2.1.3, Conclusion oo Pl ' | :
oo The matual approval mode of search under a global patentsystem
is likely to yield a . right lacking reliability,; though it can be
‘expected - to lower the cost to be borne by the applicant for a patent;
as stated above. Although the applicant may expect to-haveTany'ahd
‘all relevant -prior ‘art of -any-country.studied-to obtain.a right
‘of: higher: ‘reliability,; it still remains-difficult to conduct:a
‘complete: SEarch'for‘the:prior:artﬁwrittEn:invforeign_languages;
‘as’ stated above. No:right of low réliability resulting from-any
:incomplete:search is acceptable to the applicant, even if he may
‘be able to'obtain itratva:low.cost.. Therefore, the mitual approval

mode of search is difficult:to:.adopt at present, though it may be

Possibletogodhead in the-futur e”ﬁ:"fi"i”‘t""béC‘OIttEES"‘"-pﬂ ssibleto-evercome

‘the':language: problem:and: realize a unified-data: base.:
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Table '} is ‘a: list of the prior~art: reéferences”cited by the
three Patent Offices during the examination of the applicationifor
USP 4,626,598 and the corresponding appllcatlons filed in the-other
two Offices. The corresponding foreign: appllcatlons dre-shown in
the parentheses. - For example, JP Kokoku' Sho +41-16860 -is' the.

Japanese application- correspondlng to ‘USSP "3, 546,285 0

2 2 .1. -D'efflnltion- LT T R B LRI B P SR

- The coordination-as to search means the mode in'which the three
Patent Offices cooperate with:one another:in-‘conductingsearch.
We have consideredhthreefmdre3specificlm0desﬁoffcoordination=as

- toisearch:o -

A. The mode in which the: three offices condict search by exchanglng
information and consulting with one another; ISR
B Themode1num1chthethree0fflcessetupeisearchlngorganlzatlon
and leave the whole search to  it; ‘and : '

C..The'mode in‘which the three offices conduct search: 1nd1v1dually

and: one of them takes the lead in’ concludlng ‘the: results of their

search.

12;2u2%wMeritsfandﬁDEmerits&iwmw:ﬁ““

(Mode A) :

* The' mode~A!in. which” the thrée ‘0ffices:conduct search::by
exchanging information and consulting+with one:another: is:the most
typical mode of coordination-as to:search: -This-mode isrealistic,

‘since the three Offices have recently come to-have a broader scope

of interchange, as. is obvious from'the Three-Pole Web Site concept
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and the WIPO's plan to construct an online information network
_connecting the three 0Offices as stated before, and it can be expected
_to achieve an improved reliability of search if it is properly
icarried out.. At present, however, there still exist a number of
problems‘ including .'the absence .of - any. ideal data bas,e_ that is
accessible to.the three Offices; and the ,,pr'esence of differences -
among the three Offices in the scope of search and language. - While :
' ZMOde A is apparently an ideal way as 1t can incorporate. various
proposals made by the three Offices, it 1s feared that :their
- consultation may requ:Lre a tremendous amount of ‘labor and- tlme. :
_Accordingly, it is not always a suitable way for any office handling
a large number of applications, but we would like td propose a more
realistic way which can be. employed by any . offlce handllng a large
number of applications. .. -
(Mode BY e _

.+ Mode B employing a--séarch-i-ng-or_ganization-is-an improved form
of Mode A, but as it is still nothing-but an-imaginary part of-an |
ideal global patent system, it does not ' agree with the concept of
our paper aimed at proposing a more realistic mode, nor do we have
a sufficient amount of material for 'discuss_in_g - it. ° The

International Searching Organization under PCT cannot be considered

 as the searching organization in. question..: The search conducted

by the Organization-under PCT .is in fact conducted by one of the
Patent Offices in charge of search, and is rather close to the mutual
approval mode of:search as-discussed before. - ..

(Mode C) IR (R S _

- Mode C, in which the three 0ffices. conduct search individually
and one of them takes the lead in concluding the results of their
search, . 'is more. realistic than ‘Modes ‘A and ;-B-:,,:-ia-nd_f is- the: most
preferable of-the three Modes. : The following is a specific example
of the way in which Mode C will be carried out.

--In-the-event-that-an-application-accompanied-by--a-Japanese ——-
specification is filed in Japan, a first stage of search is conducted |
-only by the Japanese Patent 0ffice for -the Japanese patents (and
- Japanese-language papers), whileno search is conducted by the other
two Offices. If-the first stage of search ‘has. Located literature
which is highly likely to deny the patentability of the invention
4in.question, the results of the search are reported to the Examiner,
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""" search is:conducted:- by'the other two 0ffices: T citeds pOSSlble.=wm“w”mm
to avoid; any: supplementail ;searchs:that: may:turn out:to be useless

for the purpose of examination.

If the first :stage .of search has«failed :to :locate.any =
literature denying the patentability, the Japanese Patent office .
requests;fhéwotheretwoaOfficéSwtorcOﬁduCtvsupplemental*search as -

rasecondsxagepsaxhatthaUn&tedS%aEe&@a%emEand@rademark@ffrce“——~m~_~

may search ifor the UL Siiopatents, and the:European Patent: ‘Office
for:the 'European -patents and-the patents in*therprincipal Eurépean

countriesi: If the Japanese:Patent Office/informs:the:other two
Offices offthe~results"dfbits:search»beforehand,xitiiswpossible
to avoid any overlapping efforts if there exists, for example, any
corresponding U.S. patent. The Japanese Patent Office receives the
results: of ' the supplemental .search, concludes the search, and
reports:the results: thereof to the Examiner. ... - e :
- The process as.described is-efficient, since it enables:  each
office to:search'the-literature written in the language: in: which
wits:datambasevis-more~complete;ﬁandwin;whichtitaCanfconduct:searchwwm“““w”9?
more easily, and since it--also’makes it possible to avoid:.any
overlapping work. This process is close to what the EuropeanPatent
0ffice adopts in connection . with the:applications under: PCT for
which each of the:other. two Offices works :as ‘the International

:Searching  Organization),: insofar as%itisearcheSja.different‘scope_'

from the:internaticnal:search under PCT and makes an:supplemental
'search;reportsfzuuw:afl“ | S :
. 2:2.3wConcldsion o SRR A S SR ,
_ It is-not.the mutual approval mode; but the .coordination mode
that is:to-be adopted for any-search under:a global patent system,
as stated before, since the reliability.of:a glebal -patent is of
themajor importance.: Although it may be:ideal for the three 0ffices
to ‘conduct :search by consultation (Mode:A), or by establishing a
 searching organization:(Mode B), Mode.C, in-which.one of the Offices
takes. the: initiative; 1is considered superior as~a:more.realistic

way .« This :mode. makes: it possible..to. dbtain. results*offhigher'

reliability, while av01d1ng substantially any overlapplng efforts

% by the three Offices.
é SIt is ‘hoped-that the three 0ffices will haveia still broader
i



scope of ;interchange to acquiréia:still higher level of searching
‘ability, insofar as the.coordination mode of search is successful
only when they"trust-one'anotherfin their searching ability.
3. Patentability Examination ' k
3.1.Mutual Approval: and Coordination as to Examlnatlon
3.1.1. Definition. o . B

" Two modes;. coordination: and -mutual- :approval; are -also
considered - to ~exist ﬁfor'~patentability“:examination;'uThe
tcoordination as to-examination" is the mode in which the Examiners
of ‘the three Patent Offices are jointly'engageduinfexamination;
-and the "mutual approval" is the'mode in‘which one of the 0Offices
ﬁis~engagedlin examination, while.the other two approve the results
thereof. :
:3.1.:27 Merits and Demerits.
“The=coordination mode :of examination, in which: the’ three
Patent Offices conduct examination separately and join thereafter
to combine the results of their examination, or in which they have
-examination conducted by_afsortwoffjoint'eXamining committee, is

- :generally unrealistic from the viewpoints of both cost and time.

‘There will be no alternative but to:choose the mutual approval mode
if:a reduction of cost and- time is essential.

" The mutual approval mode 1ncurs.only about one~third of . the

- cost'which has hitherto been incurred, sincethere:is no overlappi‘ng'

-work. (This is .a great merit:for any applicant. suffering frem-an
increase ‘of i expenses : for ~filing . and . prosecuting patent
- applications.) This mode also reduces the burden on'the -Examiners
of the three 0ffices and allows them to do a job of higher quality.
:The examination done by.one Office alone.can be done more smoothly
in that ‘the-Examiner can follow-his:familiar practice;, ‘and more
quickly than . any.joint work as mentioned. S L
13.2,.Adjustmentfof,Standards»for Evaluatlonufor‘Patentabilityﬁf

TTrReTadoptitnTe T thetmutualvapprovaltmode; however;-makes it -

.-essential;tO'adjust:thezStandards relied upon by the three Patent
‘0ffices:for the.evaluation of inventions for p‘at.entabilit-y‘-','.i?so that
‘the: results of ‘examination may not substantially differ from one
:0ffice to. another. . e : : '
3.2.1. Standards for Evaluation as to Novelty : . -

.-, The standards relied upon for evaluation‘as tonovelty differ

rtmttn
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‘;3.n -:-"zmany ”*waYS""a' from one:s @fflc:e to"

date:of invention;

gTheJ.ra prlnc;Lpal

{:2):<Europe calls:for sabsolute snovelty.: and

concludes:asinovel onlylan invention:that; has: not: been::publicly
“known: or <used; o descéribed: in (any< publicatiéns in.any-country

: ‘tahr.o\ughout_‘_:;t-h'e':z: world, ~and (3) -Europe: specifies:the datérof: any -

.Ep:u'b'lfic:lﬂy'ﬂ: $ ur:ikno‘.wn -:z:&ppl ica-tiion::; cofio an '_-:;particular.sfz > app-l"ifca-n_t .

‘ted-States bases thesevaluationonthe

et
§
i
/
i
_E

i

|
!
b

i

_ ..h:lS‘;:OWn f(sel f =co l lision ). swhile the::dates. which 1§ ‘.'zno‘-rm-a\l:ly- @itable T
ds the:-r«date-of publication-of:the reference ecited. In:order to

.overcome any .such.difference,: it is. necessary either to adopt:for

the examination of ‘a particular application the standards. of the

...to: £ind-out ‘a- preferred.mode:-of. search or examinatdoni: e

‘Patent Office'in which:it has been filed, while the.othertwo Offices

accept those standards as they are, 'or to prepare new Comnon or
unified standards.: This is a matter of ‘choice again between the

before in connectlon‘w;.t—h' :searc‘h‘ or examination. In other words,

itiisnecessary to discuss the modeof applying the novelty standards

.+ According.to the mutual. approval mode of evaluation-as to
novelty, the novelty standards employed by one of the Patent Offices

which examines.a particular -application:: are - approved by ‘the '
other:two.  Therefore; the destiny of-an:application depends: on:the
Patent O0ffice examiningit;. andu:in:the event that it.‘i_s-'erejected'

pursuant to.any legal provisions peculiar to.the:country or region

in'which:the examining Office is located; it:is necessary to provide

for: some remedy or other, such as:the right .0of the applicant: to

change his application:to-:an ordinary application.. It, however,
‘makes: a system which: is-too compllcated to be readily accepted by '
.any: applicant..o oo ‘ o

. The other mode of novelty evaluation calls for the unlflcatlon

of the novelty:standards which:.at present - differ from one Office
to  another. . The . unified. standards ‘may:include concluding -an
-invention as-lacking novelty if it is publicly known or used anywhere
-in the world, and granting a patent to the first applicant instead
of the. first. inventor..: It .is, however; feared that .a serious
-conflict-of interest may disable the ‘three Patent Offices to ‘agree

wupon details of unification easily. :Under these.circumstances, it



may be beneficial to introduce’ a more. basic, or narrower scope of
-novelty. requirements as-under PCT [PCT does nOt.questionfwhether
‘an:invention is.publicly,knOWh:or used, but questions only whether
it is described in a publication (Article 33 of PCT and Section
64 of the Requlations under PCT)]. : It is feared: that the narrower
scope of requirements may result.in the existence of:many defective
patents. causing: 'third - parties to: 'suffer - from: unexpected
disadvantages. Therewill, however, not be any big problem,rsinCe
it is supposed that the majority of :the applications which will
be rejected for their failure to:comply:with the requirements as
specified under' PCT, and not :for  any:other reason, and since. it
‘1s possible to lodge opposition, or take legal action“against'any
application allowed as complying with those requirements, oxr any
‘global- patent issuing therefrom. - : SR
3.2.2. 8tandards for Evaluation as to UnobvViousness

- Reference 'is made to‘"Cooperative Project:12 by the Three
Patent ‘Offices - :An Agreement‘and'aiComparatiVewReport on  the
Harmonized Implementation of: the Patent System, March, 1990 (The
Japanese Patent:0Office)" as: an:interesting paper relating:.to the
‘standards for evaluation as to.unobviousness. This paper teaches
that the three Patent Offices have substantially the same 'standards
and ways of thinking for evaluation ‘as to unobviousness. . For

‘example,: the three Offjices agree that any invention is uncbvious

from: the prior art if its: object:is novel, "that no technical"

‘superiority: of ‘an invention to 'the prior:art is always required
:as:a‘measurefofvits:patentableuadvantage;-that-the%reSultS'of‘a
- test comparingan invention withthe prior art aretaken into-account
zfornitS'eValuation*as,tO”unobviousness;‘andﬁthatianwinventionﬁis
ﬁnobvious~frpmﬁthejpriorJart“ifsit;produces*anytreSuxtanot expected
therefrom. They also agree that it is sufficient to see::if:'an

‘invention is not obvious.to.any expert of ‘ordinary:skill in the

“art-to-which-it+belongsjswhile-judging-the-applicable-teveiof
;ordinary skill on a‘'case to case,basiSachhey-also agree:that, if
:theaapplicant“canp'for‘eXample,-show*cleafly*that.his‘invention
'solves a problem which ‘has ‘been outstanding for a long time, or
1f- he can show any prior -art contrary to. his:claimed:@invention,
~or present any case of failure of other people; his: invention may
‘be . .evaluated :positively . with -respect to. unobviousness:  They
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“technical features. Thus, it may be: proper: to. cenclude that(_the

thiee: Patent: offices” ido:;= not~ substantially: differ . din: their '

evaluation of: any:inventionpfor:uncbviousness: when.cemparing. it

‘Offices:may: already

..can, however,.be Vovér'cotné"'-b‘jfi'?'émp'l’oyi‘ii'g'-‘-'t‘h‘e-f-‘--r‘e‘l'eva‘nt---'P"’CT- standardsy

~ hnave nTheit standard

evaluation unified in:substantialsportions.:-:i ... %o i
3.2.3. Industrial Utility S Tiniieiin Yowmreroieie b g
The standards employed by the three Patent Offlces for

~evaluation as to industrial utility-depend on-the lndustrlal poJ_-‘__J_.lo-y

adopted by the relevant country, or region. More specifically,
Japan and Europe do not accept any invention defined by including
the human body as.an-essential feature (e.g. a method 'of preventing

a human diseasie,--;-‘da.agnosn.ng it, .oxr..treating 3_t) as lacking

industrial utility, while the United States does. Tifis difference

with. the,‘.aamerpr.LoLartwrafewr_enoe-rmwltwrsupos‘sa:b]:ew—thatwthewth"reeu———_-—____m
fors; unobv1ousness S

since they reject as being unpatentfable only an invention including
the human body as an essential rgéturo thereof (Section 67 of the
Regulations under PCT).
3.3. Conclusion '

Although the three Patent Offlces dlffer to some extent or
other in theJ_r standards for evaluation as to novelty, unobVJ.ousness
and lndustrlal utility, their differences appear to be generally
adjustable, and it appears proper to assume that the results of
examlnatlon by the three Offices will be substantlally the same
if they study the same. materlal. In other words,mhoqprohlem will
arlse.fromﬁthe;mutual,approval mode of examination-in-which one
of the éffigegﬁoohducts examination, while the other two accept'
the resﬁl’té'théréof'.” 'N’éediess to say, however, it will_rbe necessary
to ensure.thé right of any interested party to lodge oposition or
take legal actlon agalnst any application allowed without
examlnatronas1x)somerequ1rements oranypatentlssulngtherefrom
(though such cases may be rare). Thus, we propose the mutual
approval mode as the most realistic and efficient ‘method of
conducting examination under a global patent system. It will be
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desirable to trytosave labor for examination by having it conducted
by-one ofithe Offices, rather than placing too much weight on 'joint
work, since proper results of examination can be derived from the
results of pridr art search if the latter is correctly-done. -
3 4. Specn.flc ‘Mode of:Examination: ' '

: Flgure 1'is a'diagram showing a specific mode of examination
which we proposé basedon:the foregoing discussion. . It is:generally
ddentical to the mode of'examination as' proposed in Toku-Gi-Kon,
197, pages 38to 43 (1998), and we would like to recommend it strongly
on behalf of applicants asking:earnestly: for a reduction'of:the
cost incurred for obtaining a patent. | ' :

Fig. 'l 7 Mode of ‘examination -

~*|Examination of an application in accordance with unified|
(or ad;usted) ‘standards by the Patent Office iriwhich it

“has been filed -

Unpatentable Patentability as judged Patentable -

from a report on the results

“of examlnatton

o IR S

"' "Examination as to legal -

™ Final rejection

provisions peculiar to each

“country (or region) |

“Farther prosecution| © T o S L Fudther prosecution | o

Cbytrial




4. Conclusion

Rple 3 1s A
approval and coordination mo

~ as compared above in respect of the rellabllltykof any patent 1ss11ed-
"'therefrom, and the costrandstime :as) ¢

Table 2 _t“ Merlts and demerlts of .

examipnation

Search Mutual approval mode X

Coardination mode

Examlnatlon '

‘u"‘-éo:ordin'atioh..m_ode':.: 1.

“Phe table appears to conflrm that,- as far as search is

, concerned there

'j_”lll be no alternat:.ve but to adopt ‘the

coordlnatlon mode rnstead of the mutual approval mode J.n VleW of

the rellablllty ofany: rlght ‘obtainableunder a global-patentsystem— -

supposed to be established within the framework of the existing
patent systems. We do, however, hope that the coordlnatlon mode
will be adopted for search, too,. inthe: future 1f the language problem
can be overcome, and if-a" unlfled data: base can be employed

As regards examlnatlon we con51der that the:mutual approval
mode will be acceptable, since the standards employed by the three
Patent Offices for patentability examination differ only in a
generally adjustable way, as stated before. This mode of
examination can be expected to bring about a reduction of any
overlapping efforts by the three Offices and thereby a great
reduction of the cost to be borne by the applicants.
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- The means of communication of patent information. is shifting'from the.conventional .-

paper-based documents to the electronic medium along with the spread of the Internet.

.i In-this paper, patent-information in-the electronic medium, mainly Internet databases
... which are being rapidly upgraded is to be discussed. .In addition, a questlonnalre

‘survey was conducted in order to contribuite to the utilization of patent mformatlon in o

" the‘electromic médium. ‘Based on the resulfs of the survey, thé current sitiation

s " regarding the:utilization of patent information in:corporate activities,.and = | - > .. -
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1 Introduction;

In any company, patent information is used in various day-to-day activities at the

patent division, the technical division; sales/marketlngsdlvmlon ete. In the.past, the »
source of patent information was confined to patent gazettes and it meant ation

~fromr them However, it has w1dened toinclude-information-on the: patent applications—

_ related products ;1nformatton on technlcaI: (end«*./market trends, etc P.atent
- information-now; therefore .includes:many aspects relating fo technologie

i prOprietary rights. andmanagement whtch_constltute_an_essenttal componenLnot on]_y_m_

' strateglc management

Meanwhlle 1f WEe. turn our attentlon 1o the supply 81de of mformatlon partlcularly m
recent years; the usefulness of transferring i 1nformat1on via the electromc medmm isy
advocated in the face of the enormous flood of mformatlon onan. mternatlonal scale

. The means of communication of information is shlftmg from the conventional
physical medium to the.electronic medium. In addition, the search for patent
information has become easy and fast, largely owing to the development of database
technology and-the spread of the Internet.. All.these factors contribute to and propagate
the utilization of patent information.in.the electronic. medium. In thlS paper, the most
recent “patent information in the electronic.medium” mamly the. Internet Database
which has been rapidly upgraded.in recent years, .is. to be described. In order to make

" full use of the patent information in the electronic medium for day-to day work in
companies, the following: subjects were discussed and. reported on, basedon a -
questionnaire survey conducted this time on the First Commlttee member compames
19 members; of the Japan Meeting of the. PIPA, -

1) For what-work and-for what purposes.is patent information used in the company"
2) What is available as a patent information database supplied. by the electromc
medium? What are the characteristics?
3) The current situation re the-utilization of patent mformatlon -patent information in
the clectronic medium in particular, and. lssues/problems assomated w1th the .
utilization of patent information.
~4) The ideal patent information:database: which- overcomes the.problems. Response to
the strongly recommended World-wide Common Patent System in terms of the
- utilization of patent information. ., :

It is hoped that this contributes to the utlllZ&thIl of patent information in day—to day
corporate activities. : : -

II. The Purposes of the utilization of patent information. ... ... .. . - .

“In any company, patent information is used in. various day-to-day : activities at tbe o

~ patent division, the technical division, sales/marketing division, etc. Patent -
information now, therefore, includes technical information, proprietary nghts
“information, and management information, depending on its purpose. ... ..
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..2.The utilization of patenf. 1nf0rmat10n in the technical dlvrsron e T e

The following is a list of the purposes for using patent information in daily work
activities.

1. ”_rhé uti_Iizati:On'of'patent'inforfm'ation“ iri the Pa_t'ent-DiVision- oo

In the Patent Division, in the' work activities such as; -

The novelty 'search at the time of the patent application based on prior art for the e
assessment of a patent apphcatlon and the’ preparation of specifications with hlgher
patentability in the patent application work, and the speedy exammatron wrth the :

__dlsclosure of oonventronal art at the Patent Offrce S

The novelty search at the time of assessment of the request for examination, the

response to office action (with reasons for rejection), the submission of information
disclosure statement (IDS) for 'US patent application, and the search and confirmation

of prior art in order to respond to pubhshed search reports for forergn apphcatzons as’

an 1nter1m procedure of exammatlon

_ A prlor art search to avord the 1r1f1’mge1nent of the patent nghts of other companles

‘A so-called monitoring survey on the patents of other companies, in a’ spec1flc field of

technologies for SDI (selective dissemnination of information) for-the technical
divisions (end-users), which is performed to-avoid duplicate research, retrogresswe
research, etc and to promote effectrve research/technlcal development IR

Checklng the technologles reported on the techmcal repotts for other companies in
order to avoid the loss of monopoly right for the developed product or developed - -

technique or to avoid unnecessary infringement dispute with other companies;

A (prior art) search to assess a patent as management _'infofrrlation'in order to assess
the feasibility of the patent right in the patent maintenance/managem'ent‘work; SR

The preparatlon of 4 technical database eompr]ed mainly opend patents (patent not
utilized) in patent distribution support work; and : Cen S

Patent education and patent information service for other divisions, -

patent information is used for checking existing patent rights, technologies, and
management

In the R & D and related technical divisions, patent information is used for the
identification of proprietary rights or technologies by conducting prior art searches for

patent application work; or for the prevention of infringement with the co-operationof -

the patent division at the development stage in-order to select subjects for new:

- research/technical development, or to review the direction of existing™ =+

research/technical development,’ so as prevénting duplicate or regressive research, and
so as promoting effective research/technical development.

e




. 3. The utilizatiofi of patent information. in thﬁéa_u&i@l@ﬁ/ﬁﬂl%!k%ﬁﬂ&Qjéy_-__isiona,

it The.sources of patent 1nformatlon :

 the debut of a free and open patent database, the re-construction of mformatlon

~deal with document administration:issues together with the utilization of a patent
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* Patent information is used in the sales/marketing division by conducting prior art

search with the co-operation of the patent division.in sales/marketing policy-making
work, and in infringement prevention work. The use of patent information in the
sales/marketing division is‘more; for management information.:. S 1Y

.mP_ateanfonnatromsmcreasmgtybemg.offeredme1ectren1afnm a'l ong wrfh fhe
—flourishing-Internet, the:change of-a.conventional-commercial. database to a- Web site

systems in step with the advance in information devices. In the face of such global
trends, as:described in:Chapter II, the utilization of patent information plays:a-
significant role-in various day-to-day-corporate activities. In practice, it is essentlal to.

mformauon database in electronic form. -

‘ The sources of _patent i‘nforrnation are obvious, namely the ‘convent_i'onal_paper-'bas’ed::; |

documents, and the electronic medium. In this paper, the latter only is to be
discussed. The sources of patent information in electronic form are CD-ROM,
magnetic tape, commercial database, etc. Conventionally, a databasc was accessed
mainly through telephone lines. However, more recently the Internet has become the.

major access vehicle; as the communication cost is lower, and a large volume of ... ... ... ..

information can be transmitted in a shorter time. Furthermore, the J apanese and US .
Patent Offices, etc. offer free and open patent information on the Internet, and the
European Patent Office has announced that they will offer free patent information
from mid 1998. (the middle of this year). Four types, namely CD-ROM;.commercial
on-line databases via telephone lines, paid/ free databases via the Internet, are
described below. ' Which information source is most effective for the various purposes
of patent information in day-to-day corporate activities which have been discussed i n
Chapter IL, is also touched upon in this chapter i '

1. CD ROM

One drsc of CD-ROM has a memory capacrty of some. 600 M byte Wthh is surtable
for storing image data. Initially, it contained mostly image data of Tokkyo Koho .
(patent gazette), merely being used as it had a larger capacity than a rmcrofllm (for
number search only). It was not until the Japanese Patent Office made it in a new f_orrn
which linked text data and image data that it became possible to display filing details
(bibliographic items), full text, and image simultaneously, and that search items were
upgraded to the same level as or to a higher level than a commercial on-line database;,
'Ieadmg to a dramatic spread of the use of CD- ROM

1.1 Japanese Patents L ‘ '

It covers Kokai Koho (OPI gazettes) from the J anuary 1993 The pr1ce was cut
this year: The copyright fee for downloading has been done away with. As ...
these two aspects will make it easier to prepare customised CD-ROMs, and fo -



build the company’s own database, a further spread of CD-ROM is-
antlclpated

= 111 Spemflcauons in qu text CD ROM

1) Laid-open patent and utlhty model appheations Reglstered patent and
utility model (JAPIO)

Needless to say the input follows the Japanese Patent Office format in which -
text data and image data are linked in numerical order. Unfortunately, free
search/prfnting"is not possible without exclusive reading (peruse) software. It is hoped
that free peruse software (which allowa dlaplay, qearch edrtmg, prmtmg) be offered to
the purchaser of CD-ROM. : D :

*2) Customised CD-ROM ' e Lo SR

It is not possible to buy selected gazettes Only, ifa CD- ROM is arranged in -
namerical order. Various companies €.g. NEF (Nippon Hatsumei Shiryo), PES (Chuo
Kohgaku Shuppan), other invention communication companies, Office Soken; etc.

offer customised CD-ROM(CD-R)s in which the data is-extracted accordingto .- |

requirements Customised CD-ROMSs are most suitable to construct the company’s

own database A further spread of customlsed CD ROM 18 ant1c1pated S

3) Back nuniber CD- ROM BT

**'The earlier data in gazettes prior to the offlclaI gazette on CD ROM is -
complled in text form for the specifications and claims, and in image form for gazettes
in full text. Itis possible to purchase only those required.” One: drawback is the hlgh
cost The data on the market at present 1S as follows, R LI R NPT

‘a. Pubhcatlon of examined patent: J anuary 1986 - end. of December 1993
' b Pubhcatlon of examlned utlhty Inodel J anuary 1986 end of December
1993 I R
S c Publtcatlon of unexammed utlhty model J anuary 1986 end of December B
1992 . : S L S
1.1.2 Index CD-ROM o Co
Various companies, €.g. Japan Patent Inforrnauon Orgamzatron (JAPIO)
~ (Foundation), Japan Technology Trade (Co., Ltd), (NGB), are marketing them. Itis
easy to take a large number of copies from the specifications in full text CD-ROM.
Thére is a search function (Functxons vary between different companies:) which.can -
be used for searchmg by broad category €. g the number of cases by company, or by..
classrflcatron ' : S R R :

' 12 US patents

75 CD-ROM available on' the market offers image 1nfor1nat1on only for gazettes
infull text. Search keys are few, which make it unsuitable for downloading. At -
present, the only way to use the CD-ROM is to use filing details in‘text input (for’m)fin
conjunction with specifications in full text input (form) (without drawings) (Literal
translation. The meaning of this sentence in Japanese is not-clear. - Translator) The

--cost for purchasing initial data is high, hence it is hard to use.” A product similar to the

sPecificat'ions of the Japanese Patent Office CD-ROM containing both filing
details/the specifications in full in text format and drawings in image format is
awaited.




1.2:1:Specifications:ifi full:text €D RGM -

- 1.2.2 Ab’s‘tﬁa’ct D:ROM

' FullText:(Micro Patent)
filing details, and full text in text data (Wrthout drawrngs)

#1'1) Patent View! (Derwent) (‘74 L) numerrcal order possible to search by flhng

details, and summaries (main claims). 4
2) Patent Images (Micro:Patent): (*76-) numerical order,’ possrble to search by

-filing-details;-and-summaries-(-93-onwards)- _
- 3) OG/PLUS (Derwent)(*90-) Contains-abstract: texts and drawings in-official =~

gazettes. possible to search by filing details, and summaries.

s 4) Patent Scan (Derwent): (75) Recent.ones contain filing details,: and

o uisummaries (mam clanns) Search 1is possﬂ)le Old ones have no summaries:

- (main claims)...-

- ::-5) Patent Search (Mrcro Patent) (‘75 ) p0s51ble t0 search by frhng detalls, and;;
w summaries (main:claims). ;

v situation: (status) Possrble to search: by most recent. patent claSS1f1cat10n

. 1230ther

- saves storage space, file wrappers-in CD-ROM form-will be mcreasmgly used: T

6) CASSIS BIB: & CLASS (USPTO) ( 69 ) contalns flhng detarls and rrghts -

The storage of used flle wrappers in US patents isa headache Recently, file PR
wrappers became available in CD-ROM form as well as in print form. As it

A sample demonstration ‘CD is available on: the Internet. :

- (http://www.woolcott.com/) .

1.3 European Patents -

~ The European Patent: Office: offers two krnds namely 1mage mformatron of
2 ‘.z.r:spec1f1cat10ns in: full text. and text 1nf0rmat10n of frlrng detalls as, ESPACE
! '-'f':SCI'lCS L St bl S . ; ; S

1.3.1 EP(A,B) : (*78-) possible to search only by the full text imagé and filing

« - details of kokar/reglstered patent: gazettes (The meanlng «of this phrase in
v2¢Japanese-is not clear.-Translator):. .
w132 FIRST: 78+ ) possible to search only by trtle pages of EP & PCT OPI

(Kokai) gazettes.
1.3.3 ACCESS (A B ) (‘78 ) poss1b1e to search by frhng detalls and suinmaries

soisi(main claims):
< 1ii1.3.4 Bulletin: € 78 ) contams rrghts S1tuat10n e. g kokar patent regrstered

patent, etc. through mdex

i it 1 4 Other

The European Patent Offlce offers the fulI text 1mage of patent gazettes of the

. EPC associated: countries. (PCT UK Germany, France Australra Swrtzerland
« 20 Denmark, Spaln Italy, etc) SR i Ly L

2. Cornmercral On hne Databases (fee chargtng)



A database is accessed via an existing telephone line by connecting to.the host-
computer. The details are omxtted as the 1ntr0duct10n is Superﬂuous

2.1 Japanese Patent PATOLIS JAPIO WPI INPADOC
. 2.2 US Patent: claims, USPM/Questel-Orbit, PATFUL/DIALOG,
LEXPAT/LEXIS, CAS, WPIL, INPADOC
" 2.3 Furopean Patent: EPAT/Questel EPATFUL/DIALOG EPIDOS WP,
INPADOC A 5
2.4 Other: WPI, INPADOC ChmaPat/DIALOG

3. Database via the Internet (fee charglng)

In essence, the commermal on- lme databases mentmned above use telephone
lines-for access, while databases via the Internet use both telephone lines (analogue or
digital) and communication lines (digital), which not only increase the amount.of
information transmitted dramatically, but also decrease the cost of communication as
this does not use international telephone lines. In future, the datahase will be accessed

‘mostly via the Intérnet. As it is stiil at'the development stage, it contains much
information not required for search purposes, which:slows down the speed of search,
though images are simultaneously available, and it is free from the time constraint,

- compared with the conventional patent mformatmn sources. A further 1mprovement

(sophlstlcatlon) is awalted o CeLSETRTET

s 3] apanese Patents S ST
3.1.1 PATOLIS-WEB (http [fwww. patohs Jjapio.or. ]p/)
It is essentially the same as the conventional PATOLIS. The new feature
shows drawings too as image information.
3.1.2 JAPIO distribution process (http://www.bunsan_.japio.or.jp/)
It can be considered as the database of a official gazette on CD-ROM. -
~‘Provided the ISDN ¢communication environment is in place, this database is
available fairly freely. It is worthwhile considering this if a company’s own
. database is to be built.
SR 1313NRI(http//wwwpatentner/) SR G
:/This is the database offered by the Nomura Research Instltute It contains the
-contents in the Japanese Patent Office CD-ROM issue.: Recently, the-image
./ ‘data in the 1992 Kokai (Publication of unexamined patent apphcatlon) gazette
was included. , ‘ .
-4:7:3.1.4 NEF-NET (http://www.nefnet.cojp/) - .
This is the database offered by Nippon Hatsumei Sh1ry0 Co Ltd It contams

. their original data of the past (b1b11ography + Claims : text, gazette il full text:
image) as well as the Japanese Patent Office CD-ROM issue. 2
3.1.5 G-NET (http://www.g-net.ne.jp/index.htm)
This is the database offered by Green Net Co. Ltd offermg a service to search
“¢1 ¢ data in the Japanese Patent Office CD-ROM. - 1
2::.3.1.6 FENICS Patent Gazette:Service (http: //www Jjaja.co ]p/atms/fenlcs/)
This is the database offered by Fujitsu Okayama Co.; Ltd, offering a service to
search data in the Japanese Patent Offlce CD ROM Recently, fees and the
speed of search were unproved - ST [T




JS:Paterts:
A-DialogWeb (hitp:/iws icont

The Internet version of DIALOG whrch is suffrce to say CLAIM- ) (311
USPATFULL can be used. It may be:suitable:for the: begrnner, but: tog sIow

for the expenenced At present the conventlonal on:line'is-easier: to use. o : BRI :

The web version of the S Patent database offered by: Questel~0rb1t Itis

o #:possibleto search: full: texts-from:-1974: onwardsz: The:i 11nage 1nforrnat10n of
oo gazettes mn full text has been included sineé May:1998: - ;

+TFhe-US-patent-database offered-by:-Electronic-Data-Systems- Cou;Ltd: +It-is~
possible to search/full texts from:1972 onwards:: Unfortunately, it-does not

3.2.3-SPO-Shadow-Patent-Office-(http:/wwn: spaedscem/patent htmL)—m—m

include drawing information. The use of CD-ROM marketed by the same -
company adds values. o
3.2.4 Micro Patents (http://www. rmcropat com/O/patentweb htrnl)

s:v]ticontains: US patents:from. 1964 onwards, as well as European Patents (A B)

and PCT.~ P
3.2.5 PatIntelhgence (http //WWW trademarks corn/)

' US patents can be searched from 1971 onwards for. the standard versmn, and

from 1945 onwards for options. The quality of resolution of gazettes :;:
downloaded is excellent. Exclusive software can be _downlo_aded;;»-;r:
3.2.6 Chemical Patents Plus (http://casweb.cas.org/chempatplus/) =~ -

< The' US patent file offered by CAS -The feature is.to be able to: search by CAS
":i:f';RegrstryNo S = e ; ey

3 3 European Patents '
:3.3.1:DialogWeb (http //WWW dlalogweb com/) C e
.+ The Internet:version of DIALOG; which:is- sufflce to Say WPI EPATFULL

can be used.’ It‘may. be suitable for the beginner, but too slow for the .-

= experienced:. At:present, the conventional on-line-is easierto use. | ;-

4. Databases via the Internst (free): - S Dy

Following the US Patent Office, the Japanese Patent -Office -adopted the free and open
policy of patent information this year. It was announced:that some 40-million cases of
patent information would be opened free next.year.- It'is great news forthe user. The
following is the data already avariable S RS ESS E ETIE LTINS

4.1 Japanese. Patents: Japanese Patent

Offlce(http //210:141.236.195/index . html).

©4.1.1 Gazette journal search (Japanese)-: - fainn -
The gazettes in full text from Apnl 1998 onwards are avallable in: the
followmg databases (DB) TR S W

= .'1) Kokal patent gazette DB Kokal patent gazette Kohyo patent gazette,

Sai-kohyo patent gazette



2) OPI (Kokai) Utility Model gazette DB: Laid-open utility model gazette,
Registered utility model gazette, Kohyo uttllty model gazette Sai- Kohyo
utility model gazette g i E R SEEUIR I B
- 3) Patent gazette DB: Patent ; gazette PR

4 Utility model gazette DB: Utlhty model gazette ot

° 4.1.2 Kokai patent gazette title page search (I apanese)
¢ It contains filing:details, summaries, representatlve drawmgs legal status
information from January 1993.. Lt i A
‘4.1.3 PAl:search (English for the user overseas)
7 Tt contains filing details (bibliographical items), summaries, representat:ve
.. drawings, legal status information from January 1993. - -

4.2 US Patents:
4.2.1 USPTO (http://patents.uspto.gov/) - - : :
- The information.on the title pages. (flhng detalls and. abstract only wrthout
drawings) of the patents from 1976 onwards is available. There is-afile
- containing Aids related patents. The plan by which full texts will be: -

< vavailable from November 1998, and the image information of gazettes in

full text will be available from March 1999 has been released It is the
database to watch. s TR
4.2.2 IBM Patent Server (http //www patents 1bm com/)

. v It contains filing details (b1bl10graphical itemis), abstracts, total clalms in

text form, and gazettes in full text in image form from 1971 onwards. 'This
is linked to trial cases, making it very useful in searching for material no
longer valid. However, there is a response number:restriction:of 200,
making it impossible to use as on-line search.: ‘This shortcoming can be

- i * ‘covered to a certain extent by the! combined use of USPTO. As it is image

information, drawings are clear, but the characters of specifications are
difficult to read.” However, it is free, and it would be deianding to-ask for
more.

4.2.3 SHADOW PATENT OFFICE (http://www.spo.edscom/patent.html)

The title page information of US patents from 1995 onwards is available |

free of charge.

o 14.2.4 QPAT-US (http://www.qpat:com/) - SPREEEE ST
».- The 'weby version of the US Patent database offered by Questel Orblt The .
.- . title page information of 1974 (sic. - from 1974 onwards ?) only: is. avallable*'.r*s

free of charge. However, it is necessary to register on the screen.’ .
4.2.5 US Patent citation (http://patents.cos.com/)
. The title page information of the US Patents from 1971 onwards offered by

COMMUNITY OF SCIENCE INC. It works on'a membershrp basis.” One
has to be a member to use it, but it appears to be a.7ee: ‘service as there 18
“"no referenceto any charges. - R

4.2.6 STO (http://sunsite.unc. edu/patents/mtropat html)

The database of the University of North Carolina. It contains filing details

... (bibliographical items), and summaries.: Search is: conducted by US Patent

classification, and patent numbers.

4.3 European Patents




3:1.DIRS: (http://www.european-patent-office: otg/news/epidosnews/) - -
‘The European Patent:Office:is to stablish:this database:this year:It is yet
to open. At least filing details (bibliographical items) and abstracts of the
patents in the last 12 months are expected to be avarlable free of charge
Future developments wrll beofinterest:: < i dnvpne viinanid 1

.44 40the F
4.4.1 Intematronal Patent Apphcatron ' BT e R TV
PCTGAZETTE(http://pctgazette.wipo. mt/)

-« Patent-information-offered- bymW«IPO—«Itwcentarn&abstractswﬂh draw 1n gb

- and specifications in full texts: Tt is available free of charge. Oncea™
i+ password is registered, the result.of a search-is.recorded in memory,
- making it suitable for monitoring. - In particular;.it-is:relevant for checking
25, PCT applications with Japan.as the designated country before the
. publication of Kokunai (domestic) Kohyo gazette. IETIPRETe
4.4,2 Canadian Patents _
(http://strategis.ic.gc.ca/sc_innov/patent/engdoc/cover.html) -
©. . Itcontains filing detarls of kokai (OPI) and regrstered patents frorn 1989
.. .onwards: - : : ‘ _ SR

4, 4 3 Patent related 1nforrnat10n (http //www bekkoame or ]p/—
- y_usui/usuil.htm)
Yuichi Nichii (Sunntomo Denko Intellectual Property Techno Centre) S

--home page, offering patent related information on the Internet. It prides
itself as patent related information of the highest standard amongst
-1+ numerous similar home pages. It has beenthe reference for the contents of
- this chapter, and we duly acknowledge our debt

4 4 4 Machrne Translatron System Scan (http //WWW ]61(18. or. Jp/aamt/hst-
j.html)
-+ This is found in the Asia-Pacific Association for. Machine Translation: -
{(AAMT)’s home page. It lists 49 translation software applications by 21
"+ :~.' companies available on the market in Japan. The details of each piece of
i software are available onithe: 1nd1vrdual company S horne page which is :
<1 linked with this database. L fr
.. Recently, translation software excluswely for patents was launched A lot
- more software tallored to. spec1f1c purposes is awaited.. T

Su Methods for use. accordrng to purpose

Various patent information-sources can be’ broadfy drvrded 1nto groups
according to purpose.as follows; the prior art search at the development stage; the -
novelty search at the time of application, the monitoring of other companies’ p_a.t,_ents;{
the search for infringement prevention; patent assessment in't'erms of management: -;
1nfor1nat10n Suitable 1nformatron sources for each purpose are-considered below...

5 1 Prror art search at the development stage Sy wgeioeb 5

----- It is important to gather information from a broad base Wlthout a tlght I1m1t It
is highly recommended to use the pay database initially. (Files whose merits
and shortcomings are familiar are desirable.) Whether or not copies of a



. gazette be made from CD-ROM regarding individual contents arising from the
i = ‘initial search would be better dec1ded after refemng to the free database on the
i -Intemet ' 2 : : - ‘

5.2 Novelty search at the time of apphcatlon Lo
Re individual application, USPTO is useful, as patents whxch have referred to
a patent listed by the inventor as prlor art can be searched for by the patent
number free of charge. R R , ~

5.3 News flashes of new apphcatlons and the momtormg of other compames
« patents - : gz AR :
-Services of commercial database are convenient. and rehable to monitor patent
~..applications on a particular technical subject at regular intervals. For
individual inventors, it is highly recommended to check on the free database
on the Internet, as the most recent data including abstracts are available.

5.4 Search for infringement prevention e
“ - It requires a thorough check of the claims on every gazette followmg the
search by classification. The specifications in full text with drawings on CD-
ROM or in print (paper) form is desirable. The Japanese patent gazette from.
1993 onwards includes drawings and are available on the pay database on the
Internet. It is well worth companng it w1th CD ROM 1n terms of cost and
S 'performance : o _e S

5.5 Patent assessment in terms of management information
“'As free databases offering most recent patent information are increasing,
patent information are readily accessible. However, it'is not so easy to
statistically process the resulting data downloaded. For that reason, pay
“databases equipped with statistical functions have place in the market.

‘IV The current’ sxtuatton re the utlhzatlon of patent 1nf0m1at10n and related issues

Pnor to the issue of 0ff1c1al gazettes on CD-ROMs, patent 1nformat1on (Patent
gazette or information dérived from it ) was distributed/disseminated in print (paper)
form from the patent division to the end-users, e.g. technical division, in varied patent
related work in day-to-day corporate activities which were described in Chapter 1L It
took time and labour to sort and file relevant gazettes, to process it as rights
information, technical information, or management information. Today, with the
. issue of official gazettes on CD-ROMs, the development of database technology, and.
the spread of the Internet, patént information in electronic form is distributed:

)
%
-
!«
! .
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=

(circulated) in"a company, and the patent division is required to gather the patent -
information of various types as above from a wide range of sources, to analyse it, to-
process it to add strategic values required by various end-users, instead of merely-
distributing gazettes in print (paper) form to the end-user.divisions. Some companies
may assign this work to the end user who is in a position to better grasp the content of
" R & D technology and the product market situation, and 'may-concentrate on. -
improving the envn'enment forthe 1nd1v1dua1 end user to be able t0 process/analyse
freely and 1nn0vat1ve1y - ‘ R St

T




“tables and figures in‘the orderof items in' the questionnaire. * (Related tables & figu
. are shown next tothe-headings as-refereiice figures.,) Fhe:current situation re-the
- utilization.of:patent information and related: 1ssues/problems 1s: also d1sCussed The .

R The:following survey was'conduéted with:the purposes:i) fo:understand the

*patent informationsituation in' varied-patent'workin day-tosday corporate detivitigs,

if) to extract issues/problems related to the utilization of patent information iii)

.....

mind. Inrthis:papet;’ .the,result,:of. the: data collected .1n.,4th1,s s_u;vey 18 repor.ted Wwith

stat1st1cal results of the survey are shown 1n Appendxx 1

Subjects (Ref F1g 1 1 1 2 3,

The survey was conducted on the 1% Committee member companies (19
companies)-of the Japan Meeting,: PIPA,; in: order to study the: current: sxtuatlon re the
utlhzatlon of patent 1nformat10n - DL el D : SRR

f.-The details of the'subje'ct companiesare' as follows. Typés of industry are
varied. Re the scale of the companies, those whose number of employee exeeeded
5000-were fourteen, showing that relatively large scale companies accounted: for the
migjority of the subjects. Re the number of patent applications per annum, eleven
companies filed more than 1000 applications, nine companies employed more than 50
staff in the patent division alone. These may be in proportion to the number of
employees. On the other hand, it is worthy of note that 13 companies employed fewer

= than 5 staff in patent:search; accounting for the majority-of the subjects..:

- As this survey was conducted on just 1% companies, it may-not be an accurate
description of all Japanese companies. Nonetheless, the result of the survey will be a
valuable information from which to extrapolate the whole situation.

w2 General use'of-patent infc')rm'ation.u SRR

The overall situation re : the use of patent 1nf0rmat10n in- the patent d1v1310n and
in the R & D d1v1smn is dlscussed below o - :

2.1 Purpose and use of patent mformatlon (Ref F1g 2 1)
- The purposes and uses of patent information are numerous and varied as
described in Chapter II. In this survey, the current situation re the use of patent
- -information was studied, paying particular attention to three specific subjects,
++namely “the novelty search, at the time of application.” , “the:search for
- infringement prevention'” and “the search for news flashes of other:
companles apphcatlons S TR N '

o -Almost ail the companies surveyed used patent mformatlon for “the novelty
search, at the time of application” and for “the search for infringement
prevention.” It was interesting to note that the patent division used it most

- frequently for the purpose.of “a novelty search;:at the time of application”
~followed by “a-search for infringement prevention.”, while in the:R & D
division the frequency order was reversed. : This reflects the relative weight of
their professional interests. In other words, “the novelty search; at the time of



.+ .application” was more 1mp0rtant to.the patent division, as. “the search for
IR 1nfr1ngement preventlon ‘Was more:. 1mportant to the R & D d1v151011

i2 2 medla for obtammg patent mformatlon (Ref F1g 2 2) RS

.- Media for obtaining patent information: are the paper—based documents e.g.

*. Patent gazette, the electronic medium e.g. CD-ROM, external databases usmg
“’communication lines; and internal databases within a company. . [
Out of all these, the external database ranked No..1 in:- the usage rate (the- :
proportion of replies which stated they-used) and in.the frequency of use rate :
for the purposes of both “the novelty search at the time of application” and
“the search for infringement prevention.” That is: the external database was
seen to be most 1mportant for either case. |

SRER The proportlon of the compames Wthh stated they used the paper—based
documents was second highest following the extemal.database_,,__for either ©
purpose. However, the frequency of use rate for the paper-based documents

- was lower. - Although many. companies take information in paper-based
.«-documents for historical reasons, there seems to.be some barrier against using

it in practice for patent information search. : Nonetheless, the paper-based "
-documents show:the second hxghest frequency of use rate followmg extemal
i databases, in “the search for news ﬂashes ' - S , .

S Theintemal -database With’in a:company :is least used along with the electronic

medium. - However, the frequency of use rate of the internal database is higher.

gt - This:-is especially noticeable in “the novelty search, at the: tnne of appllcatlon

' and “the search for mfrmgement preventlon

2.3 Issues/ProblemS (Ref Fig. 2 3a, 2—3b, 2-3c)

In all the purposes for patent information described before, a high proportion
of companies are satisfied at present. However, 90 % are satisfied in the
-confirmation.of patent worthiness, while only 70 % are satisfied in the
confirmation of infringement of other companies’ patents.: This.seems to "
indicate that there are many problems yet to be solved in electronic search .
functions, when a high accuracy is requ1red to check for mfrmgement of other
compames patent nghts : - : R

o While there' is a -relatlvely high degree of satisfaction, numerous causes of
--dissatisfactions and:demands are forwarded. Problems concerning patent

information search for the purposes of patent worthiness: and of checking for

infringement of other companies’ patent rights are.

fundamental issues of cost (expensive) and accuracy

».-problems include insufficient value-added functions-e.g. search for foreign

counterparts, linking abstracts and specifications in full text. -

" +A proposal to transfer the earlier data in print form prior to the introduction of
-/ an electronic application into electronic form has also been made. Some pay

- -services offer this information. Although companies make use of some

+:+ eléctronic information, the users themselves have yet:to grasp all the -
information offered now, and there will be more in the future.

A A R A AR,



' 3. The éurrent sitiration re/End- User:Searchin

;i In the previous chapter, the overall: picture of the use of patent inform@tion in -
the ipatent division and:the:R: & D:division-was given:«Inithis chapter, the:current

situation re the use of patent mformatlon at’ the researche level" that is:End- User S o

' "‘Searchmg,:"' B

R 1 Who executes patent mformatlon search‘? (Ref ‘Fig.31)
“Those involved in'patent information search are: divided into two groups,

< namely-the-searching-specialist-group;-and-the-general-group-~The:searchin, 'g--m'm#

related companies. Companies in which only:one-department/division-e.g.
general staff is involved in searching are a small portion. In the majortty of
~ cases, more than one department/dmsmn are involved: in the search. - E

3.2 From 'whom does the End User-obtain patent information? (Ref: Fig: 3-2)"
«» » Researchers conduct the searches themselves in any:company, while the-i: -
majority of researchers also co-operate with those specialised in'searching.
However, the ratio of external search specialists at the researcher level is low,
“ when internal and:external search spemaltsts are compared agamst aIl company
i vstaff 1nclud1ng researchers B oo L

T ‘:3 3 Medla Wthh researchers use for: patent mformatlon search (Ref Flg 3-3,

Most researchers use: databases Data in paper—based documents is stlll much -

+.- used: Few companies use internal databases only. Such cases are lower than
those which use external databases only. This may reflect the reliability of the
respectlve medla

3.4 Extemal databases whlch researchers use.
»-'Main databases ‘appearing in the replies were: PATOLIS DIALOG IBM patent
©+ gearch system. PATOLIS and DIALOG are expected as they have a long
. history; while reasons for quoting IBM may-be- due to'some: frustratlon about
the external database and the cost b

""=’535P1'oblems SRR : S R R
.2 Researchers conduct the sea;rches of patent mformatlon themselves in any
' “:company; while the majority of researchers also.co-operate with those
= gpecialised in scarching. However, the ratio of external search specialists at the
researcher level is [ow, when internal and external search specialists-are -
i:compared against all company staff including researchers. This is because on
~the researcher level, there may be some concerns-about hiring external
-~ gpecialist in terms of company confidentiality. Many companies actively
- “implement outsourcing of general patent-work. The question of how to utlhze
external search specialists may attract attention in future. L
The majority of researchers use patent databases as the medium for patent
information searching: - Data in the paper-based documients are still in fair use.
- The data in the paper-based documents are expected to be transferred into the

-+ gpecialist-group can:be ‘either-internal:staff-or-external:staff whobelong to s



. electronic form in the future, reducing paper-based documents:data. The i =
methods of searching by researchers is closely watched.
. ... Re the use of databases, few companies use the internal database only.'Such
.- .cases are fewer-than.those which use external databasés: ouly This. may reﬂect
- the reliability of the respective media. - e e BRI IS
The main dissatisfactions, and demands re external databases whlch :
researchers use are related to three points, namely cost, operability, speed The
communication environment is:changing dramatically with the spread of the
<Internet. ' The problems:associated with the above three points are being '
- .addressed. However, the number of researchers who conduct searching by
-~ themselves has increased, and thus the: overall dlssatlsfactzon and demand
. seerns to be on. the increase. ' BNy SR -

4, The use -of.official gazettes:on CD-ROMS ; o

The' official gazette on-CD-ROM is expected to be an effective communication
medium: for:patent information: Thc current situation re the use of the off1c1a1 gazette
on CD ROM 18 con31dered below - R E A e RAL I

SRTRE X 1 Offlclal gazette on CD ROM purchase 31tuat10n (Ref Flg 4—1 4 2)
Most companies have purchased official gazettes on.CD-ROMs;,(17 out of 19
companies.) indicating a sufficient spread of official gazettes on CD-ROMs,
. -14 companies purchased ready made official gazettes on CD-ROMs compiled
by the Japanese Patent Office (numerical order), while 3 companies purchased
- ‘customized products. . In-contrast to the purchase: situation re:domestic
.t gazettes, only four compames purchased 0ff1c1al gazettes on CD—ROMS on
‘i :p OVErSeas patents. A R . -

4.2 Present and Future: The usage pattern of official gazettes on CD-ROMs
At present, 11 companies {majority).operate a network after storing -
 *.information on the.:CD-ROM in the server machine. : This pattern ranks the
.~highest of all the usage patterns.. 9 companies use CD-ROM on a stand-alone
~:1:0: basis (using an individual CD-ROM with a personal computer, or an Auto
‘Changer). 5 companies use both a network and.a stand-alone basis. .
A stand-alone operation is inferior to a network operation in terms of the
limitation in the number of departments which can use the information in the
. :CD-ROM, and the operability. Nonetheless, 12 companies use it-on a‘stand-
alone basis, 5 out.of 12 also use it on a network basis.. This suggests-that there
- are still a number of issues, Wthh make it necessary {0 use a stand-alone
__operation. -

-~ As for the future of the usage pattern of CD—ROM _ 'mpam'e's
which will use CD-ROM on a network basis will not change from the: current
+‘situation. - However, the number of companies using a stand-alone operation
- will decrease to 4 (the number of: compames usmg both network-and stand-
alone operatlon to 1) e SRR - :

SR ,’4 3 The usage of offlclal gazettes on CD-ROMS (Ref Fxg 4 5)
. - Theusage of official gazettes on CD-ROMs can be.divided into two ‘one
which takes advantage of being an electronic information medium, and the

IR



- other wh1ch is not-necessarily related to that feature.,: The usage. which:
- tosthe: formier-ds-for searching;

belongs : B
-building-a database;.an for-supporting:the
\s present s91'compames ulse-,1t, for, scarchmg 7

preparatlon of: Spec1f1cat10n 5,

;"have purchased off1c:1a1 gazettcs on. CD ROMs
12 companies-use it-for reading, -and 9,companies:use; 1t for copying;-
‘usages Tate higher than those: for:searching and.for buildinga database, but.;;

these.usages. do_noLtake.advantage -of th&e:lectrom&mfonnaﬂon meﬂmm

—Nonetheless, the facts that it saves:space; that the copying service-can:be- -

operated by computer program, that the copying service can be operated via e-
mail, etc. are after all the results of it being an electromc mformat1on medium,
:jmakmg such effcctlve usage posmble ST S | ST ST

4 4 The perusal method for OffICIHI gazettes on CD ROMs (Ref F1g 4 6 4 7)
As many as.15 companies print-the information for readers. Half of these . .,
companies also store the printed information. 10 .companies on the:other- hand
allow browsing on the screen of a personal computer. .. ... . ..

The result shows that many have not managed to change | the readmg mcthod of
using the gazette in print form yet, while some use official gazettes on CD-
ROMs without resortmg to prmt form, dcpendmg on the usage and the -
‘environment. 2 i SRS et

'4.5 Comparison between-the, official gazette. on. CD-ROM and the .. .
conventional gazette (Ref.: Fig 4-8)

The reasons for the convenience of the official gazette on CD-ROM are:
attributed to the merits of it being an electronic medium. That is: 15 -
companies. commented on the convenience of:saving storage space. 13
companies:cominented on the search capability..- 9 companies- commentqd_ _o_n
the data processing capability. If the CD-ROM is.to be. used ong by.one in the
personal computer, a large number of searches, extracting many gazettes etc.
are not easy as it involves inserting/removing a CD-ROM. : ... ..~

11 companies out of 19 wish to-use information in the. offlclal gazettc on. CD-
ROM, by downloadmg it to.a server to overcome such inconvenience-in. the:
future . . " A }

Not many cdmpanie_s_.(_S companies.out of 19) say that the official gazette on
CD-ROM is more inconvenient than the conventional gazette: The drawbacks
of the CD-ROM commented on are; it is costly to set up the:necessary - ...
equipment, it takes time to access. The merit of the conventional gazette
commented on is: It can beread at:a glance. In fact,-as mentioned before, the
official gazette on.CD-ROM is read after the information is printed-on:the ;-
paper, 1nd1catmg that the mformatlon is ultlmatcly used.in prmt fonn

4. 6 Problcms

Official gazettes on CD- ROMS are used by almost all compames The result
of the survey on the usage of official gazettes on CD-ROMs reveals some:.
problems. It is not necessarily perfect.
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* 4.6.1 Information prior to the introduction of the electronic form
Firstly, the information prior to the introduction of the electronic form is not:
available in official gazettes on CD-ROMs. ‘When official gazettes on CD-,

“ROMS are used for searching; or they are used for building a database, the -
information prior to the introduction of the electronic form cannot be included,

“'making the work incomplete. ‘Missing information is fatal for a:search and a
database. This aspect reduces-the merit of the electronic information medium
for searching and for building a database. In fact, 11 companies expressed -
their needs for official gazettes on CD-ROMs covering the period priorto the
introduction of thé electronic form, when they were:asked about the1r desue
for offlclal gazettes on CD ROMS in the’ survey o T

"462Usage pattern o ‘ Lo S
If official gazettes on CD-ROMs are used ona stand-alone ba31s they need to
~ be inserted/removed one by one, making the operation very inefficient. Some
_commented that because of that, it is niot suitable for search; or the extraction
of a large volume. 11 companies out of 19 stored the information of official”
“gazettes on CD-ROMS'in a server; operated via LAN or a network:: In this: -
case, it requires a process to- store the mformatlon in the off1c1a1 gazette on
‘?"*CD~ROM1naserver ' e R L

5. The use of the Intemet . e A Cenl
The Internet has developed dramatlcally in recent years, and the use of the Internet as
a communication medium for patent information is expected to expand The current
situation re the use of the Internet is con31dered/descr1bed below ERIMNE

5.1 The current situation re the use of the Inte'rnet '(Ref-.: -Fig.' 4-9)

7 companies out of 19 use the Internet to obtain patent gazettes. It

The number of companies who use the Internet is still smaller than that using

‘official ‘gazettes on CD-ROMs. They obtamed the gazettes via G-NET NRI
:IBM and the J apanese Patent Ofﬁce o Sk

52 Comparxson between the Internet and. the offlc1al gazette on CD ROM in

terrns of convenience and merits (Ref.: Fig:'4-10) - - e

6 companies out of 7 who used the Interniet replied that the Internet is more "

convenient, rating highly the convenience of the Internet. The merits of the .

Internet are: It can be accessed by individual terminals. Equipment and a

manager are not required, which is different from the case of the CD-ROM.’

“The drawbacks of the Internet are: It is slow. Depending on the tune band

....Access can be dtfflcult due to heavy mtemal trafflc :

53 Informauon offered by the J apariese Patent Offlce S :
Only 60 % of the subjects knew about the patent information service offered
by the Japanese Patent Office on the Internet. ' In-addition, the gap between -
those who knew the details of service, and those who merely knew of the
ex1stence of such a service was not 1n51gn1f1cant ' S

' 5.4 Problems




. It»was commented on. that the-ments fthe!Intemet are"It can.be accessed by s e

A

“ ptoblems about the Internet

54.1 Processmg time .

the case of the Internet is very slow as the comnlumcatlon envuonment isnot
well set up. 5 companies out of 7 who used the Internet commented that itwas -

slew-—A-long-proeessing time-means-a-high-running: eostmItaS“therefore“no:
+ suitable-for. those/departments who! search/download a large Volume of
gazettes. .- - o SICT g ;
oo 542 Access tlme band IECI TR :
¢ . If communication traffic- happens to be heavy, home pa ges cannot be accessed
via the Internet. Day.time tends to be busy, so they may. not be. accessed when
required. The Internet is therefore not suitable for urgent work, and for
those/departments who search/download as their daily work... - - . ..
5.4.3 Information offered by the Japanese Patent Office o
It was anticipated that about 100 % of the subjects would know about the
- information service offered by the Japanese Patent Office. However, it was
-+ not the case. -Some features which attract users, e.g. the cxtension of the laid--
open period, are hoped for. - S :

o B The use ofanlnternal database v R
+ It takes much cost and time to bulld an 1ntema1 database for patent
1nformat10n In order to find an effective utilization of an internal database, the
current status was studied.
6.1 Construction of an internal database (Ref.: Fig: 4-12, 4-13) . ;
18 companies out of 19 (abmost all the subjects) have built their 1nterna1 patent
databases. The rate'was higher than anticipated. --
-+ Re-the contents: of the data, the majority of the data (of 17 compames)
contained their own application data, while one company’s data contained only -
- other companies’ application data. 5 companies out of 17 held only their own
‘company’s application data. This indicates that the position and. wetght ofan
internal database Vary a great deal between companles :

2 6.2 Informatlon sources of other compames data (Ref Flg 4 14) S
13 companies included the.data. of other.companies.. -9 companies obtamed the
.. information from official gazettes.on CD-ROMs. - 6 companies obtamedat ;
... from commercial databases. It was interesting to note that the majority of.. ..,
. cases obtained mformatton from only one source, and official gazettes on; CD-
ROMs rated hi gh : : : :

. 'i”-:;i;Many compames Wthh used official gazettes on CD-ROMS as the mformatlon
source held patent information prior to the introduction of official gazettes on
CD-ROMs in either prlnt form or rnlcroﬁlm form. .

. 6.3 Data composition of an-intemal database (Ref.: F_ig..l_‘4-1“5);_ l
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~*18 companies which built an internal database compiled filing details
“ (bibliographical items) and summaries. It is also interesting to note that a

‘proportion of the companies also-included drawmgs and 3pe01flcatlons which - '

enlarge the data.

6.4 The contents of 2 company’s own data (Ref.: Fig. 4-16) -
" They are mostly data (mtemal class1ftcat10n key words, etc ) for data
o ciassuftcatlon ‘ SR : e e

“6.5 Access limits to an internal database (Ref.: Fig. 4-17)
18 companies which built their internal database provided access limits in one
form or another. Some companies set a strict control of information -
management, by limiting access even for the staff in the patent division on pre-
“application data. ‘Some companies limit access for general staff outside of the
' pat'ent diviSion even on the laid-open data. This seems excessive.

- 6.6 Problems ‘ T e SR
- When an internal patent database, especially a database owned by other
“* companies i to be built; the cost/performance for the purchase of data
"~ becomes an issue. Even with the official gazette on CD-ROM as the source of
' "~data information, there are problems such as i) the copynght fee is expenswe
if) no trial process data. iii) no past information.
These are the reasons for not building an internal database owned by other
companics. Some companies use commercial databases instead. Nonetheless,
there are still problems such as i):A commercxal database is expenswe 11) no
“drawings. - : : ‘ e et

In addition, even when an int'emai'patent database was built, there was still the
issue of access. At present, many companies impose restrictions’on the
database of Kokai patent gazette, which is'designed to be fully utilized.
Conftdenttahty and expansmn of the use of a database have two conﬂlctmg

; Z:aspects : . i . ; :

V-Conelusion T S .

1. Ideal utilization of patent information in a company S

While patenting is advocated, infringement prevention has become increasingly
important. Along with this trend, patentisearch plays an important role in companies.
‘Hence, the range of pateént-search'is expandmg, and the volume of searches is
increasing. Product1v1ty needs to improve in patent services. It is becoming difficult

b
[

to-seek efficiency. mamtenance/nnpmyement in search accuracy with information in

print form. The development and the spread of electronic information in the utilization

of patent information is strongly desired. In concluding, based on the current-
utilization of patent information, and related issues discussed in the previous chapter
+IV, the ideal utilization of patent information in companies is to be. discussed below.
1.1 The utilization of an internal database i ‘
Patent information would be best utilized by storing it in electronic form in a

server, etc., and then by means of a network. Information-in electronic form
- makes this form of use possible. With this system, patent information can be
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wdatabases:via the: Internct? This:inethod;via the Intemet can bc adcquatc-for a -
particular usage, department; and the frequency of use: Itis, highly:-

recommernided-provided-that-i}-A- }arg&vo}umeoﬂsearchmg/down}oadmg £
* unnecessaty. iy Patent'work e:g, séarching; is:not part of daily-work.
However, the Internet has some problems at present such as )1t is sIw
process.’ii) In certain time bands;:it'is.not-aceessible. .0 . e
Patent information should be available through two avenues dependmg on
contents of service and usage, namely the Internet and other media.
"The Internet may become the sole source of patent. mformatlon in future when
‘the above problems are resolved SRR :

1.3 Form of patent mformatlon ava11ab1e i :
Official gazettes on CD-ROMs are widely used at present to obtam patent
information. The advantages in the use of official gazettes on CD-ROMs are:

1) It allows searching.'ii ) It can be:processed by a personal computer. iii ): -
space-saver. ‘These features are not necessarily because of CD-ROM.form, but - ..+

-~because the information-is electronic: This means- that it is not necessary to:
issue official gazettes on CD-ROMs. Rather, companies: will benefit more .. .-~

-+from receiving patent information in electronic form via the communication .. ...

+ ‘network: ‘It is therefore desirable that the Japanese Patent Office gazettes are.. - - .
-optionally available as electronic information through the communication .
network service. This will increase: the convenience of eiectromc patent T
Information. - N e gl i o it

It is equally des1rab1e to mamtam patent mformatlon in prmt form as: we]l as- m;{ G
electronic form. For instance, specialized manufacturers; will- finditmore . . .
convenient to use patent information in print form as the field of applications - ... -
is limited. Smali to medium companies will also prefer a print form to an
electronic form as it does not require investment in equipment. The fact that-

. ‘even the patent information in official gazette on CD-ROM is still printed on--- - =
paper when the contents of information is to. be considered shows.that print. - .
form still has the advantage of convenience. Patent information.in prmt form SR
should continue to be available as an option. - SO et

1.4 Other

Based on the (questionnaire) survey conducted this time, overall expectations

of patent information can be summed up as low cost and multi-functional
(searching method, response, etc.) Many companies have high hopes for the
spread and development of the services on the Internet, and on the government
involvement. Moreover, the up-grading of functions in International searching
(domestic, foreign, or tripolar) and the integration of searching tools are '
awaited.




2. Patént information in the World-wide Common Patent System' :

There is a strong demand for obtaining the same rights at the same time- World—
wide. The establishment of a World-wide Common Patent System has been urged
recently. Important factors to consider are: Unified examination standards, Literature
searches for prior-art which are criteria-for novelty and inventive steps, the Integration
of information sources for the J apanese Patent Offlce search reports, Searches prior to
application by applicants. o SR
' If the disclosure of prior-art is mandatory as in- the US itis pre-requlslte elther
to open up the ex1st1ng database or to build a free database for searches to be
conducted prior to application'by applicants: - Especially, at least the gazette data-of:
the tripolar (Japan/US/Europe) patent office will be required for the world-wide
common patent:-system: English will'be the common language for the database, and
Japanese translatmn of US/European patents w111 be requued for: the database in -

J apan = R Lo - T

In response to these requ1rements itis pleasmg to see. that o
Japanese/US/European Patent Offices are gradually releasing patent information free
~of charge. In addition, the Japanese Patent Office has started to offer free English
abstracts. Unfortunately, US/European patent information are avallable only in
' Enghsh Translatlon issues remam to: be resolved B vy

The'demand- for translation‘ s_oftware is increasing.along-with-the spread of the

- Internet. Translation services recently became available -on the Internet.. In addition,
English/Japanese translation software which allows automatic translation of US patent
-claims, which has been near impossible so far; was launiched. A fairly accurate -+
maching translation may be possible in the near future. With the spread of translation
software, world-wide patent information will be available as Japanese information at a
low cost. This will facilitate the disclosure of prior art by applicants, and means that
many more US/European patents will be referréd to-in examinations by the Japanese
Patent Office before long. With the advance in Japanese/English translation software
for patents, Japanese patents in full text as well as abstracts may be offered in English.
This will certamly contrlbute to the further advancement of a world-w1de common -

Reference : The Third Sub-Committee, Patent Information Committee “Management
of Corporate Patent Information and Patent Databases, Intellectual Prop erty
Management, Vol. 48, No.5,1998 : o .

Attached information: Appendix 1 “Results of the Survey

-
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Fig.3-1

Who executes patent information search? - . « . .

: Fig. 3-2

From whom does the End User obtdin patent information?
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TRILATERAL  PATENT SYSTEM FOR

PROBLEMS WITH THE CURRENT PATENT SYSTEM

The existing patent systems in the U:S, Japan and Europe have
many problems of which we are all too keenly.aware.. First and foremost, the
patent system is just too expensrve And expensrve as |t rs to obtam a patent .
domestrcally, the expense of obtalnlng counterpart patents in other countries
further compounds the shock. While obtarnrng a patent in one’s own domestic
country is;something-which must be-endured, the:-economrc value of obtaining
- counterpart patents ln other countrles lS causmg many companles to rethink their
forelgn frhng strategy Many companres are decrdlng that it is too costly to obtain
foreign counterpart patents and are takrng a gamble With that decision.

After filing for a patent in one’s.own domestic country, obtaining a
search, and going through prosecution with a Patent Examiner, why should one
- have to repeat that same procedure over and over again in order to obtain
foreign patents? From an economic viewpoint, this procedure is wasted -
manpower and assets and there is no justification for it. This duplicative
procedure in country after country is repetitive, wasteful and, for the vast majority
of patents, is unnecessary.

Another problem with the current patent systems is the length of
time required to obtain a patent, especially for patents filed in other countries |

after the domestic patent filing. In Japan and Europe, it may take many years

~ before examination is even requested.

A third problem with the patent system is the uncertainty =
concerning validity for a patent when it is issued. One cannot really know if a
patent is valid until a court of last resort has had its say. How can one advise
- management about a patent, either its own or a patent of another, with all the

uncertainty attached to patents?




Qverview:

‘‘‘‘‘ =-This proposakwill:be:dis¢ussed: w1th reference:to.only the: thre;

- _ “tnlateral countries”, the U.S, Japan and:Europe,:and their patent-offices;at the-.

- USPETQ;-thex)PO-and the:EPO:::These:three:patent offices:account for about

85%of all thep’atents issued:in‘the:world.. It adopted;. thls procedur ecouldthen..

be expanded to other countries at a later date in order to obtain a truly global

world” patent
' “To' bégin, an applicant in one of ths trilateral ¢ountriés'would file a -
~patent appilcatt'ow in‘'hi§ own domestic patent-otfnc“e*as is presently dorie.
However, there would be no forelgn filing in other countries if: counterpart patents
are désired. i gt o e \ .
7 "Once ‘a'Notice of Allowanceis received in that domestic country, _
then the patent application (translated if necessary) wolld bs sent to the other e
two trilateral patent offices and patents wouild:be: obtained automatically. There

would be no examination or prosecution in‘these other two patent offices.-

s A Opposition period would then be started in-all three countries
after thefﬁatemﬁra'nt.:<(th'e:U-;:-s.rswé’uld. have to :change-its laws:to provide for this
procedure).:I:would submit thatin'the overwhelming-majority. of.cases, no
Oppuosition:wolld be filed.: The:-va-st-majonty of patents:issued-do.not affect
anyone else. Thus;the:onlytime an Opposition will:be filed'is where:the
Exaiminer did'not turn:up the best references and the pate‘nt,:ad:tferse!y% affects
someone else’s present or proposed products. It is submitted that:there will be a
small number of cases where both those factors are present.

If an Opposition is to be filed, it could be filed in any:one of the:.. f

three trilateral countries. .If;-as the result of an Opposition, a.patent.is changed
or revoked, then the patents in.the other-two.countries-must be.changed or
revoked as well There must be complete.harmony in.all.three patents. If

to be some sort of consolidation of actions in the co_untry where en{.gp‘posmon
was filed first.



The final result is that patents would be obtained in the three. - ::. i

~ trilateral‘Gountries with-only one search-and one prosecution;: The instances

where -‘Opposition's‘ will be filed is expected to be few. . ©

- This “fast track” trilateral patent:system would exist side- by-3|de

with’ the current system ‘One would not be forced to use rt

'_Bgnefits of The New Svstem |

.. The resulting savings should be quite substantial. The overall cost of
-obtaining patent coverage in the three trilateral countries should.
- slgnlficantly decrease.. .

There would be no forergn prosecutron fees for most patents since:

-~ Oppositions should be relatively rare. Fewer l?atent Examiners would

-1+ be:needed in view of the decreased worktoad,- and:that savings should: '

_be passed on by lowering the - fees..

- The time for obtaining a patent:should. decrease Patent Exammers

. would have-moreatlme.rt_o-exa_mlne-applrcat_lonsf_smce:they would have

-+ a smaller workload-made up-of only domestic.patent-applications. - -

- Once a patent has been obtained, with or without:an Opposition, there
~“would bemore: certainty -in-its-coverage since it will have: passed
-scrutiny.in the three largest paterit offices in'the world.

f an: Opposrtlon is filed, only one proceedlng in-one: country will be

o necessary.:

‘What Has To:Be Changed?-

~The U.S: will have to adopt an Opposrtlon Procedure

‘Inventions which can be patented in‘the tnlaterai countrles must al! be

the’ same {they are very close now):

‘--‘-The Opposmon procedures in the tnlateral countrles must be ‘the




- Sovereignty Issue-:

| any effect which would result in altering of:revoking a-doméstic patent. -
X '?':sa;e:.aHOWever=;:§sUbjectin'g‘f’a domestic:patént:to:consequences:bya fereign i

< @ne might-argue thatthe decision of a:foreign-tribunakshiould nothave s

T T tribunarinan-oppositionproceeding: (i which:ihie pateniee; z:aft_e_r all, 1s

.
E
‘:,
{
i
{
|

. Who Would Be Expected To Be Opposed To Thls Svstem

a party and will have his “day in court”) could be co_nt.ract,ed;;;away in

i irvthe application papers:for a “fast track” foreign-patent. o

Who!Would:Be Expected To Be In-Favor Of This System -

»=.Companies which:file in other countries’s o 0w

o - Small BUSIRBSSES " 5 1 s 1 i

et URiversities o ¢ i e s

e Law firms
o “Pafent Offices =+ 0w D S s T
(The loss of patent examiner jobs' at the USPTO ‘the JPO' and the’EPO could be
softened somewhat without layoffs uszng normal-atirition. ) o

Advanta es Of This System Over Other Global Patent Proposals: ="/

’”'Only one search by one Patent Office i§ needed. There'is no need for _'

“threé examiners from the three tnlateral patent offlces 'to cooperate on
""“""maklng three sedrches. AT TR R L
e Patents would be |ssued sooner since there would be no need to walt
" or p patent applrcatlons fo be flled in all countries in ordef to have =
examiners start on a cooperative search. Some proposals now under
consideration require waiting 18 months for publication before starting
the examination process.
o The best references should surface either during prosecution or an
Opposition. Companies who may know the art better than an

examiner may turn up better references when they are confronted with



N _search with references they are aware, of by means, of an Opposmon proceeding.

a blocking patent of another. Shifting the burden to them should be-::::
> “helpful to the:'patente'e;-in- ultimately obtaining an. enforceable patent to |
+which:he is entitled.- '

‘s sThe'expertise of vach trilateral patent: office: would:be continued in
*‘examining domestic:patents and finding: references in their own native

o language. < 2 : ' ‘ .

e Unlike some proposals now urider consideration, no -one:patent office
would be given superiority-cver another, which is as it should be in my
opinion. | don’t:believe the .exam.ine'rs.;-i.n;any.:nne‘9iven;patent_-:;gf_tige\"::'i:i
will ever be as proficient in-=searchingrthe':pric‘r.--artr-in,othe,r.spatent
offices as the examiners in those other patent offices are. -

e There is no need for an examiner to rely on a “full faith .and:credit”

search done by an examiner in another patent office (which is a major
stumbling block in-other proposals).. Patents:in the other trilateral -
countries will be granted automatically wrthout searching. . Whether or
" not the best art was tumed up by an Examiner is irrelevant.: An.

- - Opposition, if one is necessary, will-ferret out:the best.prior.art by ...~
those most knowledgeable in thatfield. ..~ - . ... .. .. .

_Conclusron : et e T ETTR S

g Thls proposal wril enable the Examlners in each of the Tnlateral Patent
Offrces to continue to do what they do best. In the relatlvely rare mstance where
a reference has been missed _a_n_q the patent affects, someone.else ,other

inventors and companies with an interest can supplement” the Examlner s

—68— ' _ “
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-1 “PATENT TERM RESTORATION FOR
. PHARMACEUTICAL PRODUCTS IN EUROPE

The pharmaceutical industry, nernabs nﬁcretnan any other
industry, relies for it's very existence upon the legal monopoly provided by the -

- patent system. In no other industry does it taker__so,long-and cost somuchto
develop a new product and yet, within manths of patent explry, the sales of the
product can be almost entirely lost to genenc compeﬂtmn

Pharmaceutical research is a h|gh1y rlsky bus:ness Aimost all
pharmaceutical research and development is funded: by:;mdustry:.thh no:
guarantee of any. return on :nvestment It has been estlmated that out of 5,000
new compounds dlscovered and mvestlgated on average only one reaches the

_ marketplace. The cost of deve!oplng onie new successful medicine can today be

- as muchas US:$500 million.: ' ‘

| Moreover severa[ stud|es undertaken durmg the 1970’s and 1980’s

showed that with the mcreasmg strmgency of clln:cal studles which are

necessary to prove that a new pharmaceutical product is safe and effective, it

'_ was taking longer and longer to get approval to market a new product, and the

| period of patent term left to recoup the huge investment was becoming shorter

and shorter. Thus while in the 1960’s the period of patent protection may have

been on average some 15 years, by the late 1980’s the time taken to get

approva| could typically take 12 years Ieavmg just 8 years of effective patent life

“remaining. Thrs then was the background that led the pharmaceutlcai industry to
press for patent term restoration.
. The case for reetor_ation was first recognised in the United States
with the introduction of the Waxman-Hatch legislation in 1984. That statute

gives up to 5 years additional patent protection. Japan followed with legisiation




= 56'3'4'988;?which4 é‘gai'ﬁ provides:forcaniextension.of up:to 5.years;dependingon:.;c

- theextent'of regulatory. delay:

Against this baCkgroundjth'e-zEuropean?.ZC.omrhission-;’(EG;) wass sl

pe'rsd’eideéd:‘.thétfifiph'arm‘a_cé'uticélzite;seaféﬁ?IWé“rféé.td:'su'r\fivefﬁin?zEuroﬁe,' the

et need
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—Portugal; but Germany-and:the United Kingdom:also-had reservations. i

pharmaceutical industry:in:Europe should:alse be:supported and.encouraged:icy . o oieen

and similar provisions ufOrs:‘icp‘ateh t'term restoration:were. required.in:Europe;:and::
these needed to be harmonised-at the community:level. This rationale.was.:
cleé"rl‘y expressed in'the preamble to'the Supplementary:Protection Certificate: =
(SPCy Regulation:~ =« o o m a e e | o
-+ outitThere followed a period of negotiation-as theé Commission sought.- -
to get'agreement from:the various ‘states:that make up:the European Union...The
initial proposal was for a 16 year effective patent term with'a maximum; ,extension-

of 10 yedrs. 'This met with opposition; principally from Spain; Greece; and .

~oor Eventually; France and ltaly, tired of the delay; went ahead with the
introduction:of their‘own national provisions.. This: put further. pressure on the -
EC, who did not want to'see a fragmented approach; and:eventually in 1992 the:

Commission:came up with an-agreed common position:and the regulation was:

" duly published on 2nd July 1992 and came into effect six months later on.2nd
- January 1993. < : ‘ :

“in o Althoughythe French:and ltalian national laws have now:been .« ©
superseded, it is interesting to-look at their provisions because they-did p‘rovide*
a model for the later EU regulation. . In France, . the legistation provided for 11:75:*;1;':-:.
years ‘of effective patent life from the date of marketih'g. authorisation; with-a - ::

maximum extension of 7 years.” A quirk of this law was that it was possible to get

- more than one:patent extension based on later approvals:forithe same product:

using different patents. In ltaly, an even more generous law:was:passed, which:

provided that the extension lasts fora period equal to".the:'peric')d ‘€lapsed

between the filing date of the patent and'the date of first marketing in:ltaly, : .5

subject to & maximum extension of 18 years. . Both 'of these national:laws were



superseded by the subséquent EU regulation, but-of course there are-a.number .
of patents that have been extended under the national |egislation of France-and :
Italy which will last well into the next: century ' __

~Turning back to the- EU SPC. regu!ation for: pharmaceutlcal and
veterinary products; the solution-adopted was to create a completely new tltle_.--of-
intellectual property.. The SPC takes effect when the basic patent expires and. -
protects.only the pharmaceutical or veterinary product for which a-marketing- ... . '
authorisation has been-granted in accordance with:the relevant EC directives.. . - |

The certificate must be applied for on a country by country.basis,
within six months fromthe date when marketing authorisation is obtained in any
particular country, but in-each-case theterm of the SPC dates fromthe first - . -
approval in-any Community country. . (Following the- 'adoptioh of the.European: -
Economic.Area (EEA).agreement in:July 1 994‘,-;-the.;ﬁrst authorisation inthe -
Community-now includes authorisation in Norway, Iceland and Liechtenstein as -
- well ‘as the present EU-member states).. There are a number of conditions - the
product -must:be: protected by abasic. patent::that-is in force; there mustbe.a..- -
valid marketing authorisation; the SPC must be based on the first authorisation -
- for:the product:in that country, and only:one SPC is:allowed for.any particular:
| product. - P s i :

The duration of the SPC is calculated as being equal to the period .
that has elapsed between the date on which the application for.a basic patent
was lodged-and the date of the first-authorisation to place the product on:the
market in the: EU/EEA; r.educed by a.period of 5 years; and subject to a

maximum.fof-:s.,:years; ~The:SPC-was designed to provide 15 ,syéars of exclusivity

‘butiit'should be rememibered that this'is the:maximum-period-of protection-and:in
most cases will be-shorter, particularly if it takes more than 10 years:to-get .-~
- approval for the-product.-: -~ - . :

| - :Thetransitional provisions that were adopted: by the different states
when the regulation came into: effect varied considerably. -Thus, although the:

- majority-of states (France; {reland; Luxembourg, Netherlands, Sweden and.the -




- 1982 while Denmark and Germany.enly.allowed SPC's «b.as;e,d;.on:-gapprgvalﬁg

. obtained-after-January.1988.:

: Unite_d;Ki.mgdom)ir-z-ra_;[oweds:app!-icati,oaggabased.-'-ﬂ,m ;ap'ﬁﬁbvqiﬁs.gbiaiméﬂ after 1st

~ January:1985; Belgium-and-ltaly-were;more:generous-al I,.awimgié_pp\rzwo\/..als:;afr.gm%ﬂ'«--'"* I

«.-For states whose [aw did not:provide for-the-patentability of :

-~ place.

pharmaCe_uticaIs: in: 1992; the.regulation did not; c,'om_e;_intpteff_ec_t_;iqr‘;,.a;furthep._:fi_\(;e:;
years from that date. Thus SPC.applications have only-been. possible in:Greece,

Portugal and Spain from:2nd.d,anuai'y 1998. -iceland also m,adefa:;simiI‘ar;;;;-.;,;:g_-: i

reservation: - <0

-« From.1stJuly 1994 those EF TA states party to the European ...+ -

Economic Area agreement (Austria, Sweden and Finland) alsc adopted t_he_;-,S__i?C

regulation; as did Norway; followed in-1995 by -Switzerland; . Thus there are now

some-18 European states which currently have patent extension legislation in- -

woo e The-main problems with:the SPC legislation:have. centred around -

the d_efinition of "the product”; determining what is the first-approval for the: ... ..

“product’; and whether the basic patent covers the product for-which-the SPC is:

sought. There is a particular problem with some countries in relation to salts.and
esters. Most countries grant SPC’s that cover all pharmaceutically acceptable |
salts; Germany is insisting that the SPC be granted restricted to the specific salt
form apprbved. |

Recent decisions have clarified that a SPC cannot be obtained for
a reformulation of an old compound because it cannot be regarded as a new
product; however, a new formulation might be the subject of an SPC if it is
covered by a separate patent. An earlier approval for a veterinary product
prec?udes an SPC application for a later human mediéinal product. A recent
decision in Sweden has clarified that SPC's filed under Sweden’s original SPC

legislation introduced in January 1994 and based on approval in Sweden are

~ valid; applications filed subsequent to January 1995, however must be based on

the first EU/EEA approval.



“% InFebruary 1997:a further:Regulation (No. 1610/96) came into- -
effect, extending the scheme to cover plant protection products. This regulation .
- also contained-provisions to clarify--e‘a'rlier:regu,lation'.: S T
7 The pharmaceutical industry in Europe has broadly.welcomed:this -
legislation as a positive'measure: In the United Kingdom over:400 applications
have been filed (168 of these for products covered under the transitional- - . .-
_provision of the‘reguilation) and a number of these have -now come into effect, -
- However it must be remembered that for rost products'the full’5 years exténsion
is not obtained, the average being more like 2 to 3 years. Of the top 10 products
~ in the United' Klngdom only four-are eligible for SPC's with periods varymg from
-1t05years SR ‘ ;

_ + Moréover, in countries such ‘as Greece, Portugal and Spain, 'since -
product patents were only introduced in 1992, it will be 2012 before any SPC- .
protection will take effect on pharmaceutical product patents. Thus it will
continue to°be some years before the industry-seesthe full benefit from the SPC
legistation’in Europe; and it will-certainly be many years before the -
Commission’s objectwe -of havmg harmonised: patent expiry dates across Europe

‘is realised. -

A
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(7) SUMMARY In recent years, technological development is tremendous
As technologies advance, industries and in partlcular the
information, communications and multimedia industries

oo have increased. their: nieeds: for the standardization of
-relevant technologies.- 0n the other hand Standard~
. setting cannot be achieved without" screemng and dealmg
”Wlth a number of patents . apphcable to industrial
_standards. Obtamlng a hcense from an 1nd1v1dua1
- patentee tends to compel a licensee .unreasonable and
- excessive- royalty. payments " This would- result in
' disturbing srnooth propagation of ‘industrial stan‘dards
Excessive ro'yalties‘ would likely be shifted to endiusers’
~ prices. A patent pool is. offered for solving that kind of
problem. As a topic for the. Jomt panel discussion at the
General Congress, we would like to discuss a patent pool
. as a means of promoting industrial standard. _Discussion -
will alse cover practical aspects of licensing and legal
issues with respect to the Antimonopoly Act. This paper
is prepared as a basis for discussion at the panel.

(8) CONTENTS: 1. Outline of a patent pool.
2. Patent Pool and Industrial Standards
18, Patent Pool and Antimonopoly Act.
4. Formation and Operation of ‘a’ipate'nt-:pbol:- 1o
... b Other:Issues involving a:patent pool:: i i
6. Conclusion.



1. Qutline of a Paten EQQ!,
(1) Definition:
AT patent ‘pool ‘is defined as “a system “to grant to third partles a
package license under two or more patents ‘necessary for, certam techmcal

purposes in the case where these patents are owned by two or more persons
(“Intellectual Property Management Vol 48, No.3, p. 380) Normally, 1t
takes a form of arrangements. under whlch two or more patentees entrust a
licensing right to- a patent -adi_n_lm_s_tratmn_ company. and the patent
administration company grants a sublicense” to -a person desirous of
obtaining a ‘license therefrom.: "The Patent administration company
- distributes the revenue which is collected from each sublicensee. e

An example of such licensing arrangements is illustrated as follows:

" Patent Pool 7

Shar irg
. A\A” Company) . i .
i R MR Royalty )
e I L Pa‘tent
- ,B°Va_,l.t~¥:-.“' . Patent R P ' P i o ;."'Sharing

Lic - Patent | |
- |Licensee 1. ‘Administration|
Company .

Licensee "IV’

- Royalty’

- Royalty -,

nl Iw o

Licensee Licensee “IEI7 -

(2) Effect and Purpose: _
Purposes and effects of a patent pool are.as, foﬂows

. Spread and promotmn ofa. subject technology through 1ntegrat1on
of complementary technologies. -
e Elimination of complication of 1nd1v1dua1 11censes causing cost

—T6— ) : . i



: 1ncreases

-Costi savmgs due to refralnment of law- uits smong conflicting

patents: o poan @

Hxpansion: of relevant markets

o standards and de: facto standards

;Enhanced convenience:of consumers:due:to standardlzed products o
' sand resultant market stablllty sesr il Dosd wedie odd al

:due<to the'formation:ofide: _]ure"_ B o

fields -of ' communications ‘and  information’ processing; - among: others, ‘in

connection with the competition of standardization (industrial standards):
Likewise, this issue is emerging in fields of complicated proprietary rights.

(3) TIssues:: _

‘The: patent systemis-an 1ndustr1al pohcy -Itvaims to develop -an
mdustry. by encouraging “inventions through securing monopoly for an
inventor and protection against the free use of the invention. :Accordingly,
monopoly: under a" patent is exempted - from the: application ‘of ‘the

~Antimonopoly--Act which prohibits -acts of “monopolization: " However,
negotiations among two or more parties for patent licensing fall within the
scope.of the Antimonopoly Act.. In'this respect'?guideline's'*‘ are published
both--in.“Japan and ‘in ~the = United - States.. - Relations “between the
Antimonopoly: Act and. the ‘Patent Pool arrangement are dlscussed later:
The following actions are subject to: 11m1tat10n e TR SR

. Unreasonable restraint of trade (Cartel):
.- Hindrance .of market .competition through communication
. among comp.e.tit_ors; to. jointly determine: their business

Co oo cactivities.... o o
L. Monopoly/Ohgopoly ,
' Excluswe control of a market deﬁned as ‘a 50% market
“ghare in' the 100 b11110n yen ‘market ‘or 75%" in the case
where there are two major players. o
e Unfair trade practices (Three types): -
Unfair means of competition and abuse of predominant
position including refusal of trade; restriction to free
compet1t10n by restrrctmg resale prlces and t1e -in’ sale

NKUN PEERCE
LAW CENTER LIBRARY
CONCORD, N.H.




2. Pat 1 and Industrial Standards: .
: The ---ino_re technologies - advance, the more businesses require
standardized technologies. Such a need is keen in industries involving
_inforniation:— processing, telecommunications and: multimedia devices.
International standards setting organizations such as IS0, IEO and ITU!
and other standards- organizations continue to work on. standardization.
On the other hand, the use of industrial :standards- often requires
technologies covered by patent rights owned by a plurality of patentees. |
Dealing with these patent rights has been a big problem for enhanced use of
. industrial standards. . ;A patent pool is considered to.offer a solution to these
problems. - ' : : o ' '
Many international standards setting organizations have their own
rules on the handling of patent rights (Patent Policy). Generally, such
rules -have provisions that patentees have to be asked either of (1) a:royalty-
free - license, . (2) . royalty-bearing: 1icense -on  reasonable and :non-
| dlscrlmlnatlve conditions, or (3) no license avallable (in:this case a patented
technology will not-be-adopted as a standard). However, even if a patentee
expresses 1its.intent. to .offer. a royalty-bearing license on:reasonable and
non-discriminative .conditions, a licensee using a certain standard needs. to
enter info: separate, individual. license' agreements with::a plurality:.of
patentees, and the criteria of the “reasonable conditions” are not.necessarily
c,lear;' Each patentee has its own diseretion with regard to the detail of the
conditions. Even if a royalty for each license is low, it seeims likely . that the
sum of individual royalties would reveal a high figure. |

As a-solution to those ‘problems, ‘patent pool ‘arrangements offer
effective measures for a’streamlined procedure to obtain a license under
essential patents to be involved in an industrial- standard. They offer a
license on clear and nond1scr1m1nat1ve cond1t10ns thereby resulting in
1ncreased beneﬁt on the part of 11censees and more use of the industrial

. btandaru. T SRR PirriLiiL PR A T

1 ISO: International Organization for Standardization -
" TEC: International Electro-technical Commission
ITU: International Telecommunication Union




’ipatent pool ’arrangements "This is dite'to the Aécumnlation’ of patent rights
i a* patent- pool“"'i

VUndet these cxrcumstances';‘“'competltmn in‘a particular

‘field: of trade s weuldmbe—eubst«a—nttal}ymrestramed*brc}omng“the pd.benb pum .
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‘among” licensors” -as’ members -of ‘the" ‘patenit ‘pool’

"1989)

"‘fagamst competitive biitsiders without justifiable Yeasons’ ‘duetoa conspiracy

It would be hkely that

such conduct comes under * pr1vate monopehzatmn
It would be likely that an agreement to restrain competition between
cross- hcensed partles 1n a patent pool comes under unreasonable restramt '

It would ‘be’ '1ikél§'r’ that restriction of sales prices of a licensee* ind
limitations to research and-development ‘accomplished by ‘a.licensee come "

“under “unfair trade practices”. As in the cases’ of genéral”license
‘agreements, these restriction ahd limitations have to be studied in view of
“The Guideline for the Regulation of Unfair Trade Practices with respect to =

Patent and Know-How | Llcensmg Agreement (Fa-i_l"?'Tl‘adé-“'Commission,

(2) Specific Cases:
The Fair Trade Commlsswn of Japan rev1ewed the followmg two

*cases recently

1) Comments “on - the MPEG22 patent pool under” the prlor
- consultation system “Forming a hcense organlzatmn based on _.
" ‘the patent: pool has justifiable reasons.” It ‘would contribute" ‘to
““‘the market and the promotion of related technologies. The
commission expressed its intent not to issue an exclusion‘order.
The Department of Justice in the United States also expressed its
" yiew that the arrangement would not raise anti-tiust questions.

2. MPEG2:: MPEG2 stands for “Motion Picture Experts Group 2” involving
Internatmnal Standards: ISO/IEC 1S13818 used for coding audio-visual
information in a dlgltal compressed format.
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2) Advisory Comment to the: manufacturers of pmball machines

... A patent pool by 10 pinball rnachme manufacturers was accused ,

(June, 1997):

. of violation of the Antimonopoly Act, because they had a policy to

_exclude newcomers from the market and license their pooled

patents to the members only. Further, it became an issue that a

: guﬂd of such. manufacturers had a.concerted.: approach to prevent

_.cut-rate sales by the members. The Fair Trade Commission

... 1ssued its advisory comment that they stop such concerted acts of

- ..:refusing a license to non-members, in order to exclude newcomers

from entering into the pinball machine market. ..

(3) Requrrements for Legal Clearance

Taking the above cases into account, the legahty ol' a patent puul in

-view of the Ant1monopoly Act can be summarized as follows.

- First, a mechanism of pooling patents seems legal in general terms for

the followmg reasons:

1

An effect is foreseeable that subject technologles would bec0me

... popular: through the .1nt_egrat1_on;of complementary . technologies

. ...and through the elimination of possible patent disputes.
2)

Both licensors and licensees can enjoy benefits because
complexity in separate individual licensing and resultant costs

‘are reduced.

The legality of a patent " pool requires an analysis of its. effect to

-:;'competltzon 1nd1v1dually and specifically.. When and if pooled patents are

.indispensable for domg business in.a certain market,. that patent pool

- .should be organized and operated. carefully not to violate the Antimonopoly

Act.  For that purpose, the following would be considered as requirements

- for legahty analy31s

2)

ot be compelled to have hlslher patent pooled and to become a

. 1_‘)<~‘;~-¥-$he«~pooied—u\paten-.t.saaxe:ftﬁall-u-feissent.iel:-ﬁ-(m-aun»e,s;‘sentialn&p-ate-nts are

- Sy

tied 1n).

Potential licensees may not be refused a license under the pooled
patents without justifiable reasons. e .
In a case where-a licensee owns an essential patent, he/she shall

- member of the pool.
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- license:is: granted thall licensees on’ the’same: COIlGllthIlS

Royalty payments® under @ licensed: patent shlould-:'not be large S
¢:(They should-belower than:the:amount of accumulated royalties.

They: should ot be ‘so-high asto causera b"ai-ri‘er‘*to-’enter into a -

-market: “They: should hot’ be in the range to: prevent ‘the subJect

+ technologies from ' being popular:) -
“There-are no restrictivebindings’ to° ‘competition;: such as prlce
-control-or-prohibition-of employing eompetitive-technology.————r

4. Formation and Operation of a Eatent EQQ

~ Now, we would llke to examme patent pool arrangements from the -
'standpomt of l1censors T
' (1) Identlﬁcatlon of Essentlal Patents _
" "When a patent pool 1s contemplated a ﬁrst issue to address is the
selection and identification of essential patents ‘As mentloned above, a
_selection of essential patents is the primary work to secure the exclusion of

unessentlal Patents 1n the pool thereby to avo:.d a tle -in concern under The
Ant1m0nopoly Act '

1) What is an essential patent?
= To -sum up, it: means patents which are unav01dably involved
~"when ‘the relevant standard -is used. - It often means patents
which may be indispensable for standard-applied products in view
of technical practicability and costs even if there are alternative
technologies . S

:_:_2_):_:’Patent searches and assessment ‘ _ -
Usually, after the framework of standard and relevant
technologies is determmed searches are conducted through

relevant patents. In these searches, there are some questions as
. .- to.who searches for relevant patents, who pays for searches, and

~in what scope..and.in.what way searches should be conducted

. ... There may be a.decision not. to,,con_duct_ searches. .. All patents are
not registered. There are opened public. p_ate_nt_s._whlch might be
amended in the future and patent applications before publication
(issue in the United States) which cannot be looked through at the
""'time of searches. ~ With regard to a manner of searches,
databases are available, and member companles “of a patent pool



_..~-may.. volunteer :to. disclose rélevant patents and members or
" outside experts may- be able to select and identify essential

- patents. - In actuality, 'however, -assessment by the parties
.. coneerned-is not easy because there are conflicts of interest among
- ... the parties. -In-the case of MPEG2, the member companies paid
search costs, and independent patent experts reviewed about

18,000 patent . -abstracts and examined about 800 patent
- .specifications owned by more than a hundred patentees and

assignees. - Eventually they pinned down 27 patents. This case
will be a precedent.

) ‘Handhng third partles patents .

" When patent searches are carried out extensrvely w1th regard to a
certain standard and when the search reveals 1nd1spensable
_patents owned by non-member th1rd partles 1t 1s necessary to

" ;‘offer the partlclpatlon of a patent pool to these patentees

j (2) Contacts for Potent1a1 L1censees

There are two types of arrangements in Whlch potentlal hcensees
inquire about a license under pooled patents. The first one is an
arrangement in which one of the licensors becomes.a representative contact

i(e.g:;-SONY in the CD license from SONY/PHILIPS). - The other is an

.arrangement in-which a patent administration company functions as a
contact {e.g., MPEG L.A. in the case of the MPEG2 license). = .. .
(3) Contract: _ SR
For the clarification of arrangements various agreements need to be

prepared. In the case of establishing a I)atent admmlstratmn company,
'four types of agreements may be supposed ‘ : et

1) -Agreement: among lieensors:
~“This agreement provides that a hcense under ‘any essential patent

i has to be granted by a’patent administration company. It may
“also provide a method of allocating royaltles and d‘cross license
"obhgatlon among the partles concerned '

2) Agreement to entrust operatlon to a patent admlmstratlon
o company: '

"



A e

This agreement provides details of operation entrusted to.a patent

administration company. It may also provide a grant of license ————"

to licensee, collection andallocation of royalties, a: selection of
- essential patents, if the case may-be, and patent enforcement
- against. a third. party who has. refused any ‘hcense under. the
- pooled patents. - ‘ : '

3) License agreement between licensors and a patent administration
CQOMPANY: - e
This agreement provides for a license under the pooled patents
from a licensor to an patent adm1n1strat10n company

_ 4) iAgreement between a patent adm1n1strat10n company and
;hcensees . B o

This agreement 1s made between a patent admmlstratmn

company and a th1rd party, and is a main vehlcle for the patent

o _pool arrangements Basmally, contracts dlffer from each other

R because each l1censee has dlfferent needs Nevertheless, solely

- 'for falrness a unlforrn standard agreement should be prepared for

E executmn

(4) Method of Collectmg/Allocatmg Royaltles h N

_ For hcensors, allocatmn of collected royaltles 1s the pomt where
1nterests would keenly conﬂlct among the hcensors There are several
suggested ways ‘for allocation. One method is to determme an allocation
ratio based on the number of essent1a1 patents regardless of the number of
countries where licensees used essential patents Another method is to
determine an allocation ratio based on the number of essent1al patents per
country. Another method is allocation based on the number reported by a
licensee for each country. Yet another method 1s an add1t1on of values to
the figures obtained in the methods described above. Values in this context
are determmed by takmg 1nto account whether the patents at issue are

There are a couple of 1tems whlch should be noted w1th regard to

“ royalty ‘allocation. Allocatlon ratlos should be rev1ewed when part of

pooled patents have explred Also it should be noted that collected,

_royalties would be remitted after the reduction of w1thhold1ng tax when the
‘royalty collectmg orgarnzatlon re81des m a country whrch is dlfferent from



=—th'ef]ic'ensor"-'s-country; TN
(5) ‘Clearance by the Antimonopoly Act Organlzatlons
~There ‘s a-likelihood ‘ that ‘patent pool: arrangements: would be
considered ‘to- embrace ‘anti: -competition factors. : ‘Therefore, it would be

safer to seek a prior clearance from the antimonopoly act enforcement '

authority in each country.

(1) Enforcement against a’ ‘third party:
_ If a third party uses pooled patents Wlthout royalty payment and if no
measures for enforcement are taken agamst that party, that would cause

:reductlon in proﬁts which the members expected and cost dlscrepanc1es
ﬁbetween exrstlng hcensees and an 1nﬁ'1ng1ng thrrd party ;

N Accordlngly, in order to aV01d maklng a patent pool 1neffect1ve while
Uleavmg an 1nfr1ng1ng th1rd party, the group of 11' ensors need to enforce their

patents If a thlrd party does not’ agree to proposed l:lcense terms and -

court. In the formation of patent pool arrangements the ‘members of a
lrcensors group should be prepared for such S1t tron Therefore they
;_',should agree 1n advance to the enforcement programs agamst a th1rd party
fwho refuses to take a 11cense Such programs should spec1fy R

o ': Patent rlghts subJect to Iegai act1on R R
- | A plamtlffcompany . S e

. ' jSharmg ofhtlgatmn COsts e TN
e "Selectlon of attorneys
: ,l . '..--_-Procedures for settlement

' Antunonopoly Act, the members of the pool have to defend agalnst such a
'clarm PI‘IOI' clearance by an ant1monopoiy act enforcement orgamzatwn
p would be 1n favor of the patent g‘roup members o T B

_ Any de01s1on of patent 1nva11d1ty or non mfrmgement would have
'S1gn1f1cant effects on the patent pool. If some of the essential patents are
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rendered unenforceable, trust to the patent pool arrangement would be

sericusly ‘injured. " Existing' licensees may start thinking of leaving the
‘arrangement. In view of such risk; the question of litigation is hard for the
licerisors group to decide: * The group would:face a dilemmé;':‘bec_auSe*(1).-it

--cannot-alow: a ‘non-membér - party-to infringe- pooled ‘patents; and-at the -
‘same time (2)if it files a lawsuit, it must win'the lawsuit: 0 7o v oo
10 “‘Further, when patent infringement claims are brought to a few major
‘players in'the market, it .is likely that they would be inclined to form:-a .

“rgscond patetit pool in the joint defense.  Existencs 6f two competitive patent
‘pools would make members of both:pdols reluctant-to enforce their patents

against each other because they might wish to wait and see strategies of the

~other side. Having a second pool would be an unexpected result for the
- licensor’s group of the first patent pool. To avoid such situation, it is very

important that all players in the market, so far as they own important,
relevant patents, should be invited to the membership of the pool in
advance.

(2) Dealing with a third party’s patent:

- Technology is in rapid progress. It is easily expected that many
patents will be granted as core patents and peripheral patents of the pool.
Searches for and selection of essential patents, however sufficient they
might be, would not enable the pool members to control a consequent grant.

. of patents to third parties. Therefore, the operation of the patent pool

needs to take a broad view with respect to third parties’ patents.

If a licensee holds an essential patent, the licensee should be invited
to join the member of the pool. It would be possible to resolve the problem
by the arrangement that he is paid a reasonable portion of royalty in
proportion to the value of his patent.

‘To the contrary, it is likely that a person holding essential patents is
not a licensee under pooled patents and is refusing to take a license. With
such essential patents, he may take a hostile attitude against the pool. An
increase of such adversarial third parties enhances the risk of making a
patent pool ineffective. Efforts to cover as many essential patents as
possible by the patent pool are required. '
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- ..-A patent pool offers.an effective solution both: for a licensor.and a
licensee in cases-;whei'e;.the.re.:are,; many patentees with :respéct_; 11:,(')_, certain
‘technology- and -where that: technology is. not-well spread -out--due to the
:complexity of patent rights involved. However, it does not always benefit the
licensors and licensees: to.pool the. patents which are normally. licensed
sseparately and individually. :.A good example is.the Pinball Industry case
.in.Japan. '-If a.patent pool:is-wrongly operated, it would be regarded as-a
joint refusal by parties who are in positions to control the market. .. There is
+a:likelihood . that . such  refusal :.would be -considered: to. violate: the
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2L

< Introduction . .
(1) The Rising Trend of Research and Development Consrgnment Practlce

In, our country, .thenumber:of: researchand. development and software

development cons1gnment practme is on the increase.

1) The following can be regarded as the causes and background of this increase:
¢ It has become difficult. for a-single company to correspond timely within the
company itself as the development span becomes shorter. :
+ Outsourcing is often found more economical and effective in some cases with
the increasing demands for the cost: reduct1on after the corruptlon of the
" bubble economy. - ‘ - = = :
+ Especially, the ﬁeld of basic research is prlmanly appropriate as a research
theme to be covered by research institutes like universities.
4 Adequate, eﬂ'ectwe and - concentric commltment of research: resources is
demanded.. R S ‘ :
+ An 1nd1v1dual company ¢an no longer cover a]l techmcal fields by itself as the
fragmentation and specialization of the technical fields advance.
Joint research and development is of course one method/form of the research
and development outsourcing, however, this topic has already beeén discussed
from various aspects. . Therefore, we decided :to-address the toplc of research
-+and development consignments’in this paper. . SRS I R

- -:;;:2) Lately, the: current-.form of: research-_ consignment :agreements ~between

. i~ ~national research institutes and private companies are: being:reviewed; and
.o.-also; the Fair, Trade: Commission published : “The Guideline: Based on the

. Antimonopoly Law-Relating to the Abuse of Predominant Standing in Inter-

--...Company Service Transactions” (March:17,:1998)...::.Under this circumstance,
.»: the interest--and needs for . research: and. development -consignments . in
' -z-,:compames are, beheved to. be growmg SEAR IR IR TS HARENS :

: As,i a- result -of -the, : increas_e- in; -res_ej_arch ‘and:: development outsourcing,
consignees’ standing has been strengthened and at the same time, their
consciousness for their rights has also grown. Consequently, there has beena
shift in consignees’ attltudes that they started desnfmg to retain the r1ghts of

- the results..

rIn the past there seemed to be a recogmtmn among: pnvate icompanies, that -

such rlghts naturally belong to. consignors. who: are the ones-obliged to bare
~-i.-consignment fees, however, there -have been:troubles béetween consignors and
consignees over the belongings of rights. After the recent:publication of the
_official guideline by Fair Trade Commission, it has become necessary to discuss
the countermeasure in the cases where such rights belong to consigrees.

On the other hand, in research and development consignments between

national research institutes and private companies, the proprietary of all-
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. vesults have gone to the country:-(official ‘institutes). ‘However; partial

assignment of research results to private companies has become accepted lately,
«for the purposes.to enforce the research excharnge between: official institutes
~and private companies, and to establish a “Technology Creating Nation” by
::;--activating research -and development activities inmational institutes.: i
..:Based on-the domestie circumstance eéxplained ‘above, this paper: discusses the
' -subject topic; “Problems’ Relating to Research and Deévelopment Consignments
3 and the Use of the Results” from the several aspects in the followmg sectlons

(2) Pomts of ThlS Paper

1) This paper: considersicases where the results:[patents, copyrights (especially
copyrlghts of programs)} of research and development cons1gnments Lelong to
con31gnees S RTERMTEINY: TN SERU ARSI,

= ,?2)-:Ir‘r _those cases where the: rights belong: to consignees, consignors have to have

. the Heenses granted by the consignees to be able to usé the rights:::This paper,
from the standpoint of the consignors, discusses: the -points: the consignors
should pay attentmn to, w1th regard to the conditions of llcense agreements

3) Thls paper takes up the followmg three problems stemmmg Erom havmg the
rights belong to consignees, as discussion items. T Sl
i. The relationship between consignment fees and hcense fees
ii. The contents of rights licensed to consignors
iii. Problems in the use of the results by consignees
iv. Problems in the use of the results by consignees

4) Since the points consignors shall pay- attention to are different by the
pattern/phase of research and development consignments, they are discussed
in the following two patterns separately.

i. Research and development consignments where specific results (things to
be submitted to consignors) can be clearly estimated.
¢+ The consignor has a specific plan for the implementation
(commercialization) of the results.
+ ie. outsourcing of software development
1. Research and development consignments where specific results cannot be
expected right away.
¢ The consignor has no specific plan for the implementation
(commercialization) of the results in the near future. _
"'The discussions on the each of above cases will be proceeded based on the trend
of the current regulations, with the reference of sample provisions in research
(development) consignment agreements.



5E arrThe Recent Trend in Handhng Research-and Development ConSIgnment Results

2 1 The Gmdehne based ‘on, Ant1m0n0p01y Law in Serv1ce Cons1gnment Transactmns

(1)The Falr Trade Commlssmn pubhshed “The Guldelme Based on the Antn:aonopoly
Law Relating to the Abuse of Predominant Standing in Inter-Company Service

rsuch as software deveélopment consignments where the performance ‘of:obligation

.o isscompleted uponithe submission:of results obtained from the services offered by
congignees in such a consignment, results of the u)ns1gnment are not ﬁxed when
the consignment is made. ; ' ERTREEE

chc{2)In: this guideline, “delinquency or -delay in: the payment -of considération”,
w1 “demanding -the: reduction. of: consideration”, . “demanding:-transactions with

considerably low consideration”, “demanding to redo services” and “demanding to

pay participation fee et al. and the purchase of products et al.” and “unilateral .

- «.handling of the rights pertinent to.the reaults of services” are consideréd as the
., eonducts:that fall.into the behavmrs abusmg predommant standmgs that are
: .--agamst the: Antlmonopoly Law. o : SR LT

(3)The table 1 shows the summanzed deﬁmtmn of “Unﬂateral Handlmg of the .

=i Rights Pertinent:to the 'Results :of Services” in the guldelme which is: d1rect1y
relatedtothmpaper ST e ST

=/ Transactions”: on March 17,1998, for those service consighment-transactions, -

\
\



" Table 1: About “Unilateral Handling of the Rights Pertinent to the Results of Services”

Conducts Against the Law | Conducts Not Agamst the Law

i. Belongings ‘of rights
“(copyrights: - patents

ete) pertinent to the

results .

Unilaterally ' having - the -rights {a. Separately :
“pertinent: to - results,  belong - to
consignor with the reason;. .

*

| because the

~'paying. -
consideration .. © for - the
: ---proprletary of rights pertinent |
to the results, or for limiting
‘the secondary use of the
'results

because. the; reSults were
obtalned durmg the course of the
conmgnment transactmn ) or |
vesults ~ were.

N produced”

at’ “the canszgnors b. When it is recogmzed that

-.gxpense.’ - ‘the terms has been agreed so

ii. Secondary.  use .of
-the results .

Limiting the secondary use. of the
| results by the consignee- Wlth the |

- as the above consideration. is
included in. the :consignment

same reasons as in “i.” fee. .

iii. Belongings of rights
pertinent to results

convertible to" other |-
applications, and itg [’

secondary use-

Same conducts as in

I( k]

and

Note.1) -

~When .a consngnee-
used, the technologles

“and personnel offered

“by & consignor to '

“produce the results -

Note 2)
When a consignor
offered technologies

and personnel and |
“jointly ‘produced the-|-

results

0. B

The handl_mg of the rlghts pertment to results shall be

.- determined with the consideration of the relatlons]:np with the
: technologles offered by the consignor, and when it is a ‘patent or
knéw-how, it shall be determined according to “Handhng Criteria

Relating 'to  the’
- Patent/Know-How License Agreements”,:

Regulations of Unfair - Transactlons in

When the terms relevant to the belonging of the rights or terms
relevant to the secondary use and to the services/expenses in
producing the results are considerably unfair so that the consignee |
unduly inecurs disadvantages it is subject to the abuse of
‘predominant standing or “a discriminative handlmg in Jomt
performances” (General Designation No.5). -

2-2 Researches Consigned to National Research Institutes = -

Those patents resulted from research consignments bet‘Ween-natiohal-universitie's-‘aiid
private ‘companies, are - handled based on the invention regulations of each university
through ‘the verdict of scientific council, and principally, reverted to the possession of
individual * inventors. -~ However, those inventions invented from the results :of
researches where special national research fund were received; or special ‘national
research facilit_ies“ were used, have been inhérited by the ‘country 4s national patents.
Where private companies ‘are awaré that the results:of their consignments might
become national patents, no private companies would be willing to consign researches to
national universities, ‘thus there ‘would be ne commumcatlons between natlonal
universities and private companies, I SN :

In consideration of this ¢ircumstance, in' 1984, it has become accepted that consignorsor |
any third parties designated by the consignors to be granted licenses of such ‘patents
preferentially for the period of seven years at maximum, and furthermore, “Research
Exchange Encouragement Act” wais constituted on May- 20, 1986. - This act.allows:the
maximum of 1/2 of a patent resulted from a consigned research to be assigned to a




cOnSIgNnor. .

On the: other hand, “Science and . Technology. Fundamental Law” was enacted on
_ .. November:15, 1995, as a:fundamental. framework of the science and technology.in our';
weountry, and it constitutes the backbone of the: approach to.be a “Sc1ence and Technology
“Creating Nation” toward the 21% Century.** In addition, the liaison and cooperation
. “between ‘the lndustry and academ1c institutions wa$ stressed in the “Science and
: "'Technology Master Plan approved 1n the cabmet counc1l in July 1996, as one of the . -

‘main components of the plan, and VaI'lOU.S promotlonal deals were made. Also, the

. minister of the Board of: Educatmn reported the prime mmlster in January 1996, the
. -“Education-Reformation program which plots detailed approaches for personnel training
- “and - reséarch activities with the cooperatwe efforts by the mdustry and ‘academic:-
| institutes for promoting the talents'to lead the future science: and technology and: for -

encouraging scientific researches to meet the demands m the soc1ety

In August 1997, a clause “The measurements for facilitating the _'_p'ateh_ting ':p‘rocesses
and the circulation of research results shall be discussed to enable:the smooth transfer

. of research results from national universities to the industry, and any necessary'actions
shall be taken by FY1998” was added in the revzsed Education. Reformation program.
- Tt 1s ‘important, therefore to buﬂd up a” new technology transfer system connecting

'~un1ver51t1es and ‘the mdustry usmg patens as the medlum ‘and how various cond1t10ns :

Lshall be prowded is, currently bemg dlscussed _With the estabhshment of such systems,

the number of research consigned to research facﬂltles such as umver81t1es is expected

to 1ncrease m the future

:4'.:73 Extractmg and Cons1der1ng Problems in chensmg Terms Agreed by Con51gnment :

. Agreements
3-1 The Forms of Research and Development Consignments .. ..

When. a.consignor is a. company, the ultimate purpose of a research and development
consignment - would be:to. gain profit by using- the results .of the research.and
development in‘its own business. . Therefore; the largest interest of ..the company is in
“what can be obtained as a result of the consigned:research”, ‘but at the same time, “how
the results: can be: utilized” would alsobe an important issue. . Kspecially when the

right belongs to the consignee, it is necessary to.specify beforehand, the following (1) to

_.{8) at the time of the consignment agreement since the consignor has to have th hcense e

- granted under- the rlght to:use the: results by. the consignee WllO is the hcenso \

(2) The right to be hcensed to the cons1gnor

(3) The use of the result by the consignee
The details of these items from (1) to. (3) are. assumed to. Vary by the nature of the
' ;cons1gnment results. -

-For exampl_e, in_; a:product development :consignment such as software outsourcing, the




“concrete result’; i.e. “software”;

‘is -specified at thé time of the congignment agreement,
and the purpose of the use of the results is usually clear, i.e. “sales of the software”.

On the contrary, in a basic research consignment, not only the “concrete.result”: is
unspecified, but also it is possible that results cannot be expected at all. Also, the

results are not necessarily used-ina: product O it mlght requlre al longer perlod of fime

before it can be: lmplemented in‘a product

Therefore in this paper, the aforementioned (1) to (3) are discussed assuming that there

~ are following: two patterns as the forms of research and.; development consignments.’

i
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"1) Technology: Development - Consignment: -a pattern. of .research and. development -

- .consignment where concrete results cannot be expectéd right away. - sl

2) Product.Development Consignment: the other pattern: of research- and development
consignment whetre concrete results (items to'be submitted to.consignors) are cléarly
spemﬁed '

The table 2 deﬁnes the charactenstms of 1) Technology Development Cons1gnment

(hereinafter. referred to. as “Technology Development: Consxgnment’f)__..and 2). Product
Development - Cons1gnment (hereinafter - referred to -as:

“Product: Developtent
Consignment”). ST ‘

Table 2: Characteristics of the Research and Development Cons1gnment Patterns

_Cha-ractenstlcs e Example of Sample
L - . Cons1gnment Agreement3
Technology + Cons1gnment for element technology ¢ Con51gnment “Ryoto.
Development | developrent for the implementation i | of a “basic’| Universify
Consignment | a product; or for basic research research to an Consignment
+ Results are mainly patents and- know- | un1ver31ty | Agieement”
hows etc. :
+ The . consignees’ purpose :is.t0 gain: ...
| hcense income by l1cens1ng the results.|. . .
.| toothers besides the consignors. . T L T,
Product .|+ Results are specified at the time of ¢ Software. | “Software
Development’ | ‘corisignment agreements. | outscurcing " | Development
Consignment |¢ Consigns product development Model-
+ Consignors intend to use the results in Apreement”
.- their busihess such:as s'elling aresultin: | Japan™:
. .| - the form of products...: ;. . |- Electromic
e Results 1nclude patents and know hows. .| Industry
also "Development
+ There also are cases where consignees | Association)
| sell their development results = a R
... [# There also are cases where congignors | =&~ =
" offer- itheir.- kow-hows. orinformation | .
:|.. besides consignment fee. .. ... ... |

8 An agreement referred for the discussion in the present paper

4 Written based on: “major items that should be included.in software development contracts” which is

-the, (lraft of prowsmns proposed by the Information Industry Sectmn, Industrial:Infrastructure

mcluded in the contracts in software development transactlons




3-2 Extracting- and_ Considering the Problemsin .E'ach-Individual Form L

(1) The Relatmnslnp Between Cons1gnment Fee and L1cense Fee G oo

-In a case the mtellectual prepnetary r1ghts of results owned by a-consignee; -a
consignor needs to be licensed by the consignee for the use of the result. - In addition
to the contents of the lcense, the terms on the license fee are also important.

In‘a normallicense agreement, a licensee pays a license fee for a licensed right.” ‘On
7+ the other hand, in the case of'a consignment, a consignor who is a licensee, already
paid a consignment fee.. ‘Therefore, it is'important whether or not the consignment -
« = fee includes ‘the license fee:for the use of the results, in other words, whether or not
+:the licensee has to pay the license fee separately from the consignment fee.: -

According to the guideline indicated in the table 1, the conduct of having the
+::~intellectual property- right pertinent to the result belong to the:consignor only with
: the reason ‘because the consignor paid the ‘expense, is a conduct against the Acts.
“ “Therefore, it is necessary that either “A: the license fee is specified separately from
the consignment fee” or “B: negotiation to include the license fee in the consignment
fee has been made”. ' '

_In the following section, this paper discusses on the most optimal arrangement of the
rélationship between: 'consignment fees and license fees in each pattern of the
‘ .{.Technology Development Cons1gnment and Product Development Consignment,
provxded that the gmdelme is also apphed to the hcensmg of cons1gnment results ,". ‘

1), Technology Development Consignment. . ... ..

Unlike Product Development Consignments, in-a. "Technol'o'gy Development
Consignment, a concrete result is unknown'at the time of con31gnment agreement.’

It probably is d1fficu1t to estimate an. adequate hcense fee beforehand since 1t is-

. _lunpredlctable Whether the ‘result will turn out to be a patent know—how ori
' '“nothlng '

From the stanclpomt of a consignor, a: consignor probably is reluctant to pay for a:
licerise- fee as a part of its cons1gnment fee for the results whlch may not be
- obtamed or even if obtamed may not be beneficial for the’ cons1gnor s business.

" "Also, since this is not a Vd,:evé,lopme,ritség;J,l.eigmssat;gf a product, it is unlike that
the consignor is stranded even if he cannot use the results; which may be a patent
or know-how, right away. ' Therefore, there would be no problem for the consignor

... to specify a license fee separately from the consighinent fee for the hcense of only
the necessary results after the results are determmed

«uIn “the “sample " agreement ‘of '“Kyoto" Usiiversity  Research~ Consignmient
:-Agreenent”; indicated in Table' 2, ‘the following arrangement has been made
‘between the consignor and cons1gnee (the umvers1ty) SIS

et e i bt e



Artlcleg . - R o L
- Consignor shall. not use,: and shall not be assvgned the rlghts such as: mdustrlal _

“property rights or the like, which' are the results 6f the research consigned. and belong|

< to Con31gnee without the payment of the consideration.

Artlcle 12 P S : - :
- Where: Conmgnor or any tlnrd part1es des1gnated by Consrgnor attempts to work the

patents or the like belongmg to. Consignee, Cons1gnor shall pay a. hcense fee prov1ded
cina separate license agreement. . T P SRR -

Article 9 specifies that the consignor “shall not use ...without payment of the
“consideration”, and Article 12 :specifies that the conmgnor shall pay a. hcense fee
: prov1ded ina separate license: agreement : - =

Such provisions are based on the Article 9 of the Finance Law, providing that an
.+ adequate consideration has :to be charged to.a consignor :when  granting the
i .consignor {non-public organization) a. license under a national patent (patent
‘belonging to the university). - That is the reason why the. license fee has to be
paid separately from the consignment fee. . Co

© - However, even the consignor is-willing-to pay the license feé:separately from the-
::consignment fee, if the license is not granted from the consignee; the consignor
-« cannot use the results even tough the consignment:costs has been borne:by the
consignor.- When the consignee is the national institute, the license would be

‘- granted asit-is provided in “Three Laws of National ‘Patents Promotion” that
. license should be granted without discrimination. - ‘However, when the consignee
"v:"ig"a private company, it is' necessary to provide “the license for the use.of the

-results shall be granted” at the time of the agreement. . - ...

«'In such 'situation, a clause stating: “the license shall:-be granted ‘without the
- consideration” is sometimes provided. - It meats that “the license fee is not going
“:to'be paid separately”, and also “the consignment fee does not include the license
:-fee”, thus such -agreement falls into neither of the condition A nor B indicated in
' Table 1.guideline.' Theréfore; it is necessary to amend such-clause considering
the guideline.

2:2) - Product Development Consignment .-+

Unlike Technology Development Consignment, in a case of Product Development

- =~ Consignment, a consignor usually concludes the consignment agreement with the

-+ presupposition to manufacture and sell the result as a'product. - Therefore, it is

necessary that the consignment agreement specifies that.the consignor-can use

the results, and the consignment fee often include the license fee required for the
sales by the consignor.




- The reason is, when- the:total ‘amount :of ;cdnsidel‘.al-f.ion._ (conmgnment fee andmi
license fee) is not clear beforehand, a consignor would not be able to determine
whether or not to enter into a consignment agreement itself because consignor. ;

"+ ¢gannot make a-business planof the product without-estimated of total cost of suich

1 v product including the license fee.: Also; provided that the license fee for the use

of the consignment results has been: agreed to be paid:separately: from’ the :
consignment fee, when the licensing negotiation failed, the consignor would not
be able to use the results at all while paying the consignment fee. Even if the :
“grant of the license had been promised, when thé:license fee was.not agreed, or |

| 5o avhen the consignor had'no-choice butto accept a large amount of the license fee,

there would be a large impact on the product’s sales price and on the consignor’s
. business. Therefore, it is necessary for a consignor to make sure that the license |
" fee is included in the consignment fee.

© 2 According  to the guideline,-it: is. necessary:-that.“B: negotiation to. include the
license fee in the consignment fee has been made”. - What is. important to note
here is that whether it is necessary to have the amount of the license fee specified.
w1t is:difficult to determine how to.condition the license fee at the stagé .(_:ohcluding

x4 consignment agreement. -For example, when the value of the right, under

. =7 which a consignor is granted the license, is dependent on the amount of profit the

right would earn for the consignor, it is difficult to estimate beforehand. . .

:Also, it:is possible that existing technologies the consignee already possesses are

v:-also implemented. - In such a case, both the existing technologies and the newly

. developed technology have tobe implemented in:a product:. Since it is difficult to

:rsum . up the license -fee of :each individual -technologyin the:reality, the

‘consideration probably has.to be set inclusive of all the necessary rights.. - What

. gort of rights-are going'to be obtained for the newly developed is unknown, and as
- .ofor the' existing. technologies, ‘it is. difficult: to: accurately estimate which rights

possessed by the consignee will-be infringed by :the product not yet developed.

* -.As 'the above; specifying a license fee on .a contract is practically. difficult.

. Therefore, where: the .specific amount of a-license feeis not required on the

“icontract; it is more desirable to provide a clause mentioning as far as “the license
=~ fee'shall beincluded in the-consignment fee”.: However, it is not clear whether or

- ‘not-the guideline requires a specific amount of-a license fee on a contract.

e Boftware Development Model Agreement” in the table 2 as a sample contractof .

the Product Development Consignment, provides the.ownership of intellectual

properties and license terms in Article 29.

.. Table 3. Summarizes the article.’ In this “Model Agreement”, the conditions for
the ownership of software copyrights and its use, are-to be selected from the three

© :‘patterns.as shown in Table 3. T :
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Tab1e30wnersh1pof CopynghtsandLlcensmgPattems .- e

11 ini“Software Development-Model. Agreement” - . 0 .o -

. ..-Copyright cif‘N'ewly Developed - i Existing Copyright:.
+-Belonging : |+ Terms for the Use Shaitice mE b st
o|e Cons1gnee sha]l grant consxgnor U Belong to each owner of nghts
a right to copy and adapt etc, to |¢ Consignee shall grant consignor
. " | the extent required in order for | a right to copy and adapt atc, to
Pattern 1 __Qo_nsl_gnee |~ consignor-to- use the software : the extent requu-ed inorder.for | ool
free of cl_large """ *consignor to'use ‘the" software
fre
T Both consignor and consignee |+ Belong to each owner of rlghts
. - Jomtly “- 1 may use, copy and adapt” ete, [+ Conmgnee shall grant con51gnor
P . S mcludmg grant of hcenses to|” arlght to copy and adapt etc, to
Eatcern 2 ownedbythe any third partles w1thout' , the extent required in order, for
L parties T restriction. S - ’f{conmgnor to use the i re, |
L N 'free ofcharge A T
Copyright of
Newly
Developed
Program 7
Conmgnor
: _iTransferred_
from
Consignee ) o
Components _ Components . of Ex1st1ng
of Newly |e Both partles may use,. copy and; Programs (routmes modules)
PatternS Developed adapt etc. mcluchng grant of [ _ . . "2 _ _3
Program | licenses to "any third~parties Bclo_ng tO each owner of rights -
without restriction.
|_Jointly owned o
oo e ovoslle Bothcconsignor: and  consignee |¢ Consignee.shall grant consignor
.+ |- Documents: |- may- use, -copy.-and ,adapt - etc: |..a right to copy and adapt etc, to |
-|.of the. Newly mcludmg .grant of licenses to | the extent requu'ed in order for
Deveioped 1y \ part1es " without | consignor to use the software
) ¢ o " vestriction, However “Both” are '_"_free OfCharge R
e _obhged ‘to “hold in*confidence’ _ o
v Jointly - | any. - confidential - mformatlon EERIE T ER I
+0 owned. :7-| > discloged by the otherparty. -
Ideas, Know-
.|, Hows, and _oBoth parties may use freely | . e
Concepts etc. | without the obhgatlon to hold L e
' ofthe Newly them 1n conﬁdence P s e

i Developed |-

In the pattern 1’ whete a eopyright:belongs: to a ‘donsignee, “consignee shall grant
consignor a right to copy and adapt etc to the extent required in order for consignor

" ‘to‘use'the software, free of charge”.

:: Also; for both existing rights and the rights




relative to a new invention possessed by a consignee, a license is granted for free to a
consignor to the extentrequired in‘order for the consignor by itself to use.

A for the ‘provision of a condition “granting for:frée”, as: mentioned in the prior .
_ section, it is probably necessary to consider-in relation with the guldehne Thus,
this “Software Development Model Agreement may be also required to provide a
“elause to mclude the hcense fees for newly developed and existing nghts of -
) 7_'_Cons1gnee T I LT IEE 3 S ! :

L S S S—

_Table‘.'ét summanzesthe d1scuss1ons ml) and 2)

_ Tah_le 4: .Sumn_l_ary of Con_signment Fee and License Fee

License' Fee” _“Included in Consignment Fee “*EXEzluded from Consignment Fee
" |¢ It is difficult to include license fee"_' PO SRR
C Technology in cons1gnment fee 'since it is |¢ License iy
: _}‘Development “hardly estimated whether or not |+ Grant of license sha]l be promlsed

| Consignment | IPR will be developed or whether |+ Furthér discussions are required on |.
or not the results will be| the validity of the grant of hcense for |

—applicable to consignor’s business. - |- free of charge
.
fee. . ' R ‘ .
: ¢ If it is necessary to specify the [+ When a license fee is attempted to be |
Product amount of a license fee, the | paid separately; it:is possible that |

Development | calculation of license fee will be | the use of resultsis obstricted.
Consignment | required, and there will be '
| practical problems.

o + License fee of a license under any S
‘| “patens used in the Tesults shall be |- R R
1ncluded1ncon31gnment fee S

(2) The License to be granted to the Consignor o

= When & consignor consigns development with the presupposition that the consignor -
*“"_:13 gomg ‘to manufacture and sell the product a required license shall be the one to -
“cover the rights to manufacture sell and use the product under the Intellectual °
‘ property nghts such as patents know-hows and copynghts relative to’ the subject

~ product. When the product is software, the prov:Lsmn for the rights licensed to a

" consignor by a consignee would be somethmg like, “... shall grant the right to use,
rmochfy copy and sell the result (software) and the r1ght to dlStl‘lbllte the result to :
" any third parties.” . '

Looking at Table 3 “Software Development Model Agreement” the extent of the free

use of software by a consignor is pract1cally hm1ted to the conmgnor s own use in all "

the patterns. Inthe pattern 3, when the cons1gnee possesses no ex1st1ng rxghts and

there are neither emstmg nor new patents etc. present, a comsignor can grant
.+ licenses to any third parties, however, such cases are assumed to be rare. . . .

.+."Therefore, the above is insufficient as the provisions for a case where a consignor is
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. making a consignment agreement for the purpose of selling the software.. = - ..\
-~Also, sécuring the right to license third parties is important not only for the sales of

the product but also for a consignor to be able to cross-license under such rights.:

;' When a'patent, resulting. from a consignment; belongs to a: consignor, this patent
- can also be a subject for cross licenses; but when it belongs to a consignee, the patent

won't be a subject for the consignor’s cross licenses. - -As the number of research.and
development consignments grows, and patents become less likely to belong to
consignors, cross- hcensmg will posmbly become 1ncreasmgly chfﬁcult ‘In. or‘dei" for:

" consignors to be able to cross-license as necessary, it may be important for =
. : congignors to:obtain sublicenses under the patents that belong to conmgnees so.as to
- be able:-havethem cross-lcensed. : : : -

This is also true for those patents that con31gnors already have concluded Cross

‘- hcense agreements

- -For-e'xamp'le, in-a‘case;where Company A isiunder a cross:license agreement with

Company B, and the companies can use the other company’s patents. without
congiderations, when A consigns research and development to Company X, as long

. as:the consignment 'is-conditioned:so.-as Patent x which:is a result . of the
- development;.to- belong-to ‘the: consignor A, Patent x will also- be a: sub_]ect for the
CCross hcense thus B also can use Patent x. = L S AN

Consignor: Company' A Company B

“Products of A | Cross _.L;cen,s_e_ = Products of B-
| e Patentx . . | Sublicense . | | paentx .
¢ Patent b - ¢ Patentbh. .. |-
Assign on
License Enforcement?

+{- Patent x: belongs to:'Com'pan.y‘X
-.-Consignee: Company X

Flgure 1

However as in the case mdlcated by Flg 1 when Patent X belongs to Conmgnee X,
and Company A is granted a license under Patent x, Patent x will not be a subject for

‘the cross license, Company B, in order to be able to use the patent, has to be licensed

by X. Provided that a product of Company A uses Patent x and Patent b which is a
subject for the cross license, and Company B attempts to make a similar product, B
has to go through a licensing negotiation with X. If the license is not granted, B
cannot make the similar product. Therefore, in such a case, the cross license may
be beneficial for A, but not for B, and that results in the lack of balance.



Therefore; it-is'possible that Company B requests:Company A to-obtain a sublicense
i of Patent x which now belongs to: Company X, or: to ‘have Company X not to enforce
1tsr1ghttoCompanyB o TP . e

".:In any:cases, when a consignor allows to have the result belong to.a consignes, and
- 'obtain a license -under necessary r1ghts ‘he- may need to do thorough study on the
7'::‘<re1at1onsh1p Wlth Cross: hcenses Pl RS R VAN T putt U w

(3) Problem in the Use of Results by Cons1gnees

iIn addltlon to the contents of: r1ght or: lzcense fee issues, havmg a consignee 1tse]f or
parties other than consignor use the result of a consignment are matters of great
1mportance for a cons1gnor
In a case of Technology Development Consignment, a consignee itself is not likely to
use the result in its products. Thus the main motivation of the consignee would

wirbe: togain. hcense fees by hcensmg the - result -also-to-- partles other than the
-i:'..:‘-:,-consngnor SRS : - R A S S

-u'f:*Insa ’ca‘se 'of- Prodnet:Development Consignment,; on the iother hand, it is possible

wristhat ‘as‘consignee- itself sell a result in' the competitive standpoint: against the
consignor. If the consignee sold the result of the:consignment to-competitors of the
consignor with low consideration, the business of the consignor incurs damages or
consignor’s investment -suchras theconsignment fee-rmay not be recovered.

Thus, from the consrgnors standpomt prowsmns to hmlt the use. of results by a
conmgnee or, if allowing the use by the consignee, some kind of measures to secure
the 1nvestment recovery are demred s

1) jLimiting the Use of Results‘ by Consignees

In a case of Technology Development: Consign_ment, for example, any patents
pertinent to an element technology for making a product, which is one of the
results of a consignment, are desired not to be licensed*-to competitors, not
allowmg them to take the lead in commercialization: . In: order to do so, what
measurements can be considered? o

In “Kyoto University Research Consignment Agreement”, the followmg condltlon

BT prov1ded between Consrgnor and ConS1gnee {the unwersrty)
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Kyoto Universi ignment Agreem
Article 10
Consignee shall-be. able to- preferent1ally grant licenses under the tights authorized to
Consignee to patent- the inventions resulted from:this research consignment-or any |
patents-obtained based on the aforementioned; to only Consigner:or any: third parties
designated:by Cons:lgnor for the perzod of 7 years after the fulﬁllment of:this research
conmgnment Cl e . I S T : S AT TS TP R

ke fl-If such a-' ‘P'referenual Llcense a-.lice-ns"éf"term as. the 'above, is provided, the
.+ +license:is granted only to the.consignor and the consignor-can:avoid:the risk of
i having the rights licensed. to’ competitors: for 'a: certain: period-of time: :In this
- ~sample case, othericompanies cannot-have the license granted-to make. products
-z . gimilar to:that of the.consignee’s for 7 years. - From the consignor's standpomt
the provision of such a condition is probably worth considering. :

It 'is also ne¢essary to-provide some-kind of measurements to'avoid damdges to
‘the consignor’s:rights:as it is: possible-that: the conmgnee asmgns the: r1ghts

?pertment to the resultstoa th1rd party

Separately from the provision of the above “Preferent1al Llcense there is a
method to share the proprxetary of results once belonged toa conmg’nee

' ‘:"-In Artlcle 73 Paragraph 1 and 3 of Japanese Patent Law there prov1ded

Article 73 Paragraph 1

Patent Law

. In a case of a jointly owned patent, each co-right holder shall not transfer its share or |
set pledge with the object of its share; without the consent of the other co-right holder.

Art1c1e73Paragraph3 N R T RTINT T STV I SEPRRRS EEARE S s |
~In-ai case ‘of a jointly- owned patent each ‘€0- r1ght holder shall not set the excluswe
+license under the patent rights, or:-grant non-exclusive hcenses to thu-d party Wlthout
« the: consentofthe otherco right holder. SEREE by crerined O

According the above regulations, in order to be able to grant licenses under jointly
-owned rights:to any: third ‘parties, ‘the: consensus between therco-owners are
“orequired. ~ That means a consignor can restrict a consignee.sharing the rights
“with the consignor, since the consignee needs the.consent:of the consignor when
granting licenses to any third parties. It also restncts the transfer of the nghts

szi of the result from the cons1gnee to: any thlrd partles it :

‘.Th"erefore; it may be ';one:methOd to pro"vide:a deﬁSi‘gﬁment agreementso asto.

authorize the rights to a consignee at first, but to allow a consignor toshare those
rights such as patents the consignor desires to have after results are out, by
v'paying = consideration = separately from 'the :consignment . fee: according the
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‘guideline. .

- :In the case of Product Development Consignment, since a consignee itself possibly:
.5 turns out to be a competitor: ofa consignor, such-as a case where the consignee .
. -gtarts selling the results, it is.probably difficult to limit the use of the results by
-.~consignee. - However if the consignment results include know-hows offered to the
consignee from the consignor, the use of the results may be limited by prowdlng
~ terms for the consignee’s use of the know-hows. _
According to Article 29 of “Software Development Model Agreement indicated in
.. .*Table 3, a non-exclusive license is granted to.a consignor under the patents solely
‘owned by a: consignee free of ‘charge: ..However, there is no provision for the
+ :licensing the consignee under:those patents: solely. 6wned- by..the consignor.
-~ Therefore, where: there are patents solely owned by. the consignor, unless the
o0 reonsignee has the license granted under such patents the conmgnee cannot sell
the results, - R Cl ; oy IR :

+.This is'also true for copyrights. .. There.are no provisions for the grant of license
..-under those existing patent rights owned by a consignor in any.of the patterns
- from 1to 8 in Table 3. Therefore, a consignee has to have a license granted by a
consignor when any emstmg copynghts owned by the consignor are mcorporated

. in.the results. : oo i T e SISO

As for know-hows, by the provision of Article 30, where the confidential
information:of.a-consignor is included. in the result, the grant of a license by the

~ consignor shall be separately required for the use of the information {the use in a

~ form of disclosure (more spemﬁcally, the. dlsclosure of source codes ete. to any
other partles)] : :

: Article 30 :
. Consignor and Consignee, without the written consent of the other party, shall not |
- - disclose, or divulge to any third parties during the term of this agreement and for:the |:
. siperiod of (. ) years thereafter, any of the other party’s own fechniecal, sales, or other
¢ business confidential information disclosed. by -the other-party pursuant to-this |
. agreement and the individual agreements. ]

+As shown in “Software Model Development Agreement”; where patent rights of a
consignor...exist;.and.. where. confidential . information. of. the consignor is

-incorporated:in-the software; the secondary use by a.consignee can be limited.

However, in the guideline; limiting.the secondary use of the results by a consignee

might be found to be a conduct against the Acts (Table 1. iii). It is necessary to

;i =« make sure that limiting the secondary use by hxmtmg the use of know hows does
w40 not COIlﬂlCt with: the guldehne i D o

.Also, since it'is d].fﬁcult to determme whether or not the conmgnor 8 nghts such as




{know-hows':are’ incorporated: in"the results, there might be'adisagreement
between the consignor and consignee.:: When the case:allows, a compromise by
providing a clause limiting the sales to any third parties during a certain period
of time after the submission of the results to.a consignee may be one way to solve

- the problem :

2) Recovery of Investment R

A consignor intends to gain proﬁt by selling the results as-.a:'pro'd:uct-to'iecover the

T eonsignmenit expenses that ave ite development costs."On the other hand, the

costs of development incurred:at:-the consignee :side are.:covered by: the
= I.consignment: fee, thus ‘the :incomes- gained by licensing or: by: selling of the
i-consignment ‘results: would be ‘its profit::: Here; the -consignor might ‘have a
feeling of unfairness since the consignor only gains the recovery where both side
similarly use the rights. Therefore, the consignor might desire to have the
consignee return a part of the proﬁt the con51gnee gam as: hcense 1ncomes ete. to

“:: GONSIENOL. G RN B b SAAERERE SENNSEI

»+"When the consignment results include know-hows offered: by the consignor, it is
possible for the consignor to ‘provide -a. term .to:have. the. consignee pay
consideration for the use. However, if it falls in the case of limiting the
secondary use (Table 1. iii.), it is an important issue in terms of :investment
recovery, how the consignor can claim a consideration for the incomes con51gnee

e "the owner of the rlghts, gamed through enforcement of its rlghts :

'Ba‘Sed on the: d’evelt}pment‘ of this discusSmn-, -1t is probably n’ecessary. to consider

setting the consignment fee lower than that of the case where the proprietary of
results goes to a consignor.

47 Conelusion = i+

 As discussed heretofore; =+ e

| (1) Points to Pay Attention to, at the Time of Agreement

It is greatly important to provide the handling of the use of results beforehand as the
proprietary of the results not necessarily goes to a consignor, but it may be shared, or
may go to a consignee. If failed to do so, a consignor may found itself in a position,
where it can’t achieve lateral development, the technologies developed through its
consignment with its own expense are licensed to competitors for very low
considerations, or it has to have a license granted by a third party whom the results
were assigned by the consignee in order to use the technology developed by itself. It
is possible the things do not turn out as first intended while bearing the consignment
fee.
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1A consignor -should ‘go-over-the terms of. agreement keepmg in. mind:-the: foIlowmg
o pomts with-the reference of the guldehne ete. : : Sriy Gt

L). Relat-ionshipe *bet.ween}.t_he consignme"nt, -fee: en‘d ;theilicjensie; fee:: 0

+In a case of Technology Development Consignment, the 11cense fee sha]l be
separately paid from the consignment fee. sur e g ‘

+ In a case of Product Development Con91gnment the hcense fee shall be 1nc1uded

i the con51gnment fee.r I ereenagia 3 :

s -2) The contents of the rzght hcensed to the consignor, - T SUETI R S e
-¢ Obtain the right for-a consignor to:be able.toigrant 11censes to any thlrd partles
-+ Consider the cross licenses with :any third parties. that a conmgnor is under the
eﬁectof o - T . PR s S

3) The preblem in the use: of the result by the consignee- T IR T SR
+ In a case of Technology Development Consignment, prov1de preferentlal licenses
for patents. :
+:Where the results of a. Technical:. Development Con31gnment 1ncludes a
cons1gnor siknow- hows 111n1t the use of the know- hows ' -

(‘2).:Prob1er'ns~:- S

l)Because there stﬂ} ‘are many- restnctmns and obhgatlons on fhe elde of prlvate
companies in research consignments with national research institutes, such

ols-consignments -do not seem to be attractive:to private companies. . -We. shall keep

. .. oureyesonthe future law amiendment and constitution.. ... ...

2)In a case of software development consignment, it is difficult to ‘segregate the
considerations pertinent to an assignment or license of intellectual properties,

from the consignment fee which covers direct services consigned. The

relationships of the rights incorporated in a software (result) are .tangled with
existing technologies (especially copyrights), and the relationships among those

rights are unclear and complicated. It is important to pay attention to.this.point

" in development agreements.
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Antitrust and patent misuse concerns typically arise when 2 licensor requiresa 57
licensee to take a license for a package of patents which includes not only the patent(s) of .
interest to the licensee, but also one or more patents which:the licensee has'no. interestim -
licensing, This paper particularly addresses these antitrust and misuse concerns based on
segregating the patents:in the portfolio into three categories relative to:the licensed -
product. These categories are defined by: (i) whether the patent is required for the licensed
product (blocking patent); (i) the licensed product is difficult to make without the-patent;
or (iii) the patent is optional and need not be used for the product.
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I Introduction

- Your company owns a number of patents covering an item.. Some of these paterits

are essential for the item, that is, the item cannot be made, used and sold without using - -
each of these “blocking patents”. Other patents (“ proud patents™) cover the 1tem and are

difficult but not impossible to avoid. Yet other patents (“optional patents”) could be used

in the item, but they are not needed. You wish to put together a hcensmg program fora: :

| patent portfoho which includes the blocking, proud and optlonal patents and which takes
 into account business considerations such as convenience and efficiency as well as .
evolving antitrust and patent misase concepts in the context of.paekage Kicensing, -

This paper will address how sueh a package licensing program shmlld"be:,-:a é
structured.

Mandato;g Package hcensmg

In general, a package heense may be deemed unlawﬁll 1f it amounts to a tymg

arrangement that ist 1f the hcensmg of one “product” is cond:twned upon the aeceptance - -

of a license of another, separate product Tymg auangements are generally consxdered
illegal because (a) a seller with market power in a product requires a buyer to purchase

from him another product which the buyer does not want and (B) they restrict competition

- American Securit- Co. v: Shatterproof Glass Corp.;-268 F.2d 760 (3rd Cir. 1959), cert..denied, ... ...erv.....

361 U.S. 902 (1959); Duplan Corp. v. Deering Milliken, Inc., 444 F. Supp. 648, 696-97 (D.S.C. 1977),
 (“Where the patent owner refuses to grant a license under less than all of his patents, however, or requires
the licensee to accept a license under unwanted or inapplicable patents in order to obtain the use of desired
patents, the practice is condemned under the patent laws as mandatory or coercive package licensing. . . .
. As a matter of patent law the inclusion of tying provisions in a mandatory package patent license
constitutes a misuse of patents absent some showing _;usnfymg the practice such as business convenience
"OF necessity.”™). '
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in the unwanted product.: This is ‘one of the issues the United States currently is litigating -

+ “Package licensing geneérally raises no antitrust or misuse concerns if coercion is

lacking, that is, when the licensee is free to choose patents and:is not forced to.accept the-

package.”? Mandatory package licensing occurs when a licensor requires the licensee to

- take a license winder a package of patents; some of which the kcensee doesnot want, in

order to receive a license for those patents.that the licensee desires. However, package

licenses generally.are not unlawful where they are based on technical necessity (as in the

case of blocking patents) or ona'.'legiﬁmate:business considerations; for example, when

transactional costs can be reduced if all patents are licensed in'a single transaction which

benefits both Ticensee and.the licensor, - fo - o ol ol v e s 80
Similarly, mandatory package licensing of patents under the Japanese Fair Trade:
Commission’s 1989 Guidelinesis 'pr_esmnptively-’lhvifﬁzl--“tothe extent necessaty to- o |

guaranteé the uséfulness of the licensed patent.” Thiat is, under the Guidelines technical -

2 MdCullough Tool Co.'v. Will Surveys; Tnc., 343 F.2 381, 407 (10 Cir. 1963, sert. dernied, 383

U.S. 933 (1966) (for package license to be unlawful there must be coercion), Hensley Equipment C’o .
Esco Corp., 383 F:2d 252; 265 (5th Cir: 1967)(package license not unlawful where thers was no -
indication that licensee was in any way coerced into unwillingly accepting patents as a condition of bemg
licensed to practice others), Infernational Manufacturing Co.,v. Landon, Inc., 336 F.2d 723, 729-30 (Sth .
Cir, 1964), cert. denied, 379 1.8, 988 (1965). . . [arises from] the prospect:ve hcensee in order to aooept
licenses: lmder patents that were. e not necessanly needed”) i

o

¢ . Japanese Fair Trade Commission, Guidelines on the Regulation of Unfair Business Practices in
Patent and Kriow-how Licensing Agreements, pt. TL § 1¢12) (Feb. ‘15, 1989), reprinted in translation in
CCH Japan Bus. L. Guide | 48-120 (it is presumptively lawful for patentee “[t]o require thé licensee to -

- accept a license of a plural number of patents en bloc to the extent necessary to guarantee the useﬁﬂness of -
" the hcensed patent”).
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necessity: can justify requiring the licensee to.accept a package:of patents.’. In some ways,
this Guideline of the Japanese Fair Trade Commission recognizes a ]iceneee’sf--desilz.e' 10
license all necessary: patents from the licen'sot rather than to license essential i)atents and
subsequently be at risk for infringing non-essential patents. - S TR
© wivAlo Essential Patents - - e
A licensed patent may be regarded as.a:“product” which is.being sold to the: . - .
licensee by the licensor. A tying arrangement necessarily involves at least two separate.-:
;‘products’_-? 6. There has been a great deal of litigation. and many reported cases involving.
what constitutes a separate product.: It is.clear, however, that a .package--lieenSe ‘which .
includes only. includes_ e$senﬁe1 or-blocking patents which are necessary for a single item:is -
not unlawful. “A package portfolio which contains only blocking patents may be.: " .=
considered:asingle; distinct product. - By definition, blocking patents disclose . i

interdependent parts of the same item.”” - In such cases; courts have recognized:that the -

- licensee is being required to accept only the patents that are necessary to the itemin .- .- '

question, and not those relating to another, separate item. Thus, although the portfoho

may contain doz.ens of patents Of more,_ they are deemed not to be separate

because a. hcense under a]l of the patents is necessary to produce a certam 1tem o

37 Seed. atpt TIT § 1(11) (it is presumptively. lawful [t]o-require the licensee.to accept a:l‘,@sg .
..0f a plurality. of know-how en bloc-to the extent necessary to guarantee the.usefulness. of the- hcensed

" know-how” ).

.6 . International Manufacturing Co.; 336 F.2d at- 729 (“mandatory package licensing of: bloclnng
patents does not constitute an. unlawful tymg arrangement A tying anangement mvolves two separate
dlstmctproducts ’) et : K ke
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portfolio which inchides only essential patents: 0. o i 20 el

« +-An argument also. cin be made that there cani:be:no. coercion — another element.of.

- the tying -offense — wheti the portfolio ‘contains only.essential patents. - The licensee is not.:

_ beiﬁ‘g:fcompe]le_d to take unwanted patents-since there can::fbenq_ unwanted patentsin a-..

Because a license under an essential patent provides 'aécess to a market.involving .
the item covered by the claims in the patent, and because: any one essential patent ls e
sufficient to prevent such access, it generally is permissible to charge the same Toyalty rate
for the use of oﬁe_; or miore: éssential patents. - The royalty rate may beviewed as the price. .
of entry into the particular-item ot market.. In this way; if a licensee absolutely insists that -
a particular patent is not essential and-demands a license withouit:it, :a licensor may:+/.- -
consider complying with such aTequest at the:same royalty rate at which the entire :
portfolio is offered: Thus, the_..]_iCeﬁsge. is free to license one essential patent rather than =
the entire package but the rovalty r-‘at.e::ca_a‘ﬁ:remain thesame:® =0 oon e e

B: ... :Essential Patents In Combination With. -
thlonal And/Or Proud Patents

Where the portfoho of patents relatmg to the partlcular 1tem mcludes not only the
essent1a1 patents, but a]so optlonal and/or proud patents the questlon of wilether a ..
llcensor can oﬂ'er them only asa package is close:r and is generally dependent on the o

prevalhng facts and mrcumstances A package hcense of tlns type is genera]ly perm1ssiblem

o long . the hcensmg pOIlcy reﬂects sound busmess Judgment and is not des:gﬂed to

: Reeford P.'Shea and Preco, Tne.', Blins-Knox Co', 388 F:2d 761, 764 (Tth Cir. 1968) (charging -
.. same royaltyrateaspackageeven though onlyonepatentwashcensedwas notunia“ﬁll where there_ J P

10 economic 0031'01011)
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coetce the licensee to accept, and pay for; a separate “product” that the licensee does not

~ want.: Depending on thie patents that are included; the portfolio of patents may reasonably -
be considered to constitute parts.ofa single distinct product and, therefore ,would not be- -

an illegal tie. Even if a manufacturer might, at ‘considerable cost; be able to design around:: |

one,.of-thepat‘eﬁts i ‘the portfolio, there:generally would be no need to delete such-a

. patent from the portfolio if a license under that patent is desired by most; if notall; -~ /'
hcensees On the other hand, if would be far more difficult to-justify a package license '
that inchides “Competing patents™ that are used for *sepatate and: distinct items. . . o

Competing patents which'provide distinct:methods to-achieve substantially the same goal

generally cannot be “forced” upon an unwilling licensee. -

It is not unreasonable to offer:the licensee'a choice to license either a package of
essential patents or, for'a slightly higher rate, a package of essential patents mixed with:

_-optional and/or proud patents. Factors:in favor of permitting this pricing - include the size

of the hcensmg program, the need for admmtstratlve efﬁctency and the reductlon of

transactlon GOStS

In the contex:t of a smgle hcensor factors that would Just:lfy a package hcense
whlch mehldes more than _]ust essentlal patents would mc]ude the reductlon of ttansactlon _

costs the fact that the add1ttonal royalues above the rate asked for the essent1a1 patents

...are nnmmal, that the patents are closely related to one. another (aud do not read on..

separate ﬁems) that non—essentlal patents are not bemg used to extend the hfe of the

hcense_ and that most hcensees, asa practlcal matter desire a hcense on the entlre

portfoho to avmd later mfrmgement issues. 'Whlle these factors wﬂl geneta]ly Justlfy a.
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that does niot include punitive consequences:: < 1o i L el L

péckage?‘\liceﬁse; if the licensee so demands; the safest course would be to also offer a

-license on some but-not all of the-non-essential patents. -A-claim of tying generally-can-be- - - - —

avoided if the licensee is presented with a-choice for exercising-one option over another - - -

ML - Guidelines == ooe vl _—
L Where the patent portfolio includes patent_s--relating to-a single ltem,xtls :
geﬁera]ly not unlawful to charge substantially the: same royalty even if the ficensee only |
wants to use ‘some of the patents from this portfolio (for exaimple, -the essential paterts |
but not the optional ones) aslong as the !roya]tiis reasonable and is based on legitimate - -
business:considerations; such as:convenience and efficiency. - The Supreme Court has held;é-' o
for ‘example, in its Automatic Radio Mfg: decision’ that it is permissible to have a single : :
license for a number of patents and a fixed royalty based on a percentage of the licensee’s! !

sales that does not vary regardless of how many of the patents are used in'the licensee’s -

- item:(as long as at least one patent isused). : . i

SIS 7 AR 2 Ofy the.other hand, if it could be shown: that the licensor’s refasal to:+. 7 |

negotiate individualized rates was merely a ‘sham that forced the licensee to accept;:.at S

‘significant cost, unwanted patents for distinct items-in-order for the licensee to: secure the::

desired patents; the package license will be unlawful ! e ol e sy

* " Uutomatic Radio Mfg. Co.v. Hazeltine Research, Inc., 339U.S. 827,834 1950). =

1o Hull v. Brunswick Corp., 704 F.2d 1195, 1199 (10th Cir. 1983).
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»3¢5 A safe course generally will be to:-offer the licensee an option-of'a license . ..

under essential patents at-a specified royalty rate, and a combined license under both ..

| essential patents and: optional: and/or proud patents at'a slightly higher rate. ' . "0 aie
4. It should also be justifiable to offer a combined package license at a single-.

rate if that is what licensees typically request as a form of insurance against subsequent *:

. infringement allegations. - Licensors still must be vigilant to:avoid coercion. -
+i:8,502 Yet another possible option is to set-the desired royalty rate based on . :.::
 licensing ‘one or more essential patents and ‘offer to licensees who are paying the royalty

required for use of one or more essential pat_eﬁts.either(i);a-nbn&-assertién with respect to:

the rest: of the licensor’s portfolio or (i) a 'royalty-ﬁ:ee license with respect to the rest of -
the portfolio:- This type of structure would be difficult to ;.challenge and would eliminate ..
tile cost :of -individualiied negotiat_ions.;- O T Iy PE |

IR SEE Wheﬂ-a;-]icensee;-demands negotiation and a license with respect:to i« -
individuai patents, the safest course is to not refuse; but to negotiate an mdividual license. -
The total royalty for a custom license which:includes at least one essential patent may be
very close to; or even be:identical with; the package rate. Aitliough:the'courts arenot’
unanimous; ﬁxicing ‘a customized ']ieense.-forsfewer:pétents at virtually the same rate-as a- - :: -
package license can be justified because (i) the package license rate is.set as a fee to'enter:. |

- the-industry-and-produce the tem (the custom license provides the same essential right)...... oo

and (ii) an individnal license increases the transaction dosts of the licensor, the license

mmst be negoriated and future potential nfringement monitored (because the licensee has

3
i
4
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elected not to licensé the entire portfolio) and these additional costs may be reflected in - ;

- -the royalty rate for the “custom” license.

Iv. Conclusion

As long as the hcensmg optmnsbemg cons;deredare Justlﬁedby sound business

constderations and there is no evidence that the licensor is attempting improperly to

leverage its power over some patents:_“t"\(} force the hcenseetotake Iess :d:;esirable licenses,

the licensing practice ouight to be deemed lawfal. #7017 s

e e Sy i S e A e g
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Along with the increase of the PCT applications all over
the world, the number of international applications in Japan has
substantially increased. Nevertheless, the number of PCT applications

in Japan is insufficient when compared with that of PCT applications

.in Europe and America. This article compares the cost between the Paris
route and the PCT route based on answers to questionnaire from Japanese
and U.S. members of PIPA. The questionnaire inquired about the members

general use of PCT applications, reasons for use, and 1mpre531ons of

the international search and 1nternational prelimlnary examinatlon.

This article also discusses whether there is any difference in the

advantages of PCT applications from the Japanese and U.S. companies’
stand points. Further, we propose in this article measures for
improvements of international applications for the transfer of current

international applications to a global patent system.
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‘I. ‘Introduction . -
-Théi;number_=of;;international_;applications;ﬁ(hereinaﬁter;;BCT
applications)-under.the Patent Cooperation Treaty (hereinafter.PCT -)-
has;rapidly;incréésedgsihce.l9905~éﬁd.recénﬁiy £ﬂeéﬁu@béf“Qﬁ,§¢T
-applicatiéns in Japan-has:also increased.. -However, cqmpared;withithg

number of PCT applications!in;Europe'and America,.the number of PCT

-wapplicationsﬂinﬁlapan@is%insuﬁﬁiciEnta@being@onlywone@ﬁoux$hwoi~thar“m"__

of “the U.Su. o :
2-‘InaJapan,-some;indﬁstriesfandacompanies have already started
usingaRCTfapplicationsjpositively,rbutyothers,meﬁeiy.usepinternal
priorityfforesupplementinghtheecontentsyKOthérwise‘theirnuse of;RCT
applications remains. under the emergency -situations. when time is
required to fill_ English specificationsmg@In,Japan,wit.is¢believed'
that aPCT :apptlication;-costé a-lot and that its procedure is complicated.
These:arewreasons-whyygthere:are;so few;PCT applications in:Japan.
In this article some of the advantages for compénkes;tqﬁusaﬁncT
applications are discussed based on the questionnaire results
collected from Japan and U.S. membersﬁﬁaSawall;as;sqme-inthe
disadvéntagescand;problems of the -current:PCT. application system.
Furthermore this article:also purposes measures for improvement to.lay

asfoundationifon;the;transitﬁpn.to,a-giobal;patent;system.r--w

II. PCT system .
1. Patent.Cooperation Treaty:

PCT was executed in 1970 in Washington as a:rpatent-treaty for
the?mainﬂpurposesanﬁreducingyduplicated;eifortsgpn;the;part~of the
Patent Office of each country-and applicants,. thereby to assure easier
and economic ways of obtaining protection for inventions (see the'
preamble of PCT). |

PCT has two main purposes: promoting cooperation in the field
of procedure of patent applications, and cooperation for  the
dissemination of technical information and the organization of
technical assistance.

The first'purpose has been effectuated by the establishment of

the international application system (Article 11 of PCT).. A patent
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application which is filed under PCT has the same ‘effect-as:that of

a national ‘application or as' a bundle of actual national applications

.in each-designated stateiﬁifVSPecifié~:EthremEhtsLare'satisfied;sr
‘The second purpose has been effectuatéd by the establishment of the
iﬂféﬁﬂatibﬁ&lWSearch"sygtem‘XArtidle?15iomeCT}1and"internatidnal
ﬁreliminarytexaminatién'sYstem.(ArtICleLBB,ofﬁPCT).;gResults of :the

above ‘search and examination 'will:be helpful to applicants as: data for

evaluating applications, and also be helpful to the Patent Offices
because they can reducée duplicated efforts: of search and examination

by effectively using such results. For a state'where the ‘examination

system is not prepared appropriately, the international search results

‘will'serve as an'effective technical assistance,:thereby-encouraging.

examination stabilizing the rights.
With these objEctives,'niﬂéty;five states”actually_had*access
to the' PCT as of March 1, "1998 and fifteen states are:thinking-.of

accessing to ‘the PCT.

2. PCT application system: .

For ‘the  aforementioned’ purposes, one -application; :in" ‘one

language, filed:with one .office; that-is, one application procedure

can give you the ‘effect of ‘national "application procedures: in each
-designated state, including amendment. Furthermore, duplicated
efforts can be reduced if the Patent Office of each designated state
uses an international search report or'anrintefnationalkpreliminary

examination reporti = oo

“.r There are various patterns.of.PCT.applications, and the outline

of a“flowchart of "average application: procedures is shown ‘in Figure

1
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Figure 1. Flowchariﬁof;Pgﬁgapplication procedure:

_ Internal appllcatlon flllng . "Internatlonal appllcatlon to be filed within twelva

(prlorlt datey - < - rmonths™ (declaratlon“'of prlorlty _under Paris
1 : [Ponvention) :

International phase ToUECC @7 po designate a state where an applicant desires
: to flle .an, application.- . Prlorlty date of the

des;gnated staté can be secired.’
. @ An appllcatlon can be filed in a language which

Inﬁérﬁationél phase

National phase

s ¢' i . ’ “Ehe ReceiVing OFfice [the Patent Offide of its
) . N .. .. ...  own state) accepts (on_qr‘afper July 1, .1998).

International ‘tearch report - @  Report  will 'be “prepared by the iinternaticnal
Searching Authority either within three months
fron the receipt of the'search copy or within nine
months from the prlorlty date, whlchever'explres

Vlater. :

International publication . =~ @  International publication. shall be effeg¢ted

T e e AT R " promptly after the expifation of dighteen months
from the prlorlty date by the 1nternat10na1
‘Bureaui’ ’ :

L] International publlcatlon shall not be effected

5 if 4 designated state”is the U.s,” only. L

" (Request.. ‘for ' intefnationdl® 0**'Appllcants ‘canfreely regiest: :
prelimjnary examination) i An opportunity to offer a prellmlnary declslon
A Y g0 el DEO0 0 U Gofi patentabilityiand amendment .
* National phase entry Wlll be extended further for
mor ten’ months :
] Choice of states can be added by subsequent
decision.

Naticongl phase entry is decided @ Transition will be effectuated by submlSﬁlon of
translation  of international’* ‘application
documents and payment of natlonal fee.

Bntry " inte’ ‘mational’ 7
phase of a de31gnated
/elected state

ErahInatToh by 7 BRI B T T YR s e
dei£gnated /elected . des;gn]:ed /elected .

Fstate s T © gtates e

Patent rights : ‘”J”PaféﬁthighEs“J R
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3. Present situation of.PCT- app-licati‘ons*

Concernlng the situation of use of PCT appllcatlon, statistics
1f§f 1997 by;WIPO are‘shown in Flgures 2 to 6. “The number of PCT
applications and states, and the rate of demand for 1nternatlonal
”rprellmlnary examlnatlon are shown in’ Flgures 7 to 9.“__

Use of PCT appllcatlons has rapidly increased since 1990. It

‘“seems_because the number*of_member states of PCT 1ncreased, which is

-heipfulﬁto companies filing applications in many states. U.S. conpany

..occupy approxlmately 40 % of PCT applications, and Japanese, companles

”hoccupy approx1mately 9 % thereof.
o Demand for 1nternatlonal prellmlnary examination 1s requested

for 80 % of PCT applications worldwide, but it is made only for 50 %

””jn“Qanan, Internatlonal prellmlnary examination is not sufflclently

“"lised ih Japan, which is similar to use of international apgllcatlons.
““Oﬁf”queéfibﬁsairéffeveélsﬁsiﬁiiah results (Figure 9). Apnlicants in
the.U.S. seem to attach more importance than applicants in Japan to
such advantages as;.the evaluation of an. 1nvent10n can be delayed by
‘a demand for . open prellmlnary examlnatlon and the cost can be saved

Nhgby the cholce of states Where appllcatlons are flled-

III. Research and con51derat10n of economlc advantages of PCT
appllcat:.ons oL L T e '

1. As prevrously consrdered by varlous artlcles, members of worklng
group, the third commlttee, PIPA researched and con51dered economic
advantages of appllcatlons through a PCT route compared with
. appllcatlons through a Parls route. The results thereof reveal the
following advantages. ' o :

() The mest effective economic advantage, which has been pointed;out,

local attorney 8 fee,r translation fee, typewrltlng fee, etc ) by

stopprngnatlonalphaseentry1nunnecessarydes1gnatedstates}elected

states). Attached data shows a typlcal _ase ‘of the above,_byiwhlch
the extent of effectiveness of appllcatlons ‘through a PCT route 1s
compared with applications through‘a%Parrs”route B

@ As for the fee for translation into_each 1anguage,”applications
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through.a Paris route often need:attorney'surgent fee, but applications

through a PCT route do notigenerally:need such: fee as:sufficient period

is-available for.translation:.:-

® 1In many national-offices (JP; EP; .US,: CN, etci), examination fees
in the'national phasé issigrniificantly reduced by internaticnal search

and/or. international preliminary examination by the European:Patent

OfflceortheJapanesePatentofflce L

@: ' only one certif ied 'copy,- of priority documents miust-be submitted:in
international phase, therefore, thecost for.ocbtaining such decuments;
atf_orney' s fee, etc: canbe reduced.(if the first filing state is-Fapan;
only a request for delivery of priority document must be filed}. -w
® :Amendment in international phase (Articles 19 .and 34):is effective
for all:of the designated;‘ states.. Therefore,: the' cost -and .so -on
(official fee and domestic or local attorney's fee) of amendment either
voluntarily or in response to an office action in each state after:an-
application is filed through-.a Paris route can be:saved.: '

® The concept of unity of invention which has been-provided:for:by
PCT is accepted by all of: the:designated:offices. . Less restrictive
unity of invention requirements permit a reduced nﬁmber of applications
in:the U.S. resulting in the .reduction.of.the: cost: for .ole or; mofe‘
divisional applications.

@ 1In such states where patent maintenance fee arises when a'ipatént
is issued. (US, NL,:JP; KRY),.the.cost generally-occurs later :(however,

as ito JP-and KR, ti:he pericd. of:request for examination:is the:same;
therefore; occurrence: of the cost: is: the same as that of applications
through a Paris route if a request for: examination-is filed just before

the ideadline). oo worame e o

2, -Comparison:.and consideration of .the cost:of: an-'ﬁ‘:i.n_ternational--
application:through a: PCT route and a-Paris:route. .
' There can:-be various-forms in PCT applications,:and:the:cost

is :compared by :the:following :conditions.

- aAcasecof astypical application’{spécifications in Japanese-45 .

pages: includihg.irdescriptions; .-claims; . labstract “and:- drawingsjy

corresponding specifications inEnglish-50 pages; the number . of.claimsy



10, the  number: of -applications: on 'which: a .priority: is<based: 2
translation: in mational: phase<from Ehglish to each=language, request

. for = international preliminary examination=yes},::where: & .:PCT

application which only designates Japan is not filed.':: - oo -
#oo s Fees  shall be calculated: by a-table as of:April: i, 11998, and
eéxchange ' rates” shall ‘be= 1’ Deutsche mark=70: Japanese yen, 1 U.S.

dollar=130 Japanese yen.

* . Case ‘A-Application ‘through a PCT route :or 'a Paris.route which

designates eleven states or regions (including JP,~EP; US, and others
| consisting of two English-speaking states and six non-English-speaking
states): %

* ‘Case” B-Appli¢ation: through a PCT route. or-a. Paris ‘route which
.designates | six states .or: regions.(including: JP,:EP,~US and others
‘consisting of:one 1English—speé.king state and two'non-English-speaking
.states) -

* Case C—Application:...through a . PCT route. or a:Paris’' route: which
designates three:states. or.regions:  (JB, EP, US)"

* .Case D-Application to Japan: only:(application to ‘claim national
priority). - ' '

Results of the calculation as above are shown in.the. attached paper.

3. Comsideration: : -

+. Although -a - result :.is';'s__ubstantia'lly‘f‘-variable depending. on
exchange rate and domesticrand local attorney's fees, ‘an '::appiication
through a PCT route costs more than:an "applicat'ion' through a:Paris route
on:’c.onditign,-_th.at :national. phase -entry:occurs to . the same extent-of
that of international phase, which was anticipated from the beginning.

However, if there are at least some states where there is no national

_phase_entry, the. cost can bé’ reduced.: Especially, if:it is:a ®PCT

application in Japanese for which:there is o national-phase entry:-in
foreign states, translation fee is not necessary at:all; and ‘the cost
advantage is extremely large. : Results of questionnaire to U.S. members
show .‘th‘atj.:m‘any of them think -PCT applications: reduce dost. = Those who
do.not think PCT applications: reduce cost:even:think that cost can:be

saved by withholding national phasé entry. :Therefore, recovery of the
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cost: by means. of- withholding .national phase -entry in -unnecessary

designated states (elected states) seem larde for:both Japan and-the

However; even in-the.case of national phase.entry which-happens
to: the:  same-extent- of - that  of -international - phase; taking:into

consideration an economic advantage mentioned -in: the:above @), ®,:®

o pr80di(@y-Which-are - rather not-visible-andwhich-have-not-been-considerad .

in the present calculation, there seems-tobea greater overall-economic.
advantage in applications through a PCT,route than applications through
a ;-P.a-"-fis,-'arouteg,.-:- emR Do T : .

- Although many.Japanese companies know that._theré will:be a. cost
advantage if national phase entries are canceled;. they -do. not have

internal procedures to decide states where applications are filed

and ‘to change ‘states. . Therefore,.they cannot.get a cost advantage -

because they carry out national:phase entry in all designated/elected
stdates. Therefore; such . .companies:need to change internal ..
procedure:for deciding foreign applications to. gain a-sufficient cost
advantage. -

~Taking inte.consideration-the fact that: there is:an invention
whose technical value or states where application should be filed cannot
be correctly decided at .the-time of filing an:‘:ap‘pliéation,-' . PCT
applica-t.ic_:q.s., ‘whose: determination period can be extended.up.to thirty
menths, can beé regarded as.a-sufficiently advantageocus method if a cost
advantage is examined-not for the sole application:but for the wholé

of foreign applications.. ::-.

IV.. Research and considerat ion of practical advantages in PCT
applications ..

¢ wPCT is.an _intérn‘ati'onal' treaty:relating to patents, which-intends
to pro’moté Pprocedural: cooperation- by anifying-filing: procedure, to
disseéminate technical ‘information and to promote.technical assistancew '

In order to effectuate.the above main purposes,; such systems as the

international. applicaticn  system, -international search system and .

international preliminary.éexamination ‘system have been established.

From another point of view, 'more:checice  to file foreign
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applications ris available to applic¢ants, who have to-make ‘efforts:to

salect: a‘:‘,-f-’._'i_]_‘j_n'g spoute, e D omenn fmmirae L ros i

As mentioned below, PCT applications and Paris priority

applications- respectively. havée. their -own''characteristics: Mere
increase of PCT applications does'not bringin any economic oxpractical
advantage -for applicants.:« If applicants want to:obtain patent:tights
all over the world; they should realize characteristics'and advantages
of“PCT  applications:to utilize :them. =

-iThevfolloWing are the resiilts of research and consideration:.as
to ﬁrocedural and practical advantag'es of PCT applications on thebasis
of='answer.§ to-the:questionnaire distributed to:membericompanies of the

third committee 'of (PIPA. " - =

1. Criterion.of a decision asto.whether an application.is filed
through a PCT route or a‘ Paris route?: i in: tno wnnos v

Some member companies have a firm:policy;-that is:"all foreign
applications’ shall be'f iled through:a PCT-route™.  However,; many other

member companies both in Japan and the U.S. do not have suchistrict

internal ‘rules, :The fact is:that the person~in charge:of  the said

application seleects :at ‘his/her: discretion whether  the- application
should: be filed. ‘through {a’ PCT route .or not. :

v i i The reasons why they select a'PCT route are:<1> applications

should be filed in ‘many states, <2>the economic value:of-an invention

ig unknown, <3>.the-remaining of .p'ri'arit-y-per‘i‘od:—i‘s:-‘shorti: at: the time
when foreign applicatioﬁs are decided, etc,. i -

- Especially, the reason of <2> as above can be justified: if the
time'of 'actual market ‘entry-is’ not yetidecided;-the invention :relates

to leading-edge research and development, or if the patent’ should:be

_obtained all-over the world in pharmaceutical industry; because it'is

"difficult tovsufficiently’evaluate: patent'ab'il-i-ty-'V"bef‘or”e “f£iling an
application.’:That's whyanadvantage of PCTapplications wouldbelarge
since .the-number:-of designated:states:can::be appropriately .reduced
subseguently/after an:application is:filed:< In this case the. period
before national phase. entry ‘is-helpful-for: realizing ‘economic -and

technical value ‘of-the’ 'appiicati'on's .
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». - Not to:mention the reason of <3> as:above has a meaning of last..
minute urgency. :Especially, if an application.is filed in Japanese,..

a foreign -application necessarily involves: translation, -and there is-

an advantage that the deadline for submitting translation .can :be.

extended by filingthe application through a-PCT route... Moreover, there

is.:another.advantage: that-.a longer peried. for. ‘t_ra_nsl_a-tion' -can, make

2. Administrative-advantages.and disadv_an,tages of PCT applications.
“woooOverlookingof the outline of the PCT application system gives
you nothing but a good impression as to patent administration: Do PCT.
applications bringian administrative advantage to member. companies. in
strict -accordance with- the ‘purposes? -Or .can-the -current.system be

regarded firmly:for promoting:use of PCT?

2.1. Administrative advantages..

Many member companies both in Japan and the U.S. seemto realize.
the: advantages with regard;to-a bundle of national applicé;tip,ns and |
the extension of the national procedure. . As for the first advantage,.
it is. very significant.for Japanese companies;to.secure-a filing .date,
worldwide-merely by filing an- application in Japanese.. . -.

As for the.second advantage,:it is ;advahtage,ou_é because.Japanese.
companies. can. sécure: a period ‘for..evaluating.an. invention: ;and
determining: - patentabi—iity: by: delaying.:substantial . examination,.
withdrawing the application and deleting: designated .states, and

extending the period for submitting translation.

2.2; :Administrative disadvantages : . . .

oz The first:disadvantage:is in the consistency with the-existing
internal routine.works. Many Japanese. merrnber;gcgmpanie_s_:_-;.suﬁ?er_;;{_--:‘
from inconsistency between internal routine works.established. by

conventional application. procedure- through, a Paris route and PCT

application: routine: works.:- In .such companies, .routine. works. -for.. . ..

foreign applications- and ipatent :administration: -systems. have been

already made:up. on:the basis of.applications through a Paris route.
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Moreover ,'many of themoftén decide whether tofile foreignapplications

oriot customarily after the'expiration of Paris priority period.  Under:

these-circumstances, ‘promoting. use of "PCT-applications. results in-

additional filing routine works. @ -

. Establishment -6f two different filing: routine works iin one.
company-and preparation of patent administration’systemfor supporting:

“the two £filing routine works would cost a:1lot. - In'addition,’ the parson;:

in charge of patent administration would suffer from a complicated
business practice to‘maintain two filing routes simultaneously.

©777:.On‘thé other hand, PCT has an effect like a'bundle of -national

applications, however;  if" it! enters into: national phase, 'filing:

dc}cti‘in‘éﬁ-ts'. Wh:.Léh', neet each state's procedure should be'prepared; which:
is’ the “same as ‘the procedure of ‘a.Paris:route: '‘Some even . deny:
effectiveness of PCT applié’é’ti’oﬁs by saying<that they need to.make:
efforts to pre'pare international filing documents. Some also say the
procedure itself of international applications by. means :of ‘PCT. is.
complicated. "~
‘“Management of ‘deadlines -is difficult-'since’ PCT +has :its own
deadline and'schedule, and adopts a'prineciple of delivery date as'well.
Jép‘ane“sé --‘cbmpanies-:po'iht-'”out that &4-PCT application: has.an advantage’
" but the procedure thereof is complicated. 'On.the other:-hand, U.S.:
‘companies do - ‘not think the complicated ‘procedure is'a problem; which
is differenit from Japahese companies' view.  Such'difference in opinion.
may be the ¢cause of ‘the'disparity in the number:of:PCT applications

used by Japan and the U.s, "

3. Possible simplification of the procedure of PCT applications

The first administrative disadvantage of: PCT applications was:

...about’internal routineworks. '"Is it.possibletosimplify the procedure

of PCT applications:under these circumstances?" This question was put
to member companiés.’ _

‘rMember compalies who answer-that it is possible to simplify the
procedure commonly say that it depends on "howtouse PCT.applications”.:
One - of ‘the companiés 'answered ‘like this,  "if most of- foreign

applications are filed through a PCT-route, it is'possible to simplify.
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internal routine works.": This shows the fact:that the coexistence: of
two:different. filing routes in:ohe.company is not preferred. .:. ...

PCT system intends to reduce-applicants' duplicated efforts,
but some of member companies stubbornly. insist that "PCT applications
have: their unique: complicated procedure".:

If the number  of:states: where nationéljphase-entry‘happensuis.-

Ty
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!
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~not-large-at-the -end:-of<the-procedure 7two-procedures-of-international: .

phase and national phése-are necessary,~whichais:more-qomplicated,as;
compared with a-Paris:iroute:and ﬁhichfneeds more practical business
efforts. '

' Some even.point out that the procedure of international:phase;

is’ complicated.  Such opinions: as "a form of filing documents-is.

‘complicated™: and "management of ‘deadlines and:clerical .works, such-as:

an’ instruction ofamendment. under .Article: 19 of PCT, request. for:
translation, request for procedure in each state seem more than those

of a Paris route" clearly express the above actual. circumstances.

4;“iPractical;advantagESNand'disadvantag95wofaPCT'applications‘w
"~ .'Procedural.. advantages and disadvantages of: PCT. applications-
have:been- discussed as the above.. Practical side of PCT.applications:
will be reviewed as follows. _
“Member: companies’ answerSfto~a,questibn-about.the practical -
side. of PCT applications: anticipate.an effect as:."a bundle of . .
national applications" which .can cover many states only by:: . ... i
one:application.
oot Also, many: cof them are in favorfofwinternationalisearchfand_
international-preliminary: examination. : It seems because they expect:
the examination quality of. less experienced states will be improved.
by 'positively utilizing a search:.report and a preliminary examination

rePort.-'SomewJapaneéermember'companies‘obtain tlie . international

— searchﬁ-repbrtg‘frdni-thE' Eurcpean.. Patent. Office. by filihgu a: PCE:

application in English.. o ..

According to the PCT, there is no limitation as:to the number. .. .. ...

ofi¢laims when an application is filedy-and-as:-to the fee: pursuant to

a’ . form: ‘or the. number of. claimsi. Two or .more categories in one :PCT

125~




application are “accepted: to’ the extent:that ‘unity of invention .is:

complied with.: ‘Some of member companies expect to obtain global patent

" .:on ‘the other hand, some Japanese.member :companies realize .a:

practical disadvantage, that is,. it is disadvantageous.over obtaining.

patent’ rights in an early stage, but U.S..companies: do not think they

are disadvantageous at-all. However; it is :possible to avoid -this.

disadvantage by entering early national phase: .

. . Apart from an effect in: the delaying. of:national eXamination,:

it seems wise to avoid the PCT route if an application relates to an.

important technology which-will not'be . used for:a: long time.:. Thus,

‘some membier companies, if desiring to obtain the patent right promptly

inthe'U.S:, adopt such tacticsas eliminating the U.8. from designated:

states and filing an application in the U.S. through the:Paris route..

5. International. search .-

Most of member companies both in Japan and the U.S. consider

the fact that they can confirm'prior arts before national phase entry:

as ‘an- advantage ‘of i‘international search.- Many-:¢ompanies: conduct a

search’ of prior-art internally before. filing:a foreign application,.

nevertheless, the advantage of internatiocnal -search . report 'is.

