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entitled “Description Requirements, Trends at the Japan Patent Office over the Last
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® OnJune7,2019, the IP High Court rendered a grand panel decision regarding damage
calculation (the IP High Court, Case No. 2018 (Ne) 10063), and we briefly explain the
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[Japanese IP Topic 2019 No. 6 (English)] _ _
To celebrate it, we held a 10th anniversary

"10th Anniversary Seminar of AMT Patent  seminar at our Tokyo office on October 9th and
Osaka office on October 11th. During the
seminar, Prof. Yoshiyuki Tanabe of Tokyo
University lectured on role sharing between the IP
High Court and the Patent Office in determining
validity of patent. Also, AMT attorneys spoke
about some other hot topics. There was a lively
panel discussion between the Prof. Tanabe and
AMT attorneys about the international jurisdiction
problem on intellectual property.

Filing Department”

This year, we celebrate 10 years of our patent
filing department at AMT. Over the decade, we
have expanded our team significantly, i.e. the
team has grown from 2 patent attorneys in 2009
to 15 patent attorneys in 2019, covering all
technical fields such as Biotechnology, Chemistry,
IT, Materials Science, Machinery and etc.
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The seminar was very successful as about 120
legal and IP experts from industries participated.
We are planning to hold such seminars from time
to time.

Thanks to our clients, our patent filing department
has been growing steadily. We thank all our
clients for their support up until now and ask for
continued guidance and encouragement.

[Japanese IP Topic 2019 No. 6 (Japanese)]

R HREERFT 10 AT —nIWmE

SEIFE AMT (SR FHRERRFANEEL THD 10
FOHBNFTLz, COM. FFFELHIE 2 £
A5 15 ZIZEML, BRYRSEAM A HF /A F-LF
mo T, FRM . BBEOPBFF T ARLTEELE,

AMT T, 4 HRESRFY 10 AEERaL T X5
10 B9 BICERAT(AT, &= 10 A 11 BIZIEXK
RA T4 RIZCR RS T —4BELELE, I —
ZIF, ERAXZOHNEZEZHIZERADZLT,
SRS HIBTICRE T MMM E e SR AR T
DFRBNDE I DNTITEBE N =ZEFEL, EbIC,
AMT OFEL-FEITIZKYSDDONYIXIZDNT
Ty T—avEIE TV KEEDIC, ARHR
HRATCIEBER G HFE BT 2 EEEDO/ME]
[ZDWTOFERG/NRRILT 4y avbiT0VELE,

ENTEIET, B F—ICIFERERFREHETH
120 2O E - MHBEFRERNSTS MY,
BRDIBIZIR T §5ENTEELE, §BE. 2D
SO IS —H R B EL TLCETETY,

CDO&IIZ, AMT RrFHRERMINIBRICKESE
TWEEWTWADIE, DERIZIUTATUMER DS
DRZICEDEDEFLET, CCTHOHTHEALERL
FIFpELBIc, BlEmE, CHRE - CHEDIRE, &5
L<BREWNERLEIFET,

R e R R R R R R R R R e S e e e e R S R R R R R R X 2

[Japanese IP Topic 2019 No. 7 (English)]

Description Requirements, Trends at the
Japan Patent Office over the Last Decade

On its 10th anniversary, we take a look back at
how the trend of decision by the JPO on
Description requirements has changed over the
past decade.

The statistics showed that, in appeals from final
rejections of the Examination Division (ED), the
Appellants’ success rate has significantly
increased after 2016 (date of decision).
Specifically, regarding Enablement requirement
(Art. 36 (4)), the Board of Appeals (BA)
overturned the ED’s rejection in only 10-20 % of
the appeal cases before 2016, whereas after
2016 the rate has increased to 50-60%.
Regarding Written Description and Clarity
requirements (Art. 36 (6)), the Appellants’
success rate was only 20-30% before 2016,
whereas it has increased to 70-80% after 2016.
On the other hand, there is no clear trend in trial
for invalidation (i.e. inter partes review) cases, but
there is a tendency that the invalidation rate is
relatively high when the Opponents assert both
the lack of Inventive Step and violation of
Description requirements as compared to
Inventive Step alone. Regarding post-grant
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opposition (i.e. ex parte opposition), no trend can
be seen because the revocation rate itself is very
low, as low as 10-20% over the time.

