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[Japanese IP Topic 2009 No. 13(English)]
Current State of "Fair Use" Debate in Japan

There is a major social debate going on in Japan
right now as to whether Japan should introduce a
general concept of "fair use" into its Copyright
Law ("JCL").

The proponents for such amendment maintain that
Japan is in great need of such concept because the
present law only provides for a statutory
exemption for specific pre-defined acts, which is
not flexible enough to allow entrepreneurs to come
up with a new business model that is not expressly
defined and exempt under the law and yet would
be socially useful and would not materially
damage copyright holders' interests.

To emphasize the disadvantage of not having the
general "fair use" exemption in the JCL,
proponents often cite the example that any search
engine business such as Google is illegal in Japan

because of the lack of such general exemption.
While this particular issue will finally be cured
when the recent amendment to the JCL to create a
new exemption for copying (or mere caching)
activities by search engine businesses takes effect
sometime in 2010 -this is nearly 12 years after
Google was incorporated, which arguably means
forever in terms of the speed at which successful
Internet start-ups must move ahead in order to beat
their competition.  Sounds quite convincing,
doesn't it?

"Not so fast!", the opponents representing a large
number of various industries and organizations are
loudly voicing their opposition. There is a wide,
general sentiment and sense of skepticism among
copyright holders in Japan that they are being
treated rather unfairly in the current trend toward
free or cheap online distribution of digital contents,
which has been created and driven hard by
Internet-based technology companies such as
YouTube.
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Many of the opponents acknowledge that the
business environment is quickly changing but also
assert that the JCL must preserve a proper balance
between the interests of copyright holders and
those of online distributors and other
non-copyright holders who somehow attempt to
make profits by dealing with third-party
copyrighted materials. The additional confusion
and uncertainty created for Japanese copyright
holders by recent incidents such as the Google
Book Search settlement in the United States have
only fueled their concerns.

This issue, which arguably would affect the
fundamental policy governing the JCL going
forward, is being officially discussed at a
sub-committee of the Agency for Cultural Affairs
(Bunka-cho) at the moment. A report based on
the results of the discussion at the sub-committee
may become available by the end of this year.
For those who are interested in this topic, stay
tuned!

Akihito Nakamachi

EINEPN
akihito.nakamachi@amt-law.com
Phone: +81-3-6888-1074
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[Japanese IP Topic 2009 No. 14(English)]
IP High Court found patent infringement under
the doctrine of equivalents (June 29, 2009)

In this Case, Appellant (Plaintiff at the first
instance) sought damages against Appellee
(Defendant at the first instance) alleging that the
manufacture and sale of golf clubs (the “Products”)
by Defendant infringe the patent (JP No. 3725481,
the “Patent”) owned by Plaintiff.

The invention under the Patent (the “Invention”)
relates to a hollow golf club head, composed of a
connection of an outer-shell made of metal and an
outer-shell made of fiber reinforced plastics
(“FRP”). The strength of the connection, which
consists of two different kinds materials, is
enhanced in the following manner: (1) plated
through holes are installed in the joint part of the
outer-shell made of metal; (2) “Suture Material”
made of FRP is passed through such plated
through holes; and (3) the outer-shell made of FRP

and the outer-shell made of metal are united by
such “Suture Material.” On the other hand, the
structure of the Products is as follows: a small
zonal splinter consisting of a separated carbon
fiber is passed through a plated through hole and
an outer-shell made of metal and an outer-shell
made of FRP are united thereby.

At the first instance before the Tokyo District
Court and the second instance before the IP High
Court, the points in dispute were as follows: (A)
whether the “Small Zonal Splinter” in the Product
corresponds to the “Suture Material” in the
Invention (literal infringement); and (B) if not,
whether the Product without “Suture Material” is
equivalent to the Invention (equivalent
infringement).