~ considered to be 'significant by:applicants. However; some-say that

the quality of international search: is sometimes not-satisfactory,.
depending :‘on ‘ ‘technical - fields ' or .. the . International:-Searching:

Authorities. In addition, it is pointed out that the quality.-of search.

results -sometimes  vary  depending on the :International -Searching

Authorities. It is alsounknown how.great effect a search report -will:

give'to other countries’ -Patent ‘Of fices depending 6n the International;

defines'unification of:the International-Searching-Authorities as the:

final target.® We would like ‘to expect that objectivity: of search:is:

secured by unifying search data of the Japanese, the U:S., and European

Patent Offices.:

o In'thisspoint, we' can appoint the European:Patent 0ffice as the:

International Searching Authority and-the. International Preliminary:

—126—

_Searching Authorities. The provision of PCT:(Article 16, (2) of:PCT)’

e .

e et e it e e e .
RS



Examining ‘Authorities by filing:a PCT.application in:English, since.
the European;Patent Office is accepted: as.:credible worldwide, and.
applicants . can ' receive..an . .international  search .report  -and . an

international preliminary examination: report.in English. .. :

SR SRS UV U PRI S

vl We.can alsoexpect to reduce the number;of office actions received:

on-ueach-'nat'ibnal phase: by :correcting or:deleting claims pursuant to-

~thereof, ‘internal -employees' efforts:-and local attorney's fee can be.
saved -as: well.: An international search report also serves .as:.an.
important data to.decide whether to-enter-into: national phase or not.:
Economic cost advantages can.be further-raised-by strictly selecting

‘designated:.states. . .~ :
Many point-out handlingiof unity of-invention in-international:

search as unclear;

of PCT, -+ Some:. do:.not know what to do.because:-unity;of- invention in. |
" international /' .phase is . different..from :that .of. national . phase

practically. If a requirement-of unity: is strict in-national-phase,

the possibility of global patent:would:be smaller to.that extent...In

addition, handling of unity as to.equipment , methods, media claims with:

Fih o L R e e gt i s e

respect.to inventions re'lating-:_zt_o software;, which:is getting more and

more complicated recently, . is totally -unknown.
Méanwhile, in China applicants are obliged to, .submit - -an-
examination result: of :the.corresponding foreign application, and an

international search report canbe used.as theabove examination result.:

6. International preliminary examination -

6.1, How often:  international preliminary-examination iis-used

As already explained, it is necessary for an applicant to request:

; for international preliminary examination if he/she desires to.(Article
; 31, :(3) of PCT). . As compared with the U.S.,..not only.the number of
o _ :
N PCT applications is small but alsoc the number: and rate of.requests:for

‘ _ S8 :

international preliminary examination of Japanese companies is.smaller:
than that of the U.8. companies. (fiqures 2, 4, 5 and 6 of attached ...
paper). o

Figqure 8 shows answers of member companies to a question.as to

et
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how'often:internationalipreliminary-examination-is requested. A few:
Japanese mehber ‘companies. - answer - that:.they "always 'réquest: for an.
international preliminary examination.or theybasically do not request:
for an intermational preliminary examination.. 60:% of~Japanese:
companies: ‘answer " that‘‘they  sometimes: ' request:: for: preliminary
examination. - -Howe've’rs;-f-mériy ‘of U, S ‘companies-answer that they request

for rpreliminary - examination for :70. %: of  applications:ior more.:

Approximately 50 $ of both Japanesé:and U.S.:companies answer ."no" to:

‘a‘question as:towhether there is-an internal rule for deciding whether

. international p'r'eliminarys.i.examina:tion"-"shoﬁld‘.ber requested . or noti.

However, many of U.8./companies.which answer "no" to :the';abqve'- question:

have requested for international preliminary examination:for 75.% of:
PCT applications or more, notwithstanding their: answWers, =

... ~On.the other hand, the reason:why:Japanese companies do or do.

not request:the-international preliminary examination is:almost the

same.-as the . redson why ‘UvS.:companies: do ‘or :do not filé:it.:

¢, The reason why they do.demand for the international preliminary:
examination is/ tosave time up:/to-nmational phase entry,.or to:
obtain new: datafor détermination: whether they:should go into’ the
national -ph'éi"s"é‘;-'=_ ¢ Preliminary examination’' .is ‘sometimes requested
because an applicant hopes to:prolong:-the-déadline . for: 'submitting:
translation."” '

et Onitheétother hand,: the reason :_Why”theyué.io not use-a request for:
the international preliminaryexamination is because it isunknown how
"effectively the report of the international preliminary examination
has in each designated counttriesi ‘:Conveérsely, handling-and effects
of an interné’ti-oﬁal'-prel‘iminary."ex"ami_naition ‘report.iin.each state is

desired to be expressly stipulated.: .

. Companies often abstain from demanding for the internmational: =~

p'rel!im:tna'ry--'-fex'arﬁinat-ion- if ‘they hope ‘to:obtain® the patent: right
. promptlyi -Some of ‘them-answer that evaluation: of an application can

~ be sufficiently performed only by an:international :search. report.:

6.2. Advantages and disadvantages of the internatiomal preliminary

examination i/: ¢
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Ll A‘_-;-basic'-advantxage in.requesting for: international preliminary

examination-is that they .can. obtain a:preliminary -and. non-binding

opinion:as to-patentability in’ international phase-and that they can

gave. time -up:to: -na}:ional; phase:entry.

=7 A8 -in -the case ofinternational:search,:few: member companies.

consider internaticnal:preliminary examination.system: itself:as. a

approved by applicants.
Having said so, there are some-concerns, that is, it is uncertain

how a result of preliminary-examination affects examination.in.each

state, or it is desirable to clarify the above uncertain circumstance,.

determination criteria:of a preliminaryi examination report depending
on the International:Preliminary Examining:Authorities. .- .- ...
«c:oooIn particular, -a ‘preliminary:-examination —repoirt.,— which s
prepared by the Japanese Patent. Officeas the International Preliminary
Examining :Author-i;tyﬁmight:-n'ot‘be__eas ily referred to because of language
difference. - .Oneof ‘member.companies .says: that they: never. Trequest

preliminary examination because such preliminary examination:.is mot

often used in other:states’:national: examination.  In order.to-increase

the -use. 6f preliminary- ex-amination,vih:‘_Jap‘an_; up::to_the same-degree of

the U.S. -ox over

-» .- -Meanwhile, international-preliminary examination can.give data

for determining.patentability in a .designated. stat_e__;where«--_exgmi_na,t_;ion

system. is:; not prepared: appropriately, swhich-is- an.-advantage. -For

example, a patent law of Singapore:provides-that: "patent shall be .

granted to a PCT:application which receives international.preliminary
examination irrespective of:a result.of such preliminary-examination.™
By-:such provision, internaticnal.preliminary examination ~has- been
actively used byanational.-ekamination. /Preparation of ‘a.protocol.has:
already-been  started by 'such states..as.respecting.an international
preliminary: examination report 'to the ~effect - that . a. result  of
international preliminary examination:-affects national examinations

Filing.a-PCT application:in English makes. the: European Patent

Office the International Searching:Authorities.and the International
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Preliminary Examining Authorities. ' Once'a favorable ‘international

preliminary examination report can be obtaitied, the European ‘Patent:

office 'basically grant a patent promptly, therefore; the right can be:

obtained in an early stage. China-“tends'to respect international
preliminary ‘eXamination  prepared by the : European “Patent - -Offide,

therefore; office action “in:China can be reduced. . =774

7. Conclusion

.- Recently the’ number of PCT .member ‘states has “increased, and

_gl’obal-?fpatent' ‘e¢an-be obtained:worldwide:through'a PCT ‘route more and

moreieasily.

L PCT 1s'a’ treaty which -intends” to unify the.procedure, to

disseminate technical information and to'promote technical assistance.:
The ma':'i.n'pufrp'o‘_s'es of the PCT‘are:sufficiently accepted and approved .

by each company-as‘ an applicant. ‘Also, filing ‘a ‘PCT application

pursuant to certain tactics'bring in certain’interests, which:fact has
been already demonstrated:by companiesas applicantsi'utilizing PCT

applications positively.. . =

. .However; it is.revealed-that a company ‘as ‘an applicant which

intends - to. start ‘using-  PCT.-applicationsifrom now.might find some

obstacles or. problems, :bécainse PCT. applications are complicated, and

s0 on.. . Ityig dlse revealed that a . problem exists in /PCT application

system itself (at least a'matter which anapplicant thinks as aproblem)
if ‘an applicant:hopes’ to enjoy the ‘benefit of PCT applications-—in:a
true sefnse.” Advantages ‘and disadvantages :revealed in questionnaire

are ‘described ‘in the!attached paper.. .. .

. -'I'n"'ord'er1-to'--p'r'omot'e further use of PCT applications, applicarnts

 must resolve quite.a lot of problems, suchias establishment of ‘internal

preparationiof a system which is convenient to applicants should be

considered, such'as simplification of filing form and filingprocedure.

Japaneése companies which file-an application in Japanese have problems:

" relatingto'translatingworks'and the time thereof, handling of a'search

report &nd "an ‘examination report’ prepared in Japanese.

cuilvConcdentration of non-PCT member states in-Asian-area including
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Taiwan cannot. be. ignored:-by companies. as. applicants which place
development and manufacture sections-in-Asian-area. ...

! i, ~Although :there rremain. several problems; Japanese.:member
,coﬁpéﬁieagofwthis Cqmmiftéeiansﬁer-that-they:intendfto increase PCT
applications further, .while U,s.-member.companies-answerwthat,the?

intend to maintain the present status. These answers reflect::the

: In other words, the current system . and-internal routine works
contain: quite a few problems, but advantages:-of PCT:applications-in
;filing;applicationsjin-manyistateSy:and}the meaning of‘international
.search;system1andaihternapional-p:eliminarycexamination;sYstem have
been.accepted and-approved.by:applicants.:

' Wewouldlike to _give,‘an;.eye_t__o-the trendof use of PCT-applications

An Japan.

N From «.;PC'._L'}-,to_: .global. patent . .system - =

ww: Recently there has. been much discussion about:global:patent
system, however;  the;most. practical. method ‘seems ‘an-improved:-and
extended PCT -.application:system;  because there will be. no.need: .to

establish a new system. Having -gaid so}:currently-PCTnapplicatidn

system is.the closest:to global patent system, but in:fact:there exist
.several..cbstacles to overcome. ::Thus;.on .condition that’ every :state

Aaccesses. to PCT, we would-like to offer a proposal. in this article to

approach: global: patent: system by taking into: account'advantages:-and
disadvantages ‘of -international search and international preliminary

examination which have.been discussed above..:. @ .~ .-

1. International-search. .. - .:

.. In spite of .PCT's purpose to avoid: duplicated efforts: of each
state{s;Eatent;Office,,itwis;notuclear1how,an.internationalwsearch
rgpgrt¢ha§4beeﬁ1used,by_theﬁPatent-Offiqe of each designated state.

To be honest, if the search was carried out by .a search authority in

another state, the.Patent 0ffice would: conduct search again after

national :phase ‘entry. : One:of the: reason -of :the above:is' that:the

contents of data are varied depending on search .authorities. @ That's
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“why ‘search.will be carried out' again despite'search was conducted by
' the International  Searching Authorities.: ' In' order to solvei‘siich
:problem, it :is necessary for "each the :Internat i’bna'-l‘?.“ Searching
‘Authorities to be:able to'use:the same:datid. ‘Such movemént ‘has ‘béen
‘brought: by ‘Japan, ‘the U.8. ‘and:Eurcpe’ in ‘abcordance’ with the above
<demand. ' :
Another problemof international search would bethat of Tatigiage
‘in ccitations. . For example, :if '‘there: is ‘a. corresponding patent
‘application of the'citation; it will be mentioned in an ‘international
.5seérch: report.. However, if the citation:is a Japanese patent; it'oftehn
-does ‘not ‘have any corresponding ‘paternt application. * In such ‘ddse’ a
result of search conducted by ‘a‘ search  authority might ‘not: be
ssufficiently utilized *in examination of ‘a:designated state! _
Our proposal is that, if filing language is English,"or if a
translation has been submitted before internaticnal search, the U.S.
Patent and Trademark Office,: the ‘Japanese Patent Office; and the
‘European -Patent Office should respectivély ‘prepare a search report
ibecause: curfently*the‘ir ‘data’ are:most complete. The International
‘Bureau collects. the three -search’ reports:and further ‘prepares ‘a néew
:international search: report. Furthermore, the Interiiational’ Butresu
‘should prepare ‘an international ‘search report in“English'énly;“or in
saven open- languages. . If language ‘of the citation is different the

:search -authority 'is "res_ponsib-ie' for preparing nedessary translatiohn

;upon::request -of 'the :Patent. Office of a:designated state. ' According

to this ‘proposal, a search. report will be more ‘credible;  and each

designated state will be able to use such search report'without anxiéety.

2. Demand for international preliminary examination: =70

i::Secondly, in.international preliminary .ex

examination’ is: carried out preliminarily ‘and without'binding forde in

. international: phasé.  It: is ‘nedessary:to enharnce binding force of
;international  preliminary . examination ‘in' -otder' to . improve' PCT
application system ‘upto” global ‘patent ‘systeém.  The ‘réason why
dinternational preliminary examination is fully utilized ‘i's ‘that -

the effect .of international: preliminary examination differs or’is
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unkndwnxupdn!entrY”intO'natiOnal.phase,fdépending~on:examination
authorities..

Jio-It would'be difficult to register- a patent in‘a designated-state
on fhe basis of a result of examination conducted in international
phase. On condition that international search is improved, we would

like to offer a proposal that PCT application system will move to global '

- The first step is that the decision of international p'reliminary
examination should be accepted and approved in national phase with
respect to novelty; if accuracy of international search is improved.
The International Preliminary Examining Authorities must.securé“
unification of decision standard as to novelty, inventive step and
uhity. '

The second step is that the decision as to inventive.step by
international preliminary examination should be used for examination
in national phase, and simultaneously rules should be revised to
the effect that an opportunity of amendment should be given after
internaticnal preliminary examination and before national phase entry.
A result of international preliminary examination and amendment should
be reviewed in examination in national phase, and an office action
called a reason of refusal should be issued aftef supplemental prior -
art search, if necessary. Practically only inventive step should be
decided in national phase. 1If it is realized that the effect of
international preliminary examination clearly affects examination of
elected states, applicants can easily decide as to patentability
before national phase entry. Moreover, if it is more likely that the
right of identical patent can be easily obtained in each state, use
of PCT applications will be further promoted. Promotion of an
application to the second state by means of a PCT applicétion and
replacement of the number of applications through a Paris Convention-
route by the number of PCT applications would automatically lead us
to glecbal patent.

The opinion and proposal with respect to global patent is based
on mere personal opinions of our working groﬁp, and there is no trend

like this at all. However, they say unification of data of
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international-search seems to. be started.toward realization at.least '
among the Patent Offices of Japan, U.S. and Europe, and in the near |

future,: our.proposal will not be totally off the point, -but will be

something to be . realized. -
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[Appendjx 1]

3"CO}MITTEE ‘PIPA "

“QUESTIONNAIRES =

C’onceming Patent Cooperation Treaty_

_Please 1dent1fy an:area’ of: technology for whlch your:company -files forelgn patent

[T Electrical -7%: “[3J Mechanical’ +° “v:[1-Chemical oo I Other-mio s o

Company Name : .

* Please leave your company name blank if necessary

1. General Questions

Q1-1. How many PCT application does your company file in a year?
a) less than 1003

b) 10-9 o .

¢) more than 100 O

Q1-2. How many countries does your company demgnate in average‘?
a) 3 -4 L -
b) 5-6
c) 7-38
d) 9-11

e) more than 11 countries

DDDD

Qf-3. Does your company have specific standard to-decide PCT-Pouté or Paris Foute?
SRR RN TR LSS (W RO RO 1 EEEEEAETE () S SRR RIANIEH 16 FIE PR RIS

Q1-4. Your company ‘uses PCT application as: -
a) First application O
(Designating the United States and other foreign countries) |
b) Second application I

(Claiming priority based on US national application)
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Q1-5. Administration:system for PCT application _
* Do you feel any problem to have both PCT route and Paris route applications in

your IP department ?

( ex. Patent staffs or inventors have to evaluate inventions more than one occasion,
'.17;:namely:12-month, -20-month,:30-month:from priority date,: in-order to decide if such
invention should be filed in foreign country or should go into the national-phase

of Vdg:_sjgnated countries.; Somebody have to watch-these dead line.) ..:::.ia

[comnent: T

Q1-6. Does PCT reduce prosecution work (paper work etc.)?

YBS L e nleeere .E LT (e PR f;' ‘

- [comment: | _ ]

Q1-7. Do you feel economical merit for using PCT ?

PCT saves cost O
PCT increase cost than Paris route o ;

[comment.: . ]

Q1-8. Do you feel any problem on draftmgclams of PCT application due to the national

requirementof -each .designatedcountry? - .. . v mus gved e ey aee _
( such as Unity ofinvention, software claim, method claim .Jepson type claim etc. )
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© Q1-9. Are there any merit or demerit-in:national . phase of designated.countries?

- South East Countries ... O
- +China '.;._ O o
e e Japaf L frees U et gebuieses Wheaylend 51 aotanteens dveled T 800
- EPC . O
.~.Kast-European-Countries. .-

[_‘:1

- Tnited States . . vt [J
[comment: S o S I

 QU-10. Does your company have:a: plan to increase:use. of PCT route? .o/

! {comment : o : RO

2. International Search Report (ISR}

Q2-1. Do you think ISR is useful?

] Yes

« If yes, how does your company utilize ISR ?
[comment: - . . ... o o ]

-« If no, why not?

[comment ; ' . ]

Q2-2. Which ISR authority does your company select?

a) USPTO ... [ , :
b) EPO CETT D ssemmn o sach el e 3T
¢) Other e [

S ,k_,,_,_._;ﬁ::_,,.;mg..:;i;,;;,..-iu__m;;_;.f-_:i
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Turce I youscheek ) or ¢); o anysparticuldar:reason? s Fivoe vnn weeis i il
[comment : . ]

92-3. PCT delays examination in designated countries for 20 month. Is'it a merit or
demerit for your company? .

Merit ........ O 5 Demerit .....co0:D0edoo. -

[comment : . ]

3. 'InternationélineITﬂinarnyXamination<REPDPtl(iPER)? s s and L0010

Q3-1. How many percent of,totalVPCTiapplicatiOhs.does-your company request IPER 7

a) 0% O -

b) ~25%
c) 25~50 %
d) 50~75 %
e) 75~99 %
£) 100 % O

OO0Oa0oao

{comment: ' T i ﬂwﬁ'if' ]

@3-3. Do you think IPER is useful ?

Yes ........ g , No ........
- IT Yes, how does your company utilize IPER ?
[comment : R T R ]
« If No, vwhy not? _ _
[comment : ]
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_93-4 Are there any merit or demerit for requesting IPER in the national

. e S

phase of elected countries ?

_ "'j-S.O.u_th East Countries |
" China .

‘Japan

Bt Ewropenn Cotries
. - United States

oo@mooao

Eif '¥fcoﬁﬁént f@r sﬁééifichOuntryf7 i' ';:"-' “f"'__;__ oy

 THANK YOU VERY NUCH FOR YOUR COOPERATION.

1998 , 3" committee, PIPA

b e T g

!
)
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[Appendix 2]

Figure 2 Number of Intenational Applications
Filed Worldwide
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Figuer 3 Number of International Applications by
Conutry of Origin in 1997
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Figuer 4' Number of International Aprications
Received from Japan
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'Fig‘ure 7 Number of PCT applicati‘qn.s. in a year' |
10 '
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[Appendix 3]

.”Applzcatlon through a PCT route

<1> Flrst Appl;catlon flled Japan—>PCT ‘aﬁpiieaiieﬁ filed in

Engl1sh >Nat10na1 phase entry 1nto each state or reglon

s Internatlonal phase- (converted to Japanese yen)

_Case A |- Case B ' [ Case C

'I'he Internat' 3

l S archl g A th

“the Internatlonal .Prellm‘.;l..“nary Exarﬁ;i.’n‘j.ﬁ;w
Authorltles : ) ; o B! I
Transmittal fee . . 18,000.. |- 18,000 | : 18,000,
Basic fee : ' : 87,500 "} ¢ 87f50°L3 87;59Pff5
sDesignatidn fees. .. 139,700 . |. 0 76,200 33,1{_0_0",‘,
Search fee _ :i; 152 000" i 152 000 f “”152 000
Fee for request fordellveryl 3 000 — 3 000 3 000
f;of prlorlty documents . ] ..... : B e o :
bt i | {domestic attorney's Tes) | (250,000) | (250,000) | (250.__0.00). R
subtotal -f o 400,200 336,700 298,600
TS o s e e (586,700) (548,600) |
At the time of | Preliminary  sxamimation| 210,000 210,000 210,000
demanding for fee
international Handling fee 15,950 19,950 _ 19,950
preliminary European attorney's fee 11,550 11,550 11,550
examination (domestic attorney's (12,000)
fee) ‘
subtotal : 241,500 - 241,500 241,500
' ' _ (253,500) (253,500) (253,500)
Total 641,700 ) 578,200 540,100
' 503,500) {840,200) (802,100)
Other costs; Preparation of 350,000 350,000 350,000

specifications in English (translation
fee from Japanese to English, typewriting

fee)

Grand total 991,700 928,200 890,100
(1,253,500) (1,190,200) (1,152,100)
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* At the time of national phase-.entry (converted:to Japanese yen)

State or region

Item of cost

Case. A

Case. B .

:—Case.C'.

.Case. .D

JP

Translatlon fee from Japanese

Ly Engllsh typewrltlng ‘foe- -

100,000

100,000

100,000

100,000

;Patent

national documents

.stamp . fee . for.

:21{000;{

21,000, ..

21,000 .

121,000

| Fee for reguest for E

examlnatlon

89,4000

897400: |

89,400 [

89,400

EP o e e

-0ff1c1al fee-and local

attorney [+ fee

,_474{50qm"

474,600

474,60 [

us

Official fee and local
attorney's fee

266,500

| 266,500

Other English
| speaking
;| state

0fficial fee and local

'&ttoxneY'séfee”flfffV

328,500 .

164,300 7|

Other- :
| non~English
| speaking
state -

Translation fee,  -°

'typowrmtlng fee; " offlclal -
fee and local attorney s N

fée*‘

2,453,000 ‘{817,000 [

‘| (Domestic attorney's fee),

| (1,65050
foay i

o0

{900;000 - {450,0

o

)

{150,000

g-Totﬁl;Q“

3,733,000
(5,383,00
0})

1,932,800

{2,832,80
Q)

-951;500
(1,401,
500)

. 210,400
(360,400
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<2> First App}.lcatlon f:.led Japan—>PCT appl:.cat:.on :E:t.led state in Japanese

‘>—>Nat:|.ona1 phase: entry into each

T Internat:.onal phase

state or ‘region v’

‘Case B

Case C

thé‘Internatiohal‘éeardhingiAuthoritiee
| and ) e
‘the Internatlonal‘Frellmlnary'Examlnlng

Authorities

Casel A i

G gPO T

JEBO

|-At- the~time of: |-

filing an

Transmittals fee oo

“lrrey 000

Basic fee/

81,000 =+

1nternat10nal

| application

Désignation: fee

11394700 ¢ =

Search fee |

Fee for request for ::
dellvery of prlorlty
documents

3,000 =

{250,000} .

(2505000}

(250,000) |

Subtotal

. jdomestlcﬁttoiney'sfee){w

318,700

i | (568,700)

255,200
{505,200)

2175100 <% |
|- (467,100).

At the'time' of:

demanding for
international
preliminary
examination

’Pielimihary~ examination:

fee

28,000

28, ooo“--

28,000 |

i Handllng fee

19,700

19,7bo““ﬂ¢'

19,700

(dcmestlcattorney sfee)

(12,7000%"

“rZyaooy

(12,000)

. Subtotal . .. . ...

147,700 L0

(59,700)

Totalﬂﬁ}

‘1366,400. . ..

(628,400)

302,900

(564,900)

264,800 ..k

(526,800)°7|
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%At the itimerof :rational: phase: entry (converted to . Japanese’ yen}

State or
region

Item .of: cost

Case A

“Cﬂ??RB:.h;:ﬂ

Case .C.. .

{:Case D

g

| Patent stamp fee for -
nationalidqcumentssjf

21,000

“[zn000

21,000

Fee for request for:-.
examination

21,8007

1213800 o

21,900 ;-

21,900 -

EP

Official fee and local

attorney’ 5 fee

667,800

667,800

{667,800 .|

;Uﬁ_mﬁLF:ﬁ.5

Official fee and local’

attorney's fee .=

266,500

126675002 -

:266,500 .

:Other Engllshr
:speaklng state

70ff1c1al fee and localj

attorney's fee il

328,500

164,300 |

;Other o .
gnon-Englishf

. _ispeaking'state

-Translatlon feé,

typewrltlng fee,

official fee and local:
.attorney s fee

2,453,00

0

817,000 .

‘Subtotal:

'3,926,20

0

[2,126,00

0

1,144,70 |

0

‘Other ;costs

\Preparatlon of SR AL
i speclflcatlons 1n :

"Engl::.sh . - e
! (translatlon fee. from

.‘é Japanese to Engllsh,

. 1 'typewriting: fee)

| 350,000

/350,000,

|.,350,000....

;(domestlc attorney =] fee)

‘| (1,650,000)

(900,000

)

(450,000

Y

(150 ooj
o)

Tota 1 S

(5,926,200)

|4a,276,20
T L

2,476,00
L

(3,376,000}

1,494,70
|

(1,944,700)

12,900
(192,900}

—146—

|
s
]
1
i
}




!
H
i
t

* Application through a Paris route

First Application filed Japan-> Second Application filed in the seccnd'states or

" regions (converted :to Japanese .yen}) .-

casa C

State or régicn | Ttem of édst ™ _lcase n i
Ty Patent stamp fee 1215000 ° 7 "t21,000 121,000 .
Fee for requesting for } 111,300 111,300, -/.111,300. -
examination ) ' : T T
EP. ... b Offlclalffee and Local. . 691,600 .. 691,600 [ 691,600
usii lofficial fee and’ 1oca1?2 .| 283,400 . |283,400 283,400
: - : dttorney's fee “77 .1 ) :
_Other: Engiish— Official fee and local’ . 328,500 ... 164,300 0
speaklng state | attorney!s fee UL 7. : f
JOthexr - . Translation. fe&;: .2,453,000... .| 817,000 0
nonuEngllsh- typewriting fee;* OfflClal & :
speaking state | fee and local attorney'sfee | . . ... . |- o
Subtotal AR il it L | 3,888,800 2,088,600 1 107 300
Other’ cost | Preparation of: - |.350,000. .350,000 350,000
Saay o specifications~in Engllsh : : '
(translatlon fea' from.
Japanese: to Engllsh,~
B typewriting fee) S e
“ | Feed: for obtalnlng Japanese 30,000 - 15,000 6,000
2 priority certificater o )
Local attorney's 'feé | for'z 200,000 100,000 40,000
late filing of priofity ' | ; '
certificate .
Subtotal 580,000 465,000 396,000
{domestic attorney's fee) {1,650,000). { (900,000) {600,000)
Total 4,468,800 2,553,600 1,503,300
(6,118,800) | (3,453,600} | (1,953,300
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2. Results

{

<1> First Application filed Japan->Second- Application filed

through a PCT route (in English) or throungh -a . Paris. route ::uwio.

Designated states . . | National . phase | PCT route (yen) | Pari: ate .| PCT route
; "and/or ‘yregions ‘entry through af oo e Fan )’ “""dlv:l.ded
W‘through a ‘PCT -route | PCT- route A by Paris

or: appllcatlon state | . s route (%)

and/or regions

through a Parls route.

4 724,700 4,468, 800 1405.7
CAT (6,636, 500) '(é'lla 800) | (108.5):-
: : 2 924 500 ...=» 65.4
| (4,088, 3ooyf].ﬂ 1 (e6.8).
1,943,200 .. . 4345 ..
(2,655,000) (43.4). 0
1,202;100.. . i|o27.00
; |.¢1,613,900) .| e ] (264 4)
. 2,861,000 | 2,553, 600'”m 112,
B (4,023,000) . (3 453, soo)“'.(lls 5)
21,879,700 .. 73.6
(2,591,700} - 75.0)
1,138,600 - 44,6
(1,550,600} o} i oeonc (44.9)
o . 1,841,600 .~} 1,503,300 122.5
: (2,553,600) - - | (1,953,300) 130.7)
1,100,500 ... . ot 73.2
{1,512,500) - {77.4)
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<2> Pirst Appl:.cat:.on filed Japan-> PCT. Appllcatlon filed (J.n Japanese) or through

ar ?arls rout

De31gnated states
and/or reégicns’
through:a . PCT route or
application. state
and/or_regions.

through a Parls route

National phase
entry through
a PCT route:

"ECT route (yen)

- route | PCT route

divided: -
by Paris
route (%)

4 642 600

(6 554, 600)

2,842,200
(4,304,400)

1,861,100
"(2,573,100)

409,300
(821 ,300)

| 4,468,800
[(6,118,800)

103.9

(107.1)
e

(70.3)

41.6
(42.0)

9.2
(13.4)

i (3 1'940 rgoo)

©2,778;900

1,797,600

(25509,600)

: 345‘800"
(767,800)

”2.;.‘.553:,‘ 600 o

{3,453,600)

108585

{(114.1)

70.4
(72.7)

13.5
{21.9)

"15,759,500
1¢2,471;500)

1,503,300
{1,953,300)

117.0
(126.5)

20.5
{36.8)

* Brackets ir
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[Appendix 4}

Practical advantages' and disadvantages i:o7 o0t s

it Table o
Item Advantage Dlsadvantagefoplnlon
“International’ ® "Effect as a bundle §Q‘;Management of T

appllcatlon procedure

" of national..
appllcatlons.
® Fxtension of
national procedure

® -only-a part-of- -

'prlorlty document

;deadline-is: - :
- ‘difficult owing to
‘principlecof -

fdellvery dat

--.-&Slmpllflcatlon of

‘a form of documents

sand clerical works

‘is necessary

}-®.. Complicated

‘because of
_icoexistence of
‘management for
‘Paris. route . _

Interhational’search

® ' Patentability can

be: ]udged as prior | =

.art -is: available
before
examlnatlon

i, ® Unity: at‘the stage

of 1nternatlonal

natlonal;phase'

® Credibility of
internatiohal

search is not

secured

;gappllcatlon 1s

Interhational
preliminary
| examination

" |'® Result of

‘preliminary
examination is
respected in some
states, where a
right can be
obtained in early
stage

® National procedure
can be extended

'f’i”Effect in "a state

' is not clear
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6) Summary

An outline is given of the examination departments of the Patent Office in China,

Korea; and: Taiwan:. Their scale 'and their exdamination capacity: have:been studied

examiners, -and:the program: of:education/training of -examiners have. also:been

studied. Similarly, the qualifications, the number, and ' experience of. patent
attorneys in China, Korea, and Taiwan as well as the scale, structure, and business of
patent agent firms have been studied. The examination department, examiners, and
attorneys in Indonesia, Thailand, and Singapore have also been studied and the
findings are reported . ! .
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Examiners and Patent Attorneys in Asian Countries .. " 0 ..
1. Introduction

Though many Asian countries are, at presént,-f.- facing a serious economic crisis, it;is
anticipated that they will nonetheless develop. into a‘significant economic zone over
the medium and long term in the future.:The: utilization .of intellectual property
rights cannot be ignored in business development in this:Asian cconomic zone. | Itis

also vital to truly understand the intellectual property rights situation.

Many Asian countries whose- future :appears promising. have improved their
respective intellectual property legislation, e.g: Patent Law.  There is hardly any

difference in the content as far as their articles go. 'Oﬁ-the'other:hand,--:it‘,-has been

" pointed out that the interpretation and implementation of the laws have yet a long

way to go to solve many remaining problems. It is useful to know exactly: the
current situation re the authority who is to execute these laws, e.g. examiner,
patent attorney,:-in order to properly understand these problems concerning the
' implementation/interpretation of the.laws. - Acoording-to this understanding, a study
:of the -actual situation of €xaminers and patent. attorneys in - East Asian/South East

‘Asian Countries. including China, Korea, and Taiwan:was undertaken:and. the _‘

findings are given below.- -

2. Examiners. -
1) China’ | T BT . _ L e
i) Organizational Chart and Examination Departments of the Patent Office. . ...
The organizational chart is shown in Fig. 1. The patent invention examination
departments, the utility model examination department, the design examination
department, and the ré—examination department (the Board of Appeals) are all under
separate deputy commissioners. The invention (patent) examination departments

in all technical fields come under one deputy commissioner. The Chinese Patent

administered by a separate organization, the Trademark Bureau. Copyrights are

administered by the National Copyright Bureau. Substantive examinations are

conducted only on inventions, not on utility models, nor on designs.

The number of staff in the Patent Office is about 1500 in 1998. The number of
examiners is about 600. The breakdown of approx. 600 staff is: Patent related staff
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of approx. 530;:(Mechanics Examination Dept.:60, Chemistry Examination Dept.: 160,

- Electricity Examination Dept.; 210} Utility. model related staff of .50, Design:related =~

staff of 20. The number of patent related examiners includes approx. 100 system
examiners, the balance of 430 conduct substantive examinations.

The number of patent applications was approx. 29,000 in 1996. The rate of filing of
requests-forithe examination of patent applications is approx..70-80 %.. .If a similar

rate.is assumed:to continue; there will be over 20,000 requests for:the examination if

The number of patent registrations was approx.- 3000 in 1996. .. Approx: 200.cases

. were refused. This means the number of examinations processed was about 3,200,

which. is extremely: low compared: with the number to be examined: The increase in
the; number: of patent:applications was - marked. (2.75 times,.and: 31.8 %, times
compared:with 1990;:and 1995 respectively). This: trend - is anticipated:to continue.

There is.:a serious concern: that an incx_‘e‘ase;‘in;:theg.backl_og,ofe-.the‘ number: of

applications required: for .examination, the .delay in:examination .and.so..on  will

‘become more noticeable unless the examination capacity .is.improved by increasing

the:number of examiners; and.by improving the quality of examiners..: (At present

the ; average -examination: process:: period- is .four years.for chemistry  related

‘applications, and: two years for-other applications.) - . .- ...

With regard to-examiners, the number has been increased. over the.years, 200-per
annum being recruited in recent years. The number is expected. to double. by the
year 2000. This is designed to strengthen the examination capacity in the future.

ii) Academic career, recruttment methods, education/training of examiners

The" examiners. are-all university .graduates at least. The. Patent Office recruits

-examiners from those who have pagsed. the national public service examination. The

-examination comprises-technical subjects, and -English.. Following the recruitment,

‘they.are trained together for a period of 6 months, folldwed;by another 6 months.of on
the job ::training . under. senior: -examinpers.. .- Legal :knowledge: -required. . for

examinations is acquired during these training periods..

At the time of its establishment; . the Chinese ‘Paftent'Ofﬁce trained the examiners and

improved -their.- abilities. under. - the auspices of: the German ‘Patent.Office: .- The-

trained examiners in turn trained their juniors.. . Even now, examiners are educated

under the auspices of the Patent Offices of other countries including Gérmany.
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Some 100 examiners per-annum: are sent overseas for study: and trammg In’addition

‘somé 10 examiners are studymg overseas for lengthy penods

2) Korea

i) Organizational Chart and Examination Departménts of the Patent Office

'-T-he'-orgahizatidnalchart‘ is shown'in Fig. 2. The number of staff in the Patent: Office

‘is 521 in March 1998. ' The number of design/trademark related examiners-is about

110 (one ‘examination bureau). Patent and utility model related -staff: number is.

~approx. 410 (2-4 - examination bureaus). ©v ¢ e

‘The number of patent and utility model applications was approx. ;1-40,000-:in-.51997.

‘The number of ‘applications processed (grants, and:'refusals) was approx:.60,000.

The rate of filing of requests for the examination of patent applications-is-approx::70-

80" % Therefdre;” some 110000 ‘out’of the: 1997 applications are expected to- file

‘requests for the examination in ‘the future. This number is definitely far greater than

‘the 60,000 in 1997 If the increase in patént' applications is'to continue, it'is essential

‘to increase the examination capacity by recruiting more examiners. At present some

:500 examiners are to be recruited by the year ‘2001 in order to make the examination

process period (patent) approx. 2 years,‘and:the number of examinations procéssed

per annum per examiner 170. (At present, the time required to carry out the

‘design/trademark related exaimination is:about 1:year, ‘and-that for: a patent is about

‘2. years andGmonthS) A T T

ii) Recruitment methods and Employment Conditions for examiners

Many examiners are recruited from those who have passed the national examination

-grade5 (examination' set for senior executives:of-the national public-service.) ‘Some

‘are recruited  from those 'who have passed: otherpublicservant: examinations

(examination set formiddle management executives or'general public servants), and

‘have: Patent Office experience (about: 4 ' years), ‘and ‘have. passed: technical

-gdvertising for ‘an interview. : This is a special measure to secure personnel able'to”

highly technical fields e.g. semi-conductor, ‘bie-technology: may: be-recruited from
those who hold a doctorate degree, or from those qualified as patent attorneys by

‘meet the demands’ of the technical exammatmns ‘which may be difficult for those who

"'have passed the public servant exammatlon alone, -
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ii1) Academic career and experience of examiners . o

The examiners are all university.graduates at least. Out of all in March: 1998;: those
with a Master’s degree were 110 (21.1%), and those with a doctorate degree were 114
(21.9 %), making them a highly educated professional group. S

The majority (88.5 %) of the examiners have work experience of less than 5 years in

March 1998. Some 40 % of the examiners have work experience of less than 2 years.

- Thig i # reflection of a0 irgent need to incréase the number of examinérs in recent

years:. Another reason; _many-‘examiners also turn to patent atlorneys. .- -

iv) Edudﬁtionftra-ining’fof examiners: i o

a) The . new recruits.are trained for 3 months in “the development of the: fundamental
qualities of an examiner, the interpretation of industrial property rights:laws, the
fostering the ability: to put the learning into practice, and'examination’ methods”
(One month out of 3 is spent in the International Patent Institute training camp.)" -
Iﬁ addition, .4 newly trained examiner conducts examinations under the"‘-supervi_siori
of:a senior examiner: . He cannot-authorize his examination result under: his own
name.

b) Examiners who have gained approx. 8 years of experience at the Patent Office
attend. approx. one week of a training course in order to improve ‘examination
efficiency.and - fairness. :-Examiners:who have- gained approx. 5:yedrs" experience
attend- approx. 4 weeks-of a-training course:(2 weeks.out of 4 is. spent at the
International Patent lnstitute.):in order to gain a-comprehensive understanding: of
industrial property rights-in general. . . i

¢) Some 30 examiners per annum are dispatched overseas to'study-intellectual
property rights systems and international trends. Furthermore, overseas specialists
are invited to train examiners each year. '

d) There is an external consultant system using university. professorg:and engineers

in order to improve examination-efficiency and: quality.- =+ =
v) Study of Korean examiners: -t o 0o inia

Korean examiners are highly educated. The recruitment standards are fairly strict.
There is a good provision of study/training-schemes including overseas programs.
However, it is still not clear as to.how effective OJT.is conducted by senior exanﬁrier‘sp
In-comparison to Japan; examiners with a limited years of working experience; and:

the training period for new recruits is shorter than that in Japan: (3-years for an
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assistant examiner in Japan.) These problems. are assumed to:stem from-an increase
in the number of applications requiring to be processed in recent years. Once the

increaseis stabilized; the quality of examiners is.expected to improve. -

3) Taiwan ‘ S ,
i) Organizational Chart and Examination Departments of the National Bureau of
Standards(Patent Office) - -« w0 v ' b ' '

Patent/trademark . ‘examination : and .- registration. --servicss: -in: Taiwan'  ake
administered by the National bureau:of standards; one:-bureau under the:Economic
Division (equivalent of the Ministry of International Trade & Iﬁdustry in Japan) of
the Executive Council (Cabinet). The Patent Office and: the Trademark Office: (The

officeis’ equivalent 1o a department:in: ithe -Japanese .governmen{ ministry.) are’

charged to administer. patent and trademark examination and: registration services
respectively. They.are closely related, - The:organizational chart of the Patent Office
18 shown'innFig-.B:' RN PR AT :
Patent examiners are :divided:into. two: groups,: namely ° Patent Office :internél
examiners-and ext_ernal.examiners'of. researchers who :belong - to ‘other ministries;
national universities, and research institutes.
ii) External examiners y
The:number of external examiners is approx.- 700 at:present. There: are :some 50,000
patent applications . per: annum, and:.almost :all:are. first: examined by .external
- examiners. - (The number of cases processed per:examiner is:70 < 80.:: ‘Since external
- examiners are not full time examiners, the number. of: applications requiring: to ‘be

processed.seems fairly high.)« ©ofnnl o s e

[Recruitment] : ‘
The. Director- of the National bureau: of standards :retmestsﬁ;recommendétions"ffor
suitable candidates from national universities or research institutes. - He examines

the abilities of those who are recommended, and authorizes them as examiners.

~Professors-of national-universities, researchers of-national research-centers;-andsthe s

like are often authorized as external examiners,

[Training/seminar-of external examiners]. ... w0

' Authorized external examiners are:individually given ‘a.one day:oriéntation on points

of examination based on Patent Law, and its procedures..: After this initial training,

a training program.of approx. one day: a year. for -external -examiners continues.
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(comprising discussion on examination work; and discuséion on examination drafts in

“various fields) The leaders of the seminars are veteran examiners of the Patent

Office. .

[Examination by external examiners]. - ciicooe: o Lt D
An external examiner will record his comment in the examiner’s report.for a-case
sent to him, and will return the report by a designated date. This report is checked by

an internal examiner. - If there is:any problem, the case is sent back to the external

TUexaminer; yequiring him to rectily the'error. 1f there is no problem, the examination

certificate or other notice based on the report is issued.

i) Internal examiners. <& oo et S ol e e
According to the National bureau of standards annual bulletin issued. in: June: 1998, |
the- staff of. the -National bureau of standards is divided into-two groups, namely
organized-employees who are qualified public servants, and employees contracted - to
the National bureau. of standards. .. The-number of organized employees is:266, and
54 of them are patent examiners. The number of contracted employees is 279, and 7
200 of them are patent examiners. (Most of them are tfademark examiners.) This
means 80 % of patent examiners are contracted employees-who have not qualified as
public servants. In recent years; the number .of patent-applications in Taiwan:is
increasing dramatically as in other Asiancountries, reaching over 50,000 in 1997..In
addition; Taiwan:has not adopted: a- system  of :requests for the examination. - This
means that all applications are subject to examination. Considering the number.of
applications, the burden of processing for each examiner must be fairly heavy. This
is one of the reasons why Taiwan-has adopted an-external examiner system unigue to

Taiwan.

_[Recruitment]

The National bureau of standards invites-applications: from. those who have: passed
the National:Public Servantexamination;. those who have -been teaching:as-a lecturer
or.in. a higher position in.a university for more than 2 years, those who have been
workingiin a research laboratory/institute for more than 5 years, and those:who have
been engaged in a patent work in a government office for more than 6 years. - The

recruitment date is irregular. Applications are often invited as a vacancy arises,

. The Academic: career-required for application is set.at a.Master's level; but some are

recruited with. only a bachelor’s. degree. .-
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[Fraining/seminar-of internal examiners].: == =
The new recruits are trained for 1-3months or so at the Economic Division training

centre. The leaders of the seminars are veteran examiners, university professors, or

judges of the courts. Training courses comprise patent law, examination standards;

methods, procedures, ete, -~ 7 o

Once they have:completed the initial training, the beginner examiners are placed

under the guidance of veteran examiners to conduct the examination of:applications. -

Beginner examiners with examination experience of more than 4 years are eligible
for a promotion examination to become senior examiners. Those who have passed the
eéxamination . receive © a . further:3 -week : training;: then: examine: ‘applications
independently-,:.f. or:can ‘take 'beginner examiners.  The “3: week ‘training program
includes: ' Foreign:' patent: systems, - International “conventions, - infringement
" éxamination, -administrative - law, decision‘’cases;  civil: Jitigation: law;. criminal

litigation law;‘administrative litigation law.. i+

In addition, Internal ‘examiners are provided with ‘a 3 = 5 day seminar by: foreign
guests (intellectual: property -experts in the US/Japanese:Patent Office; or major
corporations):on-an irregular basis:each year. " Some examiners are:dispatched to
attend a-training course for - examiners held by foreign Patent Offices (US; Japan,

Btc) ey

iv) Study of examiners in Taiwan; and: their, future direction « &« 6 w7 sl e

This external examiner system is unique to Taiwan. Professors of national

universities and researchers of national research centers are not necessarily legal -

experts, although they are technically competent. Recruiting standards with which

the Bureau ‘of -Standards : recruits:: -external-'eexam:_ihers care: still:'not elear. " In

comparison’to internal examinérs’ and-examiners' in-other:countries, seminars:and

may be insufficient. From a foreigners” point: of view; longer period of seminar-and

training for external.examiners are desirable. . «
As for internal examiners; the seminar program appears to-have a'good solid content.

The examiners are required to have more than-four years’ experience before they can

examine independently. This appears to contribute to ensuring a high quality of
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examination;: However, the majority of ' the internal: examiners are non-public

‘servant-contracted employees,  and- this: is ‘also unique to: Taiwan. The recruiting =~

standards are still not clear:: .From a:foreigners’ point of view, an-inerease of public

servant examiners with clearer recruiting standards are desirable.. .

At present, discussion is underway concerning the new legislation on patent
examiner appointment which requires public servant qualifications. As the details

of the draft legislation are not known, it is difficult to'give a- repor.tlédmment. To

“bring the current special examingirécy u1tmenl,sysl;em(,]ose ‘to thatadopted by many ™

countries will ensure the quality of examiners, and contribute to the development of

industry in Taiwan. - &
4y Other Asian countries.

Thé organizational: chart of the Indonesian Patent Office is shown.in Fig. 4. The
number of patent examiners is approx. 70 in. August: 1996. The -number of patent |
applications is-1924 between :January - May'-‘199_6,: so-that the number:for the.year
would be approx. 4500. The number of patent applications in respect of.which
-requests for examination were made, by 1995, was approx. 4600, but the number:of
patent-applications in - respect:of: which. examinations were::completed .was: 67 2.
(Source: “Hatsumei,” October 1996, Asian intellectual property news;. Yoghie

Yamamoto)

The organizational chart of the Thai Patent Office is shown in Fig. 5. The number of
patent examiners was approx.-25 in August 1996. The number.of patent a‘pplicatibli"s '
was 4600 in 1996. The number of registrations in the same year was approx, 900..
The organizational chart:of the Malaysian. Patent Office is shown in:Fig:'6. “The
number ‘of-.patcnt,cxam'inei-s was approx. 5600.in.1996. The number - of registrations
in the same:year was:approx. 1800, while the number of examiners in: 1996 was as few
as 12. From the fact:that:Malaysia does not have.the system: of request’ for
examination -and: that all patent applications are subjected to examination, the
number of examiners-seems-to. be very low:compared with the number: of patent

‘applications, and an increase of examinersis desirable. i uo oy s et
Foreign Patent Offices iﬁcluding Japan send their staff to the Patent Offices in

Indonesia and Thailand to educate examiners. Many examiners are also sent

overseas for study. - However, it -has: been: pointed ‘out:that there are: stil: many
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problems:: For instance, the backlog of applications to be examined:is an issue many
countries share. .: It-is also pointed out that examinations are-not carried out by the
examiners: themselves in these:countries, that is,-examinations in.these countries
often rely on the examination results.of the foreign counterpart.application, and.the
Patent Offices of these countries oftenrc‘ommission examinations to foreign Patent
Offices, . -

‘As reasons for these problems, following are -often. mentioned:: 1) -the  patent
examination system has not been established for long in: Malaysia; Indonesia, ete.
- (1986 -in Malaysia, 1991 in Indonesia).2) The number of examiners is insufficient:as
mentioned above. 3) The terms of conditions of employment fdr:‘examiners-are;ncit
satisfactory, making many experienced examiners Jeave for the private sector. (About
a half of the examiners in Indonesia have the experience of less than 1:year. - Points
2) and 3) may be solved by an increase of examiners and an improvement of the terms
.of conditions. of employment for .examiners.: However, more 'thén;-‘90-: %:.of 'pateﬁt
. applications in these countries are .:épplied by foreigners, This fact: may discourage
‘the government to feel obliged to’persuade the field ‘of patent; édministr-ationmore
adamantly. .. - i | P

‘In the case of Singapore, all substantive examinations-are contracted out to foreign
countries, e.g:. ‘Australia, and so.there is no examiner who can conduct:substantive

examinations. -

3 Patent attorney
:1) China '

1) Academic career of patent attorneys and their number. . ... L

The person who satisfies the following conditions can act as an attorney who can
carry out. - patent.related work including patent.applications: .- ° A

.1). Those who.have studied science or engineering at universities; .or-equivalent, and
~ who are competent.in English:.2) Those who have more than 2.year’'s work experience,

and 3) Those who have passed the patent attorney‘examination.:

not -eligible to ‘_bec_ame-;a‘ patent. -;attorriey. (Attorneys.for patent: apphications-and
attorneys for trademark applications require different qualifications.): The number of
' patent attorneys is approx. 4000, and the number of patent firms is approx. 500 in
- May 1998. .. o 3 - -

The patent attorney examination is:held biannually in. major cities where many
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applicants live, e.g. Beijing, Shanghai. Some. 1000 applicants sit for. the examination

each time; - The:pass-rate. is approx. 20.%. " The examination is carried out.on the ™ T

technical subjects such as electricity, mechanics, chemistry, and intellectual property

law including patent law.

ii) Patent agency

~ When a foreigner who does not have a habitual office or residence in China applies

for a patent, he must entrust -the patent application procedure to.a patent agency

—qualifiedfor-serving-overseas clients-designated- by thé"i"State“: Council:(the Chinege

Patent Law Article 19) At present, there are nine patent agencies.-

The patent agencies are ._.qualif_ied_-_\b_ased.g,on.; the conditions, .such:as i) the number -of
patent -attorneys. who. are ;admitted: _that;-t_hey_. have . enough - ability for. foreign

languages, is.above the.:number of the.set. standard, -ii )-there ;z._lre,sufficient h

 communication facilities, and.office space.... It is explained that the reasons for these'

conditions are that work on foreigners’ patent applications requires a high.degree of
ability, for example, to communicate in a foreign language, and that the quality of
attorney’s work can be ‘ensured by restricting attorneys to those whose abilities have

been confirmed.:.. ... 0o

Among 9 patent agencies, two.agencies which became patent agencies in. 1984 when
the: Chinese .Patent: System. was. established handle .more. than: 70.% of foreigners
patent applications (approx.. 20,000.in 1997). . These .two are large firms which
employ more than 200 staff members. One agency has branch offices which employ
some dozens of staff inChin-a. i

Another one agency became a patent agency in 1984.when the Chinese Ratent_syste_m
began. Another agency was designated in 1987, the remaining five agencies. were
approved as patent agencies between 1993-1995. Many of these agencies employ

some dozens of staff. .. .. .

The ratio ol patent atlorneys and lawyers. (o other stafl. in many. of these firms

{especially those whose head.offices are in Beijing) is about 50.- 70 %, showing a high

ratio of qualified staff. On the other hand, these firms in:Hong Kong have a low ratio

(20:- 30 %)-of qualified staff, showing regional differences in staff.composition..

7 patent agencies out.of -9,‘are,.alsb)trademark.‘.agen_cies. .'The main: services of. all 9

agencies are patent application, litigation services e.g. infringement suits. Firms
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which offer ‘trademark ‘ attorney “services also handle trademark ~application;
trademark related litigation services.  They appear not to handle - general htlgatlon

services except intellectinal property related matter.

2y Korea
i) Qualifications of patent attorneys and their number

In“Korea; only a‘qualified patent:attorney can offer patent-related services:to an

‘applicant: “The: qitalification’of patent attorney is‘allained by i.) a person who has

passed the patent -attorney examination,: and’completed a more than one-year

apprenticeship, ii} a lawyer who is registered as a patent attdrney, iii) a person who

has conducted examination/decision work for ‘more than:5 years. :This is ‘similar to
the Japanese system: ~The differences are:i ) A pérson who has passed-the patent
attorney examination iéireqﬁifed to-complete an apprenticeship of ‘more. than one-
year. 11) Examinercan attain'the gualification of patent attorney, through experlence

'of gxamination in the Patent’ Offlce for 5 years

The examination comprises two parts; namely the first examination, and the second
examination. The first examination comprises patent law (the utility model law:and
treaties are included.), an Introduction to the civil code, an introduction to natural
$ciencé ‘and: one optional foreign’ language - The second “examination- comprises
patént law, design law, trademark law (including relevant treaties), civil: procedure

law and two optional subjects from 27 subjects in‘legal or technicalareas.: . 7"

This system appears to be more advanced than the Japanese system in-that the
examination subjects include law, natural science, and a foretgn language which are
the minimum required ‘to become’ a patent attorney, ‘and that optional subjects ‘are

relevant to the current techmcal dreas;

The number of applicants for the patent attorney examination has reached some

3,000 in recent years.. 30 passed the examination in 1995. In line with a rapid

o @in(:"r'éa:Se’*-iﬁ-»ﬁhe*-numbe"r---ofé-p-atenfﬁ-é-applic-atio‘n:s;%i60:=-wand-°’-¥0-'=zpassedz--in:c1$996 AN 1997 o

tespectively in order to overcome the shortageof patent attorneys, Tt is planned-to
increase to about 100 by the year 2,000.. ‘However; such a rapid increase raises

concern ‘over the lowering of the standards.” Also; a§ the ‘economie: situation was

deteriorated since around 1997, which may have an adverse im_pact on the number of -

‘patent -applicationis, there is' a likelihcod ‘that: theplanned increase: may  not

eventuate:
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In addition, in response to the trend of applying for a patent:according to the specific

~technical area; the attorney law amendment draft is currently underway, which:sets

the examination:in specific Subject areas; in order.to supply the attorneys specialized

in those specific subject areas..

ii) Number/experience/Academic career of attorneys ... i i

Some 580 attorneys are registered as of June 8, 1998, of which 530 ére practicing -

“patent dttorneys.” Approx. 600 (More than 90 %) are practicing in Seoul,:showinga -

strong concentration in one location. According to October 1996 data, 225 (about hall)
of: 470 -practicing: patent :attorneys -have been.practicing -'_less :than 5 .years.: Some
20 % have practiced between 6 and 10 years. A further 20 % have practiced between
11 and 20 years. Considering the number of patent attorneys recruited rapidly in
recent years, the ratio of patent attorneys with experience of less than:5 years will ' be

higher: - :Judging.:only .- from: the :data-above, -Jack of experience:of many:patent

‘attorneys may raise concern: - The:main reason for the lack of experience lies in-the

:sudden: increase:of the patentattorney recruitment. . If the pace of recruitment slows,

this problem will gradually:settle; - Many patent attorneys have experience in patent
work prior to setting up their own practlce

The ratio of registered (practicing) patent attorneys with science background to those-
with a background-in"“humanities is about the same, with:the former: being slightly

more-than the latter.. However; about 80 - 90:% of those who have passed thé patent

‘attorney examination in recent.years are from: science.:« The:number of young pabent ‘

.attorneys from science background will increase ‘in: the future.-

iti } Structure and Scale of Patent Firms

‘The. number. of patent firms. in Koreais: 282 :as of October:1996. 205(70.%) patent
firms have one patent atterney in the firm.. . 43 (approx:15:%) patent firms have two
‘patent attorneys.. “Only 3:firms have more:than 10: patent attorneys:: Since:then,

‘the. number of patentfirms which have more than 10 patent attorneys-has increased
to- 8 patent firms in 1998, - There:is-no great changé in:the -situdtion:that- mostof
patent:firms:have.one or two patent attorneys. :Some patent firms: which: employ

‘more than 10 patent attorneys employ -over: 200 staff::

The ratio of qualified staff (laWyers -and*p‘ate'nt ;attorneys)'in a patent.firm.i'susually )

- 10 %. This ratio may increase as the number of patent attorneys increase.
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T sngineerwithout legal: 'k'n‘qwleﬂgef‘(:'anr?fbejcomef:""a"f“p"a‘tent“ agéntyrthescurrent system

‘Most.of -the patent firms:in Korea are: specialized: patent firms :which ‘handle
dntellectual property related work exclusively.- Some handles. intellectual property
‘work as part of law firtn work. - Major firms which:employ: more than 100 staff are
more likely to be in that category. On the other hand; some firms specialize in
intellectual property related work dGSpite their large scale. Some small scale firms

handle patent apphcation work exclusively,-and not infringement cases: = > 1,

:3) Taiwan - -

i ) Qualifications of attorneys -:. : &
 Registered patent attorneys:according to the patent-attorney law are allowed to apply
for-a patent. SRR : . .
~Thiose below ¢an be registered as patent attorneys: = ...ix0 = 5w sl

- i1)-aperson:qualified as judicial officer; lawyer, chartered aCcoﬁntant,z 2¥ a:personwho

‘has:a registration certificate as an industrial engineer (mechanics; electricity,: civil

-engineering; architecture, chemistry... many otherfields) 3) a person whohas served

:as-a.patent.examiner at the National bureau of standards for more than 2 years. ..
ii) Number/experience/qualifications of attorneys

Some 5000 -are registered: as patent attorney-at the National bureau of standards.
+Only about-300 are:involved in the patent attoi'ne‘y services; - 150 of which: subscribe
‘to-the APPA (Asia: P—atentéAttorney; Association). - -According to 1997 March issue of
-APPA directory, some 70 % were lawyers, some 4: % were chartered: accountants,

approx. 13 % industrial engineers and approx. 13 % former examiners.

Several thousands sit for the law examination in Taiwan, 200 - 300.of whom: pass:the
cexam.- The riumber. of successful candidates for:the industrial engineer examination

in any particular technical field is 5 - 10:per year:.: In-either case, it.}is-very;difficul,t

‘to- pass:: However,:since- a: lawyer -without technical knowledge, ‘or an industrial

seems 1ot to ensure ‘a sufficient quality of patent attorneys.-Since: it is difficult: for

foreigners to check the quality:of patent: attorneys, establishment of a-system

ensuring a sufficient quali'ty of patent attorneys, such as patent attorney

‘examinationsin other:countries; are desirable; from a foreigners’-point.of view.
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Currently, discussion on patent attorney.legislation is underway.. According to.the

~ draft patent attorney:law, one has to0 pass: the inational examination (tlie‘-'iaa_fe'ﬁf”; R

-attorney examination) to become a patent attorney.:.. The content of the examination

‘is-yet to be finalized.:.. A patent attorney-examindtion system similar to ‘that of other

countries is expected to ensure a more sufficient quality of patent attorneys. ... -

‘According to the draft patent attorneys law, a practicing registered patent attorney

~must re-sit for: and pass: the: ’exémg,:to :qualify -as:a patent.attorney: within. 3. years.

:Many patent attorneys' graduated: from" domestic/foreign -universities or equivalent

schools ‘accredited by:the Ministry: of Education; - The: ratio between  science. -and
humanities backgrounds is not:clear-due:to lack-of information. - Amongst APAA

member patent agents, about 70 % are lawyers, and about 4 % are chartered

-accountants,” indicating" that the majority ‘has:a humanities background which

‘includes law.

‘it ) Structure and Scale:of patentfirms::

‘As farasthe survey goes, theré are four firms which have more than: 150,'-sfaff;';Al.1. of

these four firms are well equipped in not only the: intellectual ;property‘départment

which handles patent applications, but also the investment related department, the

-civil/criminal ‘litigation: department. : However, approx. 30.--80-%. of the. qualified
-staff is-in the intellectual: property. department, indicating that the major. 's’er_\%_ice ‘of

-the firm is:intellectual property work. “: -

Some 5 - 25 % of the total staff in thes¢ major firms are qualified lawyers and patent

attorneys.

‘There:are many small..to«medium.patent firms which employ: fewei than 100 staffl.

Some - of ‘these firms: deal with® mainly.general legal work including intellectual
property services as a part of their business, while.the majority of these firms handle

mtellectual property work as their main business.
4) Patent firms in other Asian couniries
In Indonesia, the patent attorney registration system began.in 1991. - Lawyers who

had hitherto practiced intellectual property law (i.e., trademark law)} were registered

as patent attorneys by the Ministry of Justice.



‘There are about 40 patent:firms:in: October 1996, only: 5 - 7 of which are actively
‘engaged in patent applications: (Two firms handled more than 3000 cases between
1991 and May 1996; one firm handled about 2600 cases, two firms handled between
1000 and 1400 cases, two handled about-800: cases, others ‘handled fewer than 300

cases. )

“The two: firms surveyed this time employ lawyers ‘as well as many university
‘graduates from technical departments. Their ‘main business is patent/ trademark
applications, and hardly any patent related litigation. : :'(It is-understandable as
there is hardly any patent related litigation in the whole of Indonesia. There were,
‘though, trademark related.litigation:): : 98 % of patent applications in Indonesia-are
" “from- overseas.: ‘Substantive examinations -are‘ rarely -conducted -in:Indonesia.

“Technical staff mainly prepare specifications and:translations of the specifications.

In-Thailand, “patent: attorneys registered at the Patent Office can act as patent
attorneys for applications. There are about 500 patent attorneys. Two or: three
Iﬁajor firms handle about 70 - 80 % of patent applications. The oligopolistic nature
~ of the market is apparent. _Soﬁe of these major firms are specialized in intellectual
*prbpefty“—sérvices;ﬁf Someare comprehensive law firms in which: ‘the ‘intellectual

k property department is only one part. : =

:In' Malaysia, patent agents. registered-atrﬁhe’ Patent Office can act patent attorneys .
‘for applications.: Those who have passed an-oral 'examinétionfheld by the:Patent
Office are registered as patént agents. In October 1996, the preparation for setting -
the written examination (law including patent law, trademark law, optlonal technical

subjects; and foreign patent systems) was underway.

In Malaysia, there are approx. 60 patent agents. Some 10 firms are actively engaged
in the patent agent'services. ‘Most of the firms are law firms. - Few firms:specialize
-intellectual property work,. though in-some: firms, their-intellectual property

'-department is'their main busmess

4. Conclusion and assessment

Our study on the situation re examiners and patent (assignee’s) agents in Asian

: countries revealed following conclusions. .
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"in recent years

1) The number of examlners do not: correspond to the increase in patent apphcatlons _

2) Each country tr1es to 1ncrease the number and to nnprove the quality of examiners.
However, in some of South East Asran countrles they still seem to be msufflcrent

To search for the reasons for th1s 1s beyond the ~scope of this study. Itis assumed
that from tho govornmont perspoctlve of these countries, as their patent
applications come from mainly from overseas there is not much merit in spending

money to 1nst1tute the exanunatlon System for the examination and reg1strat10n of

“foreign patent applications, ~However, it~ is “still “important o provrde phg T

environment for intellectual property even in a country where thero are not many
domestic apphcatlons A favourable envu'onment for rntellectual property will
encourage technology transfcr and 1ndustr1a1 mvestment whlch 1 turn stimulates
progress in the countrys own technologles and 1ndustrles So called patent
developed countries should gam the understandmg of Agian countrles on thls aspect,

when they aid the consohdatron of therr (Asran countrles) exammatron systems

3) Regarding patent atforncys (or agents)] many couritriés plan to increase their
number, and to ensure their quality, m response to the mcrease in patent

apphcatlons =Currently, th1s s a transrtlon perrod A system whlch ‘sufficiently

ensure’ the quahty of patent attorneys has not yet been reahzed in some oountnes

4) It is ant1c1pated that the number of exammers and patent attorneys w111 mcrease
and thelr quahty w1ll lmprove in the future In the meantrme durmg th1s transmon

period, 1t is necessary to select patent attorneys with care,

In some countrles only a few major ﬁrms handle the maJorlty of forelgn apphcatlons
These major ﬁrms also handle legal work.: ‘This means that there are concerns over
any conﬂlcts of mterest between forelgners (e.g: The apphcant and the party who

frles an ob]ectlon may request the servmes from thc samc flrm In patcnt 11t1gat10n

the: plalntlff and the defendant may try to use the same firm as therr attorneys etc.)

At present, the number of patent app];icaaoﬁs* 5ﬁjd’ patent litigation are not so great,

~ and ‘the  oligopolistic attorneys imarket of ‘the major firms has not yet caused

significant_problems. However lookrng mto the future, it may be 1mportant to
stndy/cons1der the ohgopohstlc nature of the nlarket and 1ts adverse effect on the

user.
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Fig2: Korean Patent Office .
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Fig 4: Indonesia Eatgnt_ Office .. -
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Fig. 5: DEPARTMENT OF INTELLECTUAL PROPERTY MINISTRY OF COMMERCE (Thailand)
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Fig 6: Malaysia Patent Oﬁice'
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: (7) Abstract: o
: With the advent of the Mega-competition era, intellectual property
rights, especially patent' rights, are becoming increasingly

. important, and strategies for patent applications and patent

. enforcement taken into '@::cotiht investment effects, are considered
as the lifeline of enterprises. The idea of "Global Patent Portfolio”

- could be named as the-core concept of such strategies, however, we
can hardly say that this idea has alfeady been established.

With this being the situation, in this paper we would like to propose
a concept called "Patent Value" given by the assessment
parameters called "Expected Business Income” and "Expected
Royalty Income”, and at the same time, discuss individual
components of the parameters and their difficulties. This paper -
also simulates several hypothetical cases, and discusses the
approprlateness of the Patent_Value SRR

o ‘This paper proposes a basic concept concermng the plannmg of~
patent apphcatlon strategles o :
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I. Introduction

With the advent of the Mega-competition era, international competitiveness.is what
aglobal company must-gain. - Intellectual property rights, especially patent:rights, '
are now precious business resources for enterprises, and the importance of:the
existence of patent rights is increasing as they have become indispensable.
However, owing patent rights requires anticipatory investments, and is costly. .
Therefore, it is important to plot well-balanced strategies for patent applications and

-~patent enforcement, with-the consideration. of the investment effects. - The-idea- of »=rmr=rmmmemairen

the Global Patent Portfolio could -be:named as the core concept of :such strategies;
however, we can hardly say that this idea has already been estabhshed .To date
the following studles and discussions have been reported : -

1. Approach from the Cost Aspect

{1) Thereisa paper Wntten by Mr Helfgott2 assertmg that major cost problems in
patenting are filing costs and maintenance costs, and it is necessary to cut those
-.costs-for the effective-acquisitioniof global patents:: Mr. Helfgott wrote that;,
~when preparing a specification for-a domestic patent:application, it is'necessary |
' ‘to consider that it may also be applied for by foreign countries, and: from that
" viewpoint; he raised several points to pay attention to when writing:.; . {0000
- specifications.- ~In:order.to discuss:the filing costs:in each individual country, he
~ also simulated how much patent application would cost in 32 différent countnes
when an invention pertaining to a certain machine .causes each:of those
countries to apply for a patent. He then made the comparative study” of the
ﬁlmg costs.

(2) There is another paper Wntten by Mr. Bednarrek3 assertmg that in forelgn patent
o apphcatrons the bases for judging which coiintries apply for the patent -
«.. (prioritizing the countries) should be the.filing cost and the value.ofuthe;_patent.
.- itself. . -Mr. Bednarek used population, GDP and patenting costs as'parameters,
- and proposed a.new index for assessing patent values. . Assuming thatan. =’
--“invention:is patented in 32 countries; he. also calculated which of couritries are
high in cost performance; and made a ranking a.prioritized of those countries::

(3) As for the study on the global patent cost reduction, Mr. Berrier presented a
paper titled "Global Patent Costs Must be Reduced" in the 26" PIPA
International Congress in San Francisco. ' Also, in the 27" PIPA International”
Congress in Hiroshima, this topic had become the common theme, and was
actively discussed. .. Withi this development; the first international symposium’

. was held in London in:March 1997. - The official and private representatives:::
from .the United States; Europe and Japan (Trilateral) were gathered:to'discuss

i wthis topic The -second: symposrum was. held in Pans in October 1997 and the

1J. Pat. &,’I‘rademark Off. Socy 26 (1992)
“J. Pat. & Trademark Off.-Soc'y:,.567(1993).
®J. Pat. & Trademark Off. Soc’y., 381 (1995).



third symposium was held in San Francisco in June 1998. Through their ..

series of symposiums, the topic "How the international patenting cost can be
“'reduced” has been:discussed. . Corresponding to public opinion, the-European
‘Patent Office-has cut down the filing fee, and the Japanese Patent Office has: also '
freduced the ma:ntenance fee for. those patents that are ten’ years old or older

2 Approach for the Global Patent System

Thzs 1dea was proposed by Japanese Patent Ofﬁce na meetmg report t1t1ed
- "Intellectual Property:Rights Protection in:the 21st: Century 1ssued in Apr:l 1997
It consists of the following milestones: LR EER I CnoiE i
‘Mutual Recognition of Search Results (F1rst step)

Mutual Recognition of Patent et non T (Second step) o o
Trilateral patent {US Europe and J apan) "~ (Third step}
~Global patent IR Cr bt e (Fourth step)

Th1s proposal had been brought up.in the: US / Europe / Japan trxlateral meetmg held
in-November 1997 ;-and the experimental trilateral joint search has already been

implemented - based partially on: PCT. . The ultimate form’ of.this experiment will be -

"Global Patent” system. ' More detailed proposals: addressing this "Global Patent”
:system are going to-be presented in the’coming the PIPA29% International Congress
.in Sapporo; - The main aspects of the "Global Patent" system arée global: patent

‘apphcatlon cost reduction and facmtatlon of the patentmg process e e

3. Approach for Assessmg Collateral Values of lntellectual Property nghts

Th1s is to ASSess the values of mte]lectual property r1ghts espemally patent rzghts
This approach is based on the idea if securing bank loans by intellectual properties.
In Japan, that was first reperted” by the Institute of Intellectual Property. It lacks
the global point of view; however, it will serve as one index to weigh the proprietary
values of intellectial properties in order. to-take advantage of those property rights
in: business activities, and that will provide good references for structuring the
Global Patent Portfolio. '

4:-

T : ; A

Approach Usmg the Portfoho in Pracncmg R1ghts

B e e e

The:re are certaln movements attractmg attentlon such ‘as an attempt to-assess
patents owned by each party:in a group as a patent portfolio.in cross licensing, or,
as in-recent examples, package licensing (portfolio licensing) by patent pools'
provided as a result of the establishment of consortiums; which is also the result of
de facto standardization or global standardization efforts. From the viewpoint of

* “Report on the Intellectual Property Collateral Value Assessment Method” e
(June ’96} o N




the Global Patent Portfolio; these movements can be seen as-the efforts addressing
the assessment of résultant patent values; rather than the efforts addressing "the
purpose of patent application".

5. Miscellaneous

(1) There is-a paper pertment to"Patent Apphcatton Portfolio Management'®.: ‘This .

i
i
k]
1
;
T
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]
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i
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ii.paper.describes.the. method of having paternts.contribute:to:the-business profit; -
.-i: maximizing the profit: contribution to the company’s products;-and.attempting

to ensure the consistency between investments in patents and the.company’s::
business portfolio. As for individual assessment of inventions, it suggests the
use of "official notification ratio”, "implementation ratio” and "inevitability ratio”
as parameters; however, it does not describe the detailed assessing method. i

(2}+:In the reference® by the Japan:Intellectual Property As$ociatiorn; "Gro‘up
- :Assessment” method is described:as a method for assessing intellectual:::
- property rights. : Indicating business/strategic importance (low - 'high) on: the
-~ Y-axis; and levels in-terms of technology/right (low = high) on the X-axis, this -
method allows one to see in which region of the graph:a group of inventions are
- distributed and enables one to determine the isuitable patenting policy for the -
-group according to the region the group locates. ‘The following are descriptions
- of the assessment parameters. - S TN LY SRR RN

(a) Parameters pertinent to business/strategies:

- (i) Business aspect: - . - :[importance (competitiveness); .. -
s owe o) et o impact to- competitors),
- (i1} Economic aspect: ..+ [market size, share et.al.] .« om0 e

(b) Parameters pertinent to technology/right:
.- (i) Technological aspect:. . :[feasibility; technological value]; - =i %
.. (ii) Legal-aspect ..+ = ..+~ [patentability, coverage, validity, - . [+
FTRNNS Ceano st . identification of infringements] ~ 1. Lo

PIPA Japanese Group Committee No.3 first .-attempted' to propose a basic idea .1

- focusing on how we can effectively construct a global patent network (Global Patent

Portfolio) and relate it to. patent practice.- However, as mentioned heretofore, the"
concept.of the Global Patent- Portfolio has not yet been established, and glven that:
condition, we beheVe that the items below. should be clanﬁed T U

R ) When there are-a multlple number of product (busmess) ﬁelds what types
- -of. portfohos should we make? . ... L ool e e

® [P Management Vol.45, No.5, 1995

® “Intellectual Property Management in Drastically Changing Business = .7 w7
Environment” = ref. No.240
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-::{b):"What type of portfolio should we make for a subject produect field, not as one
" wrinvention but as a group of patents: (also considering:the time.factor)? =

(c} When an invention is invented, in which country should we patent the
invention to maximize the effect for this particular technologr / product

field?

In this paper; we have decided to pursue the:aboveidea(c). . 'This directly relates to
international: patent strategies and: has wide application (a) ‘and: (b} can ‘be thought
as advanced:formsof (c)... Details of the'Global Patent Portfolio are explained in the
following:chapters:: oo o0 oo L I Tt U el U W AN e S

1I. :'Basic Concept of the Global Patent -Po‘ftfo].io Gt i

. The so-called "{Global) Patent Portfolio” is a list ‘of:titles of patent applications (or'*

patents); classified by technology fields:(or that attached with specifications); or that - |

having additional information such as.patent:owner:(patented) countries. If'we
could realize a portfolio with valie assessments; and, more over; theestimation on
how thése:values:will change in time, we would have a-good index that can be -
connected. directly to our patent strategies of enterprises.: 'For example, it can: be
an useful criteria in determining whether. it is of is:niot-'worth patenting, in.which
_country to patent, or whether to maintain the patent application/patent, for éach
invention.

“Therefore, the Global Patent Portfolio has'to be a resultof a:.quantitative assessment
(referred to as "Patent Value"), which can be described by plotting patent values on
a multi-dimensional space having axes represented by the assessment parameters,
"technology (business) field", "country", "tlme" and "quahty of mventlon"

On the other hand, from a macro: v1ewpomt accumulated values of such "Patent

Value” for individual inventions (or accumulated values of the "business field" axis)

will serve as an important index for those companies extending their businesses to
- multiple fields, in determining their budget distribution for individual busmess
fields and the1r patent apphcatlon and patent mamtenance pohc1es RN

The--‘purpose of th1s paper. is to ﬁgure ou't an index 'Whe'n "th'e apphcatlon*‘ls" A
submitted. (this can be thought-as the starting point); to'see "which. country,

~-terms of investment effects; is-most-effective for patenting each-invention".Insthig: e

paper, we attempt to obtain such an index by quantifying not only the aspect of
"suitability to own business field (Securement of Design Freedom)"; but alsc “royalty

. income by licensing to others” (we consider the later to be an important - aspect of

patent value). We are also adding another assessment parameter of "(patenting)

 country”.

The iollowing.describes the detailed Global Patent; ?ottfc]io asse.ss_m.e'nt.: P T
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As mentioned above, when attempting to evaluate patent value directly, the patent.
value can principally-be divided:into."Business (Product) Freedom" aspect and - ...
"Royalty Income” aspect.. The effects of cross:licensing can be seen as a part of th‘e
substitute of royalty income since it allows to. gain a right to use.the other party’s .

right; hOWever this paper considers d1rect royalty incomes only ORSEY

That is; the Patent Value of each mvenuon is gnren by, :

~... Patent Value. = Expected Business- Income +-Expected. Royalty Income-.-

(De51gn Freedom) C e G i e sy Bl e

where,

Expected Business Income = expeCte'dBdsihess income yielded by the subject
patent
Expected Royalty Income = expected royalty income from the subJect patent

A typical practical form of Expected Business Income may be a business income
increase {increase in sales) which is obtained by eliminating competitors to secure.
own right through litigation based on the own patent right, and realizing excluswe
sales activities. - On the other hand; a typical practical form ‘of Expected Royalty
Income may be the royalty income gained by licensing the patent to parties "
infringing the patent right. However, the hcense pohcy open / close) of a company_'
will also be an important factor; ' : |

There may be patent applications that are submitted only for defensive purposes or
to rein its competitors, Wlthout intentions to commerc1allze the mventlons however
this paper adopts onIy those that can be d1rectly assessed ' o

. Before § goirig into the detailed dlscussmns of each Expected Business Income and’

Expected Royalty Ihcomie, the relat1onsh1p ‘between these two ought to be chscussed
first. " Discussing Expected Business Income 'and Expected Royalty Incom'é ot the'
saimié stage might ‘seemn Unnatural because royalty income would not basrca]ly be
expected, ‘'since patents aré applied for'to allow the company to'practice rights "
related to their businesses (products) “This cond1t10n may be applied to'the "%
chemical related fields where most patents aré’ apphed products by ‘product. “On
the other'hand in the electric and engineering fields, it is not unusual for' a company_
to use a patented technology for its 6wn products, while receiving royalties thorough
granting a license to others to use the same technology. Also, there are cases V
where patents are used ot only by the company but also by others through’ cross

licensing. When considering such circumstances, we could say ‘that Expected

Business Iricome and Expected Royalty Income are not necessarlly rec1procally
exclusive. -However, when considéring patents (apphcatlon) individually, of course;
there should be balancing by each company based on the company's reasons for
applying for the patent. In this regard, it is useful to use some sort of factor



representing this balancing. " -Also, the following discussions'can be simplified by
using a factor representing the chance of realizing'license agreement with others. -
Then, the chance (probability) that a' patentrightis practiced in a company’sown
businesses (products) is expressed by "« " and the chance {probability)-of real1zmg
licensing to others is expressed by " 8 ".: Smce the "implementation to own-. e
business” and "granting the license to others" are not necessarily reciprocally
exclusive phenomena, "o + '§ =1"is not necessarily always true, but neither =
exceeds "1".

Separately from the above, the "contributions” of a patent:to the product sales -
(Business Income} and to the Royalty Income is expressed by different factors,

. provided separately from Design Freedom and Royalty Income. Consequently, the

remaining factors would be an estimated value of the profit yielded by the sales of
‘the patented product and an estimated value of the royalty income. |

Thereby the following is given:

Patent Value= a x y x NP .+ f x v'xRI
_ _(Expected Business I_nc_on_l_e) _ (Expeeted Royalty _Ir_r_c_o_me)_ -

Where y. and y'are the contrlbutwn" factors to NP (Net Profit) a.nd RI (Royalty
Income).. - . Gl e - ;

The following is the discussion on how these factors (., 8)and.(y, v’) shallbe. .
. assessed: :

AS for o and B since they represent the probablhtles that the patent nght is. . ..
-practlced by the company itself or by other companies,. they may be. dependent on
the implementation ratio (zmplementatmn probability) of the patent rrght to the
applied products., Also affecting the situation is, the states of the sales activities of
the company and other companies, (the probabilities that the company will sell the
subject products in each country, and how. competitors are selling similar products
in the subject countnes) On the. other hand, in view of the companys exclusive .

pracuce of patent rights by ehmmatmg its competitors, or of the patent right . . -

practice ¢ of licensing third parties, the ease of patent right practice in individual . N
countries in terms of the conditions.of the local patent law, or the existence.of local
__attorneys t that the company h has Jaccess to, in other words, the "Practicability of .

Right" in each country Would be also an. mrportant factor

' However When the mdexes are broken down to th1s level how we can. reﬂect each
mdex to the factors o .and. ,8 -is left to the discretion of individuals i in each company,

. as th.e.\.rpa_t.ter;s_ no longer.in the domam of general discussion. Therefore, this . -

paper will give these examples by the detailed cases described in the next chapter.

|




The factors: y. and .y ’include the meaning of the contribution of each patent to .

Business Income and to Royalty Income respectively. If the contribution level is

higher, the patent’s proportional value to the income can be regarded higher. .

can be said that the contribution level of a patent to each income mainly depends on

(1) the degree of difficulty.in developing an alternative technology (heremafter
referred to as "Fundamental of Invention”, and - : el g

(2):the coverage.or the. percentage which the. patented technology accounts for ina
sub}ect product (Comp051t1onal Proportmn) SR R R

Therefore v and v wﬂl be handled as the products of (1) and (2) I—Iowever-,:-_;the

aspect of "Fundamental of Invention" only is considered for v ’, since the percentage
of v.!in Royalty Income is dependent on the rate of the hcense fee, assummg that a
licensing’contract is agreed TR RS SRR

Table-l' "Summarizes the fact_or‘s a, B, vy and vy’

Factor:-| Nature {Meamng) Typical Assessment Parameter..
| :+ o, (What the parameter depends on) S
Qe Probabxhty of -+ | Implementation Ratio (Invention), Industnahzatlon
practicing in own | Probability (Country), Practicability (Country},
: <|'businesses .- | Licensing Possibility (Invention), Competitor Activities
B Probability of (Country); Accessible Local Attorney (Country).:.-
licensing '
y: ool Contribution of . . |- Fundamental of Invention (Invention)
| Patent to- Busmess -Compositional Proportion: (Invention} =
oo oo | Income:- : : [ T E
¥’ Contribution of - -
Patent to Royalty.
Income

Here, we would like to describe NP (Net Profit) and Rl (Royalty Income) assessments.
Since the above factors mclude lmplementatmn rat1o and hcensmg posmbﬂmes, the
assessment formulas shaﬂ be - T e

= (Proﬁt Ratio)=x-(Company’s-Share) x {(Whole Market)’ - .
RI = (Royalty Rate) x (Other Company's Share) x' (Whole Market). | -

I Discussions by Virtual Cases (Simulation}, = ..

This paper illustrates a few virtual cases in the product fields of the companies . .
where authors belong. The following discusses the validity of the formulas above
and the points to be noted in structuring The Global Patent Portfolio based on the.
_Patent Value. . . . : : : :

(* Refer the,eases) :' ) .
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IV.: Itéems to: be Noted in Structurm the Strategic Global Patent Portfoho
About the Ground of Calculatmg Expected Buslness Income based on Net Proﬁt

: The essentlal‘p'urpose 'of'an'enterpnse' is to produce'proﬁt Therefore “The Global
Patent Portfolio has to be in a form complying with the purpose of enterprise.
Based on thisviewpoint, the Global Patent Portfolio we propose adopts the net profit -
of a company’s own products for calculating NP, notthe net sales-of the products.
However, there are several problems in using the net proﬁt of the company 's own,
products in terms, as. descnbed below ' s sl

(1)* In the:aforementione'd --simu'lations, "Net Profit of Own Products” is assessed
based on "Expected Sales of Own Products” x "Expected Net Profit". - ‘However,
in chemically related field and other similar field, the initial investments,
including development costs are very large. Therefore, it is often difficultto. '
calculate "Net Profit of Own Products” simply by "Profit”. ~In this case, another

method where "Manufacturing Cost":and "Initial Investments (Development =~
Cost)" are subtracted from "Sales of Own Products should probably be apphed ;

(2): 1t is d1ff1eu1t to ﬁgure out- the accurate port10n of the contnbutmn by the
patented invention in "Net Profit of Own Products”. B

(3) The "Costs Required for Patent Application/Maintenance" are not considered in

: ‘the simulation in this paper since their amounts are expected to be:far smaller
than the expected "Sales of Own Products". However, to be more: prec1se itis -
probably necessary to consider "Costs Required for Patent - :
Application/Maintenance" in "Net Profit of Own Products",:.. :

-2, _._:-~The Effects of Cross L1censmg

The patent cross hcensmg offsets the royalty income from the other party for the use;
of the company’s patent in the other party’s products, by the royalty payment to the
other party for the use of the other party’s patent in the.company’s products ‘and is
widely practiced in.the electnc and engineering fields. SRR

Unlike the chemically related fields where almost all products are patented
individually, in the electric and engineering fields, it is difficult to fully cover the

company’s products orly by the company’s patents:™ “This teans thiat compariies ™
are often obhgated to agree on Cross l1cens1ng in order to use exchange patents W1th
each other ' ' '

Although those patented inventions that have been the subJect of cross hcensmg :
- should also be assessed in the Global Patent Portfolio, the discussion i in'this =~
proposal is insufficient on the assessment of the Patent Value in the case of a
product requiring a multiple number of patented inventions in its production.
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..assessment. as an-individnalinvention'.-:In-erder-to perform 'the-assessment-as:a-

3. The Synergistic Effects of Patents in Groups

As meéntioned in the section 2., it is difficult to: completely cover a product by.a:: -
single patent in the electric and engineering fields, and itiis: 1mp0rtant to form: a;
patent network pert1nent to each product Tt o ENEE

, Each invent'ion in patent: groups that constitute'-azp'atent network probably also has:
© to be subject to "the‘assessment as a.component of a‘patent. group”;.as well as "the

component of a patent group”, we need to perform:arelative’ assessment on a-
multiple number of inventions. At the same time; we also need:to assess the ..... g
relativity among these inventions.  Therefore, itis our future-task to.address ,ho.w.-,,.
we shall extend the current study on the Global Patent Portfolio for individual .- -
inventions.

4, The Effects of Defenswe Patent Apphcatlons

A defenswe patent apphcatron (an apphcant company has no mtentlon of :
nnplementmg it in’its own product) can be thought as a patent applied: for in orderf
to secure the freedom 'of the company's own:business by precluding other =«
compatiies from the business. When such a patent application’is assessed by:o'ur.?

proposed Global Patent Portfolio; the'factor ‘o ‘will be:"0" since the "applicant:.:

company has no'interition of" mplementmg the: patent in. 1ts own’ produc " and the :
Patent Value would be smaJl S ERE - S

The defensive patent applica;tion'-canabe ‘seen &s ‘one form of patent application.: =+
strategies aiming for the "formation of a patent network pertinent to each certain
invention” which has been described in the section 3; and the Patent Value =i
assessimerit of this type of patent: apphcatton requlres further dlscussmns as Well as:
the issue descnbed i the sectmn 3 R e R

5 The Dxfﬁculty of Future Forecastlng

The factors used in'our proposal a, By viw’ NP and RI are: Values a]l estrmated
at the time of filling ‘an application;’ and.1t-1s.wvery‘-d1fﬁcu1t.-to. figure out the accurste:
estimated values. ' It also should be noted that such values must be revised intime,
corresponding to changes‘in the local law of the country, the econemic development:
and the business status of the applicant, et al-  HoWever; itis. deemed possible to: "
minimize the risk of making: fatal mistakes by classifying; in’ order, '*cir'cunista'n‘ces'

- These should iriclude changes in "common factors ini each’ country” and common '

factors in each invention”, as described in this proposal.
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" the viewpoint of each individual company: - That is;"it'is up-to-what a-company:-

6. The Meaning of Patent Value

As for the Patent Values:calculated as a result of the aforementioned simulations, . -

some of ‘the:calculated amounts may seem: far larger than those in our practical- -

experiences. The reason is assumed to be the:insufficient discussions on more. . -
‘detailed factors comprising the Global Patent Portfolio factors «, 8, v and v’
As mentioned in Section 5, "the Difficulty of Future Forecasting', the accurate .- . -
Patent-Value calculation:is difficult.: . Therefore, when-submitting a patent... . :
. application; the Patent Value-of each invention calculated based on our Global ... ..
Patent Portfolio should be regarded as the relative assessment values of a rnultip_le_~. .
number of countries.- -Also; Patent Value;can.represent the relative assessment:
values of a multiple number of inventions or .a-multiple: number of mventmn groups :
by unifying the criteria of the factors. o ', v and. 7. e ' .

V. Conclusion

Heretofore, this paper presented a more quantitative index for decision making,
which is intended to describe the maximum. effects for the foreign patent -application;.
based on theidea of plotting filing strategies using the Global Patent Portfolio, more,
precisely, the paper illustrate the concept of the Patent Value consisting of the . . . .
factors, "Expected.Business Income" and _-"_Expecte_d Royalty Income"... ‘We feel that ..
- the assessment results-obtained in the cases:described:in-this paper, are not far.. .
from the judgements we make in selecting countries for foreign patent apphcatmns
during our daily intellectual property activities. That is probably indicating the -
feasibility of using the concept expressed as Patent Value as a quantitative l_ndex
when, pIottmg mternatmnal patent apphcatron strateg1es P g i T

On the other hand in these hypothetmal cases, the complex factors pertment to the N
patent application are simplified as much as possible for the purpose of making this
concept of Patent Value more comprehensive; thus, it is also true that there would ..
still be many problems to be addressed before applying this idea to the actual patent
application strategies. For example considering the concept expressed as Patent
Value in this paper, it is not easy to assess the absolute value of "Expected Business:
Income" accurately and quantitatively. That is because of the difficulty of the
quantitative setting of the item for assessing the contribution degree. (affect) of a -
patent in the "Expected Business Income”, and at the same time, as mentioned in - .
"Ttems to be Noted”, because the "Expected Business. Income” itself is.dependent on...

- comprehendsias:its “Expected-Business Income”.-  Also, the result of an-actual - -
Patent Value assessment would:look more complex as more complex factors are:
added to the both. "Expected Business Income" and "Expected Royalty Income" for
each invention. ‘. o : : > vt
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It is very difficult at this stage to do an all-encompassing explanation of these .. ...
factors as a general discussion, however, if each company would attempt to make
each assessment factor more valid, by adding/breaking down assessment factors
that the company think it important, performing Patent Value assessments, and
studying and accumulating the assessment results, we would have a more accurate
Patent Value and could plot more precise patent.application strategies. ..The more
comprehensive the results of such efforts are, the more useful the assessment
results we obtain. ' '

&
| .
o L i
A WS S Y P L

As mentioned in this paper, by developing the concept of Patent Value into larger

frameworks, applying the concept to.a multiple number of inventions, and.to a
multiple number of product (business) fields, ‘we may be able to plot patent
application strategies based on the Global Patent Portfolio, which is well balanced in.
the entire intellectual property activities performlng to various enterpnses

The theme of thIS paper covers so the concept of plottmg patent apphcatlon strategy

‘ based__qn the:Global Patent Portfolio;. however, we would like a separate opportunity

to report the. _r_e;;ults of further research based on more-detailed discussions.in the
future. We are also delighted to receive any. frank.opinions regarding this theme.
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Hypothétical

(1 )Busmess Pharmaceutmal Company R R I R

(2) SubJect matter: ant1b10t1c drugs

Case' 1. Pharmaceutical Field " - -

2. The deta.ﬂs of the caIculatmn {parameter settmg) e el

(1 )Conchtlon >'.-:':'_: S

{a) The value of the factor «, was given from the total point of the rating of each
“o country from”l to'5 in "Implementatlon Rate", "Industnahzatxon Pohcy ; '

i "Pragticability of Rights" and "Market Prospect' 10 years ‘Later":

" The "Market"

s Prospect 10 jr’ea:’rs' Later" was figured from the’ populat1on GNP, percentage of
“ medical costs'in the end consumptiori and IMS {International Medical
Statistics).

Country { Implementation

Rate

Industrialization

Policy

Practicability of | Market Prospect

Rights

10 yvears Later

us

0.7

JP

0.7

DE

0.7

FR

0.7

IT

0.5

GB

0.7

ES

0.5

CA

0.5

NL

0.5

BE

0.5

BR

0.3

ALX

0.3

AR

0.1

CH .

0.3

TW

0.1

CN

0.3

SE

0.3

DK

0.3

RU

NGRS IN NN N NN WIW b LA IR LRI G U

NTEN RN A e I T TR S ENTTI FN TSI

P e LI CAISHENSYHSTENICHN M AN EN TN P IR 2)

0.3

Totat Point

46

7~10

11~14

15~18

19~20

o (%)

0.1

0.3

0.5

0.7

1.0
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(b)"The value of the factor: 'y andvy ' [Fundamental of Invention (djfﬁc'ulty i1‘1" o
developing alternative technologies) and Compositional: Proportlon] is.
uniformly setto "1" since "one patent for each product” is basically.t true m the
pharmaceuncal field... . Gt

ﬁ( ) The NP here was glven by "Market size x Share of the Company x (Proﬁt) e

the other hand, the RI here was given by "Market size x Compeutor s share X
Royalty Fate!. ~The royalty ratewas. umformly 10% j; e

Country Market Size . Share of the . NP - DU S
(Mil. Yen) Company . (Mﬂ. Yen) {Mxl Yen}
_ (D/c;) S . :

Us 66000 5 3300 6270

JP 43400 20 8680 3472

DE . 14900 : 10 1490 ' | 1341 .

FR 14100 = . 10 1410 1269

IT 8700 =5 435 827

GB 7500 “10 750 675

ES . |. 4900 : 5 245 466

CA . 4000 ©10 400 360

NL . 1900 - 10 190 171

BE . | 1800 “5 090 171

BR . 1500 5 75 143

AU 1500 .5 75 143

AR 1500 Sl 15 149

CH . 1500 - 10 150 135

TW - 1500 1 15 149

CN - 1500 ! 15 149

SE 1500 5 75 143
AT 1. 1500 -5 75 143 o s
DK ‘1500 5 75 143 o
RU : |<-1000 i 1: - 10 1o 9 iy
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(d) The value:of the factor: '8 ! (Probability of Realizing Licensing to Others) was:
given:from the total point of the rating of each country from:1:t0.5 in::

o Mmplémentaticn Rate®, "

"Industrialization Policy”,’ Prachcablhty of R1ghts"
"Market Prospect 10 years Later" and "State of Competitors’ ‘(existence of -

., technical a]ljlances and emstence of compames that have had negot1at10n Wxth
" inthe Il'ast e e et

Country

Implementa-
tion Rate

Industrializ-
lati_o_n quicy _

_ qf Rights

‘Market - -
Prospect 10

‘Practicability |

- Btate of o
Competitors

Us

! years Later’ |

1.0

JP

0.5

5E

1.0

FR

1.0

IT

1 0.7

GB

1.0 .

ES

- 0.5

CA

- 0.7

NL

0.7

BE :

0.7

BR:

0.3

AU

0.5

AR

0.1

CH

0.5

TW

0.3

CN.

0.3

SE -

c 0.5

AT

. 0.5.

DK.

03 |

RU:

INleipieieininaiRisinio bieinieaia- gl

ST IENSIFS P PN NG PG UV PN 15 Y P70 PN T SRS PR

i e ahieigie s isiaioieidiaie Diaieial

0.3

IS HCHS TSI Y CE IR R IS NN NS (R 19

e 0o ol o 10185 o o oo s o o

Tofal Point

5~7

8~12

13~17

18~22 .

[23<25

B

0.1

0.3

0.5 0.7

1.0

The above parameters were applied to the GPP formula to calculate the Patent Value.

The result is given on the next page.
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(2) GPP : [ Patent Value= ¢ x 1 x NP +.: 8 x.1- x_--.RI__,_|-,.:

Country

o4

NP
(Mil. Yen)

Expected
Business

{Mil. Yen)

B

‘Income™ "

Rl
(Mil. Yen)

.Royalty
‘Income -
- (Mil. Yen):

Expected

Patent ..
Value

US.:

;0.7

13300 .

2310

A1:00

6270

6270,

8580 ...

JP

1.0.7:

. 8680 .

0.5,

3472

- 1736 .

7812

DE

0.7

1490

1043 - .

1.0

1341

2384

FR

0.7

1410

987

1.0

1269

1269

2256

1T

0.5

435

218

0.7

20820 1

D79

1. 797

GB

0.7

750

525

1.0

675

ES

0.5

245

123

05

466

233

CA

0.5

200

0.7

360

252 1

0.5

95~

0.7

R

120

GiNjololo | swindie

BE-

0.5

171

120

[y
<

BR

0.3

75

23

0.3

143

43

1165
66 sk

o
o

AU

0.3

75

23

0.5

143

72

95

—
)

AR

0.1

15

2

0.1

149

15

B
e

CH

0.3 L

150 .

68 -

113

Ll
-t

TW

2

0.3

146 .

.45

a7

=

CN

0.3

15

5

0.3

.'149

45

B

-
~3

- SE

0.3

75

23

0.5

143

72

95

—
b

AT

0.3

.75

.23

0.5

143 -

72

95

—
3]

DK.

0.3

75

0.3

43

6

—
4]

RU.

0.3

10

3

1.0.3

99

30

33

1=
O

3. Reference -

Country -

Population
(Mil)

GNP
(Mil. $)

;?GNPpm'

Medical ..Ccl).sts in
End Consumption (%)

Us

260.65

6737367 1 -

person ($)
. 25860

+0.1763

- Jp

124.96

4321136 -

34630

10.9

DE

~81.41

2075452

25580

- 6.8

FR

57.75

1355030 | -

23470

4.1

IT

. 57.19

1101258 -

19270

GB

58.09

1069457 |

18410

16

LES

~39.19

5256334 1

13280

4.5

CA

.29.25

569949

19570

4.6

NL

15.38

338144 |

21970

7.1

 BE:

10.08

231051 4 -

22920

BR

153.73

536309

. 3370

AU

17.84

350705 1+

17980

7.3

AR

"34.18

275657 |

8060

-CH

6.99

264974 | ..

37180

TW

21.10

210700 |

10202

CN.

1208.84

630202 .

530

SE

- 8.79

206419 1

23630

AT:

- 8.03

197475

24950

DK

5.21

145384

28110

RU

148.30

392496

2650
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Hypothetical Case 2. Electric field ©

1 "Médel SRR : :
(1) Busmess commerc1al mformatlon provider on the Intemet (mcludmg those also :
__ proV1d1ng the access) SRS :
(2) Sub_]ect matter A basic invention (method) used.in: commerc1a1 mformatlon -
* servers on the'Internet. {i.e. a method a]lowmg a drastic
.mprovement on the speed of dlsplay on user side)

o T ara e P S

2. The detalls of the calculatlon [parameter settlng)

(1) Cons1derat10n in Patent Vaiue calculatlon

‘The basic access charge income: by the effects of the mventmn was used as the :
:jExpected Busmess Income by the right. The expected royalty income by the right :
‘was based on:the hcensmg of the patented method to others {other commercml '
?mform atmn prov1ders) v ' : ' :

{1) Conthlon : : " '
(a) The o, was glven from the "Implementatmn Rate (ﬁgured by the m—charge :
d1v1s1on)" "Industnahzatmn Pohcy (assumed mdependent of countnes)
: :"Practmablhty"

: COuntry Implementatxon Rate | Industnahzanon Pohcy ; Practlcabﬂlty o
Us 0.5 N 0.5 0.7 0.17
‘GR o 0.5 b 0.5 o0 0.3 07 1 0.08
JP 0.5 0.5 0.8 0.20
DE 0.5 0.5 0.3 0.08
CA _ 0.5 0.5 0.3 {008 -
AU L T o5 b o3 10:08
FI @ ein w9 oo o g5 o g3 10,08
NL 0.5 05 v 2003 0.08
FR: 0.5 : R N 0.3 0.08
SE 0.5 I N 0.3 0.08
NO . 0.5 R - - 0.3 - 10.08
IT - 0.5 Lown Q5 i 0.3 0.08
CH 0.5 G5 e e 0.3, 0.08
ES _ 0.5 S Q5 e T 0.3 0.08
DK 0.5 L 05 03 {0.08
ZA 0.5 S5 0.1 - 10.03
AT - 0.5 - 0.3 . | 0.08
BR 0.5 R - 0.1 1003 | T
KR 0.5 o 05 0.3 1008
BE - 205 oL 0.5 e 0,3 1 0:08
PL- | 05 0.5 o011 0/03
IL 0.5 05 o 0.1 ¢ 10,03
RU | . .05 L - T T T 0.03
SG . "0.5 05 00 0.03
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l
3
% o e
(b} The value of the factor: - (umformly Fundamental'of Inventton set to "0. 5" and
Composmonal Proportlon set to."0. 1") is umformly set to "0. 05" (PR R
i
3 : ( ). Market size was g1ven by "Number of Users x Annual Access Charge (12 000
yen/ user) ;.. The NP here.was given by "Market size.X. Share of the Company X
Profit (10%)" On the other hand, it is assumed.that the royalty is:set. -
~ according to the number of the users of the hcensees In this case, o
Compeﬁtor s Share was given by:"1 - (the:iser share of the hcensor) rand o

'_' Rova.ltv Rate 1s umformlv set to 3% -

|
A
=
!
:
i

%

Country

Intemet
Host7@96

"(K)

Numb.er
of Users

1 &)

Market
size
(Mll Yen)

Share of
the
Company
(7o)

NP
(Mil. Yen)

RI

(Mil. Yen)

US.

10150

101500

1218000'

6090

34712

770. .

7700

277.2

2688

I

7400 U

7400 |

92400

- .
ot

1776

2131

720 oo

- 7200

:345.6

2488 -

CCA

600, .

6000

~360

2051

AL

530 ..

5200

- 187.2

1815.." '

LIFT D

3300

1188

SOINL

270

2700

972"

PR

2400

864

SE

230

2300

808

NG

170

1700

612 -

150

1500

540

CH

1200 .

1200 -

432

“Es

110777

1100

396

DK

105~

1050 | °

378 -

ZA

1007 "

-1000

360

AT

50 T

900

324 ¢

NZ

85

850

306

BR..

80

800

288 -

KR -

65 .0

650

—

2210

BE

65

650

234

PL

55

5350

198

- IL

55

550= SR T e

RU

50

500

180

clolcioioigioioioivioociooioicioloiwinis

3G

50

" by Network Wizards.

500,

]

URL<http://www.nw.com>
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i+(dy The ‘8 -was.given by "Practicability 'of Rights", " State of Competitors "and."

Local Attorney .

‘The values in the column of "Existence of Competitors”

(software development) are approximate values estimated by 1/number of

*“compatiies.

* has attomeys it

company doesn’t’-‘are gwen "0 1" _‘ EL

‘A for- the_ "Attorney column ‘those countries Wheré'the company
ccess t6;’ are gwen “1" 'and those countnes Where the

| Country |

Practlcablhty of
Rights

State of Competltors

Loca.l Attorney s

Us

0.7

0001.\:. Al Rt

—56

0.0007

GR™

0.3

0.010°

oo T

0.003-

IR

0.8

0.010 :

1.00.. ..

0.008

DE

0.3

- 0.010

T1.00

0.003

CA

0.3

0.010

0.100

0.0003 .

i SR S

0:3

5.160°7

0.0015

- FL o

103

~.0.050

0.100.

10.0015

T 0.3

T0.050

0.100

'10.0015 -

FR = :,.

"0.3

" 0.050

1.00

0.015

0:3

" 0.050

0.100 -

1 0.0015

0.3

520,050

0.100 . =

10.0015 .

IT ¢

0.3

270,050 -

0.100 -

1 0.0015

CH =

o3

70.050

5.100,

1 0.0015

ES:

0.3

7 0.050

0.100: -

1 0.0015

DK -: :..—:

0.3

~- 0,050

0.100.:-

ZA |

0.1

0,100

0.100:. -

:10.0015
10.001

AT .

©70.100

0.100:. :

0.003

NZ .

0,100

0.100- -

10.003

BR: .-

00100

0.100 - .

0.001

KR: -

00100

1,00

0.03:

BE. -

0,100

0.100. -

0.003

PL.. -

= 0,100

0.100:.

10,001

0,100

0.100 -

0.001

RU

+:.0.100

0.100 -

10.001

3G

0.100:.;

-1 0.001

(€) Thevalue o_f_ tlf_ie factor v 1s unifotjmlﬁr_set to 05'

The above parameters were apphed to the GPP formula to ca.lculate the Patent Value

:: 20,100

The result is g1ven on the next page
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(2) GPP : [ Patent Value _

= a :.. X:.--- 005 X

Coun-

Py

NP
(Mil. Yen)

Expected
Business
Income

(Mil. Yen)

Rl
(Mil. Yen)

Expected
Royalty

Incomie "

(Mil. Yen)

Patent
Value

PI'I.O_-

rity

(Mil: Yén) it T

Us

0.17

6090

51.77

0.0007

34712

12,15

63.9 |

GB

0.08

277.2

1.11

0.003

2688

1 4.03

9.1

L 17.76..

0.008 ..

2131

e

26

DE

0.08

345.6

1.30

0.003

2488

50

CA

0.08

- 360

1.35

0.0003

2051

1.7

AU

0.08

187.2

0.70

0.0015

1815

2.1

FI

0.08

0.00

0.0015

1188

0.89 ¥

NL

0.08

0.00

0.0015

972

073

FR

0.08

0.00

0.015

864

BRI

wlo|wiN|einin|al=

SE

0.08

0.00

0.0015

828

0.62

0.00

1.0:06015 .

612 .

046 7|

IT

10081

: 940 -

041 ]

CH

0.08 -

Q.00 -

100015 |-

432 .|

. | ) 032 i

ES

0.08

0.00

0.0015

396

0.30

DK

0.08

0.00

0.0015

378 .

L 0:28

ZA

.03

0.00

0.001

360

0.18

AT

0.08

0.00

0.003

324

049 i .

NZ |

0.08

0.00

0.003 .

306

BR -

003

0.00

0001

288

TRl

0.087]

170,29 7

210

o 1a

g e

BE |

0.08 |

234

70.35

PL

T3

o001

198

170,099 |

L

0:03 |

~170.00

0.001 |

198 =

17700099 1~

RU

0,037 .

0,000

10001

-180

770.090

3G

0.03: ¢

Bidiololc nolo/olojoiololoisiojololo

=

0:001 -

14

o 00220
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-'-"'-"*'orgamzatlon and-operation-of the IP-system-in China:-It is not intended-to- be a-thorough-—

- THE INTELLECTUAL PROPERTY SYSTEM IN THE PEOPLE'S REPUBLIC
: . .. OF.CHINA =
(A U S. PERSPECTIVE)

Byron G Buck and Warren R Bovee

1.0 INTRODUCTIO\I AND PURPOSE o : -
The purpose of this paper.is to prov1dc some practlcal 1nformatlon about the

study of the Chinese IP law, but rather a description of. whlch IP areas are covered by.law .
and :what agencies deal thh those. laws Much of the discussion will focus on patent.
matters because the system of filing. examining and enforcing patents.tends to be of
greatest economic significance due to the nature of protection. In addition, there is .
generallv more material available in Enghsh that describes the patent system. It is:
mteresting to note that a.lthough the patent granting and enforcement process has
probably.received more public attention, the enforcement activity in China at present
tends to involve more issues relating to 1nfrmgement of trademarks and ‘copyrights, .
though there are ajso many disputes about the ownership of patents. - That couid be:

~ atributed to :,everal factors. including the relative ease of registering those nghts and of

proving infringement. Certainly the relative ease of duplicating digital mformauon_and:
trademarks. leads to more cases of infringement of these IP rights.

- The Chmese system is-similar to the other, Systems of the. world in that 1t has
various central offices. charoed w1th handhng apphcanons for 1P ng,hts and the - _-:g o
examination and granting of such nghts In addition, China has a court system that . . .
handles various P disputes as in other countries. However. Chma also hasa = . .
deccntrahzcd system for provu:hno adm1mstrauve remcdlcs ‘which i is sornewhat umque
identifyv the entiues respon51ble for the dlfferent npes of IP matters. —

To many foreigners. the funcuons of the Government in a centrally go'» erned
country and centrally planned economy are not well understood. Because China has. fulIy.
developed its IP system only recently. it is still rclatlvcly unknown to many forelguers
In addition. relativ elv little information is available in other languages though that is. .

- slowly.changing. It is hoped this paper will prov1de a good overview of the Government :

agencies m\rolved in.JP in China and some detailed information about the key a.genmes

Because there are many changes in process. in China, certain details in. thls paper may -

become outdated quickly. but perhaps will serve for a reasonable time as a general -
explanation for those just coming to learn about the Chinese system. .

20.. CHINESE GOVERNMENT ORGANIZATIONS |

Bvron Buck i is an mtellectual propem anornev w:th Caterptllar Inc in Peorla [llmms Warren Bovee '_
is an mtellecmal property attorney with 3M in St. Paul. Minnesota. The authors wish to acknowledﬂe the
invaluable assistanice of Bin Su. 2 graduate of thé Masters of Intellectual Property Law Program at Franklin

. Pierce Law Center in Concord. New Hampshire for her assistance in collecting rmaterials ‘and. drafting and -

reviewing portions ot the text while an intern at 3M. The opinions e(pressed herein are solely those of the
authors.
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2.1 General R ‘ :

‘The PRC has historically been administered and control]ed by the organs of the
State and the Chinese Communist Party in recent history. In societies that accept free
enterprise and private ownership as a part of economic life, individuals, firms and
institutions are free to act except to the extent that the State regulates and laws forbid. In
China, individuals, enterprises and institutions, assume that they are free to act only to the
extent that they are specifically licensed to do so. In recent years, such licenses have

become wider in scope, more public and more w1despread ‘but they are still necessary

All'econtomic activity i$ 4 matter for state concern and regulation unless the State

specifically delegates or-withdraws. Frequently, the State does riot only control, but also
~ negotiates on behalf of institutions’ or ‘enterprises that formally had a separate existence.
Even those corporalions' companies and institutions that are set up by the-Chinese to ‘deailr-

with foreign economic relarions including investment and trade are set up bV the State
and are responsibie 1o the State and subject to planning supervision. e :

Foreign trade and economiic relations in China have traditionally been CGnttélizéd:
and monopolistic. though the State has set up'special corporations to-handle particular
exports and in‘some cases imports. In China: the institutional framework responsible for *

‘formulating and implementing foreign trade policjf was copied from the USSR, At'the-

_time. China was not interésted in direct participation by foreign capitalists'in the nation's
economy. In the 1930's some foreign investment by overseas Chinese was permitted and-

Chind became interested in foreign imports. Foreign trade policy was set by the State -
Council and by the State Planning Commission and the State Economic Commission. -

The policy was carried ‘out by the Ministry of Forenm Trade and the China’ Council for
the Promotion of Intemational Trade (CCPIT) a non- Qovernmental organization- e

established in 195Z. ‘It's functions were to: promote econon:uc and trade relatlons ‘oetweeni

Chma and foreign countries among other things. S
“In the early to mid 1970's Chind began to open its doors to the outside world
Since the end of 1978, the People's Republic of China has been in' the process of - -
~ transforming important aspects of its-economic and political structures and controls and
'adopted a more receptive aritude toward the outside world and foreign investment. The
new course involved 4 rejection and criticism of economic self-reliance. and levehng
Iendenmes of the cultural revolution. The new policies do not necessarily involve a -
repud1anon of socialism and state ownership. Control of major sectors of the economy *

remain fundamental to Chma s'ideology and social structure. The pohcles still affirm the-

leading and guiding role of the Chinese Communist Party. They accept in practice, but -

do not emphasize'to foreigners. the need to secure socialism against internal and external

forces. against instant democracy and dissident propaganda. The new policies do 1nvolve'
a totally new emphasis on the role of market forces and commodity production fora = =
market within socialism. The goal seems to be a socialist system with Chinese

only permits. but actively encourages individual. family and enterprise initiative that is
effective in producing needed goods for a market and thus improving the life of the _
people ‘Individual and joint Venrures with foreign participation contribute to'China's '
dev elopment bx complementing. not ‘replacing. the siate-run and collectwe econorm '

' '-The'» are part of the \anonal Plan.

[§o]
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The centrahzed functions arld agenmes at the state (natlonal) level. generally
supervise similar organizations at the levels of province, autonomous region, -
municipality and:other local level. Thus; there is:not.only.a state Admmxstratlon of
Industry and Commerce, but also a provincial and local administration of, Industry. and
Commerce that deals with various trademark matters. Registration of trademarks is
centralized at the state level, but administrative enforcement of trademarks:is.
decentralized and may: also be handled at either the Provincial or local level.: Similar
orgamzatlons exist in the patent and copynght area and in the court system :

2 2 Orga

2 3 \Tatlonal People CR Congress (NPC) :

- ~The'NPC is the highest organ of state power in: Chma The NPC has the power to '-';?_
amend the constitution and enact the laws; elects the President. Vice-President and the .
Chairman of the Central Military Commission; approves the nomination of the P;remier--.
by the ‘President: approves.all candidates of the State Council upon the nomination of the: -
Premier: and elects: the President of the Supreme. People's Court and Procurator-General: .
It is:composed of deputies:selected from the provinces.-autonomous regions and .~ i
municipalities directly under the céntral government and from the armed forces. The- -
NP(C's-term of service 1s five vears. The current NPC. the Ninth. held its: first. session -
berween March 3-and19..1998. . The btandmg Commmee is the: permanent working body
of the. \IPC ‘when 'the NPC:1s not in:session :

2 -l State Councﬂ Lt - ; SR

The State council is the highest organ of state adnnmstratlon It 1s composed of
the Premier. Vice-Premiers. State Councilor. Ministers in charge of ministries.and
commission. the Auditor-General. and the Secretarv-General. Except.for the Premier,
who is-nominated by the President. Vice-Premiers-and the State Councilor are ‘nominatedi_;
bv the Premier.- Theyv: are all appointed by the President upon the approvai of the NPC
The State: Councﬂ reports curecth 10’ the NPC S : SE i

2 5. Mmlstnes and State Commnssnons Wi g =

Ministries and State Commissions are component umts of the State Councﬂ
Ministers-are appointed by the President upon theé nomination of the Premier and the
approval of the NPC.. The NPC is responsible for approving the decisions of the Premler-_—
to establish. amalgamate and dismantle: Mlnlstnes and State Commissions. - P

2.6 People's Courts "¢ - oo i oo ' SRR

. The people’s courts are. jud1c1al organs of the state The Supreme People s Court
1s established at the:state level, High People’s Courts, Peoplé’s Intermediate Courts. and
the basi¢ People's Courts are established in provinces, autonemous regions and. - SIS
municipalities directly under the Central Government.  The Supreme People's Court the E
highest state judicial-organ. is responsible to-the NPC and it's Standing Committee and .. -
supervises the administration of justice by the:local people's courts, military courts and...*!
other special courts. The current President of the Supreme People's Court is'Ren Jianxin::

G
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The People's courts try all cases publicly, except cases involving state secrets or
individual privacy or those involving minors. The-accused has the right of defense. - -
‘Besides the right to defend himself, he may also be represented by a lawyer or. ask hxs G
~ near relanves or guardlans to" defend h1m = . R SR

2 7 People s Procuratorates : - : e
+ The People's procuratorates in China are state organs- for legal superv1sxon and
enforcement of the criminal laws of China.-The head of the Supreme People's: SR
Procuratorate is the Procuratorate-General. The procuratorate brings actions in the courts
of China to enforce the criminal laws and prosecute the criminals. - There are ¢riminal
penalties under various IP laws in China and these prosecutions are handled by the
Procuratorate at the appropriate provincial. municipal and local level.  The State:Supreme
Procuratorate supervises.the procuratorates at the provincial. mu.mmpal and local level.
The Peopie’s procuratorates have the right to exercise procuratorial authority. They
exercise procuratorial authority over crimes of treason. attempts to divide the country and -
other important criminal cases; examine the cases after investigation by public security
organs. and decide on whether a suspect should be arrested or not;- decide whether a case”
should be prosecute or exempt from prosecution; institute and support public. prosecution"
on criminal cases: and oversee activities in public security organs. courts. pnsons
lockups dnd reform-through-labor institutions. : R . -
~Under the Constitution. the people's procuratorates. as: well as the people s courts,
exercise their own authorities. independent of interference by any administrative organ,
social organization or individual person. Under the Constitution, all citizens are equal
) eUardmcr the apphcanon of the crumnal law TENE i

-.8 Oroamzatlons Handlmg IP Matters '

* There are a number of Bureaus. Ministries'and other ofﬁces that handle matters
that atfect 1P rights in various ways. Thispaper will identifv a few of the key offices and
what role they play in the [P process. - Appendix 1 of this paper contains an organization-
chart that shows in general terms the relationship of the various offices within-the .. =0 ¢
Government organization and Appendix 2 provides further detail about the name,
location. function and administration of certain key offices. *A brief overview of the
description of each office and its function:is included in:the sections ‘that follow.

- The intellectual property-related laws and its implementing regulations (including
some administrative regulations) and their revisions are drafted by SIPO, Trademark -
Office and the State Copyright Administration with'the authorization of the National
 People’s Congress and its Standing Committee.

2.8.1 State Intellectual Property Office (Patent Office): ...~ _
<. The State Intellectual Property Office:(SIPO) was established in about 1980 prior

State Patent Bureaw. but on April 1. 1998 the name was changed to the State Intellectual
Property Office and the organization was promoted to full Bureau Status under the State -
Council.  The Office handles the filing and examination.of Patent Applications under the:
- Patent Law and handles appeals trom examiner's decisions of I‘E:_]CCHO[I at the

- Reexaminanon Board within the Patent Office. The P
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reexamination Board also excluswely handles revocatlon and mvahdatlon S

hearings when the validity of a patent is.challenged. Appeals from the Reexamination
Board are handled by the courts or certain administrative bodies, such as the Patent.
Administrative. Agency in the case of 1nfnngement . o
Decisions of the Reexamination Board of the SIPO in the followmg rnatters shall be
the final decisions: - .
.* Decision rej ect:ng an. apphcatton for ut111ty model or de31gn o ‘o >
x Decision maintaining or, revoking the patent right of a utility model or de51gn, and
* Dispute over the validity of the patent right of a ut111ty model or de31gn '

“Local administrative authorities for patent affairs can handle: patent-related dtsputes upuu’;"f‘
request by the patentee or any interested party, . :
.The Chinese.Patent Svsiem is the product of reform and opemno up of Chxna The- ;
C hmese patent system has been in operation from the, 1mplementat10n of the Patent Law B
of the People's Republic of China on April 1st. 1985 to the present time. Smce that tlme
the Chinese patent system has been playing an mcreasmg important role in promotlng
scientific and technological progress and in the development of the national economy.
In the period from 1985 through 1997, the number of patent apphcatlons ﬁled in.China
~has risen dramatlcalh with the number in 1983 being about 14500 to over 114. OOO in:
1997, an 8-fold increase. The number of Chinese origin apphcatlons has mcreased :
‘during that time nearly 10-fold. from about 9400 to about 90000, though a good. share of .
those cases are utility mode1 applications. The nurnber of forelgn origin: apphcattons has. .
increase about 5 times from 4961 in. 1983 1o about ?4160 in 1997, ‘most of those bemg for:
patents of mvention.. .
The SIPO has estabhshed the largest patent docurnentatton hbrary in: Chma It is .
known as the National.Patent Library (NPL). Up to the end of 1995, the SIPO has
collected a volume of about 45 million patent documents. This includes more than 100 .
PCT search files involving 60 thousand pateént documents. SIPO has obtained a number -
of CD-ROMS., including a collection of full text patent descriptions on CD-ROMs that
are from 1[4 countries and 3 international organizations and the search. dlsks of major ..
countries. L
The SIPO has ﬁmshed the second stage of developmg the Chlna Patent
Management System( CPMS). The CPMS has stored more than 500 thousand patent }
applications filed over the past decade. The computer-aided management system for PCT
examination flow was.set up in 1995 and the China Patent Full Text Database was. also
put into operation. .
...~ China acceded to the World Intellectual Property Organization (WIPQ) on. June 3,
1980 and to the Paris Convention for the Protection of Industrial Property (the, Stockholm-‘;
Act) on 19 March. 1985., On April.1..1985, the Patent Law of the People's. Republic of
China came into force. Qn January 1: _1994_ China formally became a contracting state of.
the Patent Cooperation Treaty (PCT). the Chinese language became.a working language ..
of the PCT. and the SIPO was de31gnated as a Receiving Office, International Searching
Authority and [ntemational Preliminary Examination Authority of the PCT. . .
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2 8 2 Trademark Office of the State Admlmstratlon of
o ' Industry and Commerce - : ' BRI
China enacted the Trademark Law of the People’s Republic of Chma on August
23, 1982, effective March 1, 1983, and amended it on February 22, 1993, effective July 1,
1993. The Trademark Ofﬁce was expressly given, as an office under the direct =~
supervision of the State Administration of Industry and Commerce (AIC), the - -
responsibility for administering the Trademark Law. It has been suggested that there may
be some administrative advantages that flow from this structure. Most notably, the AIC
also has administrative respons.lblhnes regarding the issuarice of licenses to do business,
thereby often qu1ckly getting the attention of parties in an administrative proceeding. The'’
Trademark Office, AIC and the Bureau of Legislative Affairs of the State Council of the -~
People's Repubilc of China cooperatlvelv drafted the first revision of the Implementing
Regulations under the Trademark Law of the People s Republic of China. which-became
effective on Januan 3. 1088 and the second rewslon wh1ch became eﬁecnve on Julv 13 :
19935 . : , . TSN :
~In practice. the local AIC offices of various provinces. AULONOMOUS regions and -
mummpaimes are charged with locai administrative respon51b11mes ‘An example of such P
_provincial offices would mcmde the office in Guangdong province. The main funcuons :
of the Trademark Office are set forth in the Tradémark I aw and Implementing
‘Regulations. These generally include the promulgation and implementation of -
*eouianorb related 10 trademark issues: administration of procedures for apphcauon
examination of applications and registration of a trademark: investigation and resolution’
of trademark infringements: establishment and operation of the Trademark Review and - -
~\djudmanon Board: administration of foreign related matters; maintenance of the -
Trademark’ Remster and publication of the Trademark Gazette; and supervision of local (£
authorities in the pertormance of administrative functions. Primary goals of the - o
* Tradémark Office are 10 improve the administration of trademarks. protect the exclusive .
right to use a trademark. and of encourage producers to guarantee the- quality of their -
goods and maintain the reputation of their rademarks. with a view to protecting R
consumers’ inerests and 1o promotino the development of socialist commodity economy.

Decisions by the Trademark Review and AdJudmauon Board over the tollowmc

matters are final decisions: S : I
* * Dispute over a registered mark. S : :

** Decision of the Trademark Office. rejecnng the apphcauon for reglstratlon ofa:
mark. _ : :
- * Decision of the Trademark Office, malntalmng or cancehna a trademark wh1ch has
been prehmmanh approved and published. ' B :

Like other Chinese intellectual property systems. the Trademark system is the
product of reform and ¢ opening up of China. Although the trademark system is one- of the "

~older-intellectual property-systems in China’ (notably, China-did have regulations

governing trademarks which were established as far back as April 10, 1963). the rnodern'- :
svstem is less than twenti vears old. Therefore. it should be understood and anticipated
that there may be confusion over the enforcement of a trademark. particularly if a
cost/benefit analysis is considered. However. many foreign and domestic companies .

" have successfully enforced trademark rights in China. Most often. these companies have
taken advantage of administrative proceedings in the iocal AIC offices. Understandably,
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 theré are issues relating to trademark law in China that remain to be addressed or

resolved: However, China has made sxgmﬁcant progress in reglstratlon and enforcernent

of trademark rights. . 3 e
Trademark apphcatxons ha\re 1ncreased between 1988 and 1997 from about

47,500 in- 1988 to.nearly 149,000 in 1997. “The.number of:applications filed: ,b__y:vChme_s

has risen from 41683 in 1988 to a-high 0f 144,610 in 1995:and nearly 119,000 in:1997.. ..

Applications from foreigners have mcreased less dramatlcally from 5866 in 1988. to a-

high of 36879 in 1996 and 30178 in 1997. - A ST MRS P

2.8.3 National Copyright Admmlstratwn cibateils

SR ~China étiacted the Copyright Law of the People™s ﬁepubllc of Chinaon
September 7 1990. Asa result, the National Copyright Administration:of China-(INCAC)

was established under the:State Council.in 1991. -Under the:Copyright Law. the
Copvright Administration Department of various provinces. autonomous regions and
municipalities is charged with local administrative responsibilities. . Examples-of such ...
provincial départments in¢iudé those in-Guangdong: Jiangsuw: Shandong and Liaoning: .
Further. many cites have set up copyright administrative organizatiens. The main duties:
of the National Copyright Administration are set forth in the Regulations for the = ...
Implementation:or Copyright L aw of the PRC and generally include the promulgation .. -
and implementation of regulations related 1o copyright issues: investigation and -
resolution of major or natienwide copyright infringements: administration of foreign . : -
reiated marters:-administration of state owned copyrights: and supervision of local <.~ .
copyright authorities in the performnance of administrative functions. A primary goal of /-
the National Copvright Ad.rmmstranon 1S to protect the common interest and the cultmal
environment of the society. : —

Like the Chinese patent svstém. the Chmese copvnght svstem is the product of
reform and opening up of China. However. the Chinese copvright svstem is much newet:
than the patent system. :It-is:]ess than fen vears old.. Therefore. it should be understood
and anticipated that there may be confusion over the advisability of registering'a. ..
particular work. particulariyv if a cost-benefit analysis is considered: the process for:..: .- -
obtaining registration: and-the enforcement of a copynight. - Understandably. there are .- @
many issues relating to copyright law in China that need to be.addressed or resolved.
However. in a verv:short time China has made achlevements in registration a.nd
enforcement of the copyright.- o

On May:30.:1991. Chma promulgated Reguiatlons for the Implementanon of
Copyright Law of the People's Republic of China which were approved May 24, 1992,,;
and became effective on June 1. 1991 (an English translation of which is-attached in..
section 1.2 of Appendix 3).. On September:23; 1992. China promuigated Provisions oii
the Implementation of the International- Copyright Treaties.. These regulations became :; -
effective on September 30.. 199” (an Enghsh translation: of which is attached in sect:onx: :
1.3:0f Appendix 3).: T : - -

Moreover. China. acceded o the Beme C onvention on October 13 1997 to the
Universal Copyright Convention-on October 30, 1992, and to-the Geneva:Convention for
the Protection of Producers.of Phonograms against Unauthorized Duplication on-April:: -
30. 1993, Additionally. the'US:-and PRC agreed to-a Memorandum of Understanding on:
the Protecnon of mtellectual Propertx n: I anuan 199” thch became etfecnve on:March:
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‘ 2.8.4 State Pharmaceutical Administration of China (SPAC). . 3
““Among broader responsibilities to regulate the pharmaceutical 1ndustry, the SPAC g
‘receives and processes applications for administrative protection of certain - R |
pharmaceutical products in‘order to discharge its responsibilitiesto guide: the l :
pharmaceutical patent and technology market and.take charge of the adminiSt’r'ative L '
protection of pharmacéuticals. - Undeér the "Regulations on Administrative Protection of
Pharmaceuticals” promulgatedion December 19, 1992 certa:m phannaceutlcal products :
can receive exclusive rights in China (See section 3:2. 9) BN O |
2.8.5 Ministry of Agriculture , !
- “The Ministry is responsible for the: protection of plant varieties dmong the broader ;
respon51b1ht1es implied by:the Ministry title. . S
2.8.6::Intellectual Property Executive: Conference (IPEC) .
L The IPEC was established in 1994 as a Committee within the State Councﬂ .andz‘ o
deals with the study. decision making, domestic legislation and enforcement and v i .
international consultations relating to major [P issues.” In 1995. IPEC initiated a
nationwide action program tor JPR enforcement and protection and has established - -
similar subordinate commirntees in all of the provinces. IPEC provides guidance in the:
establishment of industrial IPR associations. especially in science and technology«-
industrial parks. and heips advance IPR 'management and protection in industries.” -~ "
research and higher learning institutions.” IPEC also works to establish public awareness- -
oy providing [PR education. and Promotes the dex elopment ot famous brands and
prOduCtb gl s . . . T

2 9 Oroanizations handling Technology Transfer .
0 2 9 1 Mmlstrv of F orelgn Trade and Economlc Cooperatlon
(‘\/IOFTEC) i
+In1982. the \/hmsm of F oreign. Trade the \/hmstrv of Foremn Economlc
-Relauons. the Foreign investment Control Commission and the State Import—Export
Commission had been amalgamated as the Ministry of Foreign Economic Relations and.
Trade {MOFERT). The agency was: subsequently designated as MOFTEC. :
:MOFTEC is‘responsible-for helping to formulate the national fOI'ClUIl trade plans :
in consultation with the: State Planning Commission: Itmanages the fore1g11 trade
system. approves import and export licenses, handles technology transfers, negotiates e
international trade agreements and participates in relevant international trade . = -
organizations. It'also supervises the local foreign trade bureaus in each province, major
city and autonomous region. and-the specialized national foreign trade corporations .- :
(FTCs) that are primarily responsible for conducting foreign trade on behalf of China. : :-
Further MOFTEC controls several trade-related companies.. MOETEC :itself 1s organized
into several administrative and functional or regional departments. including departments.
- for fore‘i‘gn‘“trade. treaties and-law: import-export-administration and---teehnologyx-;‘transfer.-‘-.«.-‘.w-.‘-‘
‘Thie' national FTCs under MOFTEC are responsible for negotiating and .
conductmo a-major-portion of China's foreign trade. They act for Chinese forelgn trade :
entities notauthorized to trade directly. It is often the FTCs, not the Chinese: it
manufacturer or-consumer-user. that signs-the final contract and determine the most -
important contractual terms. The Chinese importers or exporters are-usually-allowed to- - - -
participate in trade negotiations without having ultimate say regarding the agreement.
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FIC's a're'independent' legal-entities; Each FTChandlesa separate.'category. of
trade commodities or services. - The FTC's also implement; China's bilateral trade
agreements by negotlatmg and s1gn1ng 1nd1v1dual contracts under those agreements S

3.0... THE CHINESE LEGAL SYSTEM

3 1 Background and Hlstory of the Chmese Legal System e
-China's legal system:has existed in - various forms for many:years;, but. has
undergone 51gn1ﬁcant change in recent-years as China has moved from:a solely centrally :

“plaried econorny ‘o incorporate eléments of a mdtket driver economy.” This'has begn::.

particularly true in the [P area as China's IP. system has-undergone enormous:- change As ;
currently organized. the Court system and process is similar to the. US svstern in-many
respects.-but of course there are also many: differences. - L el e
The Chinese legal svstem is based on the civil law concept rather than a commen;
iaw concept and there is hrmted opportunity 1o use the powers-of the courts to discover or
compel-the production of evidence.- There is also:limited opportunity to protect evidence
submitted 10 a court:. Another major difference that-makes the IP system unique:is that. . .
there-is-also-an administrative system 1o provide remedies-for infringement. ‘A -major-
similarity to:the US system-is the use of a concentrated hearing where all of the evidence:;
and: arguments are presented. at one hearing.  This differs:from the practice of- hav1na a
series of hearings set by the courts as in the Japanese iegal system. e s
Because the Chinese education system includes law as an underoraduate program
as in many other countries. few lawyers in China have both technical.and legal training.
Patent Agents handle matters before the administrative-bodies and:lawvers handle matters
before the courts: Generalh ‘they w1ll team up when IP issues are to be handled before
the COurts, : PR e el
3 1.1 C nmmal and ClVIl Procedures SCTEI RN S
Both criminal and:civil proceedings are av allable in: the people s courts and
violations.of intellectual property.rights may resuit in both civil and criminal penaltres -
depending on the offense. . -.Fhere are relatively harsh-criminal penalties that canbe -
imposed for-the most significant copyright violations. Imprisonment:of one ormore .. -
vears is possible along with fines-and many. such:sentences are imposed. However.in -
Instances where a. prison sentence is imposed. the sentenceiis sometimes- suspended for:.
one or two:vears-$o.that if the defendant does not break the law for that penod the ;
defendant can avoid going to jail. L : IRTIETIE
:The Procuratorate at the-provincial and local levels are responsnble for bnngmg
the cnmmal action once they have.enough evidence to prove a crime has been - .~ -7
committed. . They will investigate and .gather evidence as needed.. A
el - A civil action can be initiated in the-court having: subject matter
Jumsdrcnon generally either the Intermediate: Court (for patent infringement). or the Basrc
Court (see section:3.3.6.1..3.53.8 and 3.5.9). If a crimiinal action is initiated, a c1v11;ac_non_
may:be appended to the:criminal proceeding.. The-evidence gathered by the prosecutor - -
may be.used in the civil proceedmo and court-costs for. the appended civil action canbe: :
avoided. - PRI : ERER ; R T




' 3.1.2: The Civil Law system and the role of precedent ' -

China has a'legal svstem based on the continental civil code system:: The ultimate -
authority is the statutory law and decisions-are rendered:by courts using the facts as basis::

and the law as the criterion according to Article 7 of the Code of Civil Procedure.

Decisions of the various courts are generally not'biriding in the:trial of other matters as ..

may be the case in common law systems De0151ons are not routmely pubhshed or
indexed. PRI R AT ;

Foreign: natlonals stateless persons, forelgn enterpnses and orgamzatlons have
the sarie’ procedural tights and obligations as Chinese citizens, legal persons and

organizations per Article 5 of'the:Civil‘Code. In trying cases, courts are expected to

attempt voluntary conciliation in accord with legal principles. - But if conciliation is
ineffective. the court should then render judgment. There are generally twolevels ef
courts which may be invoived in anv:given matter: w1th the court of second mstance

generaily- bemc thé ‘court o1 last resort. : - w :
R 7. 3.1.3: The Discovery of Ev1dence

' There are no subpoenas or other means to compel-parties in a CIVﬂ action to: brmo .

evidence 1o the court.: Generally the parties must rely on'private investigators to gather

‘the evidence that is needed 10'show infringement. : This sometimes makes it very: dlfficult :

1o initiate an' action. particuiarly for a foreign party:. If a criminal action i$ initiated.a -

civil action'may be appencied The ev1dence oathered bv: the prosecutor may be used i

ihe civil action.

3 2 The Intellectual Property Law TS
- 32.1 The Trademark Law.

The modern IP laws in China are relatively new. Although regulatlons regardmg
irademarks were promuigated in 1963. the current Trademark Law was first promulgated

at the 24™ session of the Standing Committee o the Fifth National People’s Congress on
August:23. 1982, This law came into. force on March 1.:1983.  The Revision of the
Trademark law came into force.on July 1.-1993; The revision‘of the Implementing .-
Regulations under the Trademark Law was promulgated on January 3. 1988 and =+
subsequently revised again on July 13,1993, China acceded to the Paris Convention for

* the Protection of Industrial Property in 1985 and the Madrid Agreement Concerning the'
International Registration of Marks in 1989. 'In November 1988 China adopted the Nice 2

classification in the registration-of trademarks and the Vtenna cIa551ﬁcat10n of the
hcuratlve elements of trademarks. R '

* The PRC has the first to file rule to determine who is entltled to realster a mark
There are provisions in the law for exceptions if the mark has been registered in bad faith
or tor well known marks if their fame can be proven by showing a leading positionin the-

home country, international market recognition and'that the-mark is known in the PRC.

--Several foreign marks-have received the benefit of this-protection-while other marksg: =
thought to be: famous by Westerners'have encountered difficulty. It is important to' '
consider registering a trademark:in both Chinese and Roman characters in order.to obtain
the most complete protection.: Service marks are registrable. .There is a need to file -
separate applications in each international class of products. A registered mark is valid - -
for 10 vears and is renewable. Use of an unregistered mark is allowed except on
pharmaceutical and tobacco products where registration is mandatory. Licensing of an

1o




agencxes and the Customs authorities as dlscussed elsewhere
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: unregistered mark is not: permitted and atrademark license agreement must be registered

with the local AIC and with the Trademark Office within 3 months of granting the .
license.

The PRC anti-unfair competition law also relates to the protection of marksﬂ and

' provides‘a cause of action and penalties for.counterfeiting trademarks, using similar .-

names, using similar packaging to mislead buyers using other tradenames, stealmg
commerc1al ‘secrets or revealing them to others.. : TR,
.- Enforcement of rights in marks is ava.llable from the courts admlmstratlve

w3227 The'Patent Law b ' [EEEPENG S

The Patent Law-was first adopted 1in. 1984 and came 1nto force in 1985 The ﬁrst
and latest revision was in 1992, Protection is availabie for inventions. utility: r_nodels _and
industrial designs. In order to be patentable. an invention must-be novel. inventive and
have practical utility. Pubiication anvwhere.in the world and local use bars novelty. The
inventive standard is "prominent substantive features and represents a notable progress". .-
but incremental advances can be patentabie. .Excluded form protection are scientific -
discoveries. ruies.and methods for mental activities, diagnostic methods of disease . - :
treatment and animal and plant varieties. The term of prOtECtIOI'l is 20 vears from date of
ﬁ‘lno ST e - o . . .

The application must be ﬁied w1th the Chmese patent Ofﬁce in the Chmese
language. [oreign applications must be filed'through a designated local agent. . .
Appiications are published within 18 months from the priority date. In 1994, Chma
acceded to-the PCT so that China can be designated under a PCT application.. PCT .1 -
applications. may be filed in Chinese or English: - There-is no opposition procedure, but a:-
request for revocation can be filed within six months after the grant of the patent An,
invalidation action can be filed after that period. . e e :

Patents:may be:licensed. bur the license. agreement should be re01stered w1th the
Patent Office within three months of granting the license.: i :

A-utiiity. model can.be filed for any new technical solutlon relatmq to the shape.
sttu‘cture or the combination: of a product that has a practical use. There is examination-
for formaiittes. but no substantive examination of utility model applications. . A valid. -
utility model: should beinventive to: the extent of having ' substantwe features and -
represents progress.” : : F BT

Industrial design protectton may- be oranted for any new des1gn of the shape
pattern, color or the combination of a product that is fit for pracncal use.

3.2.3: The Copyright Law :: SR

In the early 1980's. China promulgated. Trial Regulatlons of Copvncht Protectlon on,
Books and Magazines. The Copyright law and implementing regulations became - - *
effective'on June 1. 1991 and the Regulations for the Protection of Computer Software : -
were implemented on October:1.1991..0n October 15 and October 30. 1992 China. -+
became a contracting State of the Berne Convention and the Universal Copyright. -~ -«
Convention. respectively. China has-adopted the principle of automatic: protection for: .-
copyright according to international practice; and works need not be registered to receive
such protection. However. various parties expressed wishes to have their works... .- .
registered in the administrative authority for copyvright affairs, so. The State Copyright
Administration has recently promulgated the Procedures for Voluntary Registration of.

11
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Works dnd has ‘started to ‘accept applications for voluntary registration. The registration..-:::
fee is about US$400: (including official fees and attorney fees) for each. work to:be” =+ 0
regls‘fered
“Computer softwareis-further protected in:the Computer Software Protectlon
' Regulat1ons implemented in:1992. There are procedures for registering software, but - -
they are not often followed because there is'no requirement for registration if the holder:
of the right is a national of a country belonging to'the Berne Convention and disclosure of -
the source code may be required.: Originally, China established the Computer:Software
Registration Center of China to be administered by the Ministry of Electronics Industry.:: -
However, the State Council recently decided that as of June 1, 1995 this function would
“be merged 'into the State C opyrlght Admlmstratlon to m1n1rmze fragrnentatwn of
copvnaht registration, - S - . =
: 3.2.4 The:trade Secret Law S o
Protection for Trade Secrets in China is not vet addressed ina spec1ai trade secret
_law.!Rather. protection for trade secrets is achieved through a combinationof general . .
“contract law. the Anti-Untair Competition Law effective on December 1. 1993 .and the
criminai iaw..‘There has been discussion about a new trade ‘secret law but as-of this . .
writing. such faw has not been adopted. - e ‘ S
Under contract law. an ..mplovee or licensee or other person can be bound b\r a.
contract 1o protect certain trade secrets and can be sued for breach of that contract: -
- However. it may not be possible 10 sue athird party under the contract law. such as'a
subsequent emplover. for misappropriation of the trade secret learned from another.
Another difficulty is that the term of a license agreement cannot exceed 10 years and the :
term of confidentiality shall cease when the term of the-agreement expires. Special -
permission tromi the government (MOFTEC) can be requested for a longer term.: Some
commentators anticipate that the regulations will ‘be amended to allow negotiation of .: .
confidentiality-obligations without the need for. permission of the government. - .-’
The Law tor Countering Unfair Competition became effective on'December 1.+~
1993 and the Provisions Concerning the Prohibition of Acts of Infringing Business -
- Secrets became effective on:November 23..1995. This taw identifies:among several other.
grounds of unfair competition. misappropriation of trade secret as one of several unfalr e
acts prohibited under the law. The law defines a trade secret as "Technological o
information and business information that is not know to the public, derives economic . -
value for the holder. is of pracucal apphcablhty and has’ been subject to steps bv the '
holder to maintain secrecy.” .- Shni
The law specifically provides for cwﬂ a:nd adm1mstrat1ve rehef for
misappropriation. Civil remedies include injunction-and compensation for damages -+
based on thetrade secret-holder's actual losses caused by the misappropriation. =
Alternatively. if that amount is difficult to calculate. the amount of damages should be the

infringer's profit derived from the misappropriation. In'addition. the owner should be -

compensated: for réasonable costs to investigate'the mlsappropnatlon The admmlstratxve?’”"

remedies stated in the law include issuing an injunction and imposing a fine from about '
USD$1000 to about USDS$24000. However the adrnlmstratwe authontv cannot order
compensation for damages.. Co : vt : SR
~Article 10 of the law states that where a thlrd part\f obtalns uses .or diseloses 1the
busmess secrets of others with: full knowledge of the illegal acts mentioned in the law,- :
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they shall be deemed to have infringed.on the business secrets: of others. However, it may
be difficult-to sue a third party; such as a subsequent employer, for misappropriation of
the trade secret learned from another unless it can be proven they had full knowledge of .
the 1llega1 acts undertaken to obtain the secrets.:. IR R T Th
~Criminal sanctions have been-available. for trade secret mlsapproprlators since
December 11,1992 when the Supreme People's Court. and the Supreme:People's -
Procuratorate jointly issued the "interpretation on the Application of Laws in Practice. .- -
Concerning Some Questions Regarding the Handling of Theft Cases." On June 17, 199_4:"5_;""-;
the Supreme People's Procuratorate and the State. Commission of Science-and . .. ¢

“~Technology jointly issued the "Opiiiions on Handling Ecotiomic. Crinies in'‘Science and -
Technology. Activities” which state:that whoever steals technical know-how in‘serious-; .
circumstances should be prosecuted for criminal liabilities as a criminal offense of theft. . -
Criminal penalties include imprisonment.:including life imprisonment. the death p’enalty- f
and.confiscation of property.. Normally. the sentence for misappropriation of trade . e
secrets is not as harsh as thefi of tangible propertv and would. hkeiv not exceed five vears
mpnson.-.-r : T

SR 3:.2.5 The Law of analr Competltmn _ L ,
The Law for C ountering-Unfair Comipetition became effecnve on December 1 1993
The purpose 1% 10 prohibit unfair acts which harm trade;,competitors such as = .7 .. .
counterfeiting rademarks: using similar names and packaging to mislead buvers usingt-
the rradename o1 another: stealing commercial secrets or revealing them to others: _actlous';,
by local governments to force the buving of goods form operators designated by them; . -
bribery;-predatory pricing: tie-ins or other unreasonable conditions; making certain kinds-x;--;
of.sales of .goods by, giving prizes: col’lusion“among competitors; uttering falsehoodsto: -
damage a competitor. etc.. See section 3:2 4 above for. other aspects of the remedres
available under the law. : ‘ : IRTET

3.2.6 The Law relatmcr to the Protectlon of Plant Varretles _

| The Regulations on Protection of New Varieties ot Plants - were: adopted on October 1.

1997 and China has joined the UPOV- Comermon e f o

3.2.7 The Customs Law - i

The Customs Law of the People's Repubhc of Chma came: mto force on July 1.
1987. The Regulations of the People's Republic of China:Governing Customs Protection
of Intetlectual Property Rights became-effective as of October 1, 1995. The Law.and : .-
Reguiations permit the. Customs General - Administration of China (CGAC) to'detain 7 ;.-
goods being imported or.exported if they infringe a patent, trademark or copyright. . ... -

- -Inorder to-enforce theirrights. the IP owner must record the right with the CGAC :

and thereafier petition the CGAC to detain suspected goods:' The petitioner must deposit-. .
a security with the CGAC equal to the CIE value of the import goods.or the FOB value of
the export goods. Disputes.about the goods are resolved:by the parties applvm0 to.the:
People's courts...(See furthér comments in section 3. 7. 4) ; : ;

' 3.2.8: The Arbitration Law : wNT e e ey

Ah.houcrn arbitration in various forms has been practiced in Chma for some: tlme :
the first arbitration law in the PRC became effective on September 1. 1995 Thedaw.- o
provides.that disputes over contracts or other disputes involving property between
citizens.:legal persons and other organizations are subject 0 arbltrauon The law also -
states that the:foliowing disputes cannot be arbitrated: - :

)
i
|
|
|
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-+ 1) ‘disputes over marriage, custody, support and inheritance;
2y adrmmstratwe dxsputes that by law should be handled: by admmxstratlve
organs. :

between the parties and, according to some commentators, perhaps in certain instasices

even where there is not such a relationship. Validity of a patént would not séem to be AR

: —arb1trab1e in'view of Art1cle 3(2) because vahdlty is a: sub]ect to be addressed by the

- SIPO. . .
The law: spemfies that the- system of one ruhng is practlced in arb1trat10n The

people’s courts will not'aceept a lawsuit over the same dispute that has-been decided in

arbitration. However, if a court repeals a ruling as provided under the AIbitrationLaw,"-".-': ;
the parties.may re-file the arbitration under a new arbitration agreement or bring:suitin - -

the people’s'courts. The rulings of the arbitration Commission must be signed by the .

parties and wiil be eiiforced by the Peopie's courts. The law apphes toan arbltratlon that -

involves foreign parties as well as domestic parties.

The new Arbimration Law establishes a new arbitration svsiem under the Chlna R

Arbitration Association and purports to governall arbitration:in China, Article 79 states
that the operation of other arbitration institutions which are established before this law-

goes into etfect and which are not in line with this law shall be terminated.  On June 8.
1996 the State Council promulgated the "Circular of the State Council General Office on =
the.Clarification of Certain Issues Concerning the: Implementation of the Arbitration Law:
of the Peopie's Republic of China.” - This circular provides among other things that the .

newlv:created local arbitration commissions can handle international arbitration casesas - °
well as domestic cdses. ‘This raises some guestions about the continuing role of the China -

International Economic and Trade Arbitration Commission (CIETAC) which has -
rraditionally handled international dlsputes in Chlna (See further comments on:
. arbitration procedure in Section 3.7). : : s ‘
- China is a contracting state of the Convention on the Recoomuon and
Enforcement of Foreign Arnitral Awards of 1958 (New York).
3.2.9 The Regulations on Admlmstratlve Protectlon of
Pharmaceuticals -

“An important set of regulations in the pharmaceutlcal mdustry is'the ‘Regulatlons :

on Admuustratlve Protection of Pharmaceuticals” promuigated on December19; 1992.
and became effective Januarv 1, 1993 Administrative protection can be applied for.

pha:rmaceuncal products which- (1) were not subject to protection under the China: Patent -

Law priorto January 1, 1993, (2) were subject to an exclusive right in applicant's home

country between January 1.-1986 and January 1. 1993 and (3) have not been marketed in -
China prior to the date of filing the application for administrative protection. Foreigners -
must file the application through an agency designated by the State Council to act as-their. :

agent. In accordance with the regulations. the examination of the application shall be

completed within 6 months unless the applicant is notified of special reasons why the

examination cannot be completed within 6 months. If protection is granted, it shall

endure for a period of seven (7) years and six (6). months from the date the certificate or -
protection 15 issued.. The protection shall cease prior to its full term if'(1) the exclusive
right in the home country is lost due to. invalidity or other reasons. (2) where the annual .
fees are not paid. {31 where the owner abandons the right by written declaration, and (4) -

i4.
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790,000 lawyers registered in'China. Prior to 1986 anyone could apply to be ‘a lawyer. -

‘where the owner of the right does not: apply for the right to manufacture or market. the

product in: Chma w1th1n one (1) year of the 1ssuance of the certlﬁcate

33 La‘vyers EER o ) T L . .

- Because the legal system and legal educat1on was disrupted durmg the cultural
revolutlon, until the mid 1970s; the modern Chinese legal system has a relatively short
history. The number of formally trained and-qualified lawyers has-been growing; but-th’e_ o
numbers are still relatively small and not sufficient to serve the needs of a growing
economy. By 1987 there were 20,000 lawyers in all of China. Currently there ar¢ about.

Since 1986 the bar examination:system has come into effect. The Government has: -
encouraged the qualification of additional lawyers to meet the internal needs of the
country as it transitioned from a rule of men to'a rule of law: As the market-based
aconomy grows and more laws have been promulcated to meet the needs of a developed o
country. more lawvers are needed: . SRR :
Law Is an undergraduate. +4-vear degree in C‘nna tollowed bv a bar e\{ammatlon
As an example. the current pass rate for the national bar exam for-the municipality of
Shanghai is about 20% though other provinces may have a different pass rate.. Passing :.. .
the bar exam zarns a certificate. but to be licensed vou must work for a law firm and .« .-
reriew vour ticanse every vear. If you work for the State vou eannot be licensed asa. -

lawyver. An enterprise can have a legal department and the Ministry of Justice may give:

special approval 10 allow the lawyers to be registered. bur it is reviewed each vear... ...
Graduate schools in:law are also available.” Continuing legal education is required and- .-
the licensed lawvers must atiend 6 out of 12 seminars on various legil topics given each
vear in order to get their license renewed. Lawyers.in China can represent foreign clients
on'many ‘general matters without being designated as authorized to do-so in.contrast with -
patent and trademark agents who must be specially authorized 1o represent foreigners...

3.4 IP Agents/Attorneys . - SIS R

Patent agenis {also commioniy reterred to as: patent attome\s) are- avallable 0.
represent applicants in applving for patents. They:do-not have to be attornevs- at-law..,
Gengérally the agents will have some technical training and be admitted to.the patent bar. -
Recently there has been established a qualification test administered by the SIPO for.. .+~
patent agents: Foreign applicants'must use one of the agents designated by the SIPO to
handle foreign applications. Currently:there are 15 such designated. agents for handhng
fOI‘ElGIl patent applications with 6 of those being newly. designated in'1998." Ll

- Trademark agents are also licensed by the Trademark Office. As of April of 1998-,
there were 36 agencies designated as. authorized to handle:foreign applications. Currently
there are about 10.000-members of the China Intellectual Propertv Soc:1etv but not’ ail of -
thern are paten[ or Lraderndrk attorneys. R S

3 5 People s Courts - T ST IR Ry

The Law of Peopie’s Courts promulgated on JuIV 1z 1979 and amended on
September 2. 1985 by the National People's: Congress determines the structure and ..
composition of court system in China. There are three judicial levels including the Basic
People's Courts. Intermediate People’s Courts and High Peopie's Courts. The Courts are.::
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charged with deciding:civil and criminal-casesiaccording to the: Constitution and the Law,

Courts decide cases independently ' conforming to the law.- Decisions:are not routinely: .-

published. though records may be kept by each court and may be circulated among
persons in legally related positions. The Supreme Court Publishes a Supreme Court

- Bulletin that includes regulations, instructive casés, and reports of work. ‘The National
Congress and many local governments have their own official bulletlns to make o
_legislation:public.  Superior courts supervise lower level courts:- sty
Trials are normally held in public €xcept when concemed thh state : secrets,

crimes of infants, and private confidential matters. Supertor courts supervise lowerlevel .. -

courts. ‘The courts-generally sitin panels.of 3 judges to hear cases. ‘Under the Chinese
system. a:matter is:tried in the court of first instance with appeal to a.court of second

instance: The second instance judgment is-usually final and enforceable immediately. - :

There {s minimal discovery permitted and the courts use a concentrated hearing system.

rather than'a series of short hearings spread out over several months or years. There is no -

preiiminary injunction proceeding. but a similar proceeding called a "conservation ..
measure” may-be requested so the court can seize goods when the complamt is filed.
~:3.3.1 ‘Supreme People’'s Court s e :

The Supreme Court has jurisdiction over all lower level courts. cnmmal c1v11 £conomic;

- and other tribunais. The Court has Jurisdiction:over cases of first instance specially- -

designated by:law as being within its jurisdiction. appellate authority over decisions and. -

judgments ot high level courts and specialty courts and cases presented by Chief
Procuratorate pursuant to supervisory procedure.. When deciding cases where there are .
:ubstantue iegal problems: the court 'will undertake to expla.m its decision. -

v :3.5.2 Basic People's Courts : '

The Basm People’s Courts are the courts of first instance for most 1egal matters and L
existat the level of county.-autonomous county. city. at the level of a county, and district. ..

under'the junisdiction-of a municipality (ora mumc1pal district). ‘There-are-more than -
3000 such courts in China
3.5.3 Intermediate People's Courts S .
The next higher level of court is the People’s Intermediare Court. These courts hear
appeals from the'Basic: Peopie's courts:and may be the court of first instance for certain. -

inteflectual property disputes. such as patent infringement.. There: are more than about. . "

- 4006 such courts and they exist:at the level of a region (or prefecture) under the .-

- jurisdiction of a provincial government; ‘a municipality (or city) under the. juﬁsdicﬁon(?)

of a provincial government or of a municipality under the jurisdiction of the state
government. and at the level of autonomous prefecture under the jurisdiction of an -
autonomous regional government. Thirtv seven of these courts-have been designated by
the'Supreme Court to-hear patent disputes. - Because intellectual property litigation is
specialized ‘the Intermediate courts in Beijing and several other municipalities and -

... provinces have set up special intellectual property divisions responsible for hearing cases_j T E

of patent. rademark and copvright infringement tooether w1th cases of dlsputes over
_ technolom contracts {see 3.3.6.1). RS S
= 3.5.4 High People's Courts - ¥ S :
The. I—I10h People’s Courts are the courts ot appeals in most instances. There are more
than:30 of such courts at the level of province. municipality {or city) under the
jurisdiction of the state government( such as Beijing, Shanghai-and Tianjin), and:
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autonomous region. Many of these courts in the major provinces and municipalities-have

also established spec1al1zed Intellectuai property d1v131ons and panels of trained Judges to
hear such'cases. - . Glove e Lo S e

3:)5 Spet:lalCourts rtnifr i Lol nn sl
There are also separate courts set up to hear matters relatmg to spec1a1 areas of the

law. These are the military court, -the:maritime court; and the railway: transportation.” *

court.
3 5 6 Trial of Patent Cases ‘ L
:3.5.6.1: Sub]ect Matter Jnrlsdlctlon

Bemng Munlcmai Courts - T T ST
The Intermediate Court-of Betjmg Mun1c1pa11ty 18 the court of first mstance for
appeals from the decisions of the SIPO regarding: - . et =
* Decision rejecting a patent application by Reexammatlon Board of SIPO
* Decision revoking or-upholding a patent by Reexamination Board of: SIPO
* Decision invalidating or upholding a patent Reexamination Board of SIPO, - -
* Decision on compulsory license or rovalty for a patent by the SIPO. N
The court of second: mstance relatwe to. these matters is the ngh People s court. of
Beijing Municipality. R ST ‘ : : Lo
. Beiiing and Other Courts -
For the following patent-related disputes: - PR : : :
* Using invention. utiiity model and design w1thout consent ot the patentee durmg
the period of time from afier publication:of the application and before grant of a patent, -
* Appeal of a decision on the infringement. of a patent within prescribed time limit, -
+:2%: The right-to-apply for a patent. e: g status of an-invention (semce Or non-service
mventlon) ‘Inventorship.: apphcant T R

*Ownershipof a patent: and .- S co
* Assignment of a patent: aopheatton ora patent
The court of first instance will generally be: o
*  The Intermediate People’s Courts at the locat1ons of prowm:lal oovernments
autonomous regional governments and rnumelpahttes under the Junsdmuon of the state. "
government: . 7 : ‘ : SR
* The Intermediate People s Courts in Spec1al Economxe Zones and-. :
* The Intermediate People’s Courts in cities open to foreigners or in larger cities
where the administrative authorities for patent affairs is-located; which are designated
. by the High People’s court of each provmce and autonomous reglon and approved by
the Supreme People’s Court, _ :
The court of second instance wil] aeneraﬂv be the correspondlng ngh People S Court at
the locations of provincial governments; autonomous: regtonal governments, and
municipalities. under the Jurlsdictlon of the state government, i:e. Bet_]lng Shanghai and
Tianjin. L N TP T
Special [P Dnlsmns : : ke : : :
= Special Intellectual- Propertv D1v151ons were. Set up both n: the Intermedlate People s
Court of Beijing Municipality as the court of first instance and in the Higher People’s
Court of Beijing \Iummpaht\r as the court of second instance in July. 1993 for the
tollowing disputes: SR L o e Ty
* Ownership of a patent.

17
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»*:Qwnership of a trademark, e :
* “Qwnership-of a copvright (1nc1ud1ng computer softwa;re), o e i

* Infringement of the right of invention, the right of dlscovery and the nght of other o

scientific and technical achievements, : L

#% " Contracts for technology transfer, == e - LT
* Various intellectual properties involving forelgn countries, Hong Kong a.nd
Taiwan.
(Note: some of disputes identified above will have the -Basic People’s Courts as the
court of first instance and the Intellectual Property Division in the Intermedtate People s
Court of Beijing Municipality as the court of second instance).: v Kl
Special Intellectual Property Adjudication Divisions have been estabhshed in:
* The Basic People’s Courts of the followmg dlstncts Ha1d1an District in Beume
and Pudong District in Shanghai. - - :
* The intermediate Peopie’s Courts of 14 mumcmahtles mcludmg Beumg
Shanghai. Tianiing. Ft..znou Chancsha Haxko Xiamen bhenzhen Shantou and
Zhuhai. : :
* The Higher People s Courts of the tollowmg provinces. and mummpahtles (7)
(Guangdeng. Hainan. Fujian, Jiansu. Beijing. Shanghai and Tlanjmﬁ :
3.5.6.2 Venue - SR
Article 26 of the Civil Procedure I_aw governs the temtonal jUIlSdICtlon for
~ Infringement in generai: AR L
.. *The People’s Court at the locanon where mfrmgement took place or where the -

..+ defendant resides following the judicial level requirement. - "

-+ % Plainuff can choose the one that is the most appropriate _]l.ll'lSdlCthIl where there
1s more than one court having jurisdiction for the same case, (where both the
People's Court located at the place where infringement:occurred: and the People’s
Court located at the place where the defendant resides has the jurisdiction), - -

* Where the plaintiff files the lawsuit with-more than one court having-

jurisdiction. the court which places the case on record shall have the junsdlctlon
The place where the infringement takes place is: S R

* The place where the infringed product 1s rnanufactured vuth respect to.

infringement of patented product, - :

* The place where the infringed product is used or sold when the product:lon

~ place can not be identified with respect to infringement of patented product, :

-+ (In practice. there were cases in which the courts at the places where the infringed
products were sold accepted the cases even though the productlon fac111ty was .

“ clearly identifiable in another territory), ' ‘ : o
* The place where the infringed patented process 1s. used o ._
©* The piace ‘where the licensor is 1ocated with: respect to licensing another partv ;

% The place where the licensee is located if he has exploited the patent, v th
""‘respect to-licensing another partv 10 explou the: patent w1thout authonzatlon of or
- license from the patentee. - o : o
*' The place where the hcensor is located when one co-owner of the patent
licenses others 10 exploit the patent without the consent of the other co-owners; . -
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* The place where the licensee is located when one co-owner of the patent .
- licenses others to exploit the patent w1th0ut the.consent of the other co-owners -
-:-and the licensee has exp101ted the patent; - : SR SRR
* The place where the assignor is located when ome co-OWner. of the patent
assigns more than his share of the right to the patent to others w1thout the consent
of the other co-owners;
.. * The place where the assignee is located when. the a551gnee was aware of the
-+ fact that the assignor overstepped his authority, - e
* The place where the passing off (ma.rklng as patented) took place or; where the
“rwxigonsequential damageoccurred when passing off of other party’s patent has T
caused the- damaee tothe patentee orthe interested party without criminal <
liability: - e L
357 Trademark—related dlsputes
The court of nrst mstance for most trademark: dlsputes is the- Ba51c People S Court
The court of second instance in these cases will be the Intermediate Peopie’s Court.
Under Article 29 of the Civii Procedural Law. venue is:proper in the court at:the location

-where infringement occurred or where the defendant resides.  Venue may also be proper

in the court atthe place where-the goods with the infringed registered trademark have -
been:sold. Plainitf.can choose the most appropriate jurisdiction where there is more than
one court-having jurisdiction for the same case. :Where the plaintiff files the lawsuit with -
more than one court having proper jurisdiction. the court that places the case on record -
shall have the jurisdiction. - There are exceptions where some important foreign-related ..
cases may. be handled bv the People S Couxts at: hloher levels ( 1ncludmg first and second i ;
instance}. : z
:Local 1ndusm and commerce adm1mstrat1ve authontles at the level of countv and

those at higher level have the power to handle trademark-related disputes:

- * Fortrademark infringement. the industry and commerce administrative authontles
ar. the place where the infringer is located or where the infringing act was committed have -
the power 10 handle the case as the first instance. :

*..The corresponding indusiry and commerce admtnlstrame anthontles at hl_her
level have the power to reconsider the decision made in the first instance upon request.
*_The People's Courts at the place where the administrative authorities as second.:.
instance is located have the jurisdiction-for an appeal on the decision of reconmderatxon G
by the relevant administrative authoritiés. - o IR ‘ : gt
o 3.5.8 Copvnght—relatcd disputes:. ' e
Generallv the court of first instance is the Basic People’s Court w1th thc Pcople s
Intermediate Court being the court of second instance. Again. some important foreign- .-
related cases may be handled by the People’s Courts at higher levels (including first and
second instance). During-recent vears the People's courts have set up special trial courts

~ for intellectual property rights and there are about twenly provinces and cities that have -

such courts. Copyright cases accepted by the People's Courts have been increasing year
after year. In the year:1994; the number of copyright cases accepted by courts . o
nationwide was 362: In 1993, 385 cases were accepted-and 436 cases were acceptedin.
1996. A number of imporiant copyright infringement cases have been tried. In recent . ;-
vears 25 international record companies. including the: American Microsoit Company... ..
Walt Disney Company and Polygram:Company of Hong Kong have sued in the People's:::
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. Administration: for Industry and Commerce (AIC) due to the historical development of
the trademark registration svstem in China. The administration of trademarks follows the :

courts and won. It'should be noted that in many cases the criminal sentences are-
suspended so that if the defendant abides by the laws in the future, the sentence is not
served. It should also be noted that the damage awards to prevalhng partles are generally
very low by Westem standards P L i

3 6 The Procuratorate TERAR -

~The Procuratorate system operates in conjunction w1th the courts-at the various
levels in China. The structure is similar to that of the courts. The primary function'is to
investigate and prosecute serious-criminal cases.. IP-owners can request the local

* prosecutors to take action against infringers in appropriate cases where the criminal laws

apply. The prosecution of IP cases isnot a common function.performed by the
Procurator and would onlv be considered in especially serious cases, for example the
manufacture of products which could cause death.or injury.such as perhaps
'\harmaceuncai medlcai apd Iood products by way 0'.t exampie

23,7 -&dmmlstratne Enforcement : o
- One of the unigue reatures of the Chinese IP system is the sysiem of

: admlmstrame enforcement of IP rights as:an alternative-to the courts. - The origins of

such a system mav be traczable to China's reliance on a centrally planned economy where
the executive branch of the government plays a strong role in administering the national. : .
economy.’ As China moves toward a 'socialist market economy. the intervention of =
administralive agencies in many areas of Chinese life is decreasing. ‘However, the role : -
plaved by government in-developing the economy continues and has been reinforced:in - ..

_ some cases as being essenual to this transition. This is particularly true in the IP area -

where the establishment of a full-service IP system has happened very rapldlv and needs
1 be centrallv administered with coordinated enforcement nationwide. e e L

The administrative agencies mayv be used to enforce IP rights of various tvpes in a
number.-or situations. The [P owner should carefully consider whether the administrative .-
remedies availabie may be superior to the relief afforded the courts in some instances. .
Tvpically the costand spead of action favors the administrative remedy. In some cases,
relief can be had in'a martter ot davs or weeks if there 1s' reasonable proof of infringement- -
The administrative agency normally does not charge the owner for their services unless
there is a special situation where a number of agents may have to be involved:
Countervailing is the fact that the agency will decide on its own whether or not to pursue
a particular action. This ofien depends on the amount of proof brought to.them by the IP
owner asking for assistance. Further. the orders of the administrative agency may be:
appeaied 10 the courts so in'some: cases. the relief may be uncertain fora time. :

‘ -+ 3.7.1 Administration of Industry and Commerce (AIC)
n Chma. the Trademark Office is under the supervision of the State

principle of a unified registration system at the central government level and
administration at various levels locally. Under the PRC Trademark Law, the AIC. and 1ts
offices at the provincial. municipal and other local levels are empowered to-make
decisions on trademark intfringements and counterfeiting.” AIC's are also authonzed to
enforce the rights.under the Counter U nfalr Competition Law: i
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the 1nfr1ngement and order and superv1se the destructton of the mfrlngmg artlcies 1f the

* Upon complaint by a trademark owner against an infringer, the AIC has the right

to éxercise such powers to investigate and collect evidence, to make inquiries:of the -
parties, to check the infringing articles and:order a.seizure of the articles, to investigate . .. -
into the illegal acts relating to the infringement, and to review and copy relevant records ..

- of the suspected infringer. When the infringement is declared; the AIC is-authori-zed_jto-' e
take such actions as ordering the infringer to immediately stop selling the infringing

goods, seize'and destroy the infringing trademark logos, order theremoval ofthe . . - ...;
infringing trademarks from the articles; confiscate tools directly and exclusively. usedin, - -

from the lnfrmglng goods. The AIC can also levy ﬁnes of 1o more than 30% of the

illegal turnover from the infringement or less than five times the illegal proﬁt Further E
the AIC can impose a fine not exceeding about USD$1000 on the person in charge of the . -
infringing entity. The AIC may also order that damages be paid 1o the trademark owner.

- When trademark counterteiung is considered a.violation of the penal code, such as where .

the public health and welfare is affected. for example as with food or medical products. -
the AIC or the rademark owner may petition te the public prosecutor to institute a - .
criminai action against the violator. In a recent vear, the AIC's throughout the country -

. handled a total of about 20.000 mtnncement and counterfeiting cases. out of whtch more

than 1000 mvolved foreign parties.
352 Admlmstratlve Authorltv For Patent Affalrs {AAP A) r

The AAPA is the administrative body under the Patent Law to not only admlmster:
the patent system at the various local levels: but to: also enforce patent rights by making . .. -
decisions on-disputes. concerning fees for exploiting patents. the right to apply fora : ...
patent of invention. the ownership of a patent. whether an application shouid be filed for-..
a service invention and illegal passing off of products as patented. The AAPA can issue .-
an order to stop infringement of a patent and awarded cornpensatlon to the patent owner -
under Article 60 of the Patent Law. - :

The PRC Patent L aw empowers the: -\;—\Ph\ 10 handle ex oﬁ’ icio. patent passing;
off cases bv:ordering the violator to cease the activity and by levving a fine ranging from . .
about USD$100 to about USD$6000 or one to three times the illegal gains. Ifthe offense_” _
1s serious. the -offender mayv also be prosecuted under the criminal law, |

- 3.7.3 National Copyright Administration of China (NCAC)

»In accordance ‘with Article 8 of the PRC Copyright Law, the Copyright . =
L\dtmmstratlon Department under the State Council shall be responsible for the -
nationwide administration of copyright including the investigation and. pumshment of s
copyright violations. The local offices of the NCAC have the power to send a waming to...
pirates. issue an injunction to stop producing and. distributing infringing copies.
confiscate illegal gains of"infringers. seize infringing copies and the facilities for making ..
the Infringing products and impose fines on violators ranging from about USD$1000 to. -
12000 or two 10 three times the local value of the infringing copies. A fine of from. L
USD$120 10 63.000 may be levied in the case of production and sale of a work of fine art
where the signature of an artist is counterfeited. The NCAC can also order compensation
be paid by the infringer o the owner. ~ :

21
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#3.7.4 Customs General Administration of Chma(CGAC)

China Customs is a state organ responmbie for the supervision and control over all;. :

arrivals-in ‘and departures from the Customs territory. The CGAC is under the direct -
leadership of the State Council. There are 338 port Customs Ofﬁces n the country and
40 regional Customs Houses.

According to the Customs Regulations of Intellectual Properry nghts whlch came
into force in October of 1997, 1P 11 ights holders can record their rights with the Customs -
General Administration of China (CGAC)and request the Customs offices at portsto .+ .

seize the goods that infringe their IP rights as the goods are-imported into .China or

exported out of China. Not only can trademarks and copyrights be registered; bui patents
can be registered as well. Obviously enforcing a patent right presents some difficulties in.:
terms of proof of infringement that are not present with trademarks and copyrights. To- '
date. most of the patent entorcement matters have involved mechanical devices that are i
zasilvirecognized. The wademarks that are entorceable by Customs include trademarks -

ragistered with the Tradernark Office. trademarks registered with the International -
Bureau of WIPQ and wademarks confirmed as well-known in China. Patent rights =
include patents of invention. utility models and industrial design. Copyrights-include

those thar are valid according to'the China Copyright Law and international conventions. :-

The Customs Reguiations require the IP. owner to record their rights with the . .. -
CGAC bertore requesting seizure of goods infringing the [P rights. The documents -
required are an application Tor recordation. a copy of the IPR certificate or other
'evideh’ce.fa copy of business license. a power ef attorney by the agent acting for the
owner and a copy of any license issued by the IPR owner. Owners outside of China - -
should appiy for recordation through a Chinese agent. CGAC will approve the
recordation within 30 days from receiving the application or give reasons if the
application is denied. ‘A fee of about USD$100 must be paid for each application. " The -
~ validity period for recordation is 7 vears and may be renewed for another 7 vears.

The basic procedure involves IP recordation with Customs. detention of suspected -

inrringing goods. Customs investigation of infringement. and the confiscation and
disposition of goods determined to infringe. CGAC has the power to take ex officio -
action against imported or exported infringing goods. such as in the case of pirated CD’s,.

etc. An ex officio action is rarely taken in the case of trademark or patent violation. In.:

1996 most customs seizures involved pirated disks in'personal luggage. The new

Customs Regulations permit the transport of CD’s for personal use so long as the quantlty

is less than 20 in number. As a result. CGAC has now focused their attention .on

commercial cargo involving trademark infringement. Though the number of seizures has- '

decreased the total valie of the seized goods has increased: : :
If the suspected infringer disputes the detention they can lodge an

opposition within 7 days and the parties may go to the court to resolve the dispute.: If the ;

_.IP owner intends to obtain damages or other relief .against, the mfnnger ‘the owner must
sue in the cn 11 court. - - o

3 8: -\rbltratlon

Many types of disputes may be resolved by arbitration if the parties agree to such ;

procedures. Unul recently. domestic arbitration cases have been handled by arbitration
commissions established within departments of the Admimstration of Industry and
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~an dapplication to-arbitrate with thie selected commission: - The arbitration tiibunal is

* Commerce at the various levels of the- government Currently there are bout 120

arbitration commissions in China. - International cases have been solely handled by _theu R
China International Economic and Trade:Arbitration Commission (CIETAC). Founded':: -
in 1956, CIETAC has over 40 years experience:in arbitration work in the PRC and is- -

~internationally recognized as-being one of the prominent arbitration centers in-the: world. ="

The new law does not mandate termination of CIETAC, but merely requires it to operate’ -

in conformance with the law and provides:that the other commissions may now also

handle international arbitrations. o AT
In: order to arbitrate there must be an: agreement to- arbltrate The partles then ﬁle o

composed of a single arbitrator or three arbitrators. With three arbitrators, each party: .-
appoints one and those two choose the third and presiding arbitrator. If the parties wanta
single arbitrator. they Jomth choose the arbitrator or authorlze the commission to appomt :
the arbitrator. : : - : RIS . :

- The arbnrauon may be conducted mn: pmrate OT 11 Open $ession. The part;es may -
have 1egal representation. .- written record is made of the proceedings, ' the wribunal may -
require mediation before ruling. The award shall be'in writing and will state the . .
arbitration claim. the facts in dispute. reasons for the award. result of the award. period:-of
performance. the pavment of the arbitration fee and the date of the award. The award is
final: but a request for canceliation may be made 1o the court within 6 months for the
TEasons specmeo 1n Junc 38 of the Arbitration Law. ' '

4.0 PRACTICE TIPS AND RECOMIVIENDATIONS Se : e
A cautiousiv proactive approach to protecting and enforcing mtellecmal propertv £
in China is recommended. Because of the nature of the Chinese culture and political
system. developments and changes'in the intellectual property laws and their enforcement
should be monitored closely.. Organizations should take advantage of opportunities to -
engage in debate and discussion regarding the development of intellectual property laws .-
and enforcement. Additionally. an-organization should endeavor to become known
among Chinese bureaucrats as a technology leader in China and a company with a strong:-
record and long history of doing business in Chinaand employing Chinese workers.
Ideally. an organization would begin obtaining patent protection on important .-
technology in a country three to five vears before the country becomes. a significant . - ;
market or competitors begin operating significant manufacturing facilities within the . -
country. This lead time allows. among other things; for protection on the most recent -
technology to be in place and for a reasonable knowiedge base to be developed with
respect to-operating efficientlv and economically within the foreign system.- Because it- -
takes approximately three vears to obtain a patent in China and another three vear delay if*
deferred examination is used to an organizations advantage. patent applications should" -
start being filed today if China is projected to be a significant market within nine to
eleven vears or competitors are e‘(pected to establish SI_nlﬁcant manufacturing fac111t1es
in China within this time. - ST ' : e A
For many organizations the average of most pI'OJeCUOIIS 1nd1cates that Chma .3
expected to be significant ten vears from now. However. it is understood that lack of -
motivation in the Chinese market and society: for efficiency may impact on sales'of some
products. particularly products that depend on improved efficiencies provided by new

[§
L

—219—



technology to-support their prices.- Therefore, this could slow the significance of Chinato -
some organizations and the timing of protecting intellectual property rights; particularly -
withrespect to specific product lines.” However, the market for-other products may be...

driven more: by other forces—goVvernmental regulations or reduced consumptiomni of >+

- natural resources, to name ‘a few.  Therefore, a decision to protect intellectual property

related to these produets. may not only be justlﬁed-——but imperative. =
~ China's current intellectual property system is.less than two-decades old and in

some ways may resemble rather crude and unsophisticated systems found in- ...«

- underdeveloped or developing countries.- Consistent, predictable and adequate

enforcement of the existing laws continues to be a tremendous concern in China. - To an.

outsider that does not fullv-understand the Chinese system,:someenforcement in China- -
may still appear to:be related as much to a party's-"connections” as-to their legal position.- :

or argument. “Further. the amount of any monetary award to a foreign claimant is -

generally insurficient 1o compensate for the damages sustained and is usually dwarfed by. .

the legal costs 10 Dursue the:action.. Today. most cases for enforcement must be justified

solelv on: the benetits that come:with: obtaining an injunction against the other party or in -

limited instances. seizures:of the infringing qoods or the beneﬁt of pubhcntv for takmg
© action against the intringers.. : S : '
‘~However. China's intellectual Dropem svstems are chanomc and de\«elopmﬂ at a-
rapid pace. Changes are enacted and progress is.being made everv few months. Many .
easonabiy acceptabie inteliectual property laws have been enacted—indicating a -
commitment 10 improving China’s IP systems. These are factors for which China
deserves credit and which should attract the attention of: forelgn compames seekmg to
operate. manufacture and sell products in China. :
. To be in a position 10 take advantage of the mtellectual propertv systems in -
C hina. organizations need to monitor developments and changes in the intellectual
property laws. pursue oppoertunities 1o assist with changes in the laws. and gain- + ..
experience with the:processes for obtaining and enforcing intellectual property rights

China. The rollowing issues should be considered by an orcamzanon desiring 10 lmprove'

its: Dosmon in China: - : S

.. I there 1s little or no e‘ipenence. an oroamzauon should consider illmo »
patent _appncanons in China-for important technology. related to one or more *: .
specific product lines. This-should include greater exploration and analysis of the .
alternatives for obtaining intellectnal property protection in China, including.
‘different intellectual property firms and the geographic location of those firms. -

2. ~Work closely with administrative officials. including the AIC,

provincial patent administrative offices and Customs. to quickly enforce and seize
infringing articles.: Consider the use of private investigators in order to provide . - -
signiﬁcam evidence and information 10 the:administrative authorities.
3. C on51stentlv inciude a familiar face in an organization’s enforcement.

activity. This should help coordination of enforcement efforts. heighten
awareness of an organizations proactive approach to intellectual property and

~ build a repuration among Chinese-officials. - -
4. Consider registration of copyrightable works that. ha\fe spec1ﬁc

- reoulauom governing their protecuon like software (see -\ppendl‘( 3). Keep in.
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" mind that many Chinese practitioners seem to recommend not registering other 7 ..

types of works.

5. Actively support and participate in act1v1t1es sponsored by national
inteliectual property organizations which meet, give presentations and seminars,
and exchange perspectives on policies underlying intellectual property laws and
enforcement with varlous Ch' ese. offici l from d'ff t,1 vels w1th1n‘-th'e
Chinese government. SRR

6. Under this approach, there will be some front loaded 1ntang1ble investment
costs for an organization as it continues to:build its reputation and experience in China.

b

—~These’costs result from-marketing the- orgamzatlon to Chinese officials=analogous to~

marketing products to dealers and customers:: Futther, costs will'be incurred in order to
build knowledgé and experience with China's intellectual property systems. However,
this knowledge should ultimately lead to more efficient and effective use of Chinese -

_intellectual property sysiems to facilitate makmg, using and selhng differentiated

products in Chma
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referred to as. Chma Intellectual Property Ofﬁce (CIPO) State Patent Bureau

~ APPENDIX 2 -

Detalls of Varaous Key Ofﬁces that Handle IP matters
1. 0 STATE INTELLECTUAL PROPERTY OF F ICE OF CHINA
1. 1 Ofﬁcral Name State Intellectual Property Ofﬁce of Chlna (SIPO)

1.2 Other Popular Names Formerly Chlnese Patent Ofﬁce (CPO) a.nd sometlmes

B

1.3 Locatlon of Mam Ofﬁce and Branch Offices
Headquarter Beumo

._-..'%ddress \ao 6Xnuchenglu Haldran Drstnct BEI_}IIZLU 100088 Chlna
Ernarl wwwi@SIPOn.SIPO.cinet- S :
: -:Web hrtp CWWW, SIPO en.net. - 2

The SIPO has set up receiving ofﬁces i Shenvang, Jman Changsha LR
Nanjing.Chengdu and Shanghai. The SIPO-has also‘established the Patent Personnelf S
Training School at Yan-tai City and an IP training center in Beijing. In addition. SIPO -
has designated the Regular Microorganism Deposit Certer of Microorganism Research.
[nsttute o1 the China Academy of Sciences and the China Typical Cultire Deposit 7=
Center of Wuhan Universitv as the institutions for the deposit of microorganism for the: -
purpose of patenr procedure

L 4 Introductron ) , _ PR

The:SIPO was: tounded in Januarv 1980 as- the Chmese Patent Ofﬁce (CPO) as an
institution directly under the State Council entrusted-with the governmental furiction of
administering the nationwide patent work. On April 1, 1998, the office was renamed the
State Intellectual Propertv Ofﬁce of Chma SIPO) and was elevated frorn Instrtutlon to
full Bureau status. : : o : XN il

1.5 Mission: .

1) Receiving and e‘camrnmg apphcatrons for patent, nnhtv model and design. Handlmg
reexamination, revocation and invalidation of patents.

2} Exercising the governmental function of administering nationwide patent atfmrs e. g
guide and coordinate patent administrative authorties of localities and: govemrnent
departments in their work of mediating patent disputes, organizing the’ patent bar
examination and examining and approving the establlshment of. patent agencres and
designating: torergn-rclated patent agencres ete.. : : St

3) Proposing amendr_nents to the Patent Law and its Regulation as mandated by the State
Council: Interpreting the Regulation as requested by the People’s courts, administrative
authorities and any other executive organs: and formulating or participating in
formulating relevant regulations on inteilectual property and related administration (or
management).
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4) Working out strategies and programs for the development of the nationwide patent & /

work and general and specific principles for patent work and, upon approval;initiating
the implementation of them ; formulating, jointly with relevant government departments,

rules and regulations on patent work:in the fields of economy, science and:technology- .-

““and guiding the patent work in locahtles and enterpnses scxentlﬁc research 1nst1tutes and
colleges and universities.: .- RN
5) Studying and proposing the cntena for the conﬁrmation of patent nght and

infringement .of patent right to guide and coordinate patent administrative authorities of '
localities and government departmerits in their work of mediating patent disputes aid:- ;=

investigating and dealing with the act of passing off patent, and put forward consultative
suggestions for the people's court in the trial‘of cases of patent. dlsputes such as patent

infringement. etc. : :

6 ) Formulating reievant policies and regulations to standardlze and cn.ude patent

licensing ::Guiding and participating in the work of appraising mtanalble property that

mainly deals with the appralsal of intellectual-property.: - -

‘71Administering the country's patent documentation and prowdm& patent mformauan

services for the society; guiding government departments and localities in their work of

patent documentation and patent information. inténsifying the diffusion of patent

‘nrormatlon 10.all uelds of: the society-and bnnemw about the: adva.nce in the information .

industrv:. Gk b : s S L -

8 %cimmlbtenno the activities. ot mtematlonai commumcanon cooperanon and
exchange on patent work. and paIthIPBIIHQ: in-and coordmatmo forelgn affan's in the
aspect of mtellectual property. : SRR SR e

1.6 Leader: Director-General (Commissioner) is Jiang Ying. Appomted to the current

: posmon in 1998. The Director General is appointed by the State Council:: -
- The Commissioner of the:SIPQ:is appointed by the State Council. Deputy '
C OIMITISSIONETS are denommated bV the SIPO and approved by the State Council. -

:Cur;rent Cormmss‘loner:‘_ ~ "“Ms J1ang Ylng
~ Deputy Commissioners: Mr. Ming, Tinghua
' Mr. Ma, Lianyuan
Mr. Yang, Zhengwu
Mr. Wu, Boming 100 oo

1. 7 Repomng Relatlonshlp

The SIPO reports. chrectlv to the State Councﬂ a.nd has recentlv been uporaded to: o

the status of Bureau with the change in name from the Patent Office to the State-

Intellectual Property Office. It is not vet clear whether its functlon will be expanded:to -

mciude }unsdmnon over other IP nqhts as the chanae ot name m1ght 1mpl\«
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The structure of the office follows the form of departments and subsidiaries. The:

departments are structured within the SIPO itself while the subsidiaries are organizations
that exist independently, but are under the supervision of the SIPO.
© Among the Departments, there are 7 enterprises and 1nst1tut10ns dlrectly under the
| SIPO and 3 non- governmental organizations subordinate to it. Tt is not yet clear whether
the other traditional IP functions, such as the Trademark and Copyright function will be
consohdated within the new State Intellectual Property Office.
~In March 1993, the State Council officially approved the New Orgamzatxon Plan
of the Patent Office of the People's Republic.of China. Pursuant to the Restructuring
Program of the State Council and the Notice on the Establishment of Agencies under the
State Council. which were approved at the 1st Session of the 8th National People’s
‘Congress. the State Paten: Buireau became an agency directly under the State Council.
and was authorized by the State Council 1o continue to exercise 1ts governmental
administrative function with regard to narional patent affairs. In April 1998. the State
Patent Bureau was renamed the State Intellectual Property Office of China (SIPO) and
etevated to full bureau status under the State Council (See Appendix 1) The SIPO's
Departments and subsidiaries are as tollows:
' {11 General Office
-Responsible for ham.uncr correspondence and secretarial work. ﬁle manaoement.
reception of visitors and handling confidential documents. etc.: policy research and
promotional activities: managing the Office’s supporting activities. such as finance,
management of the housing property and materials ; and rendering assistance 1o the
Office leadership in comprehensive pianning, coordination. superwsmn and : mspectlon of
all the important activities carried out by the Office. wh
(2) Comprehensive Planning Department
‘Responsible for formulating medium and long term plans and annual plans for the
nationwide patent work: preparing budgets for the finance. materials. equipment and
capiial construction 1o achieve a comprehensive balance: managing the utilization of
foreign loans: internal auditing: organizing the implementation of the patent information
-automation plan covering the whole Office. various provinces, autonomous regions and
‘municipalities dlrectlv under the central government; and carrymg out patent statistics
;collectlon N SR :
~(3) Law and -Treaty Departrnent R :
‘ Respons1ble for organizing the formulation of and amendment to the Patent Law
-and 11§ Implementing Regulations: formulating or participating in the formulation of
related intellectual property Laws or regulations: studying. regulating, and proposing
solutions 10.legal problems arising from the implementation of the Patent Law : studying
‘and regulating legal problems arising from the resolution of patent disputes made by the
patent administrative authorities; studying and commenting on international intellectual

‘the-administration. review. and court argument in the case of adrmnlstrauve
-reexamination request: assessing the proficiency of patent agents. examination. approval ,
-regulation. and supervision of patent agencies: and the matters relating the deswnation of
3'torengn related patent agencies. v

(-’r) Patent Vvork —\dnumstratlon Department

.property treaties and relevant domestic laws or regulations; with authorization, handling




- Officerand-its subordinate units; the selection and: administration-of personmel:

Responsible for directing:and coordinating the work- of patent administrative: \:
authorities:nationwide ; directing the exploitation of patented technology-and regulating-
the: market for patented technology; the authentication and registration of:patent license - ..::
contracts ; directing'and coordinating the:mediation and settlement:of patent. disputes s
conjunction with the Law and Treaty Department; enacting related:policies.and .
regulations inrespect-of strengthening patent-administration :work:; and: evaluatmg and
seiectmg Chinese patent gold prizes-and. dtstmgulshed patent workers e :

(5) Personnel and Education:Department - e b sl L
Responsible for the organizational setup; persormei labor and salary affatrs of the

participate in cadre training, and personnel 1o be sent abroad for further educatlon and
thesecurity-of the Office. ‘ i L e ST s
srr O idnternational :|C woperatlon Department REI I HAIONEE S
In charge of international liaison..cooperation-and exchanoe in respect of patent
atfairs : contacts. cooperation and exchange with: related.1_nternat10nal.0rgamzat10ns and _
inteliectual propert\:':'iﬁstitutions-of related countries and:regions: and formulating and
executing'plans o overseas visits:by personnel:from the national: patent administrative «::.:
svsiem and the Otfice. L I
{71 Patent Examination Administration Department i - -
Respon51bte for formulating plans tor examination work mSpecth its: progress.
and coilecting related staustics « formulating: impiementing and: supervising quality--- -
controlistandards’ and: administwrative measures forthe Office’s examination work ;. .
coordinating the formulation, amendment and implementation. of patent examination -
criteriaand related rules and-regulations.: and coordinating- patent examination: patent
documentation. gazette publication and the comprehensive coordination.: .« sz
(8) Preiiminary Examination and Flow Administration: Departtnent.:;._ o
. Responsible ror reception-and-classification of patent applications for invention,
utility modeliand design: reception of various intermediate documents and other requests- -
or documenis'submitted byv:concerned-parties invthe filing:process: maintaining records: of:
patent applications for invention-and:utility:model-and patent-files ; supervising the ...
fulfillment.of various time limits specifiedin the:Patent L:aw or provided by the: Patent -
Office. and rendering decisions on such matters accordingly ; issuance of patent 2
certificates: editing patent gazettes-and patent specifications; collection and: regulatlon of
patent fees::and recetving:and regulating: international paterit: apphcanons ol
(9) Mechanical Examination Department R B
Responsible for the substantive examination and related work for patent ot
apphcatlons forinvenuon in the: mechanical:industry. such as.mechanical procéssing;
transportation. arms. plasti¢:processing: and light industry. food.: m1n1ng, constructlon.
metallurgy and chemical plant and equipment. i
(10 Electrical Examination Department
Responsible for the substantive examination and relevant work foripatent: @ o0
applications for invention in respect of electronic elements. electrical machinery; power :
generating and distribution. electronic circuits, computers: communications. television .+
and broadcasting.
(11 Chemical Examination Department
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Responsible for the substantive examination and related work for patent-. - - =
applications:for invention in:respect Of inorgani¢ chemistry, organic chemistry,.macro=: .
molecular:icompound, technique and: ‘equipment.of chemical industry; metallurglcal metal_
materials treatment,:food: Medicine, micro- orgamsm and genetlc engmeermg cin e

(12) Physical Examination Department:;:
‘‘Responsible:for.the substantive: exammatron and related work for patent
applications for invention:in-respect-of measuring and meteorologrcal teehmques and
devices, optical elements and instruments, acoustic:elements and instruments;, -+
automatic control and-adjustment, signal devices; prec131on instruments; medlcalz
mstruments and-equipment;:daily consumable, civil: engineerlng and thermal engmeenn
(13 Utility Model Examination:Department - - T : ST _
Respon51ble for prelimmarv examination of patent apphcanons for uuhtv model for-»:i':

and its administration. and for file keeping of patent applications for unlm model durmc
tne Derro& irom recetving such:file to theissuance of the grant ~notice. .
» 114y Design-Examination Department - - L R AT

Responsmle for the classification. prehrmnarv gxamination and ﬁle keepmg ot Hene
patent applications:for.design-duringthe period: frorn recelving such: ﬁle to. the issuance - -
oI the oram notice. TR
' {13+ Patenr Reexamination:Board. el s

o Responsrble:tor..re xamination of cases: Where any: partv appeal tor rec0n51derat10n
as ne or itiis-dissatisiied with the official-decision:of rejecting the application..or the .- . -
decision of:the office revoking ‘or upholding the paient right, conducting: examination:
upon requests: of invalidation:and-providing consulting services in coordination with- :
related -departments in'respect of techmcal judgement OVer: cases of patent conﬁrmanon
and infringement of'patent right." ey Lo e i o

(16) Patent: Documentatlon Department coiTwrmenay G oot (Hd

-Responsible: for:the establishmernt: preparatlon and management of sea.rchmc files
for examipation tincluding patént documents and nonpatent:-documents):. for the::-
operation:of the Patent:Documentation Library: collection of patent:documents and thelr
international .exchanges. and for providing macro=guidance to nationwide patent - o
documentanon netw ork and. 1niorrnat10n services: and patent docmnentanon research

~:The: Patent Documentatlon berarv 1s & patent documentatlon servrce umt unde S
Documentatlon Department of:SIPO. whlch contarns the largest patent documentatlon 1in i
China. It includes: S ‘ o e s -
1. Patent Documentatron Tibrary:: T el
The:Library has:systematically. stored up patent specrﬁcatrons pubhshed bV 73 states
and international:organizations. and the search tools produced bv Dervvent Informatlon
- limited and EPIDOS. T S N OO S I

‘Opening Hour:-Monday: tc
Tel(86=1012019662

riday 8:30-16:00
Fax:(86-10) 2019662 - oo e el

- 2.NPL Library

—228—

i




~-Responsible-for-the-administrative-supervision:over:the:whole: @fﬁce e

- InNPL Library, technical books, penodlcals and other publlcatlon'from home and ..;
abroad are.available to the examination for search purpose. Among these non-patent
literature, the most important content is the 169 kinds of perlodlcals(135 kmds in1994) ...
together:with their IPC<classified list JOPAL (Journal,of patent : associated. hterature)

The 169 kinds of periodicals are usually referred to as the AHALmum- d uments:-.
required for. an International Searching-Authority. Besides, there are-also, Chemlcal
Abstract, Biological Abstracts and scientific reports, etc:: ‘All the collecnons are, opened
freely to the examiners. of :SIPO for their reference. . e s

(17) Superv1sory Office

-:Organizations Subordinated to. SIPO, .
}Chma Inteliectual roperty. Training. Center
China Patent News Agency
«China Patent.Information Center: y Ll wlpe
China Patent Retrieval and Adv1sorv S erv1ce Center 5
+: +China Patent-General Serv1ce Center bl i
China Patent Documentation Pubhshme House T B
- China Patented Technology Development Company ...« ~ooi o o0 o

Organizations under the SIPQ's Supervision
China Association for Inteliectual Property Resea:ch
General Office of China Association of Inventions
All China Associauon of Patent Agents

1.9 Number of Employees: '
The Office has 18 departments with approximately 1000 staff members of which about

600 are full-ume examiners.

1.10 Representative Fees:
See Fee Schedule in Appendix 3.

1.11 Statistics on Patent Information: (Accumulated Total March 31, 1998)

Invention Utility Model Design Total _

Application for patent 210271 426787 126987 764045
Granted right 36972 261813 75378 74163

Application for 1497 360 : 83 1940
Reexamination .

Conclusion of 945 292 39 1276
Reexamination

Application for 278 2057 722 3057
Invalidation :

Conclusion of invalidation 187 : 1178 323 1688
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Mlscellaneous Stansncs SAELAL R L T S
. ' ber of apphca ons' ﬁled m 1996 102 735 1ncreasmg by 24% over 1995
_ Granted 4.1 7800 R
~the total nurmb of apphcattons ﬁled from Apnl l 1985 to December 31 1996

. the number of PCT apphcatzon 'entermg the Chma nat1ona 'phase from Jan
1994%0° Dec.’31,71996: "+ 71 79.4327" e ‘

the number of request for reexamination: from Aprll 1 1985 to May 31 1997
1645 (39%). Closed: 1121.
‘ the number of request for inivalidation from April, 1) 1985 to May .)1 1997 2360
(61%) Closed: 1328.

The average length of appéal’ proceedmgs n Reexammatton Board is about 26
months. By May 31. 1997. there are 1702 cases to’be handled cou.ntmg a workload of
rnorethanavears SRR 7
: the number of appeals for the decisions of Reexammatton Board for the court '

from April. 1 1985 10 Dec. 31, 1996:65: ‘Closed: 46, of which SIPO 'wor 42, i %,
The number of appeals for the dec151ons of Reexmmnauon Board to the court mn

E 1996 is 22.

By Dec. 31. 1997. there are totally’ 91 countnes that ﬁled patent apphcaﬁons in
* China. :
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Utility Patent Examination Procedure in the CPO

Filing OfAPpin E TS T U S U S S ST O U B SO

v

P ehmmary Exammatton ol e

g At i i

Preparation for Publication [~ /| AMend. =1/

Rejection {4 - -|. Reexamination !

{Within 13 mos.)

> - - Administrative
.| Reconsideration

: Publication |

' (18 mon. From Filing) |

i Requestfor substantive joowoovn oo peetes sl —

I - Examination ~Fee..;. | - i 0 o0 | Ifnotrequestedorpaid f o e e
(within 3 yrs. From > Appin. Withdrawn ... f ... .. ...
Filing or Priority). ., - T L

Appeal to Court”

Grant:of Patent 3|00

Revocation ! : _ -
(within 6mos, —————————> | Appeal to Court?
. from the Gram) o ‘ i

' [nvaiidaﬁon .
{after 6.mos,
from the Grant)

: _Appeal 10- Court &)

] bw Ree‘{ammatlon :Board:-.. Lo : T T S I T LA N T
-appeal w1th1n ,3.mon..from date. of rece:pt of CPO s notlﬁcanon Y R
3 Average Time from ﬁlmg to grant currently 2.5 - 3 years
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2.0 STATE ADMINISTRATION FOR INDUSTRY AND COMMERCE—

Trademark Office

- 2.1 Official Name: State Administration for Industry and Comme;reeh,.., gt

2.2 Other Popular Names:
~ The State Admrmstrauon for Industry and Commerce (often and heremafter referred

i =-Ofﬁce However ‘the Trademark Office i 1s an ofﬁce of the AIC

3e Locatmn of Vain Oﬂ'ice and Branch Offices
' Headquarters: Beijing i

Address: 8. Saniihe Donglu. Xichengqu. BEI_]HIQ 100820. Chma

Email. o e
Web: wa

Phone: (861 10) 6802-7820

F%.\ - 1861 10Y6801-3623

) The Trademark office is at the same address as above... There are sev eral
prov inc1a1 offices of-the A{C-that-assist-with Trademark matters. “There:are various:
provincial and other locai drmmstratwe orﬁces “An example is the provmelal ofﬁce n
Guangdong province.:' - ~ ; N e

(ii) Manv of the local admlnlstratne offices act as recewmg branch ofﬁees

2.4 Introduction:
© " The AICisan mstmmo irectlv under the State Councﬂ and is entrusted with the ™
...... SOV ernmema[ function of over ee‘mU the Trademark Office. The trademark Ofﬁce 1i5'the
executive body in charge of administering the national trademark laws and sy Stem,
Notablv. anv licensing agreements are required to be submitted to the Trademark Office
within three months of exacution for recording purposes. If the licensing agreement is.
not filed with the Trademark Office, then a fine of 1,000RMB can be unposed or the o
registration can be cancelled. ;

2.5 Mission: L e S
1. Recetving and examining appheatlons for Trademarks and since July 1 199.: D
Service Marks. Handling examination and opposition proceedings of trademark and
service mark applications. (See chart of Trademark Examination Procedure below).
- Exercising governmental function of administering nationwide trademark-laws, e.g.
guide and coordinate trademark-administrative-authorities of localities'and" ’

2

""'f'cow ernment departments in their work of ifivestigatitig and Tesolving dispuiss

f=]

L)
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Proposing amendments to the Trademark Law and its Regulation as ‘mandated’ by the
State Council (usuallv in cooperation with the Bureau of Leglslatlve Affairs of the
State C ouncri of the People s Repubhc of Chma) Interpretmg the Regulanon as’

o e e e s e et e £ At . .



--the-Director General of the State-Administration for Industry-and- Commerce «Deputy

. Industry and Commerce and approved bv the State Councﬂ

A

1
o
!

!

|

{

|

- 2.10 Representative Fees

* bodies; and formulating or participating in formulating relevant regulatlons on o

intellectual property and related administration (or:management).-

2.6 Leaders: ' : Dot g BT pnier T b Demirieds
‘Wang Zhongfu, Dn‘ector General of the State Ad.rrumstratlon for Industry and
Commerce. Appointed by the State.Council:.; : e g
.Bai, Dahua, Deputy Director General. of the State Adrmmstrauon for Industry and o
Commerce, Director of the Trademark Office. The Deputy Director General of the: State
Administration for:Industry and Commerce, Director of the Trademark Office:repotts to;

Director Generals:are nominated by the Director General:of the State Admlmstratlon for:

2.7 Reportmg Relatlonslnp :
The AIC reports directly 1o the State: Council with the Trademark: Oﬁice reportmg'
through it.

2.8 Intermal St'r“cmre: e I T TR Lt e ST

The AIC oversees six governmental organizations. including the: Trademark:::
Office. Fair Trade Bureau. Enterprise: Registration Bureau Market Administration
Department. Adverusing Department and Privarte Enterpnse Department. Each:zivi
organization may have departments and subsidiaries. The departments are: stmcmred
within the organization itself. while the subsidiaries are-organizations that exist
independently, but are under the supervision of the AIC organizations. Most: notably,
Trademark Office hasthe Trademark Review and Adjudication Board as part of its -
organization. The Trademark Review and Adjudication Board makes ‘final admlmstrau.ve
decisions with respect 10 registration. enforcement or cancellation of a mark.

Additionally. the AIC has administrative responsibilities regarding the issuance of
licenses to do business..:Because of this.responsibility. the AIC trademark investigators:
often quickly gain the attention of parties in an adrnuustratne proceeding.

the:“.

Work Hou:rs
Monday to Fndav 8 30 16:00

2.9 Number of Employees nfa

See Fee Schedule m)_\,-‘xppendix &, cm e i E
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2.11 Statistics on Trademark Information: =" [
Domestlc and Forelgn Trademark Appl1cat10ns and Reglstratlons R ' } '

R ; cotoaran i v AL P r

i

Category Domestlc Forelgn Madnd Internatlonal Totalz-jr' A I
Poroaniourvh oy Reglstratlon P ehi Lo

Apphcatlons SR R I e S
Filed:(1996): +122.057- 2:615 =f";«' 132 L 151 304 R D
Applications . oo o G SRR BRIt T
Registrations Sognrrs Lomirni et el sy LD RS M DR AT
{1996\ 101.178 15.843 11.407 178 428 ‘
Registrations | O e
(1997): -+ . 7188.047+ 1 24,958 10,033 o -223 038*1---

Accumulated Effective Domestic and Foreign Trademark Registrationig: == el A0

.Categofy,—.:: s Domestic i F'or.eignﬁ o Madnd Intemauonal Total i
' TR et et Tt Rt L N T -'1"Reglstrat10n TEI L

Accumulated: -
Effective (1996): . v
Registrations - 317.167
Accumuilated:: .
Effective: (1997)
Registrations..- 703 214

’ '.'1_‘06,623 '-“49,2'_80 S 86T B LT
Top ten: Counmes and Recrmns Accordmg to Thelr Apphcanons Flled m 1996

No. | Countrvo R egion | Amount

United States 6,685 e
Japan RT3 X 5 TEE R S R

Hong Kong - _ 3491 _

United Kingdom CAL 134 e
Germany 1,009
France 831~

Republic of Korea -0 =iiv =806 =007
Singapore 566

Svitserland T
0 Australia - 369

— D 00 1 Oh U e L) D e [

38
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Top ten Countnes and Re01ons Accordlng to Thelr Apphcatlons Fﬂed in 1997

2,

0. : Countrv or Reglon Amount
_ ) United States T 61
©oJapan.c. oot e el 03,504
Germany B L TR SRR WX ./ T PR
United ngdom
Republic of Korea

S ——
7 Switzerland SIOESE
British Virgin Isiands 523
Singapore - 489
o . fralv DU AR

—0 %0~ O W A LN —

TRADEMARK EXAMINATION PROCEDURE

'E

=xamination of Formalities

I

.10 Preliminary Examination < 1 | _ |
Application Rejected | pmmmeee—— 5 Appication Published .. . .

Failureto Respond -.-;+*" . i .- Review:. .- ° .- Issue of Registration: Certificate - . - Nofification:of Opposition L
ppiication Deemed WHNIaWN) L. iy o b it T s e e T e L

" Rejected After Review. i1 = FaﬂuretoRespnnd Res';':'bhsetochpposmm

5 |(Applmtlun Deemedthdrawn)‘ ' ETR LR

- Evaminafion of Opposition !

-~ Application Rejected ;

-~ Rejected After Review

. \k_wﬂ,.._.mh_nw,».vw‘mmwlwdﬁ

e Rad
ToND
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3.0 THE CUSTOMS GENERAL ADMINISTRATION OF CHINA (CGAC)

3.1 Ofﬁclal Name The Customs General Admlmstratlon of Chma o

3.2 Other Popular Names -
The Customs Geénetal Administration of China (CGAC) is sometimes referred to
simply as Chmese Customs” or Customs Ofﬁce

33 I..ocatlon of Mam Ofﬁce and Branch: Ofﬁces
Headquarters: Beijing
Address: 76 Jian Guo Men Nei Ave Beljmg 100730 China

Email: Jnfa

- Web: “hh/a
Phone: CH(86H 10} 6519-4114
FaX: : (86)(10) 6319-4004

(86110) 6519-5150: = «

There are several provincial. local and port offices of the CGAC that assist with
intellectual property rights enforcement matters. There are approximately 338 port
customs offices and 40 regional Customs Houses. An example of such an office is the
provincial office in Guangdong province.

3.4 Introduction:

The CGAC is an administration dlrectlv under- the State, Council and is entrusted with
the governmental function of controlling the flow of articles entering and leaving the
country. According to Regulations of the PRC Governmg Customs Protection-of -
Intellectual Property Rlcrhts ‘China Custoriis shall protect a property owher s nghts ina.
valid trademark. copyright ard patent by controlling the import and export of infringing

articles. The:CGAC is ¢stablished through the'Customs Law of the People’s Repubhc of e

China (effective July 1. 1987). Moreover, the CGAC administers customs activity
relating to- mtellectual propem in accordance with the Regulations of the PRC Govermng
" .Customs Protection of Intellectual Property Rights (effective.October-1.: 1995) and the
Memorandum of Understanding between the Customs General Adnnmstratlon of the

" PRC and the Motion Picture Association Relating to the Cooperation in the Protection of
' .4,,.;I;m;¢1_l_eicitualf-P;Qpeny.Righ,t_s_._si_gncduon May 29, 1997.

3 5 Mlsswn :
i Exercising control over the means of transportation and goods, luggage postal
_items and other articles entering or leaving the territory;
ol - Collection of Customs duties and other taxes and fees;
‘iit. Prevent smucghno and ?
J1v. C ompﬂc Customs statistics and deal with other Customs affairs.

3.6 Leaders:
Qian Guaniin. Director of Customs. Appointed by the State Council.

40
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Superlntendent manages prov1nc1al customs ofﬁces

3.7 Reporting Relationship:

The CGAC reports directly to the State Council. -

3.8 Internal Structure:

The CGAC oversees approximately 338 port customs. ofﬁces and 40 regional -
Customs Houses. Additionally, there are several departments within ‘the CGAC
including a supervision and control department, foreign’ affairs department ofﬁce of legal
affairs, research department and oversight bureaus. Often a Senior Customs :

3.9 Number of Employees: n/a

3.10 Recordation Process: :
- Appiications tor recorgation: shouid be sent to the [PR Dn 1sion. Supervision

Department Customs General’ Adlmmstrauon at, the address above (FAX: 86-10- 6:)19—
3338) along with the 1000 Yuan Iee for each apphc '
required for IPR. recordation:

L. An)apphcauon for recordatlon

11, DN :

i, A cop» of a business hcense or personal ID:

v A Power oI Anorney 11 filed b'» an agent: and

v, ;! !
The CGAC wﬂl either. approve the recordaﬁon.‘ywmun thirty (30) days from receiving the
application or will give a notice including reasons why the application was denied. The
recordation is valid for a penod of seven (7) vears and may be.renewed for, another seven
(7} vears. The C'GAC must'be notified by way of application t6 modify the recordation
within ten (10) days of the date of any change in the IP right. . ..

3.11 Statis;ics_, on_Customs ;-Xctivi;_\':

“1996 Sle ' 'res 199 Value_ ff 71997 Siezures | 1997 Value

“Trademark 38 19.9 M Yuan
Infringement .
Copyright 639 7.4 M Yuan -
Infringement FERAEE

| Patent + 8 - 1.2MYuan. .7 115 3 M Yuan

| Infringement T

i Total - 705 _j 1“58 E\/IYuan 75 S .-;,,}:3.0.4 M Yuan

5

173 seizures m 199"’ 33 were from i 1mports and 140‘were from exports
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Basic Procedures of IPR Protection

_ 4 L
3':?!CGAC lssuesRecordatlon S
“ o Certificate to IPR holders o

o and.\oufcahnntoport 1.

" Ciistoms - :
R © Customs releasegoods i | T
1| IPR Klder abandon 1Y SR T T

iPR holder may ; )

apply for detention|
I of goods | : ™

S detention of good . e
Port Customs detain 'Q& etention of goods e EURIT p e AR
t ‘\—ﬁ goods according to either :

Notification of CGAC or
Appilcatmn

N

application for further

— = — . . ~Goods awner lodges .
A— \ nppusmun to the detentions .
. P : mthnn'?davs T

C;stoms:i“rdgse”"“” . VVCustc.)‘msm\'Nestlgat.emc Y ] . C::::arﬂ’k SN e
oodsifoon- . fi t if e orities
infringementis ¢ . i m::g:?:‘;:: - gml i " Parties in disprte sue to-. -determine the

proved by . . court or IPR authorities to i gaods as of non-
investigarion G, oot OWMET e R < _solve ‘the dlspute R mfnngemcnt .

Customs confiscate goods

1fmfnn¢cmenus rmed U Ly CourturlPRauthonneS‘- R R R A T
ik <_¢dct¢m.uemegmmr ... Customsreleascgoods . .

- 4.1 Official Name: National Com’nghtAdrmmstrann of China (NCAC)
4.2 Other Popular Names: State Copyright Office, T\fz;monalCopvn‘,htOfﬁc:e o
e oo - oo National Cc)pvncrht Bureau, State-Copyright -

Ll Administration, Natxonal Copvnght Adnumstrauon, Press--,
and Pubhcanons Bureau or Admm;strauon

. 4.3 Location of Main Office & Branch Oﬂ'ices.‘
' . Main Office: 85, Dongsi Nan Dajie -
' 100703 Beijing, China
Telephone (86)(10).6512-4433 or - 7869
“Fax:, (86)(10) 6512- 7875 or 7805
There are copvnght bureaus in each province, munICIpallty and autonomous

,,remon They:are’a: component of the-local’; government- and follow-the* professmnal
guidance of the State Copyright Office to take charge of the local copyright
administration and handle copyright disputes.

4.4 Introduction:
The State Copyright Office was established around 1985-86. On the decision by
the State Council. the Computer Software Registration Center of China was transferred

42
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~hationwide and tostpervise and administer the enforcement of the satiie] to handls™
“rcopyright-related disputes: approve the establishment of copyright management bodies,

from the Ministry of Electronics industry to the Staté Copyright Office sinceTune 1,°" * ~
1995. Thus, all copyright affairs including literature, art, science and technology:is - ="+ 7.
centrally administered by the State Copyright Office. In 1997, the State Copyright Office

promulgated “the Procedures for Voluntary registration of Works” and started receiving .-
applications for voluntary registration of wntten works aud1o-v1sual works electromc

- publications or.computer software.” oLl DL e el g ke L

4.5 Mission: o _ § _
To formulate regulations, rules and measures for copyright related matters: -

administration of copyright issues involving foreigri ‘concerns, administering state owned
copvrights. instructing local relevant offices regarding copyright administration and to

* take charge of computer software registration-and voluntary regisiration of works.

4.6 Leader: Director General: Yu. Youxian
4.7 Reportmg Relatmnslup Reports dlrectlv to the State Counc11 R

1.8 Internal Structure
* Director Gerneral - : : g
¢ Admisiistratve Dept for C opvnght Affa.lrs
Legal Affairs Dept.* - e :
Information and Propagation Dept N o o
General Affairs Office =~ 7 e s
.Computer Software Reglstratlon Center T

49 Number of Employees: 30

43
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5.0 MINISTRY OF FOREIGN TRADE AND ECONOMIC COOPERATION
(MOFTEC) -y .

S. 1 Officlal Name Mlmstry of Forelgn Trade and Economlc C00perat10n G

‘‘‘‘

5.2 Other Popular Names MOFTEC prev1ously named Mlmstry of Forelgn
" Economic Relations and Trade (MOFERT)

5.3 Location of Main Office and: Branch Offices:
Headquarters: ; Beijing -

-'Address: «.. .2 Dong Changan Avenue Post Code 100731 Beljlng 100820 Chma
e Bmatl e _j;webmaster@moftec gov.cht o :
oo Webt o0 hup: cwwwamoftecigovient. s
Phone:- - - (0101).6708-1326,6708-1527.- . ..
FAX: (0107 6708-1313

5.4 Introduction:

The Ministry of Foreign Trade and Economic Cooperation.is' Ministry.under the State .. '

Council. MOFTEC oversees the administration of China’s foreign trade and economic
activities. Its main tasks are develop strategies for foreign trade and-economic...i - :f .o
development: draft and supmuit plans: formulate policies. laws and regulations: exercise
macro control: carry out the administration.of respective trades: and conduct

coordination. supervision and inspection in forexgl trade. ... . '

: 5 Responsibilities: (As stated bv ! '\rlOFTEC) e

It is responsible for the formulation of guidelines, p011c1es laws eg atlons reform
plans and methods for administration in the forel_n economic and trade sector and the
examination and announcement of foreign economic and trade sector and trade laws and, .
regulations: the harmonization and linkage between China’s foreign economic ‘and
trade laws and regulations on the one hand and the international treaties and agreements,
on the other hand: the investigation and handling of 1mport—related anti-dumping, '
countervaﬂmg cases and safeguard measures.

It is responsible for the formulation of medium and long term plans for import and
'export. the development strategy for export commodities and market development and
combining trade with industry, agriculture; the country's annual plan of foreign exchange

' - revenue and expenditure in import and export trade to adjust the balance between import

and export. and organizing the implementation of the plans.
3. Itis in charge of the guidance and coordination of the fOIElUIl economic and trade
work and the macro administration of the import and export commodltles the

_examination and approval of national various foreign economic and trade corporations -

(group) and the establishment of various foreign trade enterprises as well as the
administration of China’s overseas investment and the establishment of enterprises
abroad (excluding financial enterprises): the administration of permanent representative
organizations of foreign businessmen and businessmen from Taiwan. Hong Kong and
Macao: the promotion of various kinds of new trade forms and the macro guidance and

44
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~-counselors-and-consul’s-offices-and-the Chinese: representatlve -offices:at: the

~iaws. regulations and tonn'acts'bx the-‘torexvn-tunded enterpnses and set‘tlement of

* administration of foreign trade fairs, exh1b1t1on and sales fairs and faxrs for trade talks—

held both at-home and abroad.. | - o :
4. The formulation and 1mp1ementat10n of country, pohcles for forelgn trade and bllateral
and multilateral foreign trade policies; the part1c1patlon in mternattonal economic. a:nd
trade organizations and conferences on behalf of the Chinese govemrnent, the
organization of economic and trade negotiations with foreign governments and related
international. organizations.and signing of agreements; the organization of economic and
technical cooperation and:exchanges with the 1Jnited Nations System : and related
international organizations, the guidance of the work of the economic and commercial
United:

Natlons and related iniernational organizations,:-; > -
The formulation of the ouldelmes. policies and development strategles for attractme
forelon investment. the guidance and administration of the introduction of foreign. .

investment: the formuiation.of the laws. policies and administration, methods concermng
foreignany estment. thesupervision and inspection | of. the 1mp1ementatton of relevant

problems: coneerned: ;- I ,
6. The formulation: a.nd Implementatxon of the pohc1es and ad.rmmstrauon methods
concerning the-utilization of Joans from foreign governments. and the Dlans forthe. .
utilization ot these [oans and the supervision.of the. repavm_ent_ of .,the_.;loansfsmth__,. _
suosu:hzeo interest provided by foreign SOVEMMENIS. ..« ... . :

. The-formulation of country: policies on. foreign.: a5315tance. the adJustment of the
swucture. parterns and forms of foreign assistance, th _‘formuiatlon and. 1mp1ementatton of
the annual plans for foreign assistance and the administration of funds earmarked for
foreign assistance and. together with the departments concerned. the approval of foreign
economic. trade. scientific and technology cooperative projects.

8. The formuiation and administration of the policies. administration methods and annual
plans for overseas projects contracting and labor cooperation as well as the administration
of China’s overseas contracted projects and labor cooperation as well as the fund for
international economic cooperation.

9. The formulation and implementation of the policies. admlmstratton methods and the
annual plans for technology trade with foreign countries, participation in the formulation
and implementation of the credit policies, preferential policies and other related policies
on the export of technologv and complete plant, the administration of the export of
rechnologies subject to the state’s restriction and the re-export of the imported
technologies.

10. The participation in the formulation of the policies on tariffs, taxation. exchange
rates. credit and prices. the macro control of foreign economic and trade activities
through economic means in cooperation with the departments concerned: the supervision
of the state-owned assets in the large and key foreign trade enterprises and the
administration of the state assets in the units directly under MOFTEC in accordance with
the stipulations of the State Council: guidance of the implementation of the share-holding
system in the foreign trade enterprises and the compilation of statistics on foreign
economic & irade activities and the provision of information and consulting services.

-



11. The formulation of the policies, laws and regulation’on and the ‘administration of the
economic relations and trade and labor cooperation with Taxwan, Hong Kong'and Macao
reglons accordmg to ‘the’ pnnclple of one’country, two systems.” : st i
12. The handhng of other affalrs entrusted by the State Councﬂ

5.6 Léader: et it s e L e e e s
‘Shi Guangsheng, Mlmster and Secretary of the Party group: of MOFTEC Appomted

to the current posmon m March of 1998 Appomted by the State Councﬂ :
5.7 Reportmg Relatlonshlp SESTRREIL i T S SRR
MOFTEC reports dlrectiy to the State Councﬂ ER P i

38 Internal Structure ST AT R
“MOFTEC has several departments mcludmg the General Ofﬁce Departmem of

Personnel Resources. Department of Foreign Economic and Trade Policy, Department of
Planning and Finance, Department of Asian Affaits, Department of West Asian‘and © = o
African Affairs, Department of European Affairs, Department of Americai and Oceamani E
Affairs. Department of mean Hong Kong and Macao Affairs; Department of - LR
International Frade and' Economtc Affairs; Department of Foreign Trade, Department of
Foreign Investment. Department of Foreign Credit. Department of Foreign Aid.,.
Departmem of Foreign Economic Cooperation., Department of Secience and- Technologv HE
Department of Cargo Transport Coordination. Department of Treaty and Law Protocol .
Deparl:ment and Department ofGeneral Serv1ce T TR S ST T
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" “'6 0 STATE PRHARMACEUTICAL ADMINISTRATION OF CHINA (SPAC)

6. l Ofﬁclal Name State Pharmaceutlcal Admlmstratlon of Chma (SPAC)

-6. 2 Locatlon of Main Oﬂ'ice & Branch Offices:

' Headquarter:- ‘38A Beilishilu, Beijing 100810 Chma
'Tel - 6831-3344 (TrunkLlne)

2 6831-5647 -
| Fax:  6831-5648
“~Cable: 5502

Telex: 222523 SPACCN :
There are Pharmaceutlcal Administration bureaus (or:General: Pharmaceutlcal
Corporation) in each province. municipality -and autonomous region. Theyare a
component of the iocal government and follow the professional direction of SPAC to take
charge of the local pharmaceutical administration.

- 6.3 Introduction:

The State Pharmaceutical Administration of China (SPAC).is'a goVernment: -~
agency in charge of the general and professional administration and supervision of
pharmaceurical products. medical devices. pharmaceutical machinery. medical .dressing * -
and pharmaceurtical packaging materials of the whole country. It also carries out .

. International pharmaceutical cooperation and exchange activities-on behalf of the State.

The performance of international affairs of SPAC is.under the unified
responsibilities of its International Cooperation Department (ICP). The ICP organmes and
guides the cooperation and exchange activities between the various productlon
distribution. scientific research. education and demgn units in. the nanon\mde
pharmaceutical trade and foreign governments. 1ntemat10na1 orgamzauons non-
governmental organizations. industrial and commerc:al enterpnses educatlon and
scientific research institutions. ete. It also oroamzes a.nd ca:nes out 1mportat1on of

qualified foreign personne! and mtelhcrence etc. .

Pursuant 10 Article 2 of - ’\riernorandu.m of Understandmo Between the
Government of USA and the Government of P. R China on Protection of Intellectual
Property” concluded on January 17. 1992, the State Council approved “the Regulations
on Administrative Protection of Phan‘naceuncals on December 12. 1992, whick ¢came -
into effect on January 1, 1993. Authonzed by the State Council, the SPAC promuigated' )

Pharmaceuncals (OAPP) 10 handle pharmaceutlcal protection-related matters including -
receiving and examination of the applications for administrative protection.
Following the agreement with USA, China has had bilateral agreements on
administrative protection with Sw1tzerland European Umon Japan Sweden and
Norway. :
Pursuant to Article 7 of the Regulatlons oft Adrministrative Protectlon of
Pharmaceuticals. foreign applicants need to appoint an agency to practice before the
SPAC. The SPAC has deswnated Huake Pharmaceutical Intellectual Propertv B ‘
Consu[tame Cemer as the agency for the apphcatlons o

47
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~Feefora reQuest for revocation: - § 2000

6.5 Leader

6.4 Mission: L T : DL T
The main fl.mctlon of the SPAC 18 to formulate pohc1es regulatlons measures and

guiding principles for the pharmaceutical trade nationwide and:to.supervise and . -
administer the enforcement of the same.

_ For the IP related function, the QOAPP.of SPAC.isin charge of-administrative.. = = -
protection for pharmaceuticals, which includes receiving-and examining the-applications

for administrative protection of pharmaceiticals; the-issuance of certificates, the
registration and announcement of relevant matters of admlmstratlve protectlon and the
settlement of infringement disputes. S ‘

~-Director General: . - - - Zheng, Xiaoyu i

: -De_puty Diractor General: :© Shi. Huan -~

-~ Dai, Qingjun .,
: Zhang’ Heyong e
Zhang, Wenzhou

6 6 Reportmg Relatlonshlp :State Councid - - v - 7

6.7 Internal Structure

' Dlrector General . o
e “-Depun Du-ec:tor Generals T S e S POt FEP

" Policy and Regulations-Dept. im0

‘Compreheénsive Economy Dept. -~

* Finance. Market'& Dlstnbutlon Dept S

* Quality Supemsmn Dept B

"'\:Iechc_l Device Administration Dept.

: bcxenc: technolocw & Education Dept. -

Internauonal Cooperation Dept
;..Ofﬁce ot Ta1wan Affalrs

6.8 Official Fee p prescnbed by the SPAC (as of Apnl 5, 1996)
Apphcatlon fee:. .. . bt e $500. o
Examjnation fee: . e - . $5000

Ammal fee s 2000/yr from the first” to thlrd year, e
T . 3 JOOO/YI' from the fourt.h to last year':._' o
" Announcement tee : 'A %1000 R

Certificate fee: $100 ,

Fee for settle;m_ent:of{;ﬁnfrmgeme__r‘lt_dlsput,cs;;,_$.3;_0Q____._,-;

69 Statlstlcs CHERLT R RIS R e s
From Januan 1 1993 0 \darch 31 1996 the OAPP of SPAC recelved 67
applications filed by applicants from USA, Japan, Switzerland, England, Germanv,""

Ireland, {taly. Holland. Sweden and Belgium including major pharmaceutical

48
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~ manufacturers such as Pfizer, Merck, Glaxo, Sandoz, Ciba-Geigy, Astra, Takeda and: -
Sankyo. Of 58 concluded, 49:were approved with the approval fate'of84.5 %.
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APPENDIX 3.

SCHEDULE OF MINIMUM CHARGES

FOR CHINESE PATENT, UTILITY MODEL AND DESIGN

Ifem

I Pa
101.
102.

- 106.
107,
108.
109,
110,

S 111

11T
ol

,_.
—
tai

114

L

S 120.

(Effective as of July 1, 1996)

Official Fees'
RMB
tents for Invention
Filing an application (including publication fee) 490
Filing a PCT application for national phase entry (including
publication fee) 490
. Filing a divisional application :
(including publication fee) 490
. Additional charge for specification 1nclud1ng drawings in
2xcess of 30 pages. per page 23
mn excess of 300 pages. per page 30
3. Additional charge for claims
In excess of 10. per ciaim 30
Filing request for eariier publication -
Filing request for substantive examination 1200
Filing request for re-examination 600

Patent certificate fee tinciuding printing fee and stamp tax) 203
Filing request for revocation 30
Filing request for invalidation _ 600
Fee for deposit of microorganism for 30 years
a) Microorganisms { per strain ) 500%
b) Cell lines. animal and plant viruses ( per strain )} 7008
. Fee 1or iability report
a) Microorganisms ( per strain } 508
by Cell fines. animal and plant viruses ( per strain ) 708
Fee for providing samples of microorganisms
a} \zhcrooroa.msms { per strain ) 308
b) Cell lines. animal and plant viruses ( per strain ) 50%
. Quarantine 508
. Filing request for compulsory license 300
. Filing request for adjudication on compulsory license fee 100
. Application maintenance fee { per annum ) 300
. Annuities
I** 10 3" year ( per annum ) 600
4® 10 6" year - 900
7" 10 9™ vear _ 1200
e
13%10 15% vear 4000
16™ to 20" vear 8000
Delaved payment of annuity or maintenance fee within six +25%
months surcharge
Delaved submission of PCT application text in Chinese 300

121,

~Atiorney

Fees US$
500

550

150
300
80
600
630

100

50
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. 207. Patem certificate fee (including pnntln
. 208." Filing request for revocation '
- 209. Filing request for invalidation ~ * © ET
1 210. Filing request for compulsory license e
: 211" Filing request for adiudication on compulsory Ilcense f e oy
212_'.;}.Annult1es '

Teem -~

I Patents for Utility Model

201" Filing an application
1 202. Filing a divisional application

203. Filing a PCT applicatjon for nat10nai phase entry

___excess of 30 pages, per.page. .
- in excess of:300 pages, per page

_: 205. Additional charge for claim in excess of 10 per cIalm o s

206.. Filing request for re-examination

.;.,..i’;“to 3¢ year {per annum}
e
oo 6" 10 8% vear
9™ 10 10% vear

' 213 Renewal of the patent for utility model**

214, Dela}»‘ed payment of annuity fee within six fnonthg" - nilg

- 213. Delaved submission of PCT application text in Chinese

' III Patents for Design

301 _Filing an application
2. Filing a divisional application
. Filing request for re-examination

. Filing request for revocation

| 306: Filing request for invalidation

307 Annuities
i 1_”‘I to 3™ vear (per annum)
4o 3 vear
6™ to 8" year
. 9"10 10" year
308. Renewal of the patent for design**

309. Delayed payment of annuity feée within'six months

Sl 300
| 204, ;Additional charge for spe01ﬁcat10n (1nc1ud1ng drawmgs) in

g fee and stamp tax ) wi

50

.
3 R RS
04. Patent certificate fee(including printing fee and stamp tax ) Pl

Official Fees | Attorney
RMB | Fees USS

300

25

: .JOO'.. SRR R |
FUTSS s
Lhnligg e
T 400
2000
100

600,

51
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Item SRS DE

Iv. Fees in‘ General

401. Late filmg application documents and references
402; Recewmg and forwarding official documents

403";j Registration of change of bibliographic data for agency e

4047 Regnstratlon of change of blbllographlc data for mventor appl
and patentee :
405. Claiming priority

: -a) Claiming single conventional priority SEH
: “b) Additional charge for each additional priority: . @ o
| 406. ‘Filing a request for ¢ e\tceptlon to loss of novelty

© 407 Interview with examiner o i
408. Providing a certified copy of (Lhmese patent apphcatlon

' 109., Filing request for extension of time limit ( for tile same notice or ok

g __,o‘f' ¢e action).
" The request for the first extension (per month)
"~"The request for the second extension (per month) -
The request for the third extension (per month)
-410: "Recording a license contract
417 'Recording a transfer of a patent right
- 4iZ:'Recording a transfer o7 a pending application
. 413::Translation fee (per 100 original words or characters)
: --7a) From English into Chinese
b) From Japanese into Chinese
~¢) From German. Russian or French into Chinese. .. ...
.- d) From Chmese into English
"¢ From Chinese into Japanese
t) From Chinese into German, Russian or French
- 411 Typewriting
 per page of Engilish
I ‘.per page of Chinese
i 413 Copyving, per page
| 416.: Making drawings (per piece)
' :’a) Drawing against a draft
- b) Correcting a formal drawing
-+.¢) preparing a drawing:
417. Making photo {per piece)
- 418, Restoring right
' 419. Preparing observation on the office action

. Assuming representation
“invalidation -

Official Fees
RMB

600

100 -
100

130

Attorney
Fees US$

il

L 60
.50

60

a0

100
JOO rmn
2100

80

150
130

g0

A ‘Withdrawi ing a patent application
. Remarks .
a)  *:his charved by actual cost.
"oy **: Only for the application filed before January 1, 1993.
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APENDIX 4 - Trademark'Office Fe¢ Schedule . =

Renewal Fees:

On application for régistration in one class-. .- :
(including registration fee and stamp fee)

Addltlon.al fee forregistration-in-each-additional ¢lass - <075 -
(including reglstranon fee and starnp fee)

On application for: review:on refusal- 2 iy

Fee for obtaining an extension of txme

N _.-.:.\.-s,-::-v_h_ﬂg_,_m,.“A;a\gt’_-_.‘ll.g.a;_;,‘.-‘.;a

~-On-application-for-renewal per-class: »
(including registration fee and stamp fee‘
Fine for late filing of renewal‘documents -
Application. for registration of an. asswnment R NIy
-+ For recording of change-of name or: address: of reglstrant
On apphcanon for review of decision on opposmon orof -
..cancellation deeision: =oniieia R TEITEr T TS PR e
On apphcanon for adjudmanon on or response t0 dlspute o 200
On application for the reissue:of a registration-certificate. ..« ..« -
.+Forobtaining a:certified copy: of registration- cernﬁcat
Search Fees:
. “Notmal'search per case -
Lroem search per.case.-’ | SR s vnrn e e O i e
On apphcauon of registration of trade name 1000
{Information above is:-current from October:1..1992. In.case of chscrepancy, the:.
onsnnal version in Chmese shall prevall )
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Appendlx 5 Selected Titles of IP Treaties'and Laws of China: =+ -

Trademark Law (Adopted August 23, 1982 amended February 22 1993)
Patent Law (efféctive 1983, revised 1992) = SR s
~ Interim Provisions onthe Claims for Pnonty n Applymg for Reglstratron of Trademarks- -
(March 15, 1985)
* Implementing’ Regulatlons of the Trademark Law (Revrsed January 3 1988 further
revised July 15,1993) & :
Copyright Law (September 7, 1990)
Implementing Regulations of the Copyright Law: (1991) -
Regulations‘on Patent Commissioning (March4; 1991)
Regulations on Computer Software Protection:(May 24; 1991) 2E
Reculatlons for the Implementation of the Copyright law (effective June 1 1991)
Memorandumi of U ndersta_ndmg Berween Chlna and USA n the Protecnon of Intellectual
" Property (_}anm 71990 i v eni e i : cpmapme el e ey
Provisions on’ the Irnplementauon of the Internatronal Copvn ght Treanes (September 30,
1992) i e g o R L s T
o Implemenrauon of the Patent Law (December 71 1997) ST v
Supplementary Provisions on the Punishment‘of Crimes’ of Counterfertmg Regrstered
Trademarks (February 22. 1993) P
Supplementars Provisions of the Standing Committee of the: Natlonal People's Congress
for the Pumsmnent of Crimes of Passing Off Reglstered Trademarks (effectlve July 1
1993) T R :
Provisions oni'the’ Impiemenranon of Patent Cooperatlon Treaty in Chma (N ovember
1993
Agreement on Trade Relared Aspects of Intellectual Property (TRIPS) (Aprll 15 1994)
Anti-Unfair Competition Law (effective December 1, 1993)
' Regulations on the Administration of Audio-Visual Products (August 25. 1994)
Memorandum of Understanding Between China and USA on the Protection of
Intellectual Property (February 26. 1993)
Procedures for the Registration and Administration of Collective Marks and Certification
- Marks (effective March 1. 1995)
Rules for Trademark Review and Adjudication (November 2, 1995}
' Provisions Concerning the Prohibition of Acts of Infringing Business Secrets (November
3.1995)
Reﬂulatlons on the Enforcement of Intellectual Property Rights by Customs (1995)
Arbitration Law (effective 1995)
Interim Provisions for the Establishment and Administration of Weli-Known Trademarks
(August 14. 1996) :
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APPENDIX € - URLs for Some Useful Chincee Relatedlntemet Sites . i

hitp://www.cpo.cn.net/ SIPO Home Page
hitp://www.moftec.goven/_ . MOFTEC Home Page -
o g University of Maryland School of Law— -
" Contains Chinese,Laws, References and
* commentary:in English-and Chinese - -
_ nformatlon from the Bureaw'of Legislative - -
L Affa.1rs of the- State Councﬂ of the

hitp://wiw.chindexpo.com/-

:-:-»1}
3
{
:
¥
)

;

i

!
;
3

:

- People’s Repubhc of Chma as7 resented E
by the edxtors of China Expy =

al Iaroe compllatton of Chme;se. Laws
- '”translated into Enghsh mcludmg laws of -
;general apphcanon tax, accountmg an 3
5 ,,.f-ﬁnance banklng IP. Forestry : and

- Agriculture. Customs Industry and’ - -

o _-Com.merce Communications and

L ._'I'f._.:-;f:__Transport Sc1ence and Technologv

“'.:The authors are told thi useful_ site for .

0 :.:'"ammE Iaws of the'.PRC 1n_the i

1‘-Ch1nese language

"//W\wv cnmc net cn/lndexen ernet:"_ nformatlon for PRC

http //www chmeselaw com/m-lnf htr

“Genoral Introduction-to [P Lawin PR
hitp://www.sinologic.com/Chinalinks.htm! General Links Related to China

W
Lh
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APPENDIX 7 - MAP OF CHINA
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354

(1) *Title :*HSPEC‘TS {OFTHE:PATENT: COOPERATION: TREATY: rinisl o7

(2) Date: October i998, Sapporo |

2) American Group:- =7 suislugsy sain Snony oehv ol s’ wns el
‘ (PSSR 3)Committee #3 LT SOy e o “li' ] R S BT o) <

5.+ Authority, - International Search:-Report, : International ... Preliminary ... Examination;

: .- Receiving Office, Proyisional Application.. . ... ...«
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The Patent Coopeération Treaty (P.C.T:.) is afi" American:baby which was.born at:

Washington D.C, U.S.A on June 19, 1970. This international treaty is very much in

parallel with the Paris Convention of March 20, 1883.

The only difference is that the P.C.T regulates only Patents and Utility Models

unlike the Paris Convetion which also regulates trademarks ete.,..... . -
Although the P.C.T. is of recent origin, since July 1988:-so:far. 96 countries each
‘have deposited its instruments of accession to the P.C.T. The notable exceptions to
_P. C.T are Taiwan and India. [
okl -Although. there are .. seyer.-nal ; Tegional :treaties: such ~as the :';_';Europear.i -Patent,
Convention fegulating intérnational patent etc; applications, the Paris: Convetition:is the
primary regulator of intellectual property wit}if"é'f;iééi:f'ié";'rﬁiéé and regulations s to priority

' rights, licensing provisions, etc. However, P.C.T. is rapidly becoming the alternative

choice international treaty governing patent rights on a substantial globe basis, and

major U.S. corporation, for example, Proctor and Gamble, are enlarging their use.

One of fhe specific advantages of the P.C.T is that it provides a rather
convenient means of applying for several national patents in a multitude of countries
particularly in the early stages in the emerging countries. National patents are thus
obtained fairly easily and the question of enforcement and infringement in different
.countries will bé decided in respect of a patent granted pursuant to a P.C.T. application
in some what the same way as a patent granted pursuant to an ordinary patent
application, through the Paris Convention; a national application, or a regional patent
system. ‘ |

As you will appreciate, that on the basis of a single application called an
international applicatioh, an applicant or inventer may directly acquire a number of
‘national patents of their choice in any such contracting state that .also has ratified
regional patent system, e.g., the European Patent Convention.

The P.C.T. was ratified by the United States of America on January 24, 1978.

Y ou-will-please-note-that-the-scope -and-rights-of -inventor(s)- and- owners (s)- of- patents-.- ..

are restricted solely to each countries territo:ial jurisdiction.  Consequently, through

P.C.T. you are entitled to a bundle of patents rights, these will no doubt vary in

several different scope of rights, and rules relating to validity matter, infringement -

problems, maintenance fee payments and cbviously hopeful enforcement, as the basis of

different countries and the judicial systems are widely varying.
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:o o Advantageously, - the P.C.T. Treaty works. as follows: an..applicant or inventor-

Patent Office), or to: the International Bureau (World Intellectual -Preperty Organization)
in Geneva:. oo i a0
i To 'corﬁply.-with -national seecurity: 'requi-rements a ;resident{-'of_:it_he United ' States:

must-file :a- P.C. T+ application - at - the: United: States Patﬁent an:di_:Tra_de‘ma‘rk_ Office: in:

Washington: D. Ci-in ‘the English language, -where: it. will. be: checked . for - formalities and .

” may make his internafiohalz"applic‘at'ion‘,._eit_her:- to. his. local patent:: office _(Uhited:;S,taté_é{

SV A S SO AP L Ve AU AL PO PR

provide the application With its international filing date.” “THe Udited Stdtes Patent and’
Trademark:Office as-the receiving office then. will' forward:a copy: of the .application to
the International Bureaﬁ' and: to-an International-Searching Authority.. . Such searching:
authority ‘will carry out: an: international search. which is: forwarded to.the: Internétionalf

Bureau, and to such selected and: designated. Patent Offices from -where -the patent-is

requested ‘for issue.:-The international application-and:the. international search are

published :by ' the ‘International Bureau, and-communicated -to-the srequisite - designated;
office. To proceed further one ‘must. ensure ~that-__the:.a‘pplicétion,-ihas;..- been. sent:.to: the:
designated offices and the required fees paid within 19 months of the priority: date  of:
the"'applicétio'ni‘ The need:to carefully: evaluate -the Search Report and:decide what

amendments  and: steps.-to “be! taken -to proceed: with: this: Patent: Application.. .. A

preferred - way initially. would. be. to:designate all ‘countries: as-the charges and fees are

the same. -A: final selection of the countries should -be made at about-the 18/19 month
after reviewing the Search:Report.. The ‘nineteenth.month is critical since the Demand.

has ‘to be-filed to prevent lapse-of -the application. - -

Chapter I of the P.C.T: additionally provides for: an.international: preliminary.

examination on the ‘demand within 19 months. - The: objective: -being 1o.-formulate

a “preliminary and: non‘—bindings--‘opinion:,of-e the questions whether: the claimed: invention

appears..to ‘be movel, to involve any. inventive: step.(to . be - non~obvious)..and - to. -_b_‘e\'

industrially applicable”. - The proceduresiand.time limits for making an application under,

P.C.T. are fairly stream:lined, but is somewhat rigid. with:-the deadlines- for-._which_

extensions of time:are unavailable thus:réndering. it lacking ‘user-friendly.” .. @ .. .

.o The driving force' behind .P.C.T :was.. the :pharmaceutical and -the. chemical
industries, which desired an effective. mechanism to avoid multiple filing, of . Applications
in:many countries:’ As you will:note that the early:members. of. P:C.T: :were.countries

encircling: the Equator where filing numerous: patent. applications. was.: expensive . and
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cumbersome. “This being: the rational approach through P.C.T: towards global patenting

took ‘place in its conclusion at Washington on January:24,:1978; ...

i The P.C.Tvintérnational patent application; searching and preliminary examination’

follows a defined sequence. The first step to file an “international application”at a

national ‘patent office: is to'designate as-many to.the ‘contracting states:in:the ‘English

language for U:S. residents and in the: Japanese languages for:one.Japanesé members.: .-
rurow+Onee can ““international:: application” is sreceived - 'by. a’ national : patent:office:
Washington or Tokyo; the office examines:the: application as tofermal requirements, and-

if ‘it-is designated' as an-“International Searching Authority,”: conducts -a.novelty search

and ‘completes an “International: Search. Report:” In 'some’ instances, applicants:may

r’equé'stvan: International Preliminary . Examination—so -as-to. temove  duplicative. efforts of.

examiners in reviewing: formalities and.conducting prior-art searches.. -

Afer -the - International-:Search . Report :-and:.an :International . Préliminary.

Examination- one ‘may “enter 'the: national - stage in.:thé various -patent. offices where.

protection is . required, . using the :typical -'national ...phase -of: :entry. -like: the Paris-

Convention: .5 .00

Conveniently, -the” P.C.T. harmonized - the::form, -content and the: framework. '

under which the. patent application. process is -conducted by :the-.86 member: countries..
Howevei', the treaty.does not. issue an “international: patent;” - the task and responsibility:
for granting patents still' remain with the: national, or'in‘'many..cases.regional patent:
offices. .As a consequence thedelayed: cumbersome forms: of"natio'nal,f.patenfs still:
persists. This second step of the P.C.T. system will naturally -have to be:revised if :a
global patent i§:to-emerge. " This question has béen’debated ‘in différent countries.

“oonin Béfore wecome to the quéstion of .advantages and problems, et us review some:

of ‘the ‘¢ritical - deadlines’ that have: . to: be observed. so that as::.the P.C.T: patent:

application’proceeds; failure to observe these ‘will result; with:the application considered:

as withdrawh and “consequently - abandoned. It is needless ‘to stress’ that :the: first

~deeisionis to-file the ~Applicationat-a*Receiving Office-(Japanese-Patent- Office,-Tokyo ...

or the United Stateés Patent and Trademark Office;: Washington) ‘within 12 months ‘of

_the;Tbt‘i’ginal?-‘r‘prioritfy daté:"Tt"should be’ observed that in the case:of a U.S. Provisional
Patent” Application: for* which: the ‘priority ‘tights are claimed, one- must include: at: least:
one ‘claim “in“‘the Provisional - Application ‘to ‘meet " priority rights in some. European

cdountries. " “It” is "essential “for’ the -provisional  patent ‘@pplication to . be revised: as 2
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““the next ‘month’ (twentieth) one’ confiriues” with ‘the" P.C.T. Chapter’ I 'national phase

complete patent application within this 12 month" period, for: final>P:C.T. Application

filing. i
:The - search ‘report.“that ‘will * follow afterthe P:C.T:" international - psatent

application! will:: appear around. sixteen :months of the: pricrity date: followed: by &

publication  with the ‘search report ‘at' the: eighteenth month. A ‘critical deadline is before

the nineteenth month' expires. ' A:demand ‘based ‘on ‘P:C.T: Chapter ‘I :-has:to be filed

otherwise: t'he,Applicatidn:'lapse’s with no-extensions or restorations possibilities. - During

entry BT A o B RIS ST I E R EE R P U T FEE TR R B S O T T
a0 A-second ‘period follows where the P.C:T. Chapter ‘I “preliminary Examination:

takes: place including the option of filing'amendmerits-and ‘supporting amendments upto

 the 28 mionth stage, when the P:C.T. Chapter .1 Examination: Repott is ‘received, and

the final phase of Chapter I selection and entry into the National: phase has to:be
compieted by the thirtieth ‘month.  :Failure to observe any of thése .deadlines results in
loss and: one then has 'to resort to :non=convention::patent -applications: without any
priority rights.

The disadvantages will be’ mentioned prior the advantages, since: these are more:

stringent if ‘the’ patent’ Application-has a- rather: usefuland"licensable invention; the life:
of argranted’ patented: for a ‘P.C.T. International Application:will: ‘be :reduced by 18
months with financial losses.  In the U.S. A greedy piratés-are waiting ready to exploit
such: valuable” intellectual  property. rights: with -geneéric -substitutes as: ishappening
cutrently “with some well “known: phar"maceilt'icl:'ale.invéntioh‘s cand their . corresponding
patents. Well known branded and patented inventions, are immédiately worked by other.
people ‘and “the ‘financial:impact is rather noticeable with a reduction'in corporate profits
as'soon as’the term of the patent expires.”
“n o Sppde-of ‘the other disadvantages are’the: observation of the ‘deadlines. and:the
total larger expense that is as compared to the same patent application had followed the
Paris Convention.

The P.C..T. international patent application is well organized in its steps of filing,

searching, selective examination and submission into the respective national phase

‘countries over a period of nineteen to thirty months based on selective choice, thus

streamlining the early stages of patent filing, searching and part prosecution resulting in

a multitude of eventual granted patents, and is preparing the mental philosophy of an
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* International Patent.:-:: ..

emerging global patent, but-at what. price.-~
Before concluding it should be mentioned that the search and preliminary
examination :reports: esﬂt’ablis;hed;‘by,_the International Bureau.. will provide -important

reference: for a; patent application after entering thef;_.d_ésignated;;;Stat,e;-and;zwill-also ‘have:

important reference value tespectively for.the:determination by-the applicant.-on wh&ther

i:_o .enter the designated State in:the 20t or.30th.month, the determination on whether-to
discontinue . filing the: -patent -application: abroad, and - the . final ' determination .of the.
designated-State.. However, this preliminary examination report. is: not:the.same;as the
examiner's comments of the patent office in the designated State. Therefore, one has.
on;,’th{-zs.othejr= hand.to:pay attention: to the: conclusions of :the international -search report
and the-international preliminary .examination-report,:’and to:the other hand . to study the.
patent.law. of :the. designated. State carefully, 'and “on this basis to:make. a- proper
judgement and analysis. -

oA P:C:T application-has its own’'procedure ‘and.specialrequirements and- differs:
in-many: tespects fram-directly: filing applications in various-countries: Any one intending:
to carry out P.C.T. application must acquire an intimate knowledge of these: special
features and differences-and promptly listent to:-and. study the .opinions:and. s_uggestibns
of  W.S.P:0.in order to avoid. procedural ‘mistak‘es-; leading. to .the loss:of rights,

+' The final -.conclusion ‘is that the. P.C.T. international :application: has failed. to:
provide a unified .and acceptable international patent for both..the.developed and:the
emefgi_ng;cou'ntr-ies. “This -has still-to be finalized for grand through-the: selected: national

patént- -offices, .and‘ ‘through:  the - judicial - systemy. of different legal thoughts -and.

prejudices. oo b e

.-, It is-the opinion ‘of -the author, that a balanced .and:rational.tie-up with the

- patent systems of Tokyo, Washington and Munich- with- the system.harmonization. and -

utilizing: the -languages of. Japanese, English, French and German be. considered for an
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7. Abstracti .

In-Japany:-a revised -Code.of: Civil :Procedures has

increased the burden of document production extensively. The

revised law effective on January 1, 1998,: has-also:caused

Japanese companies to pay.more .attention to their document

retention programs, therebyﬁtOﬂallowwthém to prepare for

litigation in Japanese courts and to effectively:'managée

- document . preduction procedures.

This paper overviews: document production:practice in

the context of litigations both in Japan and the:U.S. " Itialso

suggests a desirable manner of document control: and 'document

retention for.litigation in Japan. Practical problems and

items: for panel:-discussion-are also included.
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effective .on January: 1, 1998. It imposes a heavier burden of
document production to the parties to.a case. As a result, more

attention has been directed to.the:manner of controlling and -

- retaining. dogumenfcé-: in. Japan. .If the retention of documents
is unsatisfactory, parties to the. case may face difficulties
in supporting their .,ar.ﬁgumen.t-sgf;op their O.f,f.,enseé;_agnd defenses.
Further, if handling of relevant documents. is awkward, a court
judge may-ask. “Why only such important documents:are missing?” .
and will have-anunfavorable cqri\#ict ion tothe questionedparty.
On .the other hand, if a fa_vorable evidence is missipgf-z;the
missing party.may lose a good chance for successful rebuttal:
Partly due to growing respects for proprietary rights in Japan; ,
the number of litigation . rapidly increased in recent years.
Take the Tokyo District Court for instance. The cases received
were  somewhat .stable in. number .up until. 1992.. However,
thereafter, it has increased by approximately.20:% every year
as. shown below:. .. .
: Untll . 1992 - :Approximately 150 .cases per year .-
19 9 7 .= .-Approximately 330 ,céﬁes during year (cases
.. related. to. patent. and utility .model

:.account for.40%).
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: E ]E ] s I . ‘ . I[ . gl
cieoyntils 01992 - - Approximately 1007 cases: per year
U 421997 = Approximately-200 cases duringyear (cases
© ‘related ‘to. patent and ' utility ~ model

account for 30%) ¢ T

“me some of the' Japanese companies’ have adopteda’ system
for ‘administering documents in which necessary documents are
 ready-for ‘production” for: -l"itjjéjatibﬁ”'f‘j:h% the Ut e

 Dociiment retention“in a stricter manner is required
: for'a company to'défend i’itfs‘el‘f- from losing itscase: This yeéar,

we'wouldlike to discuss this issue with emphasis‘on'litigation

strategy. R

woueuiThe 'revised 'Japanese Code of Civil Procedures, which
~became effective onJanuary1l, 1998, categorizes the’burden

of document production as so-called “general obligation®

- to the parties to the case. It expands’ the scope “of

documénts whichare subject to prodiction.  To bespecific,

"+ a'new subparagtraph'd 'is added to Article 220 of the revised

- lawy-to follow the existing subparagraphs 1 to 3 which limit

documents to be produced. i According to the new

subparagraph, a holder of documents is obliged to produce
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Pl :h;is ‘documents unless thedocuments-areexplicitlyexcluded

- -under the items -(a) .through. (e) ‘thereof. ... <

Since the burden of document production.is: getting

- vharder; it.is-more esseéntial .for a Japanese company to

. .sophisticate its document retentionpolicys.. . Further, the

..provision-of Article:222 makes: it easy for:a requesting

- party to:identify the documents in general terms. Article

92 clarifies requirements for limitation: of: document

sinspection ;because: :of . confidentiality.: Na.me'lg-r, the
...+ document: has. to be actually kept in'confidence. Taking
‘»-these: c_hangé_s';;..in: ‘account; . :the: need .'.:':o-f-'--:sﬁphisticated _
_.document retention. programs .is: becoming more . important
~.them. ever::
wi2) Article. ;_22.0 .of the revised Japanese Code.of Civil

.o Procedures i i il

(1)
g A-holder of ‘documents cannot: refuse to prdduce his

documents -under -the following situationsz . .. :

(1) A party to.a case possesses:documents: referred to .
‘and identified in its pleading. : 0
oo (Li):Arperson-to-prove requests a:delivery.or review

of certain-documents.. .

