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Program

TUESDAY, October 19, 2004

17:00-20:00 REGISTRATION

18:00-21:00 GRAND RECEPTION

WEDNESDAY, October 20, 2004

8:30-9:00 REGISTRATION

9:00-10:50 OPENING CEREMONIES

9:00 Can to Order

9:20

9:40-10:30

9:40

10:00

10:20

10:30

10:50-11:10

11:10-12:00

Welcome -Manabu Inoue, President, Japanese Group

Report of 2003 Activities -Edward Blocker, President, US Group

Keynote Address -Mr, Masaharu Sato, Honorary Chairperson

Guest Address

JPO: Mr. Shinjiro Ono, Deputy Commissioner

USPTO: Ms. Lois Boland, Director, Office of International Relations

JIPA: Mr. Yasuo Sakuta, President

Presentation of 2004 PIPA.Award to Mr. Shigernitsu Nakajima

COFFEE BREAK

PRESENTATION

US Coordinator: Soonhee Jang and Japanese Committee Chair: Katsuyori Matsubara

"Examination cooperation under Dossier Access system in Trilateral Offices" by Tatsuhiro

Miyauchi

"IP management" by Jeong Hwan Lee

11:10

11:35

12:00-13:00

13:00-15:50

LUNCH

PRESENTATION 0-...-

13:00

13:25

13:50

14:15

14:40-15:00

15:00

15:25

15:50-17:10

US Coordinator: Soonhee Jang and Japanese Committee Chairs: Katsuyori Matsubara and

Tatsuya Izukawa

"The Role and Value of Trade Secrets in IP Management Strategies" by Karl Jorda

"Intellectual property management offoreign owned company in China" by Tomoaki Morioka

"General Overview ofPatent System in China" by Jon Wood

"The investigation for mistranslation of the Chinese application and the notice on the practice of

drafting a Chinese specification" by Akio Yatsu

COFFEE BREAK

"Study of Chinese Intellectual Property jointly owned by Chinese Unit and Foreign Company"

byYui Tada

"What a Foreign Applicant Should Know About Patent Prosecution in China" by Thomas Tsai

PANEL DISCUSSION

US Coordinator: Soonhee Jang and Japanese Committee Chair: Katsuyori Matsubara

"Management of inventions by a foreign owned company in China" by Jon Wood, Thomas Tsai,

Karl Jorda, Lawrence Welch, Hiroshi Kon, Mitsuo Takahashi, Yoshiyasu Murakami, Hiroshi

Hidaka, and Jeong Hwan Lee



8:10

8:35

9:00

Wednesday evening is free for informal dinners and networking

THURSDAY, October 21, 2004

8:10-9:25 PRESENTATION

US Coordinators: Jack Slobod and Jon Wood and Japanese Committee Chair: Hiroshi Watanabe

"License strategy in consideration of the Japanese pro-patent policy" by Hiroshi Saji

"Patent license strategy & litigation strategy in China" by Yoshiki Yoshida

"Selected Issues in Licensing Patents and Know-How in China - A Comparative Analysis" by

Ronald A. Bleeker

9:25-9:40

9:40-11:00

11:30-21:00

COFFEE BREAK

PANEL DISCUSSION

US Coordinators: Jack Slobod and Jon Wood and Japanese Committee Chair: Hiroshi Watanabe

"Licensing of technology and patents developed in China" by William T. Ellis, Ronald A Bleeker,

Edward Blocker, Kyo Kinoshita, Hirotake Kudo, Takeshi Sakata, and Hiromi Mizuno

SOCIAL OUTING Kurobe Gorge Railway (I'OROKKO Train)

FRIDAY, October 22, 2004

8:50-10:30 PRESENTATION

US Coordinators: Lawrence Welch and Nelson Blish and Japanese Committee Chair: Tatsuya

Izukawa

8:50

9:15

9:40

10:05

10:30-10:50

10:50- 12:10

12:10-14:00

"Licensing Issues: (I) Open Source Software Problems, (2) Co-owner LicensingAt Will and (3)

Reverse Engineering Provisions" by William T. Ellis

"Enforcing IPR in China" by Raj Dave

"Enforcement Issues" by Christopher Chalsen

"Study ofthe Intellectual Property Enforceability in China, Comparing with in the U.S. and

Japan" by Masahiro Miyajima

COFFEE BREAK

PANEL DISCUSSION

US Coordinators: Lawrence Welch and Nelson Blish and Japanese Committee Chair: Tatsuya

Izukawa

"How to enforce utility patent rights in China" by Edward Panichi,

Chalsen, Raj Dave, Yoshiaki Kumazawa, Kazuto Kitaoka, Kengo Nakahara, and Masahiro

Miyajirua

LUNCHEON AND CLOSING CEREMONY

..

GUEST PROGRAM/WEDNESDAY, October 20, 2004

9:00-17:00 Bus/walking tour to pay a visit to Takaoka and Kanazawa
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<Schedule>

Get a lunch box and drink

11:30 Depart from Meitetsu Toyama Hotel

Lunch in the bus Nonstop for rest to the Destination

13:00 Arrive at Unazuki

TOROKKO TRAIN

13:11 Depart from Unazuki station

14:12 Arrive at Kanetsuri station

)

15:10

15:18

16:14

Fret: Activity (Hot-spring. walking ctc)

Meet at Kanetsuri station

Depart from Kanetsuri station

Arrive at Unazuki station

16:30 Depart from Unazuki
Nonstop for rest to the Destination

18:00 Arrive at ANA Hotel Toyama

Depart from ANA Toyama Hotel

Arrive at Meitetsu Toyama Hotel

20:30

20:40

DINNER

18:15

20:15

-"ASUKA ", the 3'dfloor atANA Hotel Toyama­

Start
Japanese Traditional Attraction (Ritual Dance 'with a Lion s mask), Karaoke

Close

< Contact Numbers in case of necessity>

Staff members of PIPA 090-2333-2907

090-1736-6871

Hotel etc. 076-431-2211

076-495-1111

0765-62-1011

Yuichi ISHIHARA

Takashi ISHIHARA

Meitetsu Toyama Hotel

ANA Toyama Hotel

Kurobe Gorge Railway (Torokko train)
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ATTENDEE .LIST

Japan Patent Office
USPTO

Awardee
MITSUBISHI ELECTRIC CORPORATION
FUJIKURA LTD.
Fujitsu Limited
ZEON CORPORATION
Sumitorno Chemical Co., Ltd.
Hitachi, Ltd.
TANABE SEIYAKU CO., LTO.
Wako Pure Chemical Industries, Ltd.
Hitachi, Ltd.
SANKYO CO., LTO.
MITSUBISHI RAYON CO., LTO.
Wako Pure Chemical Industries, Ltd.
Fuji Xerox Co. Ltd.
Sony Corporation
SUMITOMO ELECTRIC INDUSTRIES,LTO
RICOH COMPANY,LTO.
Awardee
Sony Corporation
Toshiba Corporation
FUJI PHQTO FILM Co., Ltd.
TOYOTA CENTRAL R&D LABS.,INC.
Oki Electric Industry Co., Ltd
Matsushita Electric Industrial Co.d.td.

Aoki
Date
Hidaka
Horikawa
Hosaka
Ichikawa
Inoue
Izukawa
Karnisuqt
Kitaoka
Kinoshita
Kon
Koroku
Kudo
Kudo
Kumazawa
Matsubara
Matsui
Miyajima
Miyauchi
Mizuno
Morioka
Murakami
Nakahara

Lee Jeong Hwan

NORTH AMERICAN GROUP
Blocker Edward PhilipsElectronics
Brown Greg Ford Global Technologies
Hanley Steve Caterpillar Inc.
Jang Soonhee Eli Lilly & Co.
Jorda Karl Awardee
Panichi Brenda Proctor & Gamble
Welch Lawrence Eli Lilly & Co.
Wood Jon Eastman Chemical Co.

JAPANESE GROUP

AWARDEE 2004
Nakajima Shigemitsu

HONORARY CHAIRPERSON
Sato Masaharu YKK Corporation

HONORABLE GUESTS
Ono Shinjiro
Boland Lois



ORGANIZING COMMITTEE
Ishihara Yuichi Hitachi ltd.
Ishihara Takashi Matsushita EI!3ctric lndustrlal'Co., Ltd.
Kihara Hiroko TOshiba Corporation
Yokono Akira SAPPOROHOLDINGS LIMITED
.Hamada Satoko JapanThteliectualRropei'ty Association

........... INTERPRETERS
Hayashi Yumiko
Matsuoka Yuko
Sasae Nobuko

ACCOMPANIED GUESTS
Batey Marilyn
Ellis Lexie
Matsui Yaeko
Nakajima Setsuko
Tanabe Akemi

JSR Corporation
RICOH COMPANY,LTD.
NEC Corporation
Fujitsu Limited
Eisai ce., Ltd.
Japan Intellectual Property Association
Aisin Seiki Co.,Ltd.
OMRON Corporation
Awardee
Sumitomo Electric Industries, Ltd.
Toshiba Corporation
SAPPORO HOLDINGS LIMITED
Nippon Ericsson KK
IBM Japan
Nippon Telegraph And Telephone Corporation
Hitachi, Ltd. .
Fujisawa Pharmaceutical Co., Ltc!.
MITSUBISHI ELECTRIC GQRPORATION

Finnegan, Henderson
Greenblum & Bemstein
Milbank, Tweed,Hadley & McCoy
Morrison & Foerster
Norte! Networks
Foley & Lardner
Applied Materials,lnc.
GE Yokogawa MedicalSystems
Tsai, Lee & Chen
Shell Oil Company
GE Yokogawa MedicalSystems

Mika
Hiroshi
Kensaku
Koji
Masaya
Isamu
Masakazu
Yui
Mamoru
Mitsuo
Kiyoshi
Toshihiro
Masayoshi
Eriko
Hiroshi
Akio
Yoshiki
Chiga

Ronald
William
Christopher
Raj
Afzal
William
Raymond
Kenichi
Thomas
Y. Grace
Nongfan

Nakayama
Saji
Sato
Sato
Satoyama
Sojyo
Suzumura
Tada
Takada
Takahashi
Tanabe
Tetsuka
Urayama
Watanabe
Watanabe
Yatsu
Yoshida
Yoshikawa

OBSERVERS
Bleeker
Boshnick
Chalsen
Dave
Deanl
Ellis
Kwong
Matsumoto
Tsai
Tsang
Zhu
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Source: USPTO annualreport
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EPO

> Employment fixed term examinersWming
500 fixed term examiners in five years).

> Expansion of outsourcing for prior art
searches to resristered search acencies.

Source: EPO annual report
Examination periodis

, based on Trilateral statistics

1998 1999 2000 2001 2002

GY
6:<1 Number of requests for examination
~~umber of final examination decisions
-6- Pendency of FA

Shinjiro Ono

Deputy Commissioner

Japan Patent Office

October 20, 2004

20 8.0

a 0.0

10 4.0

15 6.0

5 2.0

The 35th International Congress
Pacific Intellectual Property Association

Cooperation among Trilateral Offices
-JPO's perspective-

Source: JPO annual report

JPO

1998 1999 2000 2001 2002 2003

GY
@hAM Number of requests for examinatiOl
~Number:ofFA

-tr- Pendency of FA

(Ref) Average FA period in 2003FY:
26 months

The JPO will hold the FA period on the
level of 29 months in five yearsC!008), and
achieve 11 months in ten years(2013).

In recent years, the workload has been increasing and the pendency period for examination
has been protracted in each Trilateral Offices due to rapid increase of the internationally
filed applications with the contents that are becoming highly technical and complicated.

Protracted Pendency Period in the Trilateral Offices
. '-·.'.""'.';;.:'''''''h''_''''''_:.;''''N:(,"'~.'@.;:l'''''?'~'f.<"'H:-:;:;lJ~;;!~.illW@ffimmll . ·!iIJ.w:®:M'fu.."®t:@imllil>U\\H:';';';';"m;;"E;~;;;';';';";;';'~';;;':;;'~~" ;;;;';;':5,'~;~""'i:iih~=:::;;~.;;;;;.~'&;;'t;;:;",:,s:,'-- ...,,.

Ten thousand





Harmonization of practices

Enhancing usability of
search results made by other
IP Offices. 4

!~[lJ /Y
rs-

universal converged practice

13000,

JPO

J to E machine ..... . .'. EPa •.••....USPTOtranSlation~

'lY;

a ~;> . SPLT
Examiner exchange ...

Dossier access system

Agreed at the
Trilateral

meeting in Tokyo
On Nov. 2003.

- 9 -

-Reducing the burden of applicants

-Reducing workload ofIP offices

JPO I
\ '- ,

• I USPTO

Bilateral pilot projects

32,000

IU:§PTO I

200,000 applications are filed from one trilateral region to
other trilateral regions
It> In order to protect Intellectual Property effectively,

International cooperation is inevitable.
Number ofApplications among Japan, United States, Europe (2003)

Dup:l,i,~~~,~;2zc~~~~1~ations~!,I~~~~~n,~~,~~~lfile,~ ,,~E~~'~~~'!!?~~""m~11

Efforts for mutual exploitation of search/examination results
'··'~::W{i@~W..@@k%%*fu'l:~:{ -:. - ~~4(iti~%;';<,iE'iiAs" ' ' , ttWl~,l" '" """"'" :"";~':::-_·"'-;,"}:mf~¥~0';},;.':#}i:;;i:%;;~(:;;;;UA{:':;;MA"ii~:H::::i':':<"">-"

Share with other IP Offices

Number of applications in US and Europe are based on each USPTO report(2003) and EPO annual report(2003).
Number of applications from the Europe is a total of data from 27 EPe member countries in 2003_ Number of
applications filed to Europe is based on only the applications filed to the EPO and does not include applications filed to
each ErG member IF office. 3

[





),

89 JPIUS2 cases, 65 IP IEP2 cases

·The results of the feedback analysis'
(JPlUS2, JPlEP2 cases)

• In only 6'7% of the total cases, the feedback
information of other offices impacted JPO's
patentability determination.

• If the search of Japanese patent document
is conducted under optimal conditions,
JPO's search will cover more than 92% of
the most persuasive prior arts to deny
novelty or inventive step.

JPO's Conclusion

'The results of Tokyo conference'
(USIJP2, EPIJP2 cases)

100 USIJP2 cases, 132 EPIJP2 cases

• JPO .will utilize the dossier access system to use the search results of other offices

actively to reduce the workload.

• JPO aims to perform high quality search and provide better search results so as to

enable the applicants and other IP offices to exploit JPO's search results effectively.

(Especially, the EPO and the USPTO expect to exploit JPO's search results on
6

Japanese language patent documents that do not have patent family members.)

• Effect of workload reduction in search

was observed in more than 65% of the

total cases by exploiting the search

results of other offices.

• Additional search of Japanese patent

document is essential.

[ . Summary of the mutual exploitation project
.. ".. "."",'''·-·:;:;:",z;=,,@;m>:l:~'@'~:':;'\':'~!±ili\':'@!&w:;;m.i,(t{,~~~~%iif'!'f?nRm\\ \ .i#L"":-;::~~::;::;-';:;;-,~::;;"~'8:t:'fm%%enmm;:~~~,,~,,,,&»;,::~~m;~iiii::i%iii"i~" :"j,mm: :;~;:;:~:~::;;:~~_. __~_.".'''''N. V":':'~:"""'_"'.""'_'_"""'"

II .. .. lpStrategicPrograrll2004 .~
....... 'i;"::;",:~,:~:,lli;,t "':';':';':':':':':':'::::::';:::':~!.0L;t%~r:: iltffi',;m-M U' im'Rm:,.'Zi"'it:L'd",;m;illillmll~~W;:::;"H:2'''?- --"""""'9S;~'W·i%ff&-s';L';':':x eeesseeer:

. I '"Efforts to establish a global patent system '"
.. I

(1) Promoting global cooperation in patent examination

JPO promotes search/examination results exploitation project and examiner exchange

JPO encourages applicants further usage ofthe Patent Cooperation Treaty (PCT)
system and accelerated examination for inventions that are also filed tooverseas

(2) Aiming to achieve mutual recognition* among the Trilateral Offices

(3) Promoting the reform of the peT

(4) Facilitating the acquisition ofrights in developing countries

(5) Promoting international harmonization of patent systems

~ (6) Establishing international networks for exchanging information on patent
examination

,. ~J1:J()Colls/4e)'Stjyat.theternl·.''p1I1tl1aJ.tecogiJiti()n''herejsusedinl'athel'a.sYirIboliC.WII.!'ito
jl1dict1tea.!1oaJin..the.JoI1g-i'un~·.1tis""1l1 utitallulJexpIoitation",.,.which· is to I1IlIJa:best llseiJl
et1r:hotMPsseal'chlexa1l11l1atfol1·l'es[JJts.··ihaieach officeisaJminltat: atthe1l1d1l1en t: 5

- 4 -
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Harmonization of the system and operation

includes amendment of 35U.S.C 102(e) in order to eliminate
language discrimination provision and removal of the Hilmer doctrine

8

ssier)
application documents, examination documents,

status data 7

EPO

Providing Japanese applicants with incentives to use
accelerated examination and the PCT route and also eliminating
disincentives to do so.

Near-term task.

Meeting of Working Group on Strategic Issues anrl \JIInr....

Outline of Dossier Access System
Exchange of search/examination results through network

- Utilization ofJapanese-English Machine Translation System -
.. """""':':,~:~:::'\'E'::?:'::::::;U;;:': ::,n:;;X'~;;Th''';'i@i;::;;@.«'·_· ~i;:~~;''lfj@11W~''illrill:?;;'.':m"wy@w;mmj!Jjm@@~::i@:~:W'-'''·'-·-·',',',-""-' ..

(1) Recognition of the value of the JPO search results especially
on Japanese language documents that do not have patent
family members and expectations for exploiting them

(2) Timing issue. which is to provide JPO's FA in a timely manner

USPTO

IJI ...---
(*)Considering alleviation of IDS requirement of the US and
exchange of priority document data between the JPO and the
USPTO. (Offices exchange priority data instead of
applicants.)
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97%

20001999

Year of filing

19981997

9%

1996

97%

100.000

90.000
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30.000

20.000

10.000

o

c::::::J Applications from Japan (counted by JP basic applications)

mEJ Applications from Japan through peT-r-outefcounted by JP basic applications)

---G- Ratio of applications through PeT-route

2. Request examination at an early time and use of
accelerated examination

Solution
1. Use of PCT route

----

Increase of the PCT-route applications from Japan to overseas

Numberof
applications

Number of the applications filed to overseas from Japan through PCT-route is on
the rise. In 2002, there were over 20,000 applications filed through PCT-route
which makes up 1/3 of the total applications filed to overseas from Japan.

The cases where other offices can exploit JPO's search results counts
approximately 10%.
The cases where the JPO can exploit other offices' search results count about 97%.

The rateofthe cases where OFF's search results were available in
time for the applications that the OSF initiated examination from
January to June, 2004.

~.,

101





In Japan, rate ofPCT-route utilization is low. (PCT-route utilization in Japan: 2J-40%)

12

11

Paris
route
11124

cases (*2)
60%

I 18,534 (*22:>1

<J8,396 (*3) I

PCT route
7410

cases (*2)
40%

PCT route
13074

cases (*4)
71%
~

Increase the number of the
cases where the JPO initiate
search or examination first

Paris route
7613

casesfe'I)
35%

Paris route
47666

cases (*5)
79%

PGT route
14069

cases (*4)
65%

Number of applications in Trilateral Offices

PGT route
12684

cases (*6)
21'11

______ -------------- (65,411) I

___________ -- - - - - (18% of the applications by resIdents)
___ (16% of the total) I

Domestic applications and foreign applications in 2002

Paris
route

5322cases
(*7)

_ 29%
(*I)USPTO report(2003Cy), (*2)EPO annual report(2003CY), (*3)(*4)JPO annual report(2003CY),
(*5)WIPO statistics(2000CY), (*6)*1-*5, (*7)*3-*4

*Ifthe rate ofPCT-route utilization goes higher, EPO who performs search principally before
publication will also be able to exploit JPO search results.
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JPO

International
Cooperation

~,~""

Feedback of examination results

Domestic application
becoming the basis of

claiming priority

1. Expand the scope of 'Internationally-filed applications'

Applications that are at the international stage of peT (has not
entered into national stage of designated foreign countries) are
included in the cases that corresponding domestic applications
are objects of accelerated examination.

2. Simplify the procedure

(1) Modify the operation for the foreign applications that have not
allocated the application numbers.

Applicants who wish to apply for the accelerated examination system
were required to specify the application number of a foreign patent
application under the old system.
With the revision, however, this requirement has been relaxed.
Specifically, where an applicant was not able to obtain the application
number of the foreign application from the foreign IP Office concerned,
he is allowed to submit such a document as a copy of an application
filed with the foreign IP Office instead of specifying the application
number of a foreign patent application.

Revision of Accelerated examination/appeal examination Guidelines (1)

Expansion
of business

overseas
and filing

patent
application

overseas

Patent examination contribution to the global business strate~ m

Campaign to the Japanese applicants
.oIti.s,,~tY important to evaluate patentability of the key technology that are essential to expand business overseas.
• Utilization of peT system or Accelerated examination of applications that are basis of claiming priority of overseas application.
(Dstrenathen IP strategy, R&D strategy and Business strategy through reviewing them based on the results of examination
(2)Facilitate applicant's obtaining steady patent in foreign countries through the utilization of JPO's examination results.

(3)Contribute to the international mutual cooperation of patent examination.





Revision of Accelerated examination/appeal examination Guidelines (2) ..

(2) Clarify the operation for the international applications in
Japanese with ISR/ISO

For the international application in Japanese, the JPO clarified that one
can omit disclosure of prior art and comparison explanation by
attaching ISRIISO to the explanation of circumstances concerning
accelerated examination.

(3) Clarify the treatment of the case where related prior arts are
.··appropriatelyoisclosed····iffthe··descfiption··oftfieapplication.

The JPO clarified that one can simplify the description of the
explanation of circumstances concerning accelerated examination
when disclosure of prior art and comparison explanation have
sufficiently done in the description.

15

Case where applicants receive a result of First Action of the JPO

Applicants tend to laten the timing ofrequest for examination since they have to submit IDS if
they receive results of First Action of the JPO prior to the issuance of US Patent

Consider the alleviation of the burden of IDS procedure utilizing the Dossier Access System.

Consider the alleviation of
the burden ofiDS procedure
utilizing the Dossier Access System.

~

~ Submittal of IDS

-I FAOM I I [ issuance of a patent

Notice of reasons
for refusal

prior to that of the USPTO

USPTO I Filing f

JPO I Filing I

Case where applicants receive a result of First Action of the USPTO
prior to that of the JPO

I I -I Notice of reasons
JPO Filing for refusal

Submittal of IDS is not required

USPTO IFiling I II FAOM I II issuanceofapatent 1
16





Providing applicants ofnon-PCT route applications, as well as
applicants of PCT route applications where PCT-ISR is available,
with benefit with respect to fee when an examiner can exploit
other office's search results.

'-Exploitation offirst office's

"" search result

IJ Partial refund ofFee ~
17

12 monthso
t

Claiming priority

(within 12 month
from priority date)

I Filing to I
First Office ,~

I .

I
I
I
I
I

[ IDMinimum harmonization n a short period ~.
-;:~fN#!W,t;",!W'%n(i~';<m ~~- - m,< ~, ... -:':-K2~'3;;;-- '--";~';';;-';W,iif%,M:~::~:~:::~:~:Kt;::l':(};::t - s..

Developed countries will hold intensive discussions on
certain SPLT(Substantive Patent Law Treaty) issue
items relating to enhancing usability of
search/examination results.

lC Items
· Definition of Prior Art (Article 8, prohibition ofHilmer)

· Grace period* (Article 9)

· Novelty (Article 12(2))

· Non-obviousness/Inventive step (Article 12(3))

*Since grace period and first-to-file are linked, grace period is
subject to movement on first-to-invent.

<c:>
18
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1. The JPO provides further high quality search/examination
results prior to the world with its high search ability for
Japanese language documents.
Other offices can exploit JPO's Search/examination results

with a view to achieving efficient examination and granting
·stable·····rigRtsglobally,···.·······

Long-term goal: achieve FA11 in ten years.
Near-term task: promote utilization of peT route and

accelerated examination

~:'i,i!i!,~~,i~:tj,~;,!1!;i,~i~I;;~1'5;~,!\?:,~:gY;'~il~;'i!\?:,e:~t,;;~1Y)';gii~n~,!1!l1~~,~;)~Il,~;lj;!\?:;~;~,t~:IL
2. Simplifying the procedure (JPO stands in for applicants)
3. Partial refund by exploitation of search/examination results
4. International harmonization of patent system and operation
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Overview

• Protecting Intellectual Property in China
- What the USPTO is Doing About Piracy
and Counterfeiting in China

• Substantive Patent Law Harmonization

• Trilateral Cooperation

• Conclusions
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China- Why care?

• This is not only a problem for u.s. companies
doing business in China.
- Chinese counterfeiters and pirates export to U.S. market.

.=CounterfeIters and pIrates marketaitrade shows. .. ..
- Counterfeiters and pirates may sell to your customers

and suppliers.

3

Scope of the Problem

Chinese counterfeiting and piracy affect you:

- In the United States
• China is the largest single source of seizures of

infringing products by U.S. Customs.

- In other countries
• China is a leading source of seizures in the European

Union, Japan and in many developing country markets,
such as in South America, Southeast Asia, Africa, and
the Middle East.
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Scope of the Problem

Problem is Widespread.
Counterfeiting - 200/0 or more revenue lost for

·snrneprouucts .. . .

Piracy - 90% + of movies, motion pictures,
software

5

Catalyst for Change: WTO

• China joined the WTO on December 11, 2001.

• Good News
- China has amended its IP laws substantially.
- The TRIPs Agreement keeps China accountable.
- Other WTO Members can use TRIPs as

leverage with China.

• Bad News
- Cutting edge legal issues require further

legislation.

- Enforcement ofIP laws is weak.

6





u.s. Government Efforts

• Ongoing WTO Monitoring

• Multilateral Work at WIPO

..... ·RegionalWorkinBodieSsJ!Q.hasASEAN,MEC .

• Bilateral Work
- JCCT

- Continuation ofUSTR bilateral meetings

- Extensive IP Training

• Domestic Efforts

7

Ongoing WTO Monitoring

• TRIPs Council Reviews

• Trade Policy Reviews

• Special 301 Process

8
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WIPO Activities

• Norm-making
- Treaties, Recommendations, Guidelines

• Global Protection Systems
·::.····PateiifCooperatiou··Tfeaty(PCTy·····

- Madrid System (Trademarks)
- Hague System (Designs)

• Technical/Legal Assistance
• Arbitration and Mediation Center

- Internet Domain Name Dispute Resolution

I
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Other Multilateral Bodies

• APEC

• ASEAN

• The Trilateral Offices

• WorId Customs Organization

10
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Office-to-Office Activities

• USPTO has a strong relationship with:
- The State Intellectual Property Office (SIPO) of China

on Patent issues
....... =·TheSfafeAdiiiiiiisfrationTorliidusfi'Y'fuiilC6mmerce

(SAIC) and the China Trademark Office (CTO) on
issues relating to trademarks, domain names, and
geographical indications.

- The National Copyright Administration (NCA) on
copyright and related rights, including Internet issues.

11

US-China Bilateral Work

• Long bilateral relationship between United States
and China

• Several bilateral agreements including TP issues
dating back to the early 1990s

• Regular bilateral consultations since WTO
accession between US and China

• U.S.-China Joint Commission on Commerce and
Trade IPR Working Group

12
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Training

• USPTO has conducted many training programs
for Chinese officials.
- In China

- In the United States

- In the Region

- ByVideoconference

- On both substantive issues and enforcement.

USPTO China IP Expertise

• USPTO has a comprehensive and experienced China IPR
team, including:
- TM expert

- Copyright expert

- Patent expert

- Enforcement expert

• USPTO recently appointed an IP attache to the U.S.
Embassy in Beijing, who will work with government
officials to improve Chinese intellectual property laws,
regulations and enforcement procedures

13
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STOP Initiative

• Rights holders can call 1 (800) 999-HALT for
information

•... M~I~!:(l:g~!!c:Y~ff()!!i!!y()lyi!!g: .
- the Commerce Department

- the Justice Department and

- the Department ofHomeland Security

• Multifaceted effort using each agency's resources
to best tackle the problem.

NIPLECC

• Established in 1999

• USPTO Director Co-Chairs

• May develop a new role in combatting
piracy and counterfeiting in China.

15
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SPLT - SCP Efforts
Background

• Optimism following success of the Patent
Law Treaty

• Need to harmonize substantive aspects of
patent law

• Work has been ongoing since 2000

Original Goals

• "Deep Harmonization" of both law and
underlying practice

• Focus on "Best Practices" for drafting,
filing and examination of patent
applications

17
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Intended Results

• Single application

. ············1 eonsistentexaminatiollTesultsaroundthe

world

• "Mutual Recognition"Iwork sharing

19

Early Progress

• Progress on establishment of international
grace period

·Working Group on Multiple Invention
Disclosures and Complex Applications

20
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• Since May 2003 SCP meeting, many groups,
have met outside WIPO

Controversial Issues

• Patent-eligible subject matter

• Exceptions to patentability

·····]Jisclbsureofuriginofgeneticresources··
and traditional knowledge

• "Social development," public health, and
appropriateness of "harmonization"

21

Outside Efforts

• Goal is to find away forward

• Focus on "limited package" ofnear-term
achievable results - early harvest

22





Trilateral Proposal

• Trilateral Offices introduced proposal at
May 2004 SCP meeting

..~.1!J:!!!!~QP'!9:k,!g~Qf.QriQr'!rt:r~!'!!~Q .... .
prOVISIOns

- Definition of prior art

- Grace Period (linked to first to file)

-Novelty

- Inventive Step/non-obviousness

Trilateral Proposal

• Justifications

- Issues most mature for near-term success

- Would promote work sharing/mutual
recognition

- Consistent examination,

- Improved patent quality

- Flexibility to allow countries to proceed at
appropriate pace

- Addresses traditional knowledge

23
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What Next?

25

Outcome of May 2004 SCP

26

• U.S. and Japan co-sponsored proposal for
Assembly to adopt the Trilateral proposal as sCP
future work plan

• Proposal was not adopted

• Future ofharmonization at WIPO uncertain

• Is a non-WIPO forum the answer?

• United States is exploring all options for "early
harvest" on limited package - in/out ofWIPO

• No real progress from May 2003 meeting

• Trilateral Proposal not adopted

····Noagreement··inSePas·tofuturework ..

1 I





Trilateral Activities - Harmonization
without WIPO?

• Trilateral provides a pragmatic context for harmonization
talks

- Well-developed patent systems

- Many common understandings

- Fewer politically charged issues

- History of cooperation

27

Harmonization: Benefits

• Trilateral Offices benefit

- Trilateral offices handle almost all patent
applications filed in the world

- Tremendous potential for workload
reduction

• .Applicants benefit-fewer burdens

• Public benefits-improved patent quality

28





Harmonization: Trilateral Efforts

• November 2003 MOD set forth basic approach:

- pragmatic approach aimed at early and realistic
. results

- no rigid framework

- pursue best practice taking into account current
practices

wi - address users' interests as much as possible

- promote the discussion at the WIPO/SCP

29

Harmonization; Trilateral Efforts

• 2003 MOD identified priority topics:

- Prior art

- Grace period

- Novelty

- Inventive step/non-obviousness

- Sufficiency of disclosure

- Claim drafting

- Restriction/unity of invention

- Amendments/corrections

30





Harmonization: Trilateral Efforts

• Items to be addressed at a later stage:

-. First-to-file/first-to-invent

- Patentable subject matter/technical
character

- Utility/industrial applicability

31

Harmonization: Trilateral Efforts

• Working Group met in February 2004

• WIPO IB attended as observer

• Discussion limited to prior art-related
priority items

• Framework was current SPLT language and
the text of the 1991 proposed harmonization
treaty

32





Harmonization: Trilateral Efforts

• Results of February meeting were. .
prormsmg

- Considerable progress made on certain
Issues COCO COO 00 0 00000000

- "Enlarged novelty" is emerging as an
important concept

• Limited package discussed in Working
Group was basis for May SCP proposal

33

Harmonization: Next Steps

• Ideally have at least one Working Group
meeting by end of year 0

• Outcome of WIPO General Assemblies
meetings will affect planning/future work

• Build on success of February meeting

34





Trilateral Technical Cooperation

• Areas of cooperation
Exploitation of search results

3D-month priority

Automation

Harmonization ofpatent
examination practices

Classification

35

Trilateral Technical Cooperation

• Goals:

- Reduce workloads

- Reduce duplication ofwork efforts

- Reduce costs

- Improve patent examination quality

- Streamline patent system

- Improve modes of information exchange

36





Exploitation of Search Results

• Issues being discussed & considered: !
~

- Utilization of search results

·········=Feerelated···issues;·····includingfeereduction···
to applicants in office of 2nd filing

- Sharing priority documents

- Evaluating similarities and differences in
examination strategies

37

30-Month Priority

• 30-month Priority Period

-Longer period to evaluate need for
foreign filing

-Will reduce workloads for offices

. -Will facilitate work-sharing

38





Automation

Calendar year 2004 goal

• Dossier/E-Document Access
- Electronic exchange of Search Results, Priority

Documents and Application Content with
.......... 'IrilateralOffices

- Agreement on technology for trilateral
document access to previous search and
examination results

• includes Machine translation capability from
JPO

• Will JPO adopt SOAP interface?
39

Harmonization of Patent Examination
Practices

• Biotech Working Group Study
- Standardizing search strategies

• Processing mega and complex
applications
- e.g. large sequence listings; applications with

numerous excessively broad or speculative claims)

• Comparative studies in New technologies
- e.g Single Nucleotide Polymorphisms and

Haplotypes and Protein 3-Dimensional Structure
Related Claims)

- See www.uspto.gov/web/tws

40





Classification

• IPC Reform (effective Jan. 1,2006)

- Alternative classification search tool

- Significant improvements over old IPC

• Trilateral Harmony reclassification projects

- USPC, ECLA, JPO-FI, and IPC all using the
same classifications for a given technology

- Limited to technologies where similar scope
exists amongst the major classification
systems or to new or emerging technologies

41

Classification

'. Examples ofprojects worked on in 2004 .

,

Interactive Video Distribution Systems

Combinatorial Chemistry

Nanotechnology

Bio-informatics

42
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Conclusions

• China - challenge is daunting, but must be
addressed; approach must be comprehensive and
continuing

• Substantive Harmonization
,=Prospectsaredimat WIJ>O"

- Trilateral is appropriate forum
- Expansion beyond Trilateral under

consideration

• "Work-sharing"
- Short term gains for offices, provides

"practical" gateway to normative harmonization
for eventual mutual recognition 43

Conclusions
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Thank you, for further information, please
contact:
USPTO

Office of International Relations
(703) 305-9300

1(800) 999-HALT
..... Yf'iYJY,IlSJlIQ,gQY .

Lois E. Boland

Director, Office of International Relations

United States Patent and Trademark Office
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Dossier Access System

Period from Filing Date to First Action

© PIPA Japanese Group Committee #1 2004- All Rights Reserved. 1
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Jaflanese Group Committee #1 .

ths) 25 -
20

15
~

tr

10
1998 1999 2000 2001 2002

-+-JPO 19 19 21 22 24
___ EPO 19 20 21 21 23

-IJr-USPTO 13 14 14 14 17

Rapid Growth of
~ • M ............~Application

(mon

• Takashi ISHIHARA (Matsushita Electric Industrial Co., Ltd.)
• Masahiko KOROKU (Wako Pure Chemical Industries, Ltd.)
• Koji SATO (FUJITSU LIMITED)
• Masaya SATOYAMA (Eisai Co., Ltd.)
• Tohru HOSAKA (ZEON CORPORATION)
• Tatsuhiro MIYAUCHI (TOSHIBA CORPORATION)
• Eriko WATANABE (IBM Japan Ltd.)
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._--.
•USPTO

r-........
.

Carrrnonlnt_ IInllulNo:lo..

< c-o rc

,,~~11s~ !L.

I~~']w......... .! n "l'i~Fl. ,= ,-
~. IIInspoctlon t' ~........ II 'f

,Jpo ~'-- <; :> - EPO

• Information Restricted to Examiners
Non=patentpriorartreferences;searCfistrategy, .
search history, examination notes produced at the
time of examination and other related information.

_ DOSSi~r.AC~~~S System

•

_i Available I~!~rmation
• Available to General users and Examiners

patent specification, notice of reasons for
rejection, argument, amendments, search results,
patent references as prior art, priority certificate
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Utilization of
_Dossier Acc~~~System

• Analyzing 7 forms of Utilization
. .

Search Result Search in 2nd Exam. Result of Exam. in 2nd
•..•••.. ...... .....

"ofl"Counfry' "" Coiiiifry" "lSf"Coiiiifry'" . 'Country'" .

1 x 0- 0 x
2 0 X

3 X 0
- 0 .c. *1 .

4 0 .c. *1

5 .c. *2 0 X 0

6 0*3 0*3 X 0

7 0*3 0*3 0 .. .c. *1

*1 Only on claims not rejected by search in the 1" country
*2 Only on claims not rejected by search in the 2nd country
*3 Search Work divided between 1"and 2nd country

© PIPA Japanese Group Committee#1 2004 All Rights Reserved. 5

6

-7-:

• Items focused on for Analyzing
• Burdens imposed on Applicants
• Expenses to be paid to the Office and Attorney
• Reliability, validity of patents
• Acceleration of patent prosecution
• Identity of 2nd exam. result with 1st exam. result

--Ol--

© PIPA Japanese Group Committee#1 2004 .All Rights Reserved.

• Form of Utilization <4>
<STEP 1>
Using search and examination results of the 1" country with respect
to claims that can be rejected under the legal system
<STEP 2>
Additional search and examination only on claims which cannot be
rejected with the search and examination results of the I" country

• Remarks
Form of Utilization <4> is ideal!

.... Advantages a.nd Disadvantages
..,to Applicants

" =K:



© PIPA Japanese Group Committee#1 2004 All Rights Reserved. 7

• Acceleration
• Burden of search and examination will be reduced.

• Reliability
• Perfect search will be achieved.

a© PIPA Japanese Group Committee#1 2004 All Rights Reserved.

• Remarks
Form of Utilization <4> is ideal!

• Identity
• Reasons for rejection will beoartially identical.

• Expenses
• Intermediate cost will be reduced due to partial identity of exam. results.
• Procedural and Translation cost will be reduced due to alleviation of IDS.

• Form of Utilization <4>
..Burdens.~1~.!!.H~~!!J. Period~!!I!~rt.!'!.I!~!L ',M • 'MM"

search results. Qf 1st &.2nd country are complemented by each other
Reliability of patent ---> improved .

ExaminatiQns are also complemented by each other

.. Form of Ut~JizatiQn<4>
• Burden

• No need for substantial study in the 2" country with respect to claims
rejected in the 1" country,

• The 1st and ,2nd Countries cite partially same prior arts.
• Duty of Disclosure as IDS will be abolished or alleviated.

Advantages and Disadvantages
..J.tto The Trilate!~IPatentOffices .
• Items focused on for Analyzing

• Burdens of Own Search on the 2nd country
• Period of examination
• Expense ---> a) search, b) use of search! examination results
• Reliability, validity of patents
• Timing of Examination
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© PIPA Japanese Group Committee #1 2004 All Rights Reserved. 9

(4) Accuracy of Machine Translation

Issues to be solved

-+ However!
Face up to the current examination situation.

• There are many problems to be solved
within the Trilateral Patent Offices,
to actually implement this form of
utilization.

(1) Timing of search/examination

(2) Differences in Examination Guidelines and Legal
System

(3) Clarification of Examination Results

•

-' For the Idweal Operation

.- Conclusio_~wf?fUtilization

• Form of utilaization <4> is the ideal form
.............Jrom.Applicant~;.a[ldIr:jJa_tgr:~teatgntQfflcg, ..
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.:!i FortheIde~~ Operation
• Difference in Examination Guidelines and

Legal System
Ex. Novelty(Hilmer Doctrlne.s.etc.), Inventive

Step, IDSmetc.

-Solution-
1. Training Search Staff and Examiners

ec",,"" 'co"~"~"~,"~ "'+""2; Harmonization of Examination Guidelines and ",.,.
Legal System

,

11© PIPA Japanese Group Committee#1 2004 All Rights Reserved.

... For the Ideal OpE!ration

• Time lag of search

Example File <9-
<9-



.- Forthe Ideal Operation
• Clarification of Examination Results

• There are some office actions in which the
.examiner's iiifeiifioii cifiiiiofl5ei.indersfoOd··············

JIlP
Difficulty for Foreign Examiner to use the result

-Solution-
Unite each office action forms and how to describe office
action

Ex. Uniform format for Office Actions & Individual Items

© PIPAJapanese Group COmmittee #1 2004· All Rights Reserved. 13

• For the Ide!!~Operation.
• Machine Translation

1. Accuracy of Translation
Inaccurate Translation mislead the Foreign
Examiner

2. No Translation Function in any other language
(French, German etc.)

-Solution-
-Wish Trilateral Patent Offices to Develop
a New Machine Translation System

(High Accuracy and other language)

© PIPA Japanese Group Committee #1 2004 All Rights Reserved. 14



.. For the Ideal Operation

• SUMMARY

1. Timing of search/examination
'Construct a New System of Request for Examination

2. Differences in Examination Guidelines and Legal
System
'Train a Search Staff and Examiners & Harmonization

3. Clarification of Examination Results
•Uniform format for Office Actions and Individual Item

4. Accuracy of Machine Translation
•Enhance Quality of Translation & Other Languages

e PIPA Japanese Group Conunitlce#1 2004 All Rights Reserved. 15

... ~~~~~~~~IateralPatent Offi~s .
from the Applicants

USPTO:
- Request to Alleviate Obligation to file as IDS

EPO:
- Request to Add English Translation Function for

""""c""""" """c """""cc"""c , c,,' " " ~!l",!:I:",!,g,l"i,~~",~~f~.r~,I1C:,~~cc,"

JPO:
- Request for Free Inspection of File wrappers

Trilateral Patent Offices:
- Request to Reduce Application Fees

© PIPA Japanese Group Committee#1 2004 All Rights Reserved. 16
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FRANKlIN PIERCE
LAW CENTER LIBRARY

CONCORD, N.H.

.---•. ~.
We hope that this presentation will be

············usefufinyourIPpracticen··· ..

Thank you!!!
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A World Leader in TFT·LCD

1

....
S5w HD LCDrv

• Cl3.PH1Ul'S

~

•

o TFT·LCDs are Thin Film Transistor liquid Crystal Displays,
like those found in Notebook PC's (NBPC).

o LG.Phllips LCD is a joint venture between LG Electronics and Royal Philips
Electronics, with headquarters in Seoul, South Korea.

o LG.Phlllps LCD Is world # 1 In LCD monitor modules, #2 in Notebook PCs
and aspires to lead in LCD TV modules.

Galeway &!m , Mil!l!: APRI.t" LGE
15.7" Notebook PC 15 2~ WId!!NptebGok pc QuallS.D" MonItor n~ WId!! CInema plsplay 29.0" WIde LCDTV

a',.,··~". .•..• 'r~~~" -':";&;-i;"
}i':0~,-\ri~~?1 sr: "ii~~,~;,
""""'-,'" ,"-.-."

-=';.,==-,&,

~.---.-----'---
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.. Subsidiary

~ Branch Office

TFT Fab 4, 5, 6

a
~ ./J

HQ ,,"'" F r.
{KOre~ . "",,-.: ~!.~~~LGI'~

"':-TFT Fab 7 under
onstructlon

Vision

Goal

Shared
Value

Core
Competence

..- Corporate Statements & Philosophy

-._I .•~~ Locations and Facilities
~ Labs, Fabs, and offices

J1
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4. No offensive licensing activities(Licensees' view only)

r@

3

•

r@
R&D Organization

3. Limited database system(Focused on storing data).
(Data managing only not information managing)

2. Maintain all patents for their whole lives.
(Maintenance fee was cumulative)

Past patent policy trend

1. Filing more patent applications.
(Volume competition was a boom in a short time period)
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3. Build-up a defensive technology wall by generating
valuable inventions on core biz area.

4. Mutual win-win licensing activities(Licensing can be a tool
for biz creation).

2. Maintain only high potential patents to balance the budget
Effectively(Eliminate unused patents).

1. Generate more valuable patents through direct inventor
meetings.

3. Establish an effective data base related to business
Criteria(Data can be used asvaluable biz information).

_ Corporate IP Policy

File mostof our key patent applications in foreign countries
where our technology market grows

Value creation basis

..M.. Management(-=.C.::.;ur-=-re::..;.n::..:.t..::;&.:....Fu.::.;t:.::u:...:re....1------­

Current & Future patent policy trend

1. Filing more valuable patent applications by screening
Inventions technically and strategically.

,"'co" ,"'co co"~,"""~"~"~,,"~,',"~"~CO ,"~'co' ., 2.,."Strengthening"invention,capturinq.process.hy.focuslnq",'" ,.
on key projects.
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Managing high potential patents and monitoring potential
Licensing candidates

Value protection basis

1. Generate valuable added patents through patent
claim discussion togetherwith patent attorneys or agents.

2. Strengthening invention screening process by
technology training.

3. Periodic patents filtering process to maintain high
potential patents(Abandoning old fashioned technology).

• :r;

@

Integration of bizstrategy into licensing policy to establish
a win-win licensing result both for licensees and licensors
Value extraction basis

1. Periodic evaluation on the registered patents to
maintain strong patent Portfolio(In-depth analysis
can be executed if necessary).

2. Open door policy for taking licensing opportunities to
potential candidates.

3. Long-term biz relationship would be preferable for
making win-win licensing result.

o l(LPHlUPS LCD

5



_ Corporate IP Policy

Special concern on Chinese marketdue to therapid growth
Of economic situation and market in LCD area
Extra concern on China

1. Increase the number of patent applications as other
developed countries such as U.S. and Japan.

2. Establish an effective patent prosecution .
system(Currently language barrier is serious, how to
communicate).

3. Training Chinese experts who can handle Chinese
cases effectively

6
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PIERCE I LAW

THE ROLE AND VALUE OF TRADESECRETS IN
IP MANAGEMENT STRATEGIES

2
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PIERCE ~ LAW

35TH PIPA CONGRESS
TOYAMA, JAPAN
OCTOBER 20, 2004

ROLE AND VALUE OF TRADE SECRETS
IN

IP MANAGEMENT STRATEGIES

David Rines Professor of Intellectnal Property Law &
Indnstrial Innovation

Director, Kenneth J. Germeshausen Center for the Law
of Innovation & Entrepreneurship

Franklin Pierce Law Center
Two White Street, Concord, NH 0301 USA

Overview
I. Introduction: Integration oflPRs
II. Importance of TradeSecrets
m. The Patent/Trade Secret Interface
IV. The Patent/Trade Secret Complementariness
V. The Best Mode Requirement
VI. Exemplary Trade Secret Cases

VII. Conclusion



I. INTRODUCTION: INTEGRATION OF IPRS

Prof. Dratler (1991)
· IPRs are now a "seamlessweb"
•Single field of law with much overlap
•SeveralIPRs available for same IP or differentaspectsof same IP
· Not takingadvantage of overlap - malpractice

One IP category- center of gravity
Others are supplementary but very valuable to

· coveradditionalsubject matter
•. strengthen exclusivity
· invokeadditionalremedies in litigation
·standupif primaryIPR becomes invalid

and thus providesynergyand optimize legal protection

Most important management strategy:
exploitingthe overlapbetween patents and trade secrets

PIERCE ~ LAW

IP INTEGRATION CONCEPTS

EXPLOIT THE OVERlAP

DEVELOP A FALL BACK POSmON

CREATE A WEB OF RIGHTS

BUlLD AN IP ESTATE

BUlLD A WALL

BUlLD A RINGFENCE (lodia)

OVERPROTECT

LAY A

for

SYNERGISTIC EFFECT

via

DUAL OR MULTIPLE PROTECTION

PIERCE ~ LAW
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II. THE IMPORTANCEOF TRADE SECRETS

Trade secrets are the "crown jewels" of corperations~
not the "cesspoolof thepatent system."

Mark Halligan and James Pooley proclamations.

Trade secret misappropriation cost W~lt Disney $240 million and
C~rgiU$300 million.

88% of responses in' an IPO Survey indicate trade secrets to be the really
important intellectual assets because patents have limits: patentability
requirements, publication, Invent-around feasibility.

PIERCE ~ LAW
1·1~·\;:~1.1'" l'iH,Cf: 1.,;w Cl,:-,"n~

THE IMPORTANCE OF TRADE SECRETS (cont'd)

Trade secret protection operates without delay and undue cost against the
world' - unlike patents which are territorial and Soexpensive to obtain and
maintain that only very selective foreign filing is done.

Patents are tips of icebergs in an ocean of trade secrets
-Trade secrets cover over 90 %of new technology
-Over 80% of technology licenses cover trade secrets or are

hybrid licenses

Trade Secrets are the "workhorse of tech transfer." (Bob Sherwood).

PIERCE ~ LAW
H: ..\"~I.!r ':f\':'''·,;r~Tk;(
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In technologylicensing "(r)eJated patent rights generally are mentioned late In the
discussion and are perceived to have 'insignificant' value relative to the know­
how." (Michael Ward, Honeywell VP Licensing).

7
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PIERCE I LAW

PIERCE ~ LAW

PATENT/TRADE SECRET INTERFACE (cont'd)

III. PATENT/TRADE SECRET INTERFACE

As a practical matter, licenses under patents without access to associated,
collateral know-how are often not enough,because patents rarely.disclose the
ultimate scaled-up commercial embodiments of products and processes.

elBA·GEIGY examples: Eastman Kodak & DuPont licenses.

"It is common practice in industry to seekand obtain.patents on that part-of a
technology that is amenable to patent protection,while maintaining related
technological data and other information in confidence. Some regard a patent
as little more than an advertisement for the sale of accompanying know-how."
(peter Rosenberg).

"In many cases, particularly in chemical technology,_ the know-how is the most
important part of a technology transfer agreement." (Homer Blair).

"Trade secrets are a component of almost every technology license...(and) can
increase the value or e Ilcense up to 3to 10 times the value of the deal ifoo
trade secrets are involved." (Melvin Jager).



IV. PATENT/TRADE SECRET COMPLEMENTARINESS

The question is not whether to patent or to padlock but rather what to patent and
what to keep a trade secret.

Best policy and strategy is to patent as well as to padlock.

1. In the critical R&D state and before any patents issue, trade secret Jaw
"dovetails" with patent law.

2. Assuming that a development has been enabled and the best mode described,
all coltateral know-how not disclosed; whether or not inventive, can be
retained as a trade secret.

3. All R&D data, including data pertaining to better modes, developed after filing,
again whether or not Inventlve, cab also be protected as trade secrets.

4. With respect to technologically complex developments consisting of many
patentable inventions and volumes of associated know-how, complementary
patenting and secreting is tantamount to having the best of both worlds.
E.g.• GE's industrial diamond technology

• Wyeth's Premarin Process
• "PIZZA HUT Case"

I

9

10PIERCE I LAW
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Supreme Court (Kewanee Oil,1974): perfectly viable alternatives.

Not mutually exclusivebut mutually reinforcing- dovetaiJ,inharmony

's- "Coexisteiicels·weU:estiiblisned;n·(DoiiTliisifiii);············· .

Inextricably intertwined: Most R&D data and coJlateral know-how cannot

and need not be included in patentapplications- grist for trade secrets.

Trade secrets precede, accompany and follow patents.

TomArnold:It's "flat wrong"to assume that "becausethe patent law
requi-res a best mode reqalrementcpatents necessarljy discloseor preempt all
the trade. secrets that are useful in the practice of the invention."

PATENT/TRADE SECRET COMPLEMENTARINESS (cont'd)

PIERCE ~ LAW



VI. EXEMPlARY TRADE SECRET CASES

V. THE BEST MODE REQUIREMENT

.

12PIERCE gLAW

1. GE's exclusive industrialdiamondprocesstechnology
-Holds patents (some expired)and trade secrets
-Refused to grant licenses
·Fast-track GEscientists stoletrade secrets for Far Eastern.Interests
formilJion. dollar payments
-In the end got caught, tried, jailed

The "bestmode"requirementapplies
only to the knowledgeof the inventor,
only at the time of filing and
only to the claimedinvention.

Hence best mode requirementis no impediment, because-
1. Patent applications are filed early in the R&D stage to get the earliest

possible tiling or priority date.
2. The specification normally describes in but a few pages only rudimentary

lab experimentsor prototypes.
3. The best mode for commercial manufactureand use remains to be

developed later.
4. Patent claims tend to be narrow for distance from the prior art.
s~ As shown by case law, manufacturing processdetails are, even if available,

not a part of the statutorily-required best mode disclosureof a patent.

PIERCE ~ LAW 11
H:."."I'L1I< f-lfRCI' U",' (.[NTH

2. Wyeth's exclusivePremarinmanufacturing process
·Has"market'exclusivity'since'1942""'­
-Patents expireddecadesago
·Closely guards its trade secrets
-Natural Biologiesstole these trade secrets
-wyetb sued, got sweepinginjunction



The foregoing discussion and cases show the importance and value of trade secrets
and the merits of marrying patents and trade secrets to exploit the overlap and
thereby secure invulnerable exclusivity - "one can have the cake and eat it."

I

EXEMPLARY TRADE SECRET CASES (cont'd)

3. Pizza Hut case

-Pizza,Uut supplier,G&F,Packing"invented and 'patented'a"
manufacturing process for pizza sausage toppings and kept
improvements secret

-Pizza Hut misappropriated trade secrets and got sued

-Court decision:

1) patents are invalid on on-sale bar grounds

(on Summary Jndgment)

2) trade secrets are enforceable and Pizza Hnt had to pay

$10.9 million (after trial)

PIERCE ~ LAW
[·r.~;-'''UN 1-1 '1<." It,\-\.' t.l,~'nB

vn. CONCLUSION

GOSE1CHO ARlGATO GOZAIMASIDTA.

Karl F. Jorda

David Rines Professor of IP Law and Industrial Innovation

Director, Kenneth J. Germeshausen Center for the

Law of Innovation and Entrepreneurship

Franklin Pierce Law, Concord, NH, USA

PIERCE I LAW
",;...,~~lIr ,'H,J,,:r, ',h' ':l'~"li',t
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I Japanese Group Committee #l,WG#l

Patent and Utilities Model
Applications filed in China
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[J Patent

[J Utility Model- - -
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Intellectual Property
Management of Foreign
Owned Companies in China
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Hiroshi KON (Mitsubishl Rayon Co., Ltd.)
Mitsuo TAKAHASHI (Sumitomo Electric Industries, Lid.)
Akitoshi NAKAKIMURA (Toray Intellectual Property Center,L1d.)
Yoshinari MURAKAMI (Oki Electric Industry ce., Lid.)

Tomoaki MORIOKA (ToyotQCentral R&D Labs., Inc.)
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.Wholly foreign­
·owried·enterprise

R&D Center

Contents

Foreign Capital R&D Center

Equity joint venture
enterprise

2. Handling of Service Invention
(1) Definition of Service Invention
(2) Attribution of Service Invention

3.Handling of Know-How/Trade Secret
(1) Risk in case that Application is Not filed
(2) Strict secrecy control
(3) Concrete Measures to keep secret 4

C90perative joint
venture enterpr"



1. Invention-Creation made in China

(1) Attribution of Right of R&D Outcome

There is no explanation for attribution.
..... ;+4···;···········~··~~-_······- ····I···~·········_·~······(according·tcr"eirclJlarforR&:El·eenter·Establishment··)··,······· __······~~···

R&D outcomes belong directly to the head
office of CJ foreign capital enterprise.

jJ.
various profits to a foreign capital enterprise.
(no restriction by technology transfer
contract or technology export contract etc.)

(1-1) Method for determining attribution

1. Defining it in an application for
establishment of an R&D center

.

~ approval of the examination authority is
required. .

~Defining it with respect to each project
after establishment of an R&D center

~ approval of the examination authority
is NOT required.

6



(2)First filing application in China

Article20.

1. Where any Chinese entity or individual
intends to file an application in a foreign
country for a patent for invention-creation
made in China, it or he shall file first an
application for patent with the patent
administration department under the State
Council, ......

7

However' ••

It is conceivable to first file in the
home country of the foreign
capital enterprise, regardless of .
the provision of Article 20:

~~.....•.•.."-_."~"._---~-- ._._~ . . . .. ../

/ .

8



Filing Application for invention made in China

• Any law which supercedes the "Circular for R&D
Center Establishment" has to be followed.

• Attention to application of the "Regulations on
Technology Import and Export Administration" is
required.

• There are unclear points as to interpretations of the
regulations.

• Attention is required to the risk that it is subject to
penalty of the regulations.

• It is necessary to prepare a contract with no
omissions with regard to any of various cases of
attribution of rights.

File

Home
country
~

nder
le20

Any lawwhich
supercedes the
"Circular for R&D

Center Establishment"

SIPO

China

10



2. Handling of Service Invention
1) Definition of Service Invention

-invention made by a person in '\

execution of the tosks of the entity to
which he belongs

. -invention made by him mainly by
using the material and technical
means of the entity ./

Scope of > Scope of
Service invention Service invention

in China in Japan 11

2) Attribution of Service Invention
-Service invention q the entity
-Non-service invention the inventor

"invention made by him mainly by
using the material and technical
means of the entity"

....~~~~ ~~_..~.-~ ~wheth~er·th~e~requirem·entuf·"malnly"·~~

is fulfilled or not
q it should be determined as set by

the contract 12



3) Award

-Giving award to an inventor should be
set up in the following cases

~~"t~'~wherra"fjatEHlt"CJppUcoticrr"isfileCl-for-'"~"~"~---"~~-~~""~

an invention of an employee (with
no duty)

ii. when an application is granted
iii.when a Chinese company obtains

profit by the patent

13

3.Handling of Know-How/Trade Secret

Invention Patent Application

In case where
- it is difficult to discover infringement.

(ex. detailed content of a manufacturing method)
- disclosure would surely invite imitations.

[Know-How I Trade Secret]

14



fa) A third party files an application for the
same technology.

Assert a prior user's right

(b) Another person possesses a similar
know-how and he initiate a lawsuit.

Assert an independent development

(c) An employee takes a trade secret out
of the enterprise improperly.

strict secrecy control 15

(2) Strict secrecy control

Trade Secret which is Protected by
Law Against Unfair Competition

(a) It is confidential information.

(b) It has an economic value.
"~_.",,,-,~-,..,.,.~,._ ..~, ,.-~, ..~, ~_.'_"_" ,.,._.•,.~.,~,._,.-.-.,-,~-~._-~, -.- _.,..-·I··,·····~·· ,..... .~........ , 'f!:''',.,

(c) It has practicality.

(d) Measures to keep secret are taken.
16



(3) Concrete Measures to keep secret

It is necessary that it be recognized that it
~&H~-----------~-~-~-I-~wa~c-onfidentiol-intormatio-n-ubte"ctively;--~-'------------------~

- enter into a non-disclosure agreement
- implementation of confidentiality

management rules
- education of employees
_-__m_a_n_a_g_e_m__e_n_t_o_f_c_o_n_fi_d_e_n_ti_a_l_d_o_c__u_m_e_~nt~

17

Detailed Requirement for
management of confidential documents

Examples:
• Confidential documents and public documents are

managed separately.
• A confidentiality manager is appointed.
• A depository of confidential documents is locked, and

management of the key is controlled strictly.
• Identification with labels such as

"CONFIDENTIAL" r "FOR INTERNAL USE ONLY".
• A password is set in a personal computer.
• Disposal is carried out by shredder processing, melting,

and destruction.
18



Summary

(a)Enter into individual specific
contracts with employees.(about
Attribution of right etc.)

(b)Define the amount of remuneration
as concretely as possible.

(c)Take strict measures to keep secret
19

We hope that this presentation will serve as
a guide for enterprises making a foray into
China and carrying out R&D activities there.

Thank you!

20



OVERVIEW OF CHINESE
PATENT LAW

35th PIPA INTERNATIONAL CONGRESS
Toyama, Japan

October 19-22, 2004

Soonhee lang
Eli Lilly and Company

lon Wood
EastmanChel'rlicCiI. c:ompany

Bonan Lin
Zhongzi Law Office

Why China NOW?

);> phil1abE!c:antli!'tile world~s_nlJlTlberone foreign direct investment
c:ll!:stin_ationCl~rClt:ting-more than -US.$52 billion and surpassing
even the U.S. in 2002

};> Il'1surge.tlcE! ofil1tel'E!sti~sec:uril1gIP rights is ,motivated_by the
rapiclgr0Wth.()f the <China market and increased-peer pressure
frcmeompetltorsIn the industry to "enter the China market

» Increasing numbers of multinationals are relocating their
producuon and R&D centers to China

China IP protectton and -enforcement have become increasingly
.s:,critical to the success.of many companies' -global business

;~'" -
~ Outbreak of ~~RSl1as irispired more foreign pharmaceutical

companies, 'heath care' providers and biotech funds to invest in
China

!~t'F
~ '01:.

..-:-";,-,,,:;-'-;" 2



History of Development of
Chinese Patent Law

1911 - Provisional Rules of the Encouragement of Arts and Crafts

1950 - Provisional Regulations on the Pratection·of the Invention
Rigl1t and tl1~PatentRigl1t

1963 - Promulgated regulations and subsequent enabling rules

1966 to 1976 - Cultural Revolution completely eliminated tile
private sector.and the concept of private ownershipt even
smau awards and incentives

1!!c78 to 1983 - Experimental phase of privatization
'/,
Early 1980s - "Open Door" pOlicy

1984 , P1>tent Law of the People's Republic ofChina (tile "Patent
'''~T~iW''):largerprivate enterprise were emerging

3

History of Development of
Chinese Patent Law (cont'dl

1992 -Deng XiaoPing declared the transformation of Cl1ina into a
"market economy-based ri3gime"

1992- 1st Amendment to tile Patent Law; introduced laws of
Copyright and Computer Software

after treats of sanctions by the usrrads ~ep.,Chi_rl~~greed_to

revamp its IP protection and signed a- MOUon the protection of IP
with the US, China's patent law Wasthen amended and
implementing regulations were adopted

20.00 - 2nd Amendm",nt to the Patent Law in anticipation of China's
accession to the WTOi became effective on July 1, 2001 .

- President Jiang Zemin at the Communist Party's 16'h
Congress in Beijing called for a breakthrough in China's
reform to protect private ownership and treat private form

"""'ilJ'd state owned enterprises (SOE) equally
f>'



Major Hurdles in Establishing
IP Rights in China

~ cultura! differences and traditional Chinese concept
.~ .·'1·· ··~~~····························I···I······~of.intelleGtual·GFeation.and,.pFoteGtion.ar~major,.""""", •.., ~.~

challenges

~ Confucian idealism deeply emphasized the good of
soc:iety over the pursuit of individual reward

~ Kn())I\Iledgecan not be owned/controlled/used as a
toot for profits

Knowledge mustbe made public and duplicated

Copy.ing Was practiced widely encouraged by
I!I'lP~rialrulers.and it did not have the negative

. E()rinbtation as in the West

5

Trade Secrete has been the only form of IP proteCtion

- keep it in the family for medicine and food business

~ The purpose of enacting laws was to maintain social
order rather than to protect creativity to instill economic
interests

Major.HLlrdlesin Establishing
IPRights.in China (cont'dl

6

~ ImperialChina opposed to the private appropriation of
ideas because Jaw was enacted to control how and what
kind of knowledge should be disseminated to the society

~ Protection of the purity of knowledge was the primary
concern, not the author's right or right for profit



The 1984 Patent Act
" NPC adopted China's first Patent l.aw on March 12, 1984;

became effect on March 1, 1985

" Promulgated the Regulations on Implementing the
Patent Law on January 19, 1985

" Objective of the Act (Chapter 1, Article 1):
to encourage creation and invention and dissemination.·of·new
creation and invention; eventually, achieving science
developrnentand fulfilling ttle nee(j of socialist modernization

Exclusive rights to inventors who first file for
new inventions {novel,. creative and -prCictical)
practical new models; -Clnd
design patents

P:'\~t term: 15 yrs; UM or design: 5 yrs

7

The 1984 Patent Act
) Anv.'.invention .that contatns illegal, irill'11oral,.andanti-public

interest subject matte not eligible for a patent

) !icientificdi~co,,~ri~si -rules and methClcfs,Cl.frnel1tal. aetivitiE!5i
methods fen the diagnosis or f()rthe'treatmel1tofdiseasesifood,
beverages and Jlavoringsi 'phCirmactautical<product5-and
sUlJstances-obtainedby_mean~_ofacheR1ic:alprocess; animal and
plal'1tvarietie~i.andsubstancesobtalned by' means of nuctear
transformation not patentable (Art. 2:5)

~ No individual or state run business should suppress anyinventio,n

" Insti~ution or the companyis the patent right holder when the
inventor works for an institution or company

",," CompUlsory licensing in extraordinary circumstances or for the
.•.•;":.benefit.oMhe.public.intere$t··~·",,···~····· .'.••_ ••_.,~,_..~••~••.•. ~··I·"···,,,·,·,····"······'··"·"'······"Wif·""·'

Chinese citizens can not apply for a ,patent in any foreign
countries without permission from the State Council

FQ;:,it~firms/indiVidualsmust file patent application through a
""':.,",e,signated patent agent

B



Impo.rtant Reforms of
1992 Amendments

~ First Amendment, 9j4j1992; Effective date, 1j1j1993
'_'"~"~~~'~ .".,,,-,,,~._ _ "'.~·cW-o".~~""'''~.~.''''"~'._''_'''~~'''"'oo",.,.._,." ...,.-'-o~;.",_''''.'","''.~''''"~'_'''~0e''''~ .. ""'~"''',~_''''''~ '"'''_'._~''''' ",,,._,.'_.,.,,~'I_" , _ ·I,,_""~"".'_"_·'.""_~""·~~'V_'~""'~"'~'_"M'"~"'~"'~

9

~ Expanded the technological fields of patent protection to
include pharmaceutical products, food, beverages,
flavoring and substances obtained via a chemical process

~ Patent term for inventions from 15 to 20 years

~ Pat!!nt term for UM and designs from 5 to 10 years

>. Narrowed the grounds under which a compulsory license
.~.r may be granted

Replaced the pre-grant opposition procedure with a post­
gr~t revocation procedure (shortened the patent
ap'p,:pval process)

Second Amendment to the
Patent Law, 2000

~ Approved on August 25, 2000 by NPC

~ Effective date: July 1, 2001

~ Purposes of Revision:
• Accommodation of the socialist market economy

• Strengthening the protection of patent rights

Simplification and acceleration of patent approval

• Harmonizing China's patent law with international
standards and treaties

! "3~o'f'i
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Second Amendment to the
Patent Law, 2000

Major Changes were made in the area of:

". Administrative and New Judicial Protection

". Application Procedure

". Enforcement Procedure (streamlined)

11

Second Amendment to the
Patent Law, 2000

» Offer for sale constitutes infringement of patent (Article 11)

). Foreignapplicant:should-submita prierertsearch report upon
request for exam only when required by the sIPO (Article 3(5)

» Stricter standard for compulsorvllcense (Articles 50, 52 and 55)
Must involve an important technical advance of considerable economic
significance
Granted by SIPO upon request by the later patentee
Patentee will. be notified of the-declslon;-CL will specify the geographic
ereayttme
Patentee can appeal to the court within 3 months from the receipt of
notification

~~"""eee_e~~n~"~n~"e,. '~'c"·nSiandardfor deter';;iniiiii"Iiiirrngemeiitda';;ageS~(ArticielfoