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[Japanese IP Topic 2016 No.1 (English)]
The IP High Court’'s Grand Panel
infringement under the doctrine of equivalents
regarding a manufacturing method of
Maxacalcitol medicine (Intellectual Property
High Court, Grand Panel, March 25, 2016)

generic drug companies’ drugs, finding

found infringement based on the doctrine of equivalents.

In its decision, the IPHC presented notable
standards for debatable issues over the first and
the fifth requirements of
equivalents (“DOE”"). The first requirement of

the doctrine of

The Intellectual Property High Court (“IPHC")
Grand Panel has awarded an injunction against

the DOE is that the difference between the
accused product and the patent claim is not the
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essential part of the patented invention. The fifth
requirement is that there are no special
circumstances such as where the accused
product was intentionally excluded from the scope
of the patent claim in the patent application
procedures.

The Appellee (the Plaintiff in the first instance, the
“Plaintiff”) is a co-owner of a Japanese patent
directed to a manufacturing method of
Maxacalcitol, an active component of a medicine
treating keratosis (the patent and the invention are
respectively referred to as the “Patent” and the
“Invention”). The Plaintiff brought a lawsuit
seeking an injunction against the Appellants (the
Defendants in the first instance, the
“Defendants”) to stop them from importing and
selling generic Maxacalcitol drugs (the “Accused
Product”), arguing it was an infringement of the
Patent under the DOE.

An outline of the Invention is as follows: initiating a
chemical reaction between the starting material
and reagent (of the patented manufacturing
method) to produce an intermediate, then treating
the intermediate with a reducing agent to obtain
the target chemical substance containing
Maxacalcitol. The Accused Product differs from
the Invention in that the vitamin D structure
composing the starting material and the
intermediate is the “trans” form (which is the
geometric isomer of the *“cis” form vitamin D
structure used for the Invention). The Plaintiff
argued infringement under the DOE with respect
to such difference in the cis-trans isomerism of the
vitamin D structure.

The IPHC acknowledged that all of the five
requirements of the DOE are satisfied and found
the infringement under the DOE. The holdings
with respect to the first and fifth requirements,
which seem particularly notable in the decision,
are as follows:

The first requirement

As for the first requirement, it was disputed
whether the abovementioned difference (between
the Accused Product and the Invention) in the
cis-trans isomerism falls under the essential part
of the Invention. On this point, the IPHC
presented the following standards:

() The essential part of an invention shall mean
the characteristic part constituting the unique
technical idea non-existent in the prior art, among
the description in the patent claim. If the degree
of contribution by an invention is high when
compared to the prior art, the essential part is to
be identified as the superordinate concept of a
part of the patent claim of the invention. On the
other hand, if the degree of contribution by an
invention is not so high, the essential part is to be
identified as almost the same thing as described in
the patent claim of the invention.

(I) Besides, if what is described as the previously
unsolved problem in the patent specification is
objectively insufficient in the light of the prior art at
the time of the patent application, the
characteristic part of the invention shall be
identified taking account of the prior art not
described in the patent specification as well. In
such case, the essential part of an invention shall
be closer to the description of the patent claim as
such and the scope where infringement under the
DOE is found shall become narrower, as
compared to the case where the essential part of
an invention is to be identified only based on the
patent claim and specification of the invention.

As to the present case, the IPHC held that the
problem to be solved by the Invention is to provide
for a novel (i.e. being not disclosed in the prior art)
manufacturing method of a vitamin D derivative
having the side chain of Maxacalcitol, and that the
Invention adopts, as a specific means to solve the
problem, the method as described in the patent
claim, whereby enabling the manufacture of the
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target chemical substance through a novel
reaction path, and thus the degree of contribution
by the Invention is high. The IPHC also held that
the description of prior art in the specification of
the Patent is not insufficient even in the light of
prior art documents submitted by the Defendants.
Based on this, the IPHC concluded that the first
requirement is satisfied, holding that the
abovementioned difference (between the Accused
Product and the Invention) in the cis-trans
isomerism does not fall under the essential part of
the Invention.

The fifth requirement

With respect to the fifth requirement, the issue
concerned the finding of “special circumstances”
to negate infringement under the DOE, in such a
situation where the different part between the
accused product and the patented invention
comprises what the patent applicant would have
easily conceived of at the time of the patent
application. On this point, the IPHC has
presented the following standards:

(I) Even if there is a certain composition which is
substantially the same as, but not described in,
the patent claim and the patent applicant would
have easily conceived of that composition at the
time of the patent application, the mere fact that
the patent applicant failed to describe this certain
composition in the patent claim does not
constitute the “special circumstances” to negate
infringement under the DOE.

(I1) On the other hand, if it can be objectively and
apparently found that the patent applicant had
been aware that such composition (not described
in the patent claim) could substitute for what is
described in the patent claim, the fact that the
patent applicant failed to describe the certain
composition in the patent claim constitutes the
“special circumstances” to negate infringement
under the DOE. For example, this could occur in

a situation where (a) the patent applicant

described (or is deemed to have described) in the
patent specification the certain composition
substituting for the claimed invention or (b) the
patent applicant described, in an article published
at or around the time of the patent application, the
certain composition substituting for the claimed
invention.

Applying the foregoing standards to the present
case, the IPHC reviewed the descriptions in the
specification of the Patent and other
circumstances which the Defendants alleged to
constitute the “special circumstances” of the fifth
requirement, and concluded that the “special
circumstances” did not exist because: (i) the
specification of the Patent did not describe the
patented manufacturing method using the “trans”
form of the Vitamin D structure as the starting
material; and (ii) evidence was not sufficient to
objectively and apparently find that the patent
applicant had been aware, at the time of the
patent application, that the “trans” form of the
Vitamin D structure could substitute for the “sis”
form specified in the claim of the Patent.

This IPHC Grand Panel decision is notable in that
it has provided for certain standards to judge on
those debatable issues as mentioned above
regarding the first and the fifth requirements of the
DOE, and applied the standards to the specific
facts in the present case to find infringement
under the DOE. As the Defendants have
appealed the IPHC’s decision to the Supreme
Court as of April 7 according to the IPHC, we
would need to closely watch how the situation
develops.

Miki Goto

Bk KK
miki.goto@amt-law.com
Tel: 81-3-6888-5667

L Fax: 81-3-6888-6667
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[Japanese IP Topic 2016 No.2 (English)]

The IP High Court awarded damages on Article
102, Paragraph 1 of the Patent Act in patent
infringement case (Intellectual Property High
Court, November 19, 2015)

The Intellectual Property High Court (“IPHC”)
awarded damages on Article 102, Paragraph 1 of
the Patent Act against infringing products;
specifically, shell plates, which constitute a rotary
press (a commercial product that arises from
business to business transactions) for printing a
medium such as newspapers.

Article 102, Paragraph 1 of the Japanese Patent
Act allows for damages to be calculated based on
the profit per unit of the patentee multiplied by the
quantity of the infringing products sold by the
infringer.  However the court will take into
consideration whether any circumstances exist
under which the patentee would have been unable
to sell some amount among the actual quantity,
and damages awarded will be reduced depending
on such amount.

The Article 102, Paragraph 1 presumes an
incurrence of damage in cases of an existence of
a patent infringement. This is helpful for a
patentee as a causal link between a patent
infringement and damages tends to be difficult to

prove.

The alleged infringer argued that the Article 102,
Paragraph 1 is not applicable because the users
would not have bought the patentee’s products
(i.e., shell plates) even without the infringement.
The reasons of the allegation include the
followings:

- The infringing product, a shell plate, is a
subcomponent of rotary press machinery which is
not manufactured by the patentee.

- Therefore, the patentee would have to measure,
design and fabricate the shell plate on site to

install the patentee’s shell plate into the existing

rotary place.
- Also, this had to be done during the patent term,
which in this case was approximately 6 months.

IPHC has ruled that the Article 102, Paragraph 1
of the Patent Act applies in this instance as the
users could have purchased the patentee’s shell
plates because of the importance of the problems
to be solved by the patent invention. The court
noted that the above circumstances as alleged by
the infringer would be taken into account in
reducing damages awarded.

As for the factors to be considered in the reduction
of damages awarded, the IPHC considered
various aspects, including: the existence of
competitive products; the sales effort of infringer;
the performance of infringing products; and the
similarity of the products between infringer and
patentee. As a result, IPHC reduced the award
by % of the total amount of the products sold by
the infringer.

This case would include a useful guideline for a
patentee to seek damages pursuant to Article 102,
Paragraph 1, especially in terms of products
arising from business to business transaction.

Yusuke Ichikawa

Ml 3h%

-4 ichikawa.yusuke@amt-law.com
o Tel: 81-3-6894-2064

‘ Fax: 81-3-6888-6824
.
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[Japanese IP Topic 2016 No.3 (English)]

The IP High Court ruled that an invention
concerning to an ‘energy saving action sheet’
did not fall under an ‘invention’ as defined in
the Patent Act (Intellectual
Court, February 24, 2016)

Property High

Following a decision made by the Japan Patent
Office (“JPO”) that the present
(concerning “an energy saving action sheet”)
should not fall under an “invention” as defined in
Article 2, Paragraph 1 of the Patent Act, the
Plaintiff filed an appeal before the IP High Court
(“IPHC"). In conclusion, the IPHC dismissed the
appeal filed by the Plaintiff.

invention

The claim of the invention at issue is as follows:

“An energy saving action sheet comprising: a
third place axis expressing a name of a place
in a building and an amount of power
consumed per unit time at the place by means
of a length in a direction of the axis;

a third time axis expressing time, said time axis
having time scale; and

a third action arrangement region for showing
an energy saving action to be done in a certain
region specified by the third place axis and the
third time axis;
wherein a third energy
identification region is formed in the third
action arrangement region wherein an amount
of power per unit time capable of being saved

saving action

by an energy saving action is indicated by a
length in a direction of the third place axis and
a duration time of the energy saving action is
indicated by a length in a direction of the third
time axis, thereby showing an outline amount
of power capable of being saved by doing a
corresponding energy saving action indicated
in the third energy saving action identification
region (an amount of power capable of being
grasped with an area corresponding to a value

obtained by multiplying an amount of power
per unit time capable of being saved by the
corresponding energy saving action and a
duration time of the energy saving action).”

In its decision, the IPHC set out the standard to
determine whether an invention falls under an
“invention” as defined in the Patent Act:

It should be determined by judging whether the
invention falls under “a creation of a technical
idea utilizing a natural law” in the light of the
technical significance including the followings:
the technical problems on which the invention
is based, the structure of the technical means
for solving the problems, and the effects
achieved by the structure, etc.

A human activity, decision-making, an abstract
idea or human decision, as such is not directly
regarded as “utilizing a natural law” because it
is not any natural law or it does not utilize any
natural law.

Therefore, even though an invention presents
some technical idea, the invention does not fall
under the “invention” as defined in the Patent
Act if the invention is judged to be directed to a
human activity, decision-making, an abstract
idea or human decision, as such, and therefore
the invention is not judged to utilize any natural
law.

In the light of the foregoing standard, the IPHC
analyzed whether the present invention fell under
an ‘invention’ as defined in the Patent Act:

The technical significance of the present
invention is as follows: By presenting a user,
that is, a person with the “energy saving action
indicated in the third energy saving action
identification region” identified as letters and
the “outline amount of power capable of being
saved by doing a corresponding energy saving
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action” identified as an area, the person grasps
an energy saving action to be done and an
outline amount of power capable of being
saved by the action. And that is solely directed
to a human mental activity as such.

As the present invention is essentially solely
directed to a human activity itself and therefore
is not any natural law nor is it utilizing any
natural law, it does not fall under the ‘creation
of a technical idea utilizing a natural law’ as a
whole.”

Plaintiff made the
arguments in this case:

Besides, the following

- Whether or not any natural law is utilized
should be determined based on whether or not
the claim elements as such follow any natural
law, not on the function or effects of the
present invention”.

- In the present invention, a sheet is typically
made of paper, and a region and the name of
the region typically consist of ink, claim 3
recites an idea that a line drawing is arranged
at a predetermined position with the natural
objects of “paper” and “ink”, and there is no
elements directed to a human activity in the
elements of the present invention.

However, these arguments were not accepted by
the IPHC for the following reasons:

- According to Article 36, Paragraph 4 (1), the
technical significance of an invention should be
identified by taking into account not only the
elements recited in the claims, but also the
detailed description of the specification.

- The claim of the invention at issue does not
require that the invention should comprise
paper or ink.

- Even if the patent specification is considered,
as the specification describes not only an
embodiment where the ‘energy saving action

sheet’ may be printed with a printer device, but
also an embodiment where the ‘energy saving
action sheet’ may be displayed on a display
device, the present invention does not require
or specify any kind or structure of the medium
itself that is the “energy saving action sheet”.
Therefore, the technical meanings of the
present invention are not directed to the
medium of the “energy saving action sheet” but
are solely directed to a human activity itself.”
(Emphasis added.)
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[Japanese IP Topic 2016 No.4 (English)]

Tokyo District Court ruled that business card
folders are not protected as trade secret
(Tokyo District Court, October 22, 2015)

In this case, the Plaintiff filed a lawsuit seeking
damages and an injunction against the Defendant,
who was a director of the Plaintiff and took away
his business card folders (“Folders”) containing
business cards of the Plaintiff’'s customers when
The Plaintiff claimed that the
customer information included in the Folders
(“Information”) was the Plaintiff's trade secret and
that the Defendant’s use of the Information for the
Defendant's business violates the Unfair
Competition Prevention Law. The following is a
summary of the judgment which determined

he resigned.

whether the business cards were eligible as a
trade secret (Article 2, paragraph 6 of the Unfair
Competition Prevention Act).

A “trade secret” is defined as “a production
method, sales method, or any other technical or
operational information for business
activities that is controlled as a secret and is not

useful

publicly known” under the Unfair Competition
Prevention Act. The requirements for information
to be qualified as trade secret are as follows: (i)
the information must be controlled as a secret; (ii)
the information must be useful information from a
business or technological perspective; and (iii) the
information must be non-public.

With regard to requirement (iii), the court ruled that
the Information could possibly be categorized as
non-public information if the Folders were
considered as a curated aggregate of business
cards, whereas each individual business card was

clearly public information (because business
cards are distributed freely to many people).
However, as to the requirement (ii), the court
rejected the argument that the cards were ‘useful’
because the Folders contained only information
included on the business cards of the customers
and no additional information such as details of
transactions with customers or estimation of future
transaction with customers. In addition, as to the
requirement (i), the court held that the Information
had not be controlled as a secret by the Plaintiff
because there was no regulation or direction
concerning the management of business cards
obtained by either its director or employee through
its business and the Plaintiff left the management
of business cards to the discretion of its director or
employees.

There have been cases where customer
information contained in a list or database of
customers is argued to be a trade secret. In such
cases, the main issue has been usually whether
the information is controlled as a secret
(requirement (i)). This case concerned business
card folders which had not yet been incorporated
into such a list or database of customer
information. It is notable that the court in this
case ruled on the usefulness of the folder of
business cards (requirement (ii)), as well as the
requirement (i).

In the light of the judgment by the court in this
case, in order for business card folders to be
protected as trade secret, they have to be well
organized, similar to a list or database of
customers, in addition to being controlled as
secret. As it seems practically not easy for a
company to manage business card folders in that
way, the actual hurdle would be high for business
card folders to be protected as a trade secret.
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[Japanese IP Topic 2016 No.5 (English)]

A clause that provides that a dispute can only
be settled in aforeign court, has been declared
to be invalid (Tokyo District Court, February
15, 2016)

BACKGROUND

In this case, Shimano Manufacturing Co., Ltd.
(“Shimano”), a Japanese supplier of Apple, Inc.
(“Apple”), filed a suit against Apple, in the Tokyo
District Court (the “TDC"). The suit claimed
compensation of damages caused by a breach of
the duty of care in the continuous transaction
relationship, as well as through Apple’'s abuse of
its dominant position.

In 2009, Shimano and Apple signed a master
development and supply agreement (the
“MDSA"). In the MDSA, there is a clause (the
“Clause”) to the effect that a dispute between the
parties is to be resolved through a litigation in the
state or federal courts in Santa Clara County,
California, if the parties are unable to resolve the
dispute through negotiation or mediation. The
MSDA also provides that the terms of the Clause
apply whether or not the dispute arises out of or
relates to the Agreement, unless the dispute is
governed by a separate written agreement.

In response to the complaint by Shimano, Apple
requested that the TDC dismiss Shimano’s claims
on the ground that there is a lack of international
jurisdiction pursuant to the Clause.

In rebutting Apple’s response, Shimano alleged
that the Clause is either invalid or cannot be
invoked because: (i) the Clause is not made with
respect to an action based on certain legal
relationships (Article 3-7 (2) of the Code of Civil
Procedure (Act No. 109 of 1996) (the “CCP"), as
amended in 2011); (ii) that the Clause is a fruit of
Apple’s abuse of its dominant position; (iii) that the
courts in the State of California are not able to

apply the Japanese Anti-Monopoly Act (Act No. 54
of 1947, as amended) to this case; and (iv) that
the Clause represents an intent to undermine the
compulsory  regulation of the Japanese
Anti-Monopoly Act, which offends against public
order.

JUDGEMENT OF THE COURT

On February 15, 2016, the 18th Division of the
TDC ruled that the Clause is invalid. Their reasons
were essentially as follows:

First, Article 3-7 of the CCP (inserted by the
amendment in 2011) requiring the scope of
agreements pertaining to international jurisdiction
to be restricted to an action that is based on a
certain legal relationship applies only to
agreements on international jurisdiction concluded
on and after April 1st, 2012. Thus the Clause is
not subject to that Article.

On the other hand, based on the judgement of the
Japanese Supreme Court rendered on November
28, 1975 (Civil Bulletin, Vol. 29, No. 10, p.1554 et
seq.), the validity of the Clause shall be judged
under the general principle by reference to the
spirit of the CCP before the amendment in 2011.
The spirit of Article 11 (2) of the CCP before the
amendment in 2011, requiring the scope of
agreements pertaining to jurisdictions of domestic
lawsuits to be restricted to an action based on a
certain legal relationships, is to ensure the
predictability of the parties and to prevent
unpredictable damages to the parties. This
underlying principle is applicable to the
international jurisdiction as well as jurisdictions of
domestic lawsuits. Therefore, the general
principle requires the scope of an agreement
pertaining to international jurisdictions to be
restricted to an action that is based on a certain
legal relationships, even if the agreement had
been entered into prior to the date of enforcement
of the CCP (as amended in 2011).
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Therefore, the Clause, irrespective of whether the
dispute arises out of or relates to the MDSA, is
invalid because it does not fulfill the requirement
that an agreement shall be made with respect to
an action based on certain legal relationships.

COMMENTS

The ground of the court’s ruling was based on the
general principle determined in light of Article 3-7
of the CCP (as amended in 2011) and Article 11
(2) of the CCP before the amendment in 2011.
Therefore, this TDC’s judgment would apply to
agreements pertaining to international jurisdictions
concluded on and after the effective date of the
Article 3-7 of the CCP (as amended in 2011).

Notably, this TDC’s judgment suggested that the
Clause is invalid even in relation to a dispute
arising out of or relating to the MDSA. However,
there would be an objection that the Clause
should be interpreted as valid in relation to
disputes arising out of or relating to the MDSA.

Besides, Shimano also filed a patent infringement
case against Apple, with the TDC.
reported that Shimano lost the case by the
judgment rendered on March 17, 2016.

It was
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