At the first instance, the Tokyo District Court
denied both claims of literal infringement and
equivalent infringement. However, at the second
instance, the IP High Court, while denying the
existence of literal infringement, ruled that there
was equivalent infringement. The Tokyo District
Court and the IP High Court, therefore, arrived at
different conclusions, specifically on the issue of
whether “Suture Material” was an essential part of
the Invention. At the first instance, the Tokyo
District Court found that, as the characteristic
composition for solving the problem in the
Invention is that an outer-shell made of metal and
an outer-shell made of FRP are united by the
“Suture Material”, such “Suture Material” should
be the essential part of the Invention. On the
other hand, the IP High Court found that, as the
objective and the advantageous effect of the
Invention are to enhance the strength of the
connection of an outer-shell made of metal and an
outer-shell made of FRP, the important part for
solving the problem in the Invention is that an
outer-shell made of metal and an outer-shell made
of FRP were united by a certain material through
the plated through hole, and accordingly, that
“Suture Material” is the material that passes
through the plated through hole would not be the
essential part of the Invention.

Kensaku Yamamoto

HIA o

kensaku.yamamoto@amt-law.com
Phone: +81-3-6888-5824
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[Japanese IP Topic 2009 No. 14(Japanese)]
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[Japanese IP Topic 2009 No. 15 (English)]

IP High Court reversed JPO's rejection of
applications to extend the duration of issued
patents (May 27, 2009)

Under Article 67(2) of the Japanese Patent Act (the
"Act"), if there is a period during which a patented
invention is unable to be worked because certain
governmental approvals, which are prescribed by
the Act to ensure safety, etc. or any other
disposition designated by Cabinet Order, are
necessary for the operation of the patented
invention, the duration of the patent may be
extended, upon the filing of an application for the
registration of extension of the duration.

In this case, the plaintiff, an owner of a patent (the
"Patent") on a certain medical product filed an
application (the "Application") for the registration
of extension of the duration of the Patent. The
Application was made on the basis of a
governmental approval (the "Approval") of a
certain medical product (the "Medical Product™)
under Article 14(1) of the Pharmaceutical Affairs
Act. The Patent was registered under the former
system of publication of an examined application
(the "syutsugan kokoku" in Japanese, abolished in
1996), pursuant to which the contents of an
application for a patent are published by the
Japanese Patent Office ("JPO") based on the
examiners' finding that there is no reason to refuse
the application before it is registered.

JPO rejected the Application upon examination
and a trial ensued. The trial court identified the
invention in accordance with the syutsugan kokoku
system, or based upon claims at the time the
contents of the application for the Patent are
published under the syutsugan kokoku system.
Based on this identification, the trial court rejected
the Application on the ground that the Approval
was not deemed necessary to operate the patented
invention. In making such decision, the trial
court interpreted the Act such that the Medical
Product must be described clearly in the claims of
the Patent in order for the Approval to be deemed
necessary for the operation of the patented
invention.

The plaintiff appealed the rejection of the
Application to the IP High Court (the "High
Court"), and the High Court reversed the trial court
as follows. Firstly, the High Court stated that, to
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decide whether the Application should be rejected,
the patented invention must be identified based
upon the claims at the time the Patent was
registered. Secondly, the High Court stated that
the Medical Product needs not be described clearly
in the claims of the Patent although the activities
on which a ban is lifted by the Approval must
overlap the scope of the patented invention in
order for the Approval to be deemed necessary for
the operation of the patented invention.

The court decisions described above are all related
to disputed issues about the interpretation of
Articles 67(2) and 67-3 of the Act. We will
closely watch for JPO's reaction to this judgment.

In addition, in two other cases involving the same
disputed issues as this case, the High Court entered
similar judgments.

Miki Goto
TRIBRA K
miki.goto@amt-law.com
Phone: +81-3-6888-5667

[Japanese IP Topic 2009 No. 15(Japanese)]
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[Japanese IP Topic 2009 No. 16(English)]

IP High Court caused JPO to abandon its
practice of denying applications to extend the
duration of issued patents (May 29, 2009)

Under Article 67(2) of the Japanese Patent Act (the
"Act"), if there is a period during which a patented
invention is unable to be worked because certain
governmental approvals, which are prescribed by
the Act to ensure safety, etc. or any other
disposition designated by Cabinet Order, are
necessary for the operation of the patented
invention, the duration of the patent may be
extended, upon the filing of an application for the
registration of extension of the duration.