A review of individual cases suggested that,
regarding Enablement requirement, the
increased Appellants’ success rate in appeal from
ED’s final rejection might be due to the change of
JPO practice that is much more flexible about
submission of post filing data than before. For
instance, in the old version of Examination
Handbook for medical use invention, the patent
applicants were generally required to provide in
vivo test data showing the claimed
pharmacological effect in the specification as filed,
and not allowed to submit such data after the filing
of the patent application. However, under the
new version of the Handbook issued September,
2015, the Examiner may be more flexible and
willing to consider post filing data in many cases.

For example, in Appeal Case No. 2017-12438,
the claims directed to a method of maintaining
mesenchymal stem cell population in a quiescent
state  which can be used as regenerative
medicine, were rejected by the ED as not
satisfying the  Enablement  requirement.
Specifically, the ED pointed out that a single
Working Example in the original specification only
described that the stem cells were maintained
under a specific conditions, and concluded that
the claim was not allowable unless so specified
because there would be no common general
knowledge that the stem cells would be
maintained in a quiescent state under other
conditions. In response to the final rejection by
the ED, the patent applicant filed an appeal
before the BA and submitted experimental data to
support enablement, by which the BA overturned
the ED’s rejection and allowed the broader claims.

Regarding Written Description requirement, the
possible reason for the above trend might be that

the JPO Examiners have become considering the
background art or common general knowledge at
the priority date very carefully. For example, in
Appeal Case No. 2017-13141, the ED rejected
the claims directed to a method of converting
gingerols to shogaols (i.e. pharmaceutically
active compounds) by post-processing fermented
ginger. The ED stated that those skilled in the
art would not consider the desired conversion
reaction would occur under different conditions
than those described in the Working Example of
the patent specification. In the appeal, the BA
has overturned the ED’s rejection in view of the
fact that those skilled in the art knew the enzyme
that converts gingerols to shogaols as well as the
optimal conditions for the enzymatic reaction, and
therefore they could easily determine the
processing conditions.

Regarding the Clarity requirement, the Appellants’
success rate in appeal proceedings appears to
have increased in response to an IP High Court
decision that clearly distinguished Clarity
requirement from Enablement requirement.
Specifically, before the IP High Court decision, the
JPO had consistently rejected claims as being
unclear when it appeared that the technical effect
of the invention would not be achievable over the
entire scope of the claims. However, in Trial
Case No. 2009 (Gyo-Ke) 10434, the judge ruled
“whether or not the invention for which a patent is
sought is clear should be determined from the
perspective of whether or not the scope of claims
is unclear to the extent that it could cause
unexpected disadvantages to a third party” and “it
is impermissible to require that the description of
claims represent any technical meaning in
relation to the function, characteristics, problem to
be solved, or intended effect of the invention.”
The JPO practice seems to have changed after
the IP High Court decision (e.g. in Invalidation
Case No. 2017-800105).
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In light of these trends, it is more important than
ever for patent drafters to clearly describe the
technical concept of the invention (i.e.
background art, principle to solve the problem
and etc.) in the specification as filed. Also, it is
important to draft patent claims such that the

metes and bounds of the claims are understood,
so as not to cause unexpected disadvantages to
a third party.

Makoto Ono (Dr.)
INEF

makoto.ono@amt-law.com
Tel: 81-3-6775-1407
Fax: 81-3-6775-2407
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[Japanese IP Topic 2019 No. 8 (English)]

The IP High Court’s grand panel decision, June 7,
2019. Case No. 2018 (Ne) 10063) and the
amendment to the Patent Act on damage
calculation

1 Intellectual Property High Court Grand Panel
Judgment
On June 7, 2019, the Intellectual Property High
Court Grand Panel (Case No. 2018 (Ne) No.
10063) issued a judgment (“the Judgment”)
considering whether the Defendants (Appellants)
infringed the Plaintiff (Appellee)’'s patent rights
concerning an invention entitled “Carbon Dioxide-
Containing Viscous Composition”, which costs
should be deducted from a damages calculation,
what facts may be considered in rebutting the

presumption of Article 102, Paragraph (2) of the
Patent Act, and what circumstances should be
taken into account in the course of calculating
damages under Article 102, Paragraph (3) of the
Patent Act.

(1) Calculation of the amount of profit earned by
an infringer due to an infringement prescribed
in Article 102, Paragraph (2) of the Patent Act

The Patent Act includes special provisions in
Article 102 for negative property damage as a
special rule relating to calculation of damages
under Article 709 of the Civil Code and Article 102,
Paragraph (2) of the Patent Act presumes the
amount of profits earned by the infringer to be the
amount of damages sustained by the patentee.

The Intellectual Property High Court determined
that: “It should be construed that an amount of
profit made by an infringer due to an infringing act
of Article 102, Paragraph (2) of the Patent Act is
an amount of marginal profit in which only an
additional cost that was necessitated in direct
relation to manufacture and sales of infringing
products by the infringer is deducted from sales
figures of the infringing products by the infringer,
and the burden of proof is on the patentee's
side. . . . Expenses to be deducted . . .
include, for example, raw material cost, purchase
cost, and shipping cost for infringing products. In
contrast, for example, an employment cost as
well as traveling and communication costs in
administrative part do not correspond to
additional expenses that were necessitated in
direct relation to manufacture and sales of
infringing products in usual circumstances."

There had been a view that the only expenses to
be deducted in calculating the profit amount were
variable expenses that increase and decrease in
proportion to the quantity of products, but the
Judgement clarified that deductible expenses
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shall be those that are "additionally necessitated
in direct relation” to the production and sales of
the same product (so-called infringer marginal
profit theory).

The court did not deduct the employment costs
due to the uncertainty of how personnel were
involved in the manufacture and sale of the
infringing products. Similarly, the court did not
deduct the promotion costs, or the experiment
and research expenses, with some exceptions,
because the costs were not shown to be directed
to the infringing products. However, some of the
promotion costs that were recognized as being
incurred in promotion for the infringing products,
and some of the outsourced experiment and
research expenses that were related to the
antiseptic and antifungal tests of the infringing
products were deducted as additional costs that
were necessitated in direct relation to
manufacture and sales of infringing products.

(2) Circumstances rebutting the presumption

The presumption in Article 102, Paragraph (2) of
the Patent Act that the amount of profits earned
by the infringer is the amount of damages
sustained by the patentee may be rebutted by
proving certain circumstances that disprove the
connection between a profit gained by the
infringer and damages to the patentee. The
Intellectual Property High Court clarified that the
infringer should bear the burden of proving those
circumstances, and determined that the following
factors, among others, may be considered in
rebuttal of the presumption under Article 102,
Paragraph (2): “[i] a difference in business style
(market is not the same) between patentee and
infringer; [ii] the presence of competing products
in a market; [iii] marketing efforts of infringer
(branding, advertisement); and [iv] performance
of infringing products (features other than patent

invention including function and design).” Also,
if a patent invention is implemented for only a
portion of the infringing products, the Intellectual
Property High Court determined that: “it cannot be
deduced directly from the fact that the patent
invention is implemented for only a part of the
infringing products that the above rebuttal to
presumption is recognized, but it is reasonable to
find by comprehensively taking into account the
circumstances such as an importance of a part of
an infringing product where the patent invention
is implemented and the customer attracting force
of the patent invention.”

The Intellectual Property High Court did not
accept any allegations made by the appellants
(infringers) in rebuttal of the presumption.
Specifically, the appellants alleged that the
existence of other carbonate pack cosmetics
could be a factor to rebut the presumption
because those cosmetics compete with the
infringing products, but the court determined that
it is not reasonable to conclude that all pack
cosmetics utilizing carbonate gas are competing
products without regard to the dosage form
because the dosage form affects consumer
satisfaction and each consumer selects the
dosage form according to the individual's need
and favor. Further, the court determined that
even if business operators engage in the typical
level of sales efforts, an ordinary level of
marketing device and marketing efforts cannot be
a factor to rebut the presumption because a
business company usually manufactures
products based on the utility of the products and
the marketing efforts.  Also, the court did not
accept the allegation by the appellants (infringers)
that the amount of damages should be reduced
because the products
implemented products of the patent invention
owned by the appellant. On this point, the court

infringing were

stated that “Should an infringing product be an
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implemented product of the other patent invention,
it would not directly lead to the rebuttal to
presumption. There should be any circumstances
where the implementation of the other patent
invention contributes to the sales of the infringing
product.”

As will be described below, there have been
discussions that the damages amount stipulated
in the Patent Act should be increased, and the
Intellectual Property High Court appears to have
taken a position for limiting deductions to the
damages amount.

(2) Calculation method of the amount to be paid
for the implementation of the patent invention
in accordance with Article 102, Paragraph (3)
of the Patent Act

Article 102, Paragraph (3) of the Patent Act
stipulates that “an amount corresponding to an
amount to be paid for the implementation of the
patent invention” may be claimed as the amount
of damages sustained. Damages under the
provision are understood to be calculated on a
sales figure basis for infringing products by
multiplying the sales figure by a royalty rate to be
paid for the implementation. Previously, the
relevant part of Article 102, Paragraph (3) stated
that: “an amount corresponding to an amount to
be paid usually for the implementation of the
patent invention,” however, that construction
would not deter infringement because an infringer
was only required to pay the royalty rate for the
implementation under usual license agreement
as damages, thus, the revision by 1998 Law No.
51 deleted “usually” from Article 102, Paragraph
(3). Furthermore, as will be described below, this
Article is amended again so that “the amount
equivalent to the licensing fee which would have
been agreed on the assumption that the patent
right was infringed” is a consideration in

calculating damages.