(iii) Documents are prepared for the benefit of the

proving person.or.prepared with respect to-legal:relations

between that person and the holder of those:documents:
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s (iv): " In.additiontothe cases inthe above (i) to.(iii),

any docuﬁentwwhich;mayinotmfallﬁwithin the following
puﬁﬁfCategoriestl;ﬁuzg

sacras: cDocument ‘which describes the'matters provided for

- in. each subparagraph-of ‘Article 196, concerning its

- holder - or:'person.\Withl'whomf,the““holderi*'has a

relationship in connectionwiththe maﬁters.*bresc_ribed

~oointhis Artiele. o | |

v b cDocument:which_contains confidential information

relatingtothe duties of publicservants andones whose

- :disclosure would-impair public interests or.greatly
~oohinder the -'-'performance'-:of.: their pf-ficial't'dut'i‘es.
c. Document which describes facts provided for in
“'Article 197(1)(ii) or matters provided for in Article
(2)(iii), provided that they are not: eiempted:-rfrom the.
.:.'i__‘oblig'at-ion -0of ‘acquiescence.: .
-:i'dv:: Document: which is used by its holder for its own
private: purpose: (excluding :documents: held ~by the
:.'.=Central-:~aGoverM'ent..orvloca-l government to:be used by
- the organization :as ‘a ‘whole) |

e.. Document relating to.a criminal.action or records -

 related to a juvenile protection'case or. documents
. selzed in respect thereof.: -
s i{2)-Documents - Exempted. ' from:: Production” ‘under:@ the

Subpaxagrapht4;'
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-7V .The interpretation ‘of the terms “matters‘relating to

technological' and professional secrets” (revised .Japanese

Code of Civil Procedures,; Article 197(1)(iii)), in'Item <)

of:i-the "subparagraph 4:7and “that: of the. terms .#Self-Usage

Documents” :i_.‘n_:-Item-.’d-)"‘ of'the subparagraph4 have asignificant

practical influence. "+

s" {revised :Japanese’ Code of Civil

Pro¢edures; Article 197(1)(iii)). !

s There aréesno. established standards  with: respect: to the

scope ‘of technological or professional u“s.'ec'j’:ets*..ii‘ Whether such
documents are *exempted - from: document ' production may bé
determined by weighing the bai1'5afh¢e25'b'etwe'en? disadvantage of the
document holder due:to the disclosure of:trade secret and ‘the
actualidisadvantage in-a“lawsuit due to-lack -;of ‘evidences on
the:facts. 4. |
Article 105 of the Patent: Law. i‘si‘stipulate_‘d'ﬁas-»:‘a-‘ r"'s'pecial
provision subject to Articles 219 et seq.. of the Codeof Civil
Procedures which sets forth document production. : This special
provision is to decrease thé burden of procf of d‘amagés in a
case of ‘patent. infringement. . ==
Inthe following wewould liketo:discuss ='i’nteriesﬁih‘§ cases,
although the cases. had issues under the former: procedure low.
o Case il (A’ case where-the” production of ‘confidential

documents and production process followed the/court order)
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~Court: Tokyo High court :Date-of:Decision:-May 20y 1997
+(Hel 9-(Ra):No.605: Reported .in: ‘Hanreijiho, No.1601): -
= . The scope.of:documents: to be:preduced under a.court

s =subject to:Article 105 of:the Patent Law covers “documents

- relating to. the conducts: of -manufacture or sale .by:-an

allegedly -infringing party and, »if-: such . conducts

o constitute patent ‘infringement, documents: which:may be

v reference materials forithe calculation of: the amount-of

profits gained by infringement:”-The icourt decided that

- any-document :c_l_os'_ely:.:rel ating:to the alleged infringement

- 15 necessary:for:the calculation .of-' damages; ".firrespeci_;:;iv‘e
_of whether relevancy is direct or:indirect..
== «;The court further S.a‘:ic:i—" that even if a-document includes
- 'trade secret, confidentiality is .:,not--justif iable torefuse
E ::pr.o_du_c.t-ion., -when.and: if -trade:secret ..-.-is sincorporated in
that document which is necessary for the calculation of

~-undue - -profits. gained: by infringer..: . -~y

uie. Courts Tokyo DistinctoCourt oo o doignben oo
:..-Date of Decision: .July: 22y 1997 . ...~ - =

(Hei 2 (Wa) No.5678, No.7476, No.14203, No.14204; - Hei

.9 (Wa) No.11653: Reported: in Hanreijiho, No.1627):

.« The courtrdirected to parties the manner.of inspecting

- wand ‘copying documents.: so: as.to-avoid.the unnecessary

wivdisclosure ofitrade secret.. @ s o srnnon
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.+ The ‘summary-of:the decision -are as followsz = i
»:{1):The documents are allowed for inspection:only by
- counsel. for:the plaintiff and by the counsel’s

-assistant (only:when his perusal is made:concurrently

o -withithe coungel): o o

©(2). Thecounsel fortheplaintiff may copy pages deemed
.. necessary for proof on.a page=by-page basis, provided;
how_ev_er.,-_-.tha'ta Ssuch coP-iés ~will ‘not disclosed to .-'a‘hy B

i employee:of: the plaintiff and ‘any: third -party. - -

{3) When there are no arguments about the figures which

would: be: basis: for. the »damages. calculation, ‘the

=...documents: cannot be:produced as: written evidence.
(4) ‘The counsel: for: the plaintiff- may ‘produce as
© written evidence 6n1y. the photocopies ona page-by-page
wurbagis, so faras: theyz-'cé‘ntain" descriptions: necessary

-for the proof of:the case, =::

.Couns,elx" for the: deféndant: may.  'mask: :or.:remove
s rooportiens.iirrelevantito the case from:photocopies of

~documents to'be. produced as. evidence.

- ..o #Self-Usage Documents” is :generally intérp‘r_e*t“ed as
“documents:that are prepared:solely for the purpose of i’-nt’érha?l
use and-are. not supposed to-be:disclosed.to any-outside third
party” ... .

.= However, the scope:of these documents has beén -hitherteo
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construed .away from the original meaningiSOJasﬂt011imit the
-expanded-interpretation :of.-Subparag-raph‘%B' ‘(Documents:relating
" to. Profit and Legal).- Therefore; interpretation.of whether
‘Subparagraph 4 :(*Self-Usage -Do’dumént-si'.:);.= is:the :same as the
former law, is divided. We need to wait:for: the‘udevelopment
‘of case law in-this respect. 'However, if a more weight is put
._dn_..;";th-ec.-legisl-ati:ve._; intent:-that: document pfoduct-ion is an
obligation in:general,; the-scope of the'exemption because of
Item c):(personal use) shall be interpreted-somewhat -narrower
than: the past.:: ~ 0o wrmri s o P y

2.2 _Ovefviewﬁofzbocuments Prbduction;Practicejian.S.

- ocInithe U.8s ; asparty:to:a caseJhasjarright'tovrequest the
_;other;party tosproduce any documents.relevant to the case as
-a part of. discovery procedure (Rule834,). The scope of such
request is- broad enough to;coverwany:documentseifuthey have
any relevancy to the facts. in theicase. . .

s Forsinstancey qa p_ar.ty-:to_.:a case may r.'e.qu‘est not only the
‘documents- retained in:-the company. but ‘those in personal
procession. . They -—include . . internal : memeranda  and
correspondence exchanged -with third party companies ,;' minutes

of dnternal:-meetings,. Ringi documents, and: laboratory

“notebooks and records,:as well as personal pocket diaries, |

personal: files; telephone memos:and the like. With the recent
development of electronic devices, even computer hard disks;

floppy disks, electronic:mails: and:internal LAN servers are




;
i
!
{

7
i

!
!

i

considered to be subject to discovery. A party to a;case may
file for trial of:the .court, sevidence collected through
discovery process, .when he believes. that that evidence is

favorable:to-his arqgument. ... .::. -

- .cOn-the other hand, there is a vehicle called .’protective

érder.'f -~to-i"pa-r.tly----.-o-.f;fsketﬁ-‘-. impacts. of :broad:disclosure. .-Under
this order, while a party is required to produce to: the: ot'hér
party relevant information ’ the other party may be obligated.
to limit the number of persons whoghév_ez-s@czqes_s,~-.:.T—.c:§;_-is__e.n.s;_i_-ti;ve:
information. (Rule 8§ 26(c)) In addition;- correspondences
between -attorney-and -his client ;;--ére;;-; ;l-nrot,eckte_d; ‘under: the
doctrine: of: #Attorney-Client -Privilege.” - With regard :to |
privileged docuxrnents;,'r ‘requirement is to:show the existence of
privileged documents in lists. :Likewise:-privilege: :is
recognized under the revised Japanese .Code of Civil Procedures
as well as the old law, wherein,pr-i-viieg,ed.;cor_respon'dences,,;are_
entirely exempted from production. In the U.S.,:theprivilege
l_ist-s-._s;h,all{ include such information-as :;ti—,t-l.es,,;summa-r-_iz ing its
contents, -authors, dates-of. _e,p,rep_aration a-n_d;; _'recipients_s-a«:of«,
documents:concerned.. It is apparent that discovery is more
widely applied in:the U.S.. than Japan... .. ="

-+ We .understand: that. in:the: U.S., many companies :have '
educational. programs on :document retention: and: provide
seminars on this topicregularly. We are interested inpractice

and issues involving.document retention programs of the U.S.
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C_Ompan:ies“‘-. T T

Document retention policies “governs ‘the” manner - of
administering:documents.” ‘Using=standard:clauses, ‘we would
like to discuss sufficiency and insufficiency of the'clauses

in view of litigation. o i w

Article 1.- 'Objective '

' The objecti ve of this policyis t_‘b" clarify t‘h‘éﬁ basicmatters
with respect’ to the handling-of documents thereby toiassure
more" accurate.‘and speedy buginess - activities. o =
Article:2. "Scope:of*Application
i This provision 1is ‘éppi ied to  the method -and: P’rdc’eduréé
involved in*handling documents. = =
Article 3.:'Definition

. .Documents: for the'purpose of this policy mean agreements,
repoz_'!t s, internal ' requlations , " reorrespondences;
communications; decision-making documents, books and I;ecords",-

‘statistics figures, evidential'documents;, referencedocuments,

slips ‘and ‘any other documents’ used for' company’s- business. .

Article 4. ‘Preparation of:Documents
< iAC regulation for preparing  documents -is! stipuldted

separately. = <Ll
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Article 5. Sending and Receiving Documents. '

A regulation for wsending and- receiving. documents 1is

- stipulated separately.

Article 6. .Filing. and:Retention. of:Documents ' :uioii. oiss

1. All documents are filed and retained: by a respective

individual unit of:organization’'relevant: to:those documents.
n 2. Documents.shall be kept.at.a fJ.XEd -place: collectlvely
by each relevant unit of-organization,.and an index and:a title

shall ‘be affix.to each of thém:;' so'as to'enable:anybody to: find

them without difficulty in the absence of a person in:charge.

3. Confidential and important documents'shall be kept at
a:place 'of safety, and be marked in red ” Evacuate in:Case of _
Emergency”:so.that. they may beiremoved with first priority.
These documents: shall be handled:carefully, and shall: not be
perused or removed without perﬁissiohi?..of a.proper:person in
charge,: ool Do linnt

4. Documents shallbe filed collecti Ve'-ljrfb'yi businés.'s-'year,_'

provided, however, that documents which are not necessary to

- be -classified by:year or are‘unable to“beiclassified by year

are:excluded.  urnasg
5. A requlation with respect: to retention or'déstruction
of documents-is ve'st'abli-shed!j separately. .7

Article-7.  In the case of an organizational’.change such as

an amalgamation or;a dissolution of a department or-a group,

the transfer of-documents mustbeiconducted.
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Supplemental Rule:s ... .7

This - regulation comes:-into force om" . .. i s &,

Article 1. -Objective -~ “ . ==

o This.stipulation sets-forth the administration of our

company’s confidential informationas well as the.confidential

information: of others which our ‘company handles, :and aims at

preventing.:from acquisition,-use; disclosure and divulgeéence
éfr'_.the-aco_nfidential'e: information: through unjust means.. .0
Art._i_g_l-e 2. ‘Definition- .. . - S

v Confidential . information”: . in these. :clauses: means
iréfomati_on;:h_andl=_ed by.our company, which is comefc-iazllyand
i;ecl;nical-lyg,us,eful forour _‘_company‘-’-:-s_.ia.c-ti‘vi:tf.i:es_f_andzi-s.'.'required
to be -kept confidential.: -

Article 3. Classification of Confidential Information: .-
i=wConfidential. information is classified :in~£o-: the following
categoriess:;

oo Strictly.Confidential” s Most important cohfi-qentria.l‘:.
information relating to fundamental management. -a'cti'vi:i:"ie's.ﬁ;--,

©+”Confidential”: Confidential -information to:be disclosed

only tol lmlt ed , and des_-,_ gnatedpersonsconcerned O STEPTUE PSRN

- “#Confidential to the soﬁtside;f’ y-Confidential information.

to.be-disclosed-internally only, excluding ‘.:the-'.;ébnfzi'dent-i al

information 1in . the-. category:of: “Strict:Confidential” -or
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“Confidential”.- -
Article 4. . Marking of Confidential: Information: .: .. . -
Confidential information -shall ..be. marked. “Strictly.

Confidential”. , . ”Confidential’ or : ’:’Gonfiden‘tﬁi_a_‘l’;.‘ «to-the:

Outside” :respectively-,.in . -accordance .-with. .the ..above. ,

classification; ... provided, . however, - that . confidential-
information contained in English documents shall be marked:

#“Confidential”.

Article:5.: Manner.of. Handling Confidential.: Information

1. When a reporter makes-a written or-oral: grgpg_rt» .containing.
confidential :information, _;the:-:azzzepo_r.te-_r;:-";_mué;_t,*r__,.-first ‘make. .a:
confidential marking or raise anV::appllsopri;a,te_-t_atten_tioga;:to the:
confidential nature of the information contained.in the ‘_._J:;epgr;'t_:z_.
before the.confidential marking.: ;. .:; oo

2..-When:any document containing confidential :information :is;
distributed, -it must. .;be thandled:separately:-from the rest..of
documents.

3. Documents containing confidential information :shall be,

kept: in.a-locked cabinet-andthe like in principle.:.

4. - The retention.period of documents containing confidential

inform'a_tion, shall be.classified into.five periods of:1l year;:
3 year, 5 yeér, 10 year and permanent, accordingto:the.judgment.
of a confidential information-control.observer.

5. . .When: the. retention - period: of::documents ;.containing

confidential;information expires; theyrmust: be:disposed.of by,
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way of shredding or destruction by fire in principleiv:: .

6. Confidential documents shall be copied only by ‘a person

who' prepared-‘the ‘documents 'in principle::

7% The matters such’as rédeiving visitors for observation of:
- the company and announdement of confidential informationishall:

be ‘handled in ‘accordancewith the standards stipulated:

separately. -

Article 6. Intellectual Property

The ‘confidential <information :in' regard''to. industrial’

property siuch’as patent and other type of intel lectual property.

shall: ‘be -handléd: in“ accordance with: the: ‘regulation . of

intellectuals property: controls = i 10 Ciiliies Lulranilau
Article 7. Confidential InformatiomObserver &: 'ui jnaiiiins

The head of an organization'unit-or a:personiina comparable:

position ‘shall’ appoint iplural :confidential:Iinformation

observers in its own organization.unit and shall always retain.

a list specifying the name of such observers.
Article 8. Spread of Knowiseagé S

‘A confidential information observer shall spread and make"
krnown:‘the objective ‘and ‘purpose of: this regulation to the

employees ‘concerned; ‘and shall: take.necessary steps such as

conducting training:-oe Rt

~Article 9. Measure against Bredch of Regulation:: ‘.

o LuAny employee whoicommitsia breach-of this regulation:shall’

be' subject to penalty incompliance with the Company Regulation:




andthe Office Requldtion of ‘the company. = o WiELsis

Article 10. Scope of Application

‘This "stipulation’ shall: apply to officers, contracted

employees: :and: all: other. personrnel . erngaged in' &émpany

2 ) )

Supplemental: Rulés : i o= ioas To Bigo s arii no snii v

This stipulation: comes into force on = il .0 Hii,

Discussion o 0 LoTaiiin i s

The:following: need:furtherstudy. - b DU o mh vl ‘

IWith respect. to documents to.-beé“separately provided for

“{Article’4y, and document sending/receiving (Article 5),

17 the:followings are to‘be incorporated-in the policies and

cidclkausess o

[Preparation-ofiDocuments s

w7 »"objective”, #scope of: application”; “Consultdtion

vi:iprepared through consultation among rélevant departments”,

swis4description of documents” ,“style of documents®, “name

“rof addresser”; “name of addressee”) *Identification of a

-.person:incharge”; “drawing up ofsendingdocuments” ; (code,

2w.number,« and.::document::numbery ‘etc.”. “confidential

:documents”, “handling of confidential documents”.; etc.

o i[Sendingand: Receiving. of  Documents]s =i o% 1ot Wk

-« "objective”; "organization”, “sending6f documents to

. “the'outside and to-otherorganizaticnal units”, “receiving o

and distribution of documents by an organizational unit”,
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“receiving and distribution.of.documents.within:a same
organizational unit”, etc. .

+Specific period of . retention must be designated for'each

iz document clearly, ‘and.such period must be::reasonable.

Unless such retention period is designated, we cannot.make
any excuse on the ground of expiration of extension:period

- _for not possessing the documents concerned. :: - ::7

If an original documents was circulated in duplicate and

its recipients are unknown;: the manner of discovers:would

v bey, _di-f-f,grgnt_;',-_;between +Japan:and. the«U.S. It would be

- desirable to.make.it:a rule not to.retain any.distributed

b cOples: eventu,allys;:af-ter;i-ts; use; while:specifying.in the

distributed copy the responsible section for the retention
of the original documents. --The .reason:why: copies of

- original documents-are also produced in-the U.S. is to show

: i.that the requested party .complies with:production:burden

.--in Code:faith to give: ;f-avonable;z;impre'ssion to: the:judge.

+-. Tt .is also'said that the request for photocopies in addition

~~to their original -documents iis: based on:the: g‘rou_ndztgthat
- : rimportant personal notes might be found:in suchicopies.
- :-On the other hand, in Japan; personal notes on:photocopies

~ are not considered;:in-principle; as-documents required

. ;._::__.-;,tg_-; be .produced.: This is because they fall within a type

- ,_.-ofS,e]_.f—Us_g_age, Documents ,.W-l_.li;,_ch--:-a_re"iexempted from production '

AR Japaniec . cercoc s onl sk v
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++At. present companies in:Japan-are not well prepared to.

. /manage the electronically stored documents (refer to.note);

which have increased: a great-deal-these years.: -We are.

considering it would:be necessary to: prepare a rule:with

. respect-to;electronically-stored  information. .In such.

rule; the following items should be-incorporated: ;...

:.1) Specific and acgurate-definition:of “electronic

ST § o loY . Yok Ko} o LA BT IR P R S T

3.

-é;a.;w2riDiSplayH_of;:coniidentiélity ;elassification: -in.

corelectronic information, if:.applicablew.- .o ©o vy

+:3)» Standard -of: access to electronic documents for.

' insiderand outside disclosure;and removal. (printout -and
«-retention-in.other place) thereof, and-access information.

rcontrodl oo e

. 4): Certification -of;originality -as: documents. and,

control: of: document . revision histery: -: . . -

rnuuswaasswqrdcségurity@,_4waru

. 7:6)- Life .cycle. control. of. electronic -information.

cno(specification of ..+ - retention:period and: deletion of:

c/information; after:expiration-of-.. . retention.period)::

7). Backup control.of.electroniec information.. <.~

"a,-;&waesignation;of;control:observers@,ﬂ;:g_?;_w
Form 0f Document  Retention Program:
(L) -The: question - here-is: which: of: the: two - systems,-

centralzation or localization of documents. is:more effective.
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as' document: control ‘for:the:sake:of intellectual property:

cases “of “intellectual«‘property - covers:-various kind of
infoimation dncluding thatsfor: research ‘& development of
products and ‘markéting: :information.::-Thereforej it is
considered “preferable ‘to< have  a centralized ‘system of
- information control:. to cope iwith fa: l’aﬁs‘u"it'." 'With the
development of LAN internal information system,; many‘companies
are t’ryiihiq-“t'd conduct entire corporate db'c_um‘ent'—f administration
by means of electronicidevices: When the: electronic-document
control i§ fully established, :iti:'r-wouldfsbé:‘p‘é‘s‘s‘iblea for us to
perform centralizéd 'document control without difficulty.: Thé
o‘n'-lfyfﬁ)ﬁo'blém involvedin the ¢entralized document controliwould
be - “who is a control observer of information ‘eontaining
donfidential information2” "Can he well: perform:his duty?”,
or “Is he willing -to‘-:ﬁ'erf.om*.?(orf':'a‘cc:'eptf)ff:thisf task2 o

In administering electroni";:a-l-ly “istored”documents, a
control observer must have thorough knowledge of computer and
be' fully authorized to: perfbﬁﬁ"§‘his duty.: On the:other:hand,
checking: system is’ also considered-necessary- to"prevent a

‘controli'observerfor using-his ‘authority wrongly.

discussion, as to the expeérience ‘of-‘actual appointment ‘of

control observers, and how the problems invelved in:the control

observers arersolved. il ool
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o In order. to. conduct .document. :-administration . most

effectively, we have to set rules to control document handling

through the establishment.of a. document retention pol'icy , and

in accordance with its rules, we have :to:.implement -document

4
i
!
i
4
1
;

control” such as :‘conunén use; of: . documents ",_(ei;nte,;r—departmen'tal
standardization), clarification:;of the «~loc_a~1_:-ion of retained
documents, ‘limitation:of.access to-;do_cuments_-. and réc_ords,
limitation of copying:(such as destruction of copied materials
as-soon as the necessity to use is- finished).and compiiance
with retention period:-of-'do_cuments._‘_...f L

Main .rules V‘Of document administration .are-summarized as

followss: .. o wu .

1. Even a memo:for internal-use S.-hould'begwritten,oﬁt;
-~bearing. in: mind: that: .it:;:.might be -::produced -to a court.
.v2+ In.making -a .report,’ fac,'té_,-and;-opinion should be
‘voclearly: :d‘ist’inguished;,_.’(with .respect to.cbjective fa-_éts p
making personal inference without -clarifying: :personal
-~ assumption or:making:an -exaggerated opinion is -'strictlj
- prohibited)

v+ 3% Use of misleading terms or:exaggerated expression

- should be:avoided..
..+ 4. Records.of an event must-be made to.cope:with the

s :évent.  iIn-preparing a report .on-a sensitive-event:found,
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a careful attention.is required to:pay to the contents of:

o ithe 'report,. .otherwise i 'such .report. may become a: new

... unfavorable-evidence.

2’5, The ‘form ‘of documents-should not have: marginal
“.‘space for scratching. -

“rl6e - In preparing-and retaining documents, Self-Usage-

- Documents {internal documents) should be distinguished

. from’ other . ‘documents (addressee, -.names of . authors;:

'rTWCohfidentialrto*theﬁOutéide"JStamp;*etc:)?

;157; Client-attorney privilege and ‘other privilege:
should be taken into consideration.. B .

o+ 8. .Documents ' to : be: submitted voluntarily to
government and municipal cffices must be prepared, ‘having

in mind:that.:they might: be presented to.a court. ..

77 9. ‘Documents:containingtrade secret must be kept
. ‘under -~ proper  ‘control; . :(method . of"! retention,

©..confidentiality clause, affixing: “:‘Strictly Confidential”

stamp) .

~rewr210. Document control manuals are to be:formulated; and

based on the manuals, preparation, Tretention: and

certain manual in respect of retention and' control of
' electronic:documents is‘necessary ( a careful attention

-should:-be paid to'the personal possession of floppy disks
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. which are not in compliance with company’s document contzrol.
regulation). .o sk
woioo o 1lsDistribution: ‘of :copies: should be: limited to
+o:minimum people (retainers of documents. are specified.and
~. recorded). copies are to be destroyed as soon.as necessity.
-- tc;:- :u.sé 1s ;‘:Irf-.i‘r.a;ishe.d ( | retentlon period-is:specified in the:
-0 original. documents)...
+. . 12.Retention:of: aoé_uments,::i-sudetermine_d so.as toqcope‘.
L _with- related possible lawsuits. {In case of -intellectual.
. property lawsuits, the retention period.of documents may.
.l be determined,: taking into: ac.c_ou—n.t of:.the questions set
- forth' in Tab_le- 1 fofr_-rattached Reference Materials No. 230

“Control of Intellectual Property Documents” published by:

- . Intellectual Property Association of-Japan-

+-:13..In case of -a.lawsuit; relevant documents worthy
of evidence should be collected sd_ thaf_ they may be produced.
at an early stage...:.-. =0
14. guick and faithful countermeasure should be taken
.. againstadiscoveredevent (concealment of factsmay result
coecdine il.:re'cover_;a-ble.- damage) veo oo T oo e
(3) Personal 'Efi*j'l.e eIl i Gend sot i R SRR

‘. In:U.S. litigation, documents retained:in personal files:

S'om‘etj_mers,;become:an.:‘-issu_e-_j.r.;,Beqause it.is highly possible that:

those:.documents. contain: many :personal:.opinions that.-are
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contrary ‘to: company’s - policies. ' ' Therefore, " the: entire
abolishment of personal files is proposed.

-But.'such aproposal is considered too:ideal andunpractical.
It would'be more desirable to have such:personal documents more
refined:to be in compliance with the ‘above-mentioned:rules of

document preparation, and to file them properly as company

documents. It would be neceSsary to make it-a rule as practice .

in ' the - system ' of document administration”-to ' destroy
aﬁ'toir[a't‘igal 1y ‘the documents ‘that are’not refined as proper
company :documents-at an dppropriate early: time..: ..

.t On the’other-hand, "t'heré‘ 1g such'an opinion: that:since the
existence of personal ‘documents itself shows' a fact: ‘that
necessary":infbrmation‘.-for-' conducting:job is not contained in

the company documents under controly, ,_:'i_t}?may bepreferable to

have such a document:control system (covering preparation and

retention of documents): that the employees ‘may do their jobs
without ‘relying/on their persconal files. We i"fwould--l_ike to
discuss this problem through the panel....:

STt would'be necessary for us tohave a ruleon of electronic

mails which have spread among various companies: ~Someone:says

be means of communicaticn at the same level as teléphoné (in

ai’similar < category to te'lepho'ne-‘)“.-‘.'i' ‘Another - says: - that

electronic mails once printed out:are nothing but:a document’

~ 282~
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in its effect. But such printed out.document could be considered

a "Self-Usage:Documents”.in Japan a question here-is how to
control electronicmails-in-fact? Wewouldlike to-answerthis

guestion through our panel-discussion;-referring information

Qfgactual;handlingxand control-of electronic mail-in the;U.S. _ _

and in Japan. :: -

iajggnglugignﬁmgcA¢afm

Document - administration:-to -cope with litigation seems .
available:we:in._Japan if practitioners: think of 'possible
litigation-in the U.S. our.discussion-din: this:paper may not
begsufficientwbeCausewanothers¢are}notfﬁamikiar;with actuai
1awsnit$andactualcbrporatedqcumentretentianprograms. We
arexafr@iduthat%out;discussipn-may;have:gone:énlioo much
thebretical points or missed the point.: s;,-Neveﬁ_theles_‘s ; we hope
it would be of some help and hope to learn more about this issue

through panel discussion.

Notes:

1. Probative Value of Electronically Store Documents
Electronically stored documents are not regarded as one

of'the samples of so-calied quasi-documents” even in the.

xevised Japanese Code of Civil Procedures, but thé

electronically store documents may serve as certifying the

originality as documents, if the date of preparation, authors

and the history of revisions are maintained, thus they are



considered to- have some probative value; -

2. «In the*U.8. if ‘the:records -in electronic media’ meet ‘the
following® requirements+are deemed:'to-have" pro.batiiVe value;,
‘under Federal Ruleof Evidenceand theUniformRuleof Evidences:

..1)7 " The said documents-arerelevant to a matterto beproved

{Federal Rule of Evidence Article 401’).'
g '_2) The said documents are genuinely prepa?edby ‘an author
"‘-('Fédera'l Rule’ of Evidénce Article 901) vioimii
":3y0 The said’ docﬁmentsﬁ":':&re recognized: -nas-r'f-' “the" best
evidence”- (Federal Rule of Evidence Article 1002) .

-4y If the.contents.of the said documents are ‘considered

= to'be subject to”hearsay rule”, the said documents: must.
- be excluded from the application of-the rule: (Federal

= Rule -of ‘Evidence Article 802y, o i oo




| Tak}lelfl% Questionnaire in Discovery and Relevant Departments

 Note 1: © cienoteis respondent departments., O denotes.related :

or confirmation departments.

lEécﬁ §°f :the-'-follo..wi.ng -abbreviation .denotes its ‘

1 respectlve department.
A: Publlc Relatlons, B: fersonnel C: General Affarrs §
.Secretariat' ;Di_ Legal Affairs, HE-u Accounting,  .F:
Purchas:.ng, G: Sales H: Plannlng & Technlcal Control, I '

o Productmnf J+ R&D * Design, K: Overseas Subsidiaries, Lt

Suppller,fM: Intellectual_Propertyfﬁr____

Questions (picked up .from . severallaB|C|[DE|F|GH|T|JT[K|L|M

cases)

1.? Identify ‘all forganizations, branch ® | [0 DO :
offiées,subsidiariesandothersrelating
. to manufacturlng and export to U.S. of thel. | | .

sald product, and also 5pecrfy functlon :

thereof.

2. Spec1fy place of manufacturing,”officerr.‘_,_d SN clomee

1n charge of manufacture, dates of

manufacture, volume of manufacture and

export and stocks ‘of said product.._

3. Spe01fy three staffs most familiar with | | | | | 19 |10

structure‘and‘performance-of the said
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Specify list price, contract price and

profit of said producti

Specify all documents used for promotion

Japan. .

and sales of 'said product in U.S. ‘and |

outside of said préduct.

specify' all PR’ ‘articles;  newspapet]

articlés;  “technical  réports to the|-

specify all people in'charge of marketing,|’

R&D, design, promotioh”ofﬁééid‘PrOdﬁétL"

'1nformat10n to 1dent1fy said product.

_,Spec1fy names,”,“codes ....and other|

"‘“sald product.,'

rmEnumerate all grades types and kinds of| | .

10.

Desczrl_be the time 6f development of| | || | |”

mahufaothriﬁg prooeesiof'séldﬂprodﬁéf:f“:” N E

11.

‘ documentS'. f :

é.assoc1ated w1th the development of said|.

””:product and also specrfy ‘the "relevant] [

Spec1fy other companles “and entltles 1

12;

l_recordlng development of said’ product.

Spe01fy :notebooks ehd “other  records| |

|13,

Specrfy all weekly, monthly, qu&rterly“r“-*'*‘=:V
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and,annual,reports and other periodical| | |




reports,'and control reports.

14.

f:product.

Spec1fy people who partLCLpated in thej. | |

deC151on of the commencement of Saldx,;.f. ] I B2 PO

;
i
o

!

116

manufacturlng:process.

i_process of sald product without llmltlng :

n tlme.

épécifyfdocuménts-usedfforvmanufacturing~,

17.

detall.;

Desctlbedetafledingredients}prpperty,;n:

proceéséandf%tepsfof;Saiduproduct-in;

| .-¥r§185.

éaid prodﬁct from;otheradefendants?-rw

Dld you purchase, lease or :.receive|

donatlon of_manufacturing1faciiitiesxofcu'

19.

Spg‘ec:ifly patént oi: épp'licationr relating to|

product or process of said product.aﬂ_;; sl

b 20.

- pdtént and all documents concerned.

When and how dld you becomeaware of|.-
plalntlff's:patent'for the first time?|:

Spec;ify all people who became aware of thef

Jrat.

SpecifoallﬁfiIe$ of -patent dept. and|:| |-

22.

1egal3dept.freléted-towSaid»patent;fq:

Specify all technologies inpublié domain|:

|deemed important in respect of validity|:| | |
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" lof said patent.

23,

Specify. ali jpedpleﬁfwho;wpurchasedb

imported,ﬁor received 'said product.:::s|

|2e

Specify all correspondence between the| |

defendant ahd: the purchasers:.-of said|: |||

product.

25

';f3§écifyfall scheduled witnesses. and|-

26.

appraisers.

. Specify all correspondence with

scheduled withesses and-appraisers. . [:| | | |:

27

-Id_eﬁtify _t:ofu'n:se:ls: and law-firms: which

represent the' defendant.

28.

If  you ‘received any’ opinion on - the| .|

~ |from attorney or patent agents; identify|

relevant attorneys and patent agents and}:] -

also'subjectslandﬁdocuments;t-~

. validity'or.iﬁfringémentfofTSaid patent|:i|: ||l

. |documents concerned.

.Ifﬂ:xyoﬁﬁ ;d15cussed:;*validityrn:and
infringgmény of ishid.:patent';in* the

cdmpahy, identify people,: subjects. and

S S,

DéScribéjﬁlaétaiJJabout.stqtus,;licensed

attorney :'qr; not , experience-: of -legal| | ¢

praétice (if any)fahdwknowledge,of saidj [ |

patent with respect to:each witness.:
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31.

also royalty of the license.

Speéecifypatent: number: o'rf -patents.under|:

which:license agreement.was concluded andf::|:

Specn:‘y t:Lmeuof study, ‘timerof adoptiom, s fid ||

regardlng your des:.gned around product.

3 -relevant do uments and people 1nvolved ] (RN SRS A e

133,

L'document control of the defendant.: IR E

Spec1fy pollcy and regulatlon -of dnternalj::

134,

Spec lfy persons who prov1ded 1nf0rmat ron,

-quest.ro__ns and pe_rson[S_: who:participated:in|

making answers to above gquestions.

referenced documents for answerlng above R S S R e

—289~



Table 1 2 Request for Production of: Documents-and Articles:

5 1n Dlscovery and Relevant Departments: :in the Company. -

| Note 2 :thé 1 in Tabﬁl.e;-l-"-:-'el‘ -also applies to.this table.. " -

Request for Productlon of. Documents and|adB|C:|D|E|F |G (BT JK LM

5_ .Artlcles (plcked up from several: cases) el

1 Samples at each step ‘of ‘manufacturing| | {: | |: || JOS | | |©

process of the sald product

‘Request;x -for--s.-onethe: ~spot -InspectiOn at) o A0 JO|@)- 1 @

ma'nti-factufiﬁg facilitiesofsaidproduct.} |||

3. [pocuments relating tosalesandmarketing|. ||| | |O& O

_|of said product in U.S. -

4. |Documents regarding individual export to QO @0 O
U.S. and sales in U.S. of said product;

(including but not limited to invoices,

bills, custom clearance documents)

5. [All documents regarding costs or income O |©CO

connected with manufacturing, use, export

and import, sales, etc. of said product.

6. |Periodical financial statements of O 1©

defendant company.
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7. |all of the @ spec¢ified .’ documents ' in|® ©©0Oe© o)

responding.to-the. questionnaires.:: " oo ||

8. |All documents referred, to.for responding ©00©0 00000

to the questionnaires. - ... ... .won)

E

) .‘.f
-

.
!

—201—



4-23

o (l) Tltle TltleDamages Provision in the Amended Patent Law: -

@Date: . October 1998 (29 International Conference i Sapporo)” - =/i* 7%

"8 Committee: No. 4 Committee; PIPA Japan Section’+ 10 = o w

. (®) Authors: . Ichihashi, Nobuhiro, Aisin Seiki Co., Ltd, © " i= - #oii whe ]
Monma, Takeshi, IBM Japan, Ltd. ;
Murakami, Satoshi, Ricoh Co., Ltd. G
Sagae, Hiroyuki, Teijin Limited . Pl

(5) Keywords: Damages, Amended Patent Law, Compensation for Damages,
Litigation, Amendment to the Patent Law

(6) Provision:  Article 102 of the Patent Law

(7) Abstract: The Patent Law was amended this year (1998) for the purpose of the
E - . reinforcing the protection of intellectual property rights. This paper,
from the recommendation by the Industrial Property Rights
Committee, through the passing of the amendment, reviews the
background and legislative processes of the Patent Law amendment.
This paper focuses primarily on Article 102 which provides the
handling of damages, in order to clarify the significance of the
amendment, to discuss its effect on corporations and also to discuss
how the goal of reinforcing protection of intellectual property rights
can be achieved.
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1. Introduction

With the advent of this era of worldwide mega:competition, our domestic industry is
forced: to' gain more: competitiveness.: In order to do so, the reinforcement of the
protection: of intellectual property rights and facilitation of inventive creation cycle
are the essential issues to be addressed. In this context, the Patent Law was
amended this year (1998) for the purpose of the reinforcing protection of intellectual -
_property rights. - This paper, from the recommendation by the Industrial Property

and legislative processes of this Patent Law amendment. This paper focuses
primarily upon Article 102 which provides for the handling of. damages, in order to
clarify the significance of the amendment, to discuss its influence ‘over corporations
and also to discuss how the goal of remforcmg protectlon of mtellectual property
*nghts can he achleved : - SR

2 Leglslatlve Development of the Amendment

e Durmg the 38rd General Assembly of the Industnal Property nghts Commlttee held
~-ion April 24, 1997, the Damages Subcommittee of the Committee’s Legislative Section
~was convened: . Chaired by Dr.-N. Nakayama, Professor of Tokyo University, 21
“:members - assembled  from - the -fields. of academia, government, the judiciary,
attorneys, industry; and mass communication, for the subcommittee hearing..  The
minutes of the hearing were reported on November 25, 1997. The recommendation
-‘based on this réport was submitted by the Industrial Property Rights Committee on
' December 16, 1997 to the Ministry of Inteérnational Trade and Industry (“MITI”) of
‘ﬁ::iwhlch the Japanese Patent Offlce (“JPO”) isa part o

Correspondlng to thls development the Cabmet concluded a blll callmg for a

comprehensive amendment on the Patent/Copyright/Trademark Law during its -

cabinet meeting on February 10, 1998. On February 12; the Cabinet presented the .

bill to the 142™ Diet session as a legislative bill for amending a part of the Patent .

Law. The bill was received by the Lower.Diet on February 12, and was remitted to
-the “Lower Diet's: Committee on Commerce and Industry on March 30. Ths
. committee carried out a session and passed the bill on April 3 and the: Lower Diet
.~ passed the bill on April 7. In the Upper Diet, the bill was received on February 12,
¢ and remitted to'the Upper Diet's Committee on Econemy. and Industry on April 15.
‘1. The Committee on Economy and Industry passed the bill'on April 23.  Durring the
~'session in . which.:the . Committee’ on' Economy and Industry passed:the bill, the
- committee also passed two supplementary resolutions. " Of those two resolutlons the
e foilowmg is the one that is more relevant to current subJect :

(Suppiementary Resolutlon) : ' : S e o
“The government, at the tune of ‘enactment of the present; laW shall take
- . adequate measures in reégard to the following. The government shall
»further consider andattempt:to promptly: resolve appropriate’ provisions
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for expanded ability to obtain court-ordered production of documents;: :
establishment of rules for allowing damage expert testimony, and shall
... also -review ithe civil procedures pertaining to.infringement lawsuits, in. .
-1, order-to-accelerate resolution of lawsuits for infringement. of intellectual
.. . property.and. in-order to reinforce the protection of 1nbellectual property
. :_I'lghtS : : STV : g i
The Upper Dlet passed the blli on Apnl 24 The bﬂl was promulgated into: law as
Leglslataon_.No. 51.on May 6. The new law takes effect.on January 1, 1999. -

3 The Amended Law

V In conmderatlon of the changeover of the domestlc economy paradlgm the Industrlal
Property Rights Committee carried out a broad study and provided an amendment
draft to MITI which sought to promote and reinforce the protection of intellectual
property and to establish a smooth creation eycle, from the cycle’s beginning :with ‘the
inventive process, continuing with the patenting of inventions and concluding with

recovery -of the .related. investment. | The study and draft amendment-:were
- -summarized by the Committee in a report titled “Recommendations Concerning the
;- Amendment of the Patent Law et; al’.. As-a result of further discussions-amongst
~the MITI, the JPO and the Cabinet based.on-this report, a final amendment draft
.-was prepared, presented to the Diet,-and passed as previously described. == i

*...;,The following section in this chapter clarifies the contents of the damage provisions

:.. which:are the subject of the new amendments. . It also reviews the relationship
between the actual amendment and the draft originally provided by the:Industrial
Property Righis Committee, and examines to what extent the orlgmal draft is

. reflected in the final version.of the amendment : E NN

' 3-1 Amendments to Article 102- .

(1) S1mp11flcat10n of Provmg Lost Proflt S . =
o Tn order to realize an increase in the ablhty to recover- Iost proflt damages the
. ...-original draft proposed by the Intellectual Property Rights Committee made
... some . specific proposals -aimed at-making it easier to -prove lost profits.
... Specifically, the Committee proposed that Patent. Law Article 102, Sections 1
..and 2, respectively, be. amended 80 as to-state “the amount of lost profits shall
; infringer, but the amount.of the

-f:‘_.,product umts a rlght holg b
from the number of* mfrmgmg product units-sold.-by  the-infringer,”: and,
“where a right holder is practicing its invention, the amount of product units
the right holder would have been able to sell shall be presumed from the
number of infringing product units sold by the infringer, within the limit:of
.. the right holder’s operations”. . The amiendment as passed by the Diet adopted
....only. the-basic concept of: the: aforementioned proposals, and term:*presume”
...(suitei is the Japanese word) has not been used in Subsection 1 for a reason
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G explamed Iater

P "-:-l-'(Amended Artlcle 102 Subsectmn 1)

“Where a patentee or a Senyo (excluswe) hcensee clalms, from a person
who has intentionally or non-intentionally infringed the patent right or
exclusive license: right, compensation: for damage: caused:to it by the
£ infringement, -~ in'.case: that the infringer had assigned the ‘things
‘comprising the act of infringement; the guantity of the assigned ‘things

profit of the products the patentee: or exclusive'licensee could have sold
: vif the-infringing conduct had not eccurred,: ‘may be:claimed as damages
~:'suffered by:the patentee or exclusive licenses, provided that the:amount
. shall not-exceed the capability 'of the patentee’s or exclusive licensee’s
< ‘operations, i ‘Howevekr; if: circumstances exist’ under which the
.t’patentee or exclusive licensee would not have been able to:sell-all or a
~:'part of  the assigned- quantity;the ‘amount based: upon:the quantlty :
3} correspondlng to such cucumstances shall be deducted Pl

: (Amended Artmle 102 Subsectlon 2) SR

“Where a patentee or a Senvo (excluswe) hcensee clalms from ‘a-person

who has intentionally or non-intentionally infringed the patent right or

1o exeliisive: license vight, . compensation for damages' caused to it by ‘the

infringement, the profits gained by the infringer :through the

s infringement shall be presumed to: be the amount of damages suffered by
the patentee or excluswe hcensee S SRR s

(Contents of Amendment) B SRR
' The:amended Subsection :1:is an” entlrely new" sectlon and :the former
- Subsection: 1 has been: shifted by the amendment shifted ‘to-Subsection 2,
¢ without: any ‘changes: ' The amended Subsection1:is a ‘provision is a new
- provision for. assessing lost profits as a: type of damage compensation, and it is
-'based on Article 709 of the.Civil Law. The amended:Subsection 2 (former
+:::Subsection 1) was originally providéd by amendment in 1959 to simplify the
assessment. of damages by presuming the ‘amount ofilost profit damage
suffered by a right holder from the amount of profit made by an infringer.
The reason for this twofold provision is to allow:a right holder to choose, in its
i own discretion, which: of “the . two - subsections: that’ it wishes ‘apply in an
infringement suit.:::As explained below; many of the terms-and phrases in
Subsection 1 and:2-are not defined by law, and the interpretation:of much of
‘the language is left to the development of case law.” : The terms and phrases

in the-amended:‘-Subs:ection1.'a.r.e,'expl‘ai‘ned'below\.A o B

i 1) “Thmgs comprising the ‘act of 1nfr1ngement P -

' This  phrase: refers’ to: the :so-called thmgs ‘¢comprising- mfrmgement
 “Things comprising infringement” is defined in:Subsection-2 of ‘Article 100
i+ as “things difectly resulting from ‘the infringing act’;-and the phrase is to be

. mterpreted-in:amended Subsection 1 of Article 102.  Also, it is clear that
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the infringement of patented manufacturing methods can constitute an act

of infringement, as Subsection 2 of Article 100 specifically provides for such

infringement and also providesthat.’ [s]ubsectlon 1 of Article: 102 holds true
«in this subsectlon as Well” : R T - '

11) “the aSS1gned quantlty multlphed by umt proﬁt

... holder’s sales- quani;lty; was taken away by the quantity sold by the infringer.
;... This is provided to make it easier.for:a right holder-to.claim-its lost profit
- ginee it is, assumed-easier. to..prove-the -amount -of money given by the
.-assigned -quantity multiplied by the -unit: profit. to . which the right holder
would have normally been entitled,’as-opposed-to being required to prove
. . directly, in a manner satisfactory 'to the court, the exact amount of damage
+: the right helder suffered.. .In the-amended Subsection 1, it is not:specified

.-whether..the; “amount.of: profit’:is-to  be:net profit .or-gross profit. The.

-+;-:-reason.for:this is that special consideration :was. given forallowing the court
discretion to.: determine: - the - amount .of . “profit’.;: aceording . to the
circumstances of the individual case, without being restricted by a
definition which, if pr0v1ded mlght narrow:theé extent:: ofi: the court’s

“,..5_.7;dlscret10n D S P i et e e L

ii) sha]l not exceed the capablhty of the patentee § Or: excluswe hcensee 8
. operatlons Sy L RER R A
£ This: prowswn is prov1ded to lmut the amount of damages w}nch may he
recovered to those which have - a -signifieant: causal - nexus: to the
infringement.  The amended Subsection 1 does not provide the definition of
“capability . . . of operations”. This is, again, to allow the court discretion
.- to adjust.to the circumstances of the individual case., . For examplg, where a
-.-.7ight holder is:an: individual inveéntor; it is-not appropriate-to value his
. operational capability to.be the same as-that of a large corporation, and
- ~where ‘a right-holderis a small business,-it is not-always appropriate to
- limit .its. operational -capability 'to “its. current capability. - Under this
.sprovision, the court can-flexibly ‘exercise. its- dlscretmn in con31derat10n of
individual cu'cumstances SO I S T

V)., may be clalmed as. damage suffered by ; :
-'The reason: for.ithe use of.the wording: of the amended Subsectlon 1
; -aselgned guantity multiplied..by....may -be claimed as damages: suffered
by:.”; instead of using “the damages shall be presumedby assigned quantity
X proflt’ -i§t0 avold an “all or, nothing”.
presumed” had been used in. this provision, the concern was that the full
compensation of “Assagned Quantity x Profit” would be awarded when the
“presumption” was not rebutted; but that-there may be a: possibility that
.- nothing ‘would: be awarded if the-‘presumption’ was rebutted.: In other
- ‘words; by avoiding the use of the. phrase “...shall.be presumed...”, a right
_ holder is. awarded damages-if hecould prove-the infringer’s assigned
.. quantity ‘and ‘his profit.  Even-if-this presumption were rebutted by proof
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i1 o offered: by the infringer;. the ‘damage. claim will not be-.rejected outright;

instead, only a proven amount of deduction (as established by the rebuttal
eviden’ce) would be made from the full amount of the compensation.

N} “1f cn:cumstances ex1st under Wh1ch the patentee -or: excluswe hcensee
~:would not have been able tosell .- S ERRNEE EE

exclusive licensee would not have been able to sell” include, for example,
sales or promotion efforts by the: infringer, or the existence of an alternative

v product. . The. infringer may: be: able to:reduce the compensation to an

~amount between 0-and “Assigned Quantity x Profit’; by such methods as

- .- proving the fact that he had: increased his salés by his sales efforts. Also,

compensation for damages would not been awarded in the past-where an
alternative product existed, but the amended provision allows.compensation
for damages, in accordance with the facts of the case, even though an
alternatlve product exists. S ST '

Several other proposals were also made by the Inte]lectual Property Rights
7 Committee,.but were not adopted in the:final version of the amendment. For

example, proposals to “simplify the proof of the infringers’ profits by reverting
the burden of proof to the infringer side for deductible amounts from the

srinfringers’ total income gained by infringements’ and to “specify the profit of
“the infringer in Article 102:Subsection: 1, as'a marginal profit” were rejected.
i+.Although the reasoning of the Cabinet is not clear, it is  assumed: that they
«‘considered the -adopted language was:a‘' more stralghtforward method of
F :".handhng damage clalms for lost proﬁts & SRR PR

" ,fAnother proposal was that of allowmg claums based upon the presumptmn of
i+ sarlost profitor-upon the presumption:of an! infringer’s profit, provided:that the

patentee has the operational capability”, and “allowing claims based upon the
presumption of a lost profit or upon the presumption of an infringer’s profit

1+ vieven if the right holder and the party who-practices the right arc differont”

were probably rejected because of the belief that such provisions: would result -
in the available range of recovery gradually being restricted by court decisions,
and also from the apparent sense that cases should be judged flexibly

-according. ‘to their individual: facts... One: other proposal to finclude a
“|provision - to - take. into‘ consideration:ivarious factors .- Japanese word is
“shanshaku’] ‘so as: to allow, when -calculating damages; recognition of the

i+ correct scope:of damage caused by the infringement,” was-not adopted. The

rationale for rejecting this proposal was probably that the determination of
causation should be left to the judge's discretion. Yet another proposal to

«"-allow'the award of damages “up to three times of a proven amount of damage,
fo1 ag antactual-amount of loss” was not adepted; probably becavse it:attempts to
. award an amount of damage: that is not the -actual amount of damage based on
-+ 'the evidence, ‘which goes-beyond the framework of the -existing law;:and also
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.:because. there had been o reasonable explanatmn for: the maximum limit of
“three times...” - NPT ‘ - P

(z) Increa«;mg Damages by the Amount Equlvalent to the L1cense Fee
+" From:the: viewpoint: of increasing damages-by the amount-equivalent to the
license fee, Article 102, Subsection 3iwas amended:based upon the committee
<= proposal fori-a-“provision - to.allow::assessment.of--a reasonable amount
imequivalent to a:license fee with con51derat10n of the. c1rcumstances of each
o 1nd1v1dual mfrmgement case’. TS O

:-:(Amended Artlcle 102 Subsectlon 3) it
+ oA patentee or Senyo:(exclusive) 11censee may: clarm from a person who
-+ has intentionally or- non-intentionally : infringed . the. patent: right or

:exclusive license right; an-amount of money which it.would be:entitled to
i receive [from a hcensee} for- practlcmg the patented mventmn as
.~-_tudamages b N T S E RO S

(Contents Of Amendment) !

Former Subsection 2 of Article 103 was shlfted to the Subsectmn 3 of the
* amended law, ‘and the -word “normally” from: the -provision-of former
-Subsection 2, “an amount of money he would normally be entitled to receive

e for practlcmg the patented mventlon " was deleted

»:-:The word normaHy in: former Subsectlon 2 was- deleted to make it clear that
~:an-amount can-be-claimed according to-the:circumstances of the:individual
~:case . as .‘an  amount -of money.- which it would:: be-‘-entitled;;;.to--:reCeive for
- “practicing'the patented invention”....-. By this provision, it is possible:for even
an amount more than “three times” of a mormal license:fee 'to be iclaimed as a
reasonable amount equivalent to the license fee. It is also clear from the
+:opurport of the enactment,: that the :“amount of -morey. it would normaly be
o entitled to receive..” -is: still-deemed ‘to. be the minimum:measure:of these
-dameages. :::- S Co B D S .

- Several other proposals were made 'by the: :.Committee: but rejected (by their
‘absence) in.the final draft amendment that the Cabmet submltted to: the Diet.
‘ -:.=-‘Followmg area. couple of them:: co T A

--;;,-One preposal' that a. reasenable amount eqluvalent to a hcense fee shall be

~:defined as an a :
“reason for this- re is no basis for. the “three
.times? rule;-and :also, such.a provision allows less discretion:-as-to: various

“1circumstances:where some deduction may be required.. . . e

s :Another proposal, that “the court: may assess a reasonable amount.of damage
-, up.to. the maximum of three times a normal license fee®; was:probably rejected
++..because; again, there is no ground for setting the maximum at“three times”,
.. and furthermore; if :amounts of : damage ‘are-determined: based :upon the
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i individual- cu-cumstances of: a case; then there:is not: a.good reason for
‘imposing a-maximum limit, .

(3) Other Amended Subsectlons

| ,:z_x;»The Patent Law, Artlcle 102 Subsectlon 4 was amended as. follows .

5. ‘(“Amended” .Artmle 102 Subseotlon 4)

. +The : preceding .. subsection .shall - not preclude & clalm to damages
... : exceeding the amount. referred to t_h_erem _In-the event. that there has
“::> been neither:willfulness. nor. gross negligence on the part of the person
 iwho -has-infringed. the: patent right or.the . excluswe ‘license nght the
2o court:may-take this into’consideration when awardlng damages

.(Contents of Amendment) PRI > ;

-sFormer Subsection.3 was shlfted to prov1de the amended Subsectlon 4 One
- minor; change. was:madein:the amendment, on a.Japanese. word: meaning
““exceed”, which is-converted, into.a “Kanji"(Sinogram) having :the same
meaning, so in effect no substanﬁa,l;changes,were;made;_ tis ;assumed that
the first component of the amended Subsection 4 has been left unchanged
- :because, of' its supplemental nature. . The second.component has also been
+ retained probably because.where there are various levels of infringers, from
i manufacturers to distributors, and it would be too burdensome on distributors
-: .+ (who.are-at the end of the-line) to be bound with a:burden of due care and
¢ herattention, . considering:: that- exercising judgment -with respect to patent
R 1nfr1ngement issuesisia sophlstlcated matter., ‘ .

Other 1deas proposed by the Commzttee such as the part allowing the
deduction of damages:in consideration of [lack of culpability] shall be deleted”
and the proposal that “a provision allowing the increase in damages in
ixconsideration: of willfulness or gross negligence shall be added” were rejected.
-.The.: former. was-:rejected ; in..'consideration .. of . the - issues. such as the
-~ aforementioned sitnation of “distributors. . The later was: reJected from the
-:.$tandpoint that property .damage and its amount should be- determaned from
- :an-objective:.point of.view,and - the. basrs_ fo_r increasing . the: amount by
consider'abion of willfulness or gross negligence .is_,_ambig-uo,ue;: '

3 2 Slgmflcant Proposals winch were noL Adopted

1);Treble Damages and Return of Infrmgement Proflt T TN >
The proposal entitled “Treble Damages’ stated, [t]he court may award as
damages up to three times the amount of actual damages, from a person who
intentionally (or by gross negligence) infringed the patent right or exclusive
license” was a proposal providing for the possibility of treble damagesin cases
of willful infringement. “A patentee or Senyo {(exclusive) licensee may claim,
.i..from a person who intentionally. (or by gross negligence) infringed the patent
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" iright oF exclusive license, the return of the profitithe infringer ‘gained by the
infringement” was a proposal entitled “Retiirn. of Infringement Profit’, which
provided that the return of infringement profit can be claimed regardless of

~ the amount of damage suffered by a right holder in a case of a willful
infringement. These proposals had been'made in'an’ attempt to erode the
foundation of what the current patent situation in Japan, which has come to

be known as an' “Infringers’ Heaven”; ‘and -also in" anattempt ‘to:provide a
strong disincentive to patent infringement by allowing the award of damages

up to three times of an amount ‘of*actual damage in“cases of wiliful
~infringement (mcluding gross negligence). - These ideas have not been able to
“gain ‘sufficient consenéus as ‘théy pursue ‘entirely new! provisions: that go

: “'""'beyond'the ‘existing framework of the presentlaw.* The existing law defines
““*the’ purpose “of ‘damage ‘claims ‘as the compensatmn of ‘damage, and in the
present state of the law; damages are allowed only up to-an’actual: amount of
damage suffered It is also assumed that these proposals were rejected both
for the above reason, and also in consideration of ‘compliance ‘with the
~Supreme  Court “decision ‘holding* ‘that ' theenforcement’:of theexemplary

';""-‘7‘*‘1'damages in"Japan is agamst the: pubhc policy of the ‘domestic law system

““(Notheon I an-Oregonm Partnersb:p V. Katayama et a] Japan Supreme

'"*'Court July 11 1997 No 1199 page 3) st e

'-?However if orie‘ considers that any laws can: be enacted 50 long as: they are not
““‘unconstitutional, -and’ the Patent ‘Law itself is'a law:which:allows special
- ‘rights “outside ‘'the framework  of ‘the Civil ‘Tiaw; it ‘is quite ‘possible that
“ provisions'which -do ‘hot fall within' the: framework of the existing: laws will be
‘provided in the future if ‘the effective protection of inventions:is proved to be
- impossible under the current: framework: of the Civil: Law, or-if there is a
strong demand from the pubhc and in partlcular £r0m those in 1ndustry

(2) Prm(:lple of Beanng of Attorney Fees by the Losmg Party |

. “The court may, in- the case of the mfrlngement of a patent rlght or exclusive
4 litense; administer ]ustlce by its authority, to have the losing: party‘to bear a
- part of the" wmmng ‘party’s attorney fee” is a proposal ‘the Committéee made to
provide that alosing: party pay 4 portioniof the attorney:fees of the. plaintiff in
1 gm infringément ¢ase.  In reality, the proportion of those infringement claims
where claimants (right holders) win' accounts for ‘only 60% of total:claims, and
there is an argument that this provision might even provide a disincentive to
. making such claims. It is assumed that: thlS proposal was- reJected for thi

reason, and also in consideration of the V1ewp01nt that this is a topic which is

more approprlate for dlecussmn 48 an 1seue common to the entire c1v11 -action

Y+Conclusion”

'One ‘should note that'in’'the amendment to the new PatentLaw; specific definitions
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«i0f various ‘terms. and. phrases: used in the amended provisions were:‘consciously
avoided in order to leave a’broad. marginfor judicial discretion. . .The:interpretation
of such terms and phrases is left to future court decisions. This is a clear indication
«thatstreng protectién of intellectual:property rights.is dependent:.on :both: the
v .adeguate-handling of the amended provisions: by the ]ud1c1ary, and-the active use:the
:;amended-provisions by. those in mdustry fndeonty o TR IETER -

There has been a controversy on the hollowization of the Japanese judiciary with

..regard.to.expertise..in..intellectual.property. rights, .as.patent._litigation..is. . mainly. ... i

«»carried ‘out:in ‘US, :and  even .in::Japan, patent right.infringements. are usually
:‘discussed based:upon: US<practice. : For ithe future, it:is:impértant. to.-stop: this
hollowization: of ‘the ‘judiciary’ by domestically . providing strong protection::for -
intellectual property rights. '

'The present law amendment, which was carried out as part of the Pro-Patent policy
initiated by the JPO, does not include the provisions for any treble or exemplary
damages in consideration maintaining consistency with the current framework of
Civil Law which does not allow damages over the actual amount of damage. As for -
reactions for this decision, there was an utterance made during the Q & A session in
the Committee on Commerce and Industry of the Lower Diet that “the provision for
damages, which was the very point this amendment was meant for, has somehow
become indecisive, however, this time, let us pass the draft then add further
corrections...” There has also been an article in a news paper claiming that
“industry had been demanding provisions for realizing US-level damages and the
bearing of attorney fees by losing parties, but these proposals slipped out of the

“amendment draft at the last minute.” Despite such statements, however, it is rather -
reasonable to regard this amendment as one with a progressive attitude, which
incorporates as many measures as pos