In the subject case, the plaintiff, an owner of a
patent (the "Patent") on certain medical products,
filed an application (the "Application") for the
registration of extension of the duration of the
patent. The Application was made on the basis of
a governmental approval (the "Approval") of the
medical product "PACIF CAPSULES 30mg" (the
"Medical Product") under Article 14(1) of the
Pharmaceutical Affairs Act.

The Application was rejected upon an examination
by the Japanese Patent Office ("JPO") and a trial
ensued. The trial court endorsed the examiner's
decision to deny the Application on the ground that
there was a preceding approval (the "Preceding
Approval") of another medical product of which
the active ingredients and efficacy were the same
as those of the Medical Product.

The plaintiff appealed the rejection of the
Application to the IP High Court (the "High
Court"), and the High Court reversed the trial court
as follows. Firstly, the High Court stated that, for
an application for registration of extension of
duration to be refused under Article 67-3 of the
Act, JPO must prove either of the following: (i) the
Approval does not lift a ban on any activities
relating to medical products; or (ii) the activities
on which a ban is lifted by the Approval do not fall
within the scope of the patented invention. Then,
the High Court concluded that the decision of the
trial court was incorrect because the Preceding
Approval, on which the trial court relied, was not a
fact which lead to (i) or (ii).

The High Court also stated in dicta that the scope
of "product" described in Article 68-2 of the Act

for which extension of the subject patent right is
sought should be defined by not only its
constituents but also quantity and structure, which
sharply contrasts with the trial court's conclusion
that the "product" should be defined only by its
active ingredients.

The High Court decision, which concerns
interpretation of Articles 67(2), 67-3 and 68-2 of
the Act, will cause the JPO to abandon its current
practice relative to applications to extend the
duration of issued patents. We will closely watch
for JPO's reaction to this judgment.

In addition, the High Court entered similar
judgments as the judgment above in other two
cases which have the same issues in dispute as this
case. (Miki Goto)

[Japanese IP Topic 2009 No. 16 (Japanese)]
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[Japanese IP Topic 2009 No. 17 (Japanese)]

IP High Court found damages recoverable by
an ex-sublicensor in relation to an
ex-sublicensee's exploitation of a patented
invention subsequent to termination of a
sublicense agreement (August 18, 2009)

Once a patent license agreement is terminated, an
ex-licensor (patentee) may demand that an
ex-licensee pay damages to compensate for patent
infringement if the ex-licensee continues to exploit
the patented invention after the termination of the
patent license agreement. However, the situation
is different when an ex-sublicensee continues to
exploit the patented invention subsequent to the
termination of the patent sublicense agreement.
This is because, under Japanese law, only a
patentee or a licensor registetred as a statutory
exclusive licensor  (senyo-jisshiken-sha) has
standing to sue for patent infringement.

In this case, an ex-sublicensor demanded an
ex-sublicensee to pay damages as compensation
for violation of a sublicense agreement.
Specifically, the ex-sublicensor demanded
payment of an amount equivalent to the royalty
stipulated in the terminated sublicense agreement
for the ex-sublicensee's exploitation of the patented
invention subsequent to the termination.

The Tokyo District Court, on October 29, 2008,
denied the claim based on the reason that only
patentees may seek damages in relation to
unauthorized exploitation of a patented invention.
However, the IP High Court found that the
ex-sublicensor, as well as the patentees, may seek
damages as compensation for the ex-sublicensee's
violation of the sublicense agreement in an amount
equivalent to the royalty stipulated in the
agreement. That provided, the IP High Court also
found that, once the ex-sublicensee actually pays a
certain amount of the damages to either the
ex-sublicensor or the patentees, the obligations to
both the ex-sublicensor and the patentees will be
deemed to have been performed to the extent of the
amount paid. (Yasufumi Shiroyama)
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[Japanese IP Topic 2009 No. 17 (Japanese)]
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[Japanese IP Topic 2009 No. 18 (Japanese)]
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