On this point, the Intellectual Property High Court
noted that a royalty rate is usually determined at
a stage in the proceeding in which it is not clear
whether the licensee’s product will fall within the
technical scope of the patent invention or whether
the patent should be invalidated, so “ in
calculating damage on the basis of the same
Paragraph [Paragraph (3)], it is not always
necessary to be based on a royalty rate in the
license agreement for the patent right, but a rate
to be paid for the implementation as determined
post facto for a person who infringed a patent right
would inevitably become a higher rate compared
to an usual royalty rate.” The court further stated
that: “a royalty rate to be paid for the
implementation should be determined as a
reasonable royalty rate by comprehensively
taking into account the following circumstances
appeared in a lawsuit: [i] a royalty rate in the
actual license agreement of the patent invention
or if it is indefinite, a market rate of royalty rate in
their business; [ii] the value of the patentinvention
itself; i.e., the technical content or significance of
the patent invention, and the substitutability with
alternative products; [iii] contributions to sales
figure and profit when the patent invention is used
for products and a manner of infringement; and
[iv] a competition between patentee and infringer
as well as a business policy of patentee.”

Then, the court determined that the royalty rate
should be 10%, taking into account that the
settled royalty rate in a similar patent infringement
case in the same field was 10% of sales. This
rate is a little less than twice the statistical rates
of 5.3% and 6.1% used in licensing agreements
in the same field, and the court clarified that the
rate in the case of infringement litigation should
be higher than the rate in a licensing agreement.
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2 Patent Act Amendment

A law partially amending the Patent Act was
promulgated on May 17, 2019 and will take effect
on April 1, 2020. This amendment established an
experts’ examination system and reviewed the
method for calculating the amount of
compensation for damages. In this article, we
will introduce the review of the method for
calculating the amount of compensation for
damages.

(1) Patent Act Article 102, Paragraph 1 (Amended
Act)

Article 102, Paragraph (1) of the Patent Act was
amended, and the calculation method in that
paragraph calls for multiplying the amount of
profit per unit of products that would have been
sold by the patentee or the exclusive licensee if
there had been no infringement by the quantity of
products assigned by the infringer. The language
of this Article was amended in a way that is
difficult to interpret, but by reference to the
discussion in the revision council, it seems that
there was no intention to amend the calculation
method prescribed in Article 102, Paragraph (1),
so the calculation method remains the same after
the amendment. Specifically, the damage
amount will be calculated by multiplying the
assigned quantity (with some deduction if
appreciable) by patentee’s profit per unit of
products pursuant to Article 102, Paragraph (1).

The first sentence of Article 102, Paragraph (1) of
the amended act stipulated that the total amount
of Items 1 and 2 in the Article can be the amount
of damage incurred by the patent owner or the
exclusive licensee, and Item 2 of the Paragraph
stipulates “the amount corresponding to the
amount of money to be received for the
implementation of the patented invention.” The

amount stipulated in Item 2 is the same as the
equivalent royalty amount that is contained in
Article 102, Paragraph (3), and thus allows revival
of an amount equivalent to the licensing fee in
relation to the deducted portion for the calculation
pursuant to Item 1.

Some of judicial precedents prior to the decision
in the Chair-type Massage Machine case
(Intellectual Property High Court September 25,
2006) allowed application of Article 102,
Paragraph (3) and added the amount equivalent
to the royalty amount in relation to the deducted
portion pursuant to Article 102, Paragraph (1) to
the damage amount. Following the Chair-type
Massage Machine case, most courts denied
recovery of that amount. The amended act
allows for adding the amount equivalent to a
royalty amount in relation to the deducted portion
pursuant to Article 102, Paragraph (1) and will
change this judicial practice after the Chair-type
Massage Machine case.

As mentioned above, in Article 102, Paragraph (1),
the damage amount will be calculated by
multiplying the assigned quantity, which was
assigned by the infringer, by the patentee’s profit
per unit of products and some quantity may be
deducted from the assigned quantity. Cases in
which the quantity is deducted from the assigned
quantity in the course of the calculation
prescribed in Item 1 include, for example, where
the patent right holder is a small / medium-sized
enterprise with a production capacity that is not
high enough to produce all assigned quantities, or
where there is a competitor, other than the patent
right holder and the infringer and the presence of
which means that the right holder is unable to
absorb all of the assigned quantities even if the
infringer does not manufacture or sell the
infringing products because the competitor will
absorb some of the demand. Inthe former case,
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the right holder may be able to obtain royalty
income by licensing to other companies for the
parts exceeding their production capacity. In
that case, not all of the amount of damage
incurred by the right holder is calculated in
accordance with Item 1 and the amount
equivalent to the licensing fee should be added.

However, there are various reasons that the
assigned quantity would be deducted in the
course of the calculation pursuantto ltem 1. For
example, it may not be appropriate to allow the
revival of the corresponding licensing fee, such as
if the contribution of the patent to the sales of the
infringing goods is low. Academics have
advanced different approaches on the issue of
whether the revival of the corresponding licensing
fee should be allowed. Most academic theories
lean toward the affirmative view that revival of the
corresponding licensing fee should be allowed in
relation to all of the deducted portion without
exception, or the compromise view that the
combined use of Items 1 and 2 should be allowed
only in relation to the portion of the assigned
quantity that is deducted because the patentee
does not have the capability to use the patent.
In addition, as an initial matter, it may not be
possible to clearly separate the facts as to the
guantity exceeding the quantity that is capable of
implementation and the quantity to be deducted
pursuant to other reasons. In practice, the
calculation pursuant to Article 102 will become
complicated and may result in delay of the
litigation, which may be contrary to the legislative
purpose of simplifying the process of calculating
damages through a presumption.

In addition, there is no clear provision for rebuttal
of the presumption in Article 102, Paragraph (2)
of the Patent Act, and therefore no specific
amendment for the revival of the equivalent
licensing fee was introduced. However, this

aspect of Paragraph (2) will be read in parallel
with Paragraph (1) because many courts interpret
Paragraphs (1) and (2) similarly.

(2) Article 102, Paragraph (4) of the Patent Act

Article 102, Paragraph (4) of the Amended Patent
Act, which was newly added by the recent
amendment, clarifies that: “that the court
may...consider the amount equivalent to the
licensing fee which would have been agreed on
the assumption that the patent right was infringed”
in the course of calculating the rate equivalent to
the royalty rate. As mentioned above, this
Paragraph stipulates that the royalty rate in
compensation for infringement shall be higher
than the royalty rate in a license agreement
because if the rates were same, the infringer
would benefit.

In the course of the amendment of the Patent Act,
the following circumstances were discussed as
possible points of consideration for raising the
royalty rate in the calculation of compensation for
infringement: (i) the finding that a valid patent was
infringed, (ii) the loss of opportunity for the
patentee to make a licensing decision; and (iii) the
fact that the infringer did not take on contractual
constraints. In addition, there were discussions
that the amended language of the Article should
not stipulate specific factors for consideration, but
should instead provide general guidance to
consider various relevant factors and therefore
the amended act describes the factors in a
general style.
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[Japanese IP Topic 2019 No. 9 (English)]

Japanese Supreme Court Decision of August 27,
2019 regarding inventive step
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This Supreme Court decision addressed how to
evaluate the effect of an invention in the context
of inventive step. The Supreme Court vacated
the decision of the Intellectual Property High
Court (“the IP High Court”), which denied the
inventive step, and remanded the case to the IP
High Court. Therefore, depending upon the
finding of further facts, inventive step may be
affirmed, and this Supreme Court decision may
be favorable to a patentee.

This case was initiated by an invalidation trial at
the Japan Patent Office (“the JPQO”) regarding
Japanese Patent No. 3068858 (“the Patent”)
directed to topical ophthalmic formulations used
for treating allergic eye diseases. The present
invention (“the Patented Invention”) relates to
therapeutic and prophylactic topical use of 11-(3-
dimethylaminopropylidene)-6,11-
dihydrodibenz[b,e]oxepin-2-acetic acid, which is
publicly known as Oxepin derivatives, for treating
and/or preventing allergic eye diseases. The
Final-Appellee commenced an invalidation action
against the Patent at the JPO, and the JPO’s trial
decision was appealed and remanded twice. At
the third trial, the JPO ruled that the Patent, as
corrected, was valid (“the 3rd JPO Decision”).

The 3rd JPO Decision was also appealed, and
the IP High Court denied the inventive step due to
the lack of an outstanding effect and ruled that the
JPO was mistaken in finding the inventive step.
The IP High Court decision ruled that the effect of
the present invention was not unpredictable or
outstanding in view of the composition of the
present invention, which could be easily
conceived from References No. 1 and No. 2.
The IP High Court held as follows:

A person having ordinary skill in the art who
accessed Reference 1 and Reference 2 could
easily conceive of the use of the compound
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recited in the claim of the Patent (“Compound A”)
in Reference 1 as human conjunctival mast cells
stabilizing agent, and thus the histamine release
inhibitory effect per se of Compound A could not
be found difficult to predict nor outstanding.

In addition, as of the priority date, it was
known that there existed several compounds
(hereinafter “Other Compounds”) that showed a
high histamine release inhibition rate of
approximately 70% to approximately 90% by
instillation of a predetermined concentration of
eye drop and that some of them kept a high
histamine release inhibitory effect over the
range of 2.5-time to 10-time

In view of the foregoing, the
histamine release inhibitory effect of the human
conjunctival mast cells stabilizing agent, as
described in the Patent Specification, cannot be
found to be outstanding or to go beyond the
scope that could be predicted by a person skilled
in the art based on the state of the art at that time.”
(a summary of the IP High Court decision by the
Supreme Court)

concentration
concentrations.

The Supreme Court vacated the above IP High
Court decision, stating as follows:
“ Each of Other Compounds has a histamine
release inhibitory effect, which is similar to that of
Compound A, however, each has structures
different from that of Compound A, and none of
them relates to Reference 1 or Reference 2.
There is no reference in Reference 1 or
Reference 2 as to whether Compound A has a
histamine release inhibitory effect from human
conjunctival mast cells, or to what extent the
effect would be in case Compound A has such
effect. Under such circumstances, it is
erroneous to conclude that the extent of the effect
of the Patented Invention could be predicted
based solely on the existence of Other
Compounds that had the effect similar to
Compound A. In addition, given that the effect of
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the Patented Invention relates to pharmaceutical
use, we cannot deny that the extent of the effect
of the Patented Invention goes beyond the scope
that could be predicted by a person skilled in the
art in view of the composition of the Patented
Invention.

On the contrary, the original court did not find
concrete facts other than the existence of Other
Compounds that was known as of the priority date,
and the original court did not specify any reason
with which the extent of the effect of Compound A
could be speculated by the extent of the effect of
Other Compounds.

Having said that, the original court did not
fully consider whether the effect of the Patented
Invention, among others, the extent thereof, was
unpredictable for a person having ordinary skill in
the art, as the effect that was achieved by the
Patented Invention, as of the priority date or
whether the effect went beyond the scope that
could be predicted by a person skilled in the art in
view of the configuration of the Patented
Invention.  Without such consideration, the
original court revoked the JPO’s decision
because of the existence of Other Compounds
having the effect similar to Compound A as of the
priority date, finding that the application of
Compound A to the use of the Patented Invention
was easily conceivable. This ruling of the IP
High Court is erroneous in the construction and
application of laws.”

The Supreme Court ruled that the question of
whether there is an “outstanding effect” that
supports a finding of an inventive step must be
fully examined from the viewpoint of: (i) whether
the effect could be predictable for a person having
ordinary skill in the art based on the configuration
of the subject invention; and (ii) whether the effect
goes beyond the scope that could be predicted by
a person skilled in the art. The Supreme Court
ruled that the I[P High Court erroneously
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constructed and applied the law in denying the
outstanding effect based solely on the fact that
the existence of the cited inventions, which have
configurations different from that of the subject
invention and which have effects similar to the
subject invention, was known as of the priority
date.

After this Supreme Court decision, efforts to
establish the outstanding effect of inventions in
demonstrating the inventive step will be more
important.  Where the inventive step of an
invention is at issue, it would not be unusual that
there would be no direct evidence of the effect of
the configuration of the invention at issue as of
the priority date or the filing date. If a third party
attempts to invalidate the patent due to the lack
of inventive step, it will be important to establish
that the effect of the invention was conceivable by
a person having ordinary skill in the art based on
the configuration of the subject invention (see
above (i) - qualitative viewpoint), and that the
effect (or the extent of the effect) of the subject
invention would not go beyond the scope that
could be predicted by a person skilled in the art
based on the configuration of the subject
invention (see above (ii) — quantitative viewpoint),
even in the cases where available evidences only
show the effects of prior arts, whose
configurations are different from that of the
subject invention.

Yoshikazu Iwase

b= M=t
yoshikazu.iwase@amt-law.com
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[Japanese IP Topic 2019 No. 10 (English)]
Amendment to the Design Act of Japan

To strengthen Japan’s industrial competitiveness
through design, there has been pressure by
Japanese industry to expand the scope of
protection for design rights. Also, international
harmonization of the design system is required
through the accession to the Geneva Act of the
Hague Agreement concerning the international
registration of designs. For these reasons, the
design system was reviewed, and the proposed
amendment to the Design Act was promulgated
on May 17, 2019. Main amendments to the law
include the changes (1) to (5) below. For changes
(1) to (4), the effective date will be April 1, 2020.
Change (5) is expected to become effective on or
before May 17, 2021.

[Main Changes]

(1) Graphical image design: Graphical images
displayed over a network will be additionally
protected.

(2) Architectural design: Designs of buildings and
interiors will be additionally protected.

(3)Related Design System: The term of
application will be extended and designs
similar only to related designs will also be

registerable.

(4) Duration of design rights: The duration will be
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extended to 25 years from the filing date.

(5) Principle of one application for one design: A
system for allowing a single application for
multiple designs will be introduced.

Changes (1) to (3), in particular, are expected to
have a significant impact on the legal practice in
this area as outlined below:

(1) Graphical image design

Under the current Design Act, graphical images of
software installed and displayed on articles are
protected, while graphical images displayed only
through the Internet are not protected. Through
the present amendment, designs of graphical
images displayed over a network will also be
protected under Article 2 (1) of the Amended
Design Act. Cloud-based services, which have
been introduced in recent years, use graphical
images displayed over a network, and thus, the
graphical user interface (GUI) plays an important
role. GUI design is easier to imitate than product
design. Accordingly, a graphical image design
protection system is expected to be used as a
means of protecting those cloud-based services
from a design perspective.

Article 6 (1) of the Amended Design Act
stipulates that an application for protection of
designs of images must state the “purpose of the
graphical image.” In “the article of the design”
column on the application form, for example, the
phrases “graphical image for displaying
information” or “graphical image for viewing
contents” can be used to clarify the specific
purpose of use. As with the conventional way of
determining the similarity of articles of designs,
the purpose of use and function will be
considered in determining the similarity of
graphical image designs.

Because the protection of graphical image
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designs will be limited to “those used for the
operation of equipment or displayed as a result of
the performance of its functions,” decorative
images such as wallpaper or entertainment
content images that are not related to the function
of articles will not be protected by the Design Act.

(2) Architectural design

Under the current Design Act, “articles” of designs
are construed to be limited to “tangible objects
that are personal property distributed in the
market” and thus, designs in relation to real estate,
such as buildings fixed on land, are not protected.
Under the current practice, the appearance of
buildings is protected under the Copyright Act and
the Unfair Competition Prevention Act, but the
scope of protection limited because the
Copyright Act only protects buildings with high
artistic quality and the Unfair Competition
Prevention Act requires a showing of famousness
as an indication of source of goods or business.
However, architectural designs are protected as
designs in other jurisdictions, such as the U.S.
and Europe, and, as a result of the amendment,
the appearance of buildings (architectural
designs) will also be protected as designs under
the amended Design Act in Japan (Article 2 (1) of
the Amended Design Act).

is

In addition, provisions concerning interior design
have been newly established through the present
amendment (Article 8-2 of the Amended Design
Act). A design pertaining to articles constituting
equipment and decorations inside stores, offices,
and other facilities (hereinafter, “interior”) may be
registered as a single design if the design creates
a_uniform aesthetic impression as the whole
interior. Thus, an interior design consists of
numerous articles, such as furniture and fixtures,
as well as the arrangement and location of these
articles.  For these reasons, the criteria for
determining the similarity of interior designs and
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the usefulness of design rights are arguably
unclear. However, because an interior design is
not a three-dimensional shape with a clear outline
and so cannot be protected as a three-
dimensional trademark in Japan, the interior
design should be protected under the Design Act
and the Unfair Competition Prevention Act.

(3) Related Design System

The Related Design System allows registration of
similar designs. Under the current law, the
period for a person to file an application for related
designs continues until the publication of the
gazette of a design relating to his/her initial
application (hereinafter, “Principal Design”).
With the present amendment, it will be possible to
file an application for related designs within ten
years from the filing of the application for the
Principal Design (Article 10 (1) of the Amended
Design Act). Under this amendment, there may
be considerable time between the filing date of
the Principal Design and the filing date of related
designs. However, Article 10 (2) of the
Amended Design Act stipulates that even if a
related design is filed after the publication or use
of a design that is the same as or similar to the
Principal Design, the publicly known design will
be excluded from citations for novelty in the
examination of the related application. In
addition, adjustments are being made regarding
the designs published before filing for the
Principal Design in cases where the “Exception of
lack of novelty,” due to a filing during the grace
period, was applied upon filing of the Principal
Design. The currently proposed Examination
Guidelines are shown below:

| Design Afiled |
.| (Principal Design) |
*Exception to lack
| of design applied. |

" Publication |
of Gazette
L of Design A

Sell Design
A praduct

“Related Design”

Disclosure
of Design A
\ Y

is filed based on
Design A

(a).[b) and (c} are excluded
from citation for
examining novelty

©Anderson Mori & Tomotsune



Also, under the current law, a design that is not
similar to the Principal Design, but is similar only
to a design applied for as a related design, may
not be registered as a related design. However,
registration of the related design in those
circumstances may be made pursuant to the
amendment to the law. With expansion of the
scope of related designs, designs of variations
based on the same concept will be more widely
protected (Article 10 (4) of the Amended Design
Act).

Other detailed requirements for related designs
will be specified in the Examination Guidelines.
When filing an application for a related design, it
is essential to carefully examine the Examination
Guidelines and develop an application strategy.

Satoko Yokogawa
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[Japanese IP Topic 2019 No. 11 (English)]

Reforms to the Japanese patent litigation system
— Inspection System and IP Mediation

1 Inspection System

The inspection system is a system under which
neutral technical expert(s) are permitted to visit
an accused infringer’s site, such as a factory, to
conduct the inspection necessary to prove patent
infringement and to submit a report to the court
(Article 105-2 of the Patent Act, as amended).

The inspection system can only be used in limited
circumstances. Because of the term “litigation”
under Article 105-2(1), as amended, this system
can only be used after a patent infringement suit
has been filed. Accordingly, it is insufficient to
file a preliminary injunction action. This system
cannot be used prior to the filing of a formal patent
infringement suit.

The inspection system can be used if the
following conditions are satisfied:

(1) the documents, etc., which are the subject of
the inspection are possessed or administered by
the opposing party (that is to say, the inspection
system cannot be applied to documents, etc. that
are possessed or administered by a third party);

(2) evidence has to be collected for purposes of
determining whether there has been a patent
infringement;

(3) the patent at issue will likely be found to have
been infringed; and

(4) the petitioner is expected to be unable to
collect such evidence by itself or by other means.]

Even if the aforementioned conditions are met, if
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the burden of the inspection on the party subject
to inspection is inappropriate, no inspection will
be ordered. Furthermore, if there is any concern
that the trade secrets of the accused infringer will
be divulged under the inspection system, there is
a system that enables disqualification of
inspection experts with conflicting interests.
Additionally, the opposing party (accused
infringer) can also argue for the redaction of
reports prepared by inspection experts.

The aforementioned conditions, particularly
conditions (2) to (4), as well as the test of
appropriateness, are abstract concepts.

Accordingly, the manner in which the inspection
system will operate in practice will rest largely on
the discretion of the judges in the Tokyo District
Court and Osaka District Court. Close attention
will need to be paid to the operation of the system
when it comes into effect. Until there is clarify on
how the system will be implemented by the
relevant district courts, there should readiness for
both a liberal and a conservative implementation
of the system.

2 IP Mediation

The IP Mediation System was launched by the
Tokyo District Court and Osaka District Court in
October 20109. The Tokyo District Court
announced on its website that “IP Mediation is a
system for the quick resolution of disputes
concerning intellectual property arising in the
course of business, with the mediation panel
comprising experienced attorneys or patent
attorneys. The purpose of this system is to
provide an alternative framework for dispute
resolution that is different from existing dispute
resolution systems, such as litigation and
preliminary injunctions.
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To date, there has been no report of whether any
application for IP mediation has been filed.
According to the website of the Tokyo District
Court, however, “if, following failure to reach
agreement in, or the withdrawal of, mediation, a
lawsuit on the subject of such mediation is filed,
the lawsuit will be assigned to judges other than
those who had acted as mediators in the
preceding mediation.” This will have the effect
of enabling users of the IP Mediation System to
understand the views and statements of an
experienced judge in the IP division of the Tokyo
District Court. As a result, in cases where a
lawsuit is filed following failure to reach
agreement in IP mediation, the disputing parties
will not be unduly burdened with details that have

already been mentioned or explained in the

preceding mediation proceedings.
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