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[Japanese IP Topic 2013 No. 1 (English)]

The Tokyo District Court denied enforcement
of a patent under the FRAND declaration (Feb.
28, 2013)

There has been a lot of discussion worldwide about
the effect of a FRAND declaration made by a
patentee on enforced patents in terms of both
substantive and procedural laws. This is the first
court case rendered by a Japanese court on this
interesting issue.

The plaintiff, a Japanese subsidiary of Apple, Inc.
("Apple™), filed a lawsuit against Samsung
Electronics ("Samsung") requesting the court's
declaratory judgment confirming no existence of
Samsung's right to demand Apple to pay
compensation for damages arising from Apple's
use of Samsung's Japanese patent. The court
found that the patent is valid and infringed, but
also found that Samsung's enforcement of its
patent constitutes an abuse of rights in light of the
history of negotiations between Samsung and
Apple. The court specifically pointed out the fact
that Samsung did not provide information
necessary for Apple to evaluate the compatibility

of its proposal for the license terms with the
FRAND conditions, such as information about the
terms and conditions of the license for the essential
patents between Samsung and third parties and the
fact that Samsung did not make any counter
proposal to Apple’s proposal for the terms and
conditions of the license.

Resolving the issue under the abuse of rights
theory is convenient in terms of the easiness of
leading to a conclusion which judges can find
appropriate  without ~ considering  difficult
theoretical issues, but it is difficult for the parties
and practitioners to foresee the applicability of the
abuse of rights theory because it largely depends
on the facts of each case. Even in this case,
assuming that the decision becomes conclusive and
binding, it is likely that Samsung may file another
lawsuit again after providing the information,
which Samsung believes relevant, and making a
counter proposal which Samsung believes is
consistent with the FRAND obligation. However,
it is not clear whether the court is prepared to
examine the consistency of the proposed terms
with FRAND or how the court would make such
an examination.  (Yasufumi Shiroyama)
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[Japanese IP Topic 2013 No. 2 (English)]

The Tokyo District Court denied indirect
infringement of a patent which covered a novel
combination of  existing drugs, by
manufacturers of a single drug (Feb. 28, 2013)

It is an interesting issue whether manufacturing
and selling a single drug that is already in the
public domain may constitute, under the
circumstances where many patients take the said
drug with another drug simultaneously, indirect
infringement of a patent claiming the combination
of those two drugs.

Article 102, Item 2 of the Patent Act stipulates that,
where a patent has been granted for an invention of
a product, acts of producing, assigning, etc.,
importing or offering for assignment, etc. any
product (excluding those widely distributed within
Japan) that is to be used for producing the said
product and is indispensable for the resolution of
the problem by the said invention, as a business,
knowing that the said invention is a patented
invention and the said product is used for the
working of the invention, constitutes indirect



infringement of the patent.

In respect of this issue, the Osaka District Court
dismissed the patentee's claim, on September 27,
2012, based on its finding that none of the acts of
the doctors, the drug stores, or the patients, i.e.,
prescribing, selling or taking the drugs
simultaneously, fall under “producing” the
combined drug.

In the present case, the Tokyo District Court came
to the same conclusion, but based on a different
reason. The Tokyo District Court interpreted
"product ... indispensable for the resolution of the
problem" as meaning only a product which directly
brings a specific structure or composition of a
novel technical feature due to which a problem of
prior art is solved, and that not all of the claim
elements are "indispensable for the resolution of
the problem." Based on this interpretation, the
single drug was not found to be "indispensable for
the resolution of the problem” because
combination of the drugs was the novel technical
feature of the patented invention. Although the
court admitted a possible exception of constituting
indirect infringement under special circumstances
such as where the single drug is sold for the
combination of the drugs, such an exception was
not applied in this case because the package insert
of the accused single drug did not contain any
descriptions recommending combined use with
another drug, although it referred to certain
warnings for patients who take the drug with
another drug simultaneously. (Yasufumi
Shiroyama)
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[Japanese IP Topic 2013 No. 3 (English)]

The grand panel of the IP High Court
calculated damages based on an infringer's
profits in a case where a patentee itself was not
working a patented invention (February 1,
2013)

A patentee's right to demand compensation for
damages caused by patent infringement arises
under Article 709 of the Civil Code and Article
102, Paragraph 2 of the Patent Act, which
stipulates a presumption for the amount of
damages based on an infringer's profit gained
through patent infringement. ~ As “profit" is
interpreted to mean marginal profit, the amount of
the damages based on the infringer's profit is often
calculated to be much higher than the amount
equivalent to a reasonable royalty.

Some district and high court precedents have held
that the presumption based on an infringer's profit
only applies if the Patentee itself worked the
patented invention. However, there are other cases
which have found no such precondition. There
are no Supreme Court precedents on this issue.

In this case, the IP High Court found that the
presumption for the amount of damages based on
infringer's profit under Article 102, Paragraph 2 of
the Patent Act is applicable as long as there are
circumstances where the patentee should have
gained profits if no patent infringement occurred,
and that the fact that a patentee's business is
different from an infringer's business (i.e., they are
not competing in the same business) should only
be considered as one factor which may, or may not,
destroy the presumption. In this case, the
presumption was not destroyed by the mere fact
that it was a third party which was importing and
distributing patentee's products, which fell within
the scope of the patented claim, in Japan.

The IP High Court referred to a condition that “as
long as there are circumstances where the patentee
should have gained a profit if no patent
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infringement occurred”. It seems that such
circumstances will be found in many cases if a
patentee's products are competing with an
infringer's products in the relevant market even
when the patentee's products do not fall under the
claims of the infringed patent. However, it is
likely that non-practicing entities still face
difficulties if they argue that damages should be
calculated using the presumption based on the
infringer's profits. (Yasufumi Shiroyama)
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[Japanese IP Topic 2013 No. 4 (English)]
IP High Court found that a Four-line
trademark of Nissen is likely to cause confusion
with the '"Three-stripes" trademarks of
Addidas (November 15, 2012)

The IP High Court reversed a JPO trial decision
allowing the registration of a trademark consisting
of four stripe lines, owned by a Japanese
mail-order company, Nissen Holdings Co., Ltd..
The court held that Nissen's trademark is likely to
cause confusion with Addidas's "Three-stripes"
trademarks.

Four-line trademark of Nissen

2,

o
%

"Three stripes" trademark of Addidas

Nissen Holdings filed a trademark application for a
mark consisting of four stripe lines in relation to
"footwear, footwear for sports" and the mark was
registered in 2005. In 2010, however, Addidas
filed an invalidation trial against Nissens's
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trademark registration on the basis of their various
three-line trademarks. The JPO, at that time,
judged that Addidas's trademarks and Nissen's
trademark are distinguishable as the specific
designs in each mark are clearly different and
therefore, it is unlikely that there will be confusion
as to the source of origin. Addidas brought this
case to the IP High court requesting the rescission
of such JPO decision.

The IP High Court supported Addidas and reversed
the JPO decision by finding as follows: The
so-called "Three-stripes" trademarks of Addidas,
abstracting the three-line element in the mark by
eliminating other details, was already very
well-known by Japanese consumers in 2005, when
the Niseen's four-line trademark was filed and
granted registration. There are various types of
"Three stripes" trademarks of Addidas which differ
in details, such as stripe length, width, distance,
angle of gradient and shape of outline, etc.,
however, such small differences do not leave a
stronger impression on the consumer with respect
to the dissimilarity between Nissen's trademark
and Addidas's trademarks, compared to the
impression created by the basic element of the
three lines. The court also mentioned that
Nissen's trademark can be associated with Addidas,
as it is possible that the three spaces between the
four lines in Nissen's trademark can be also
recognized as three lines. As a result, the court
reversed the JPO decision by concluding that
Nissen's trademark is likely to cause confusion
with Addidas's products when Nissen's mark is
used for "footwear, footwear for sports”.

Ai Nagaoka
al.nagaoka@amt-law.com
Tel: 81-3-6888-5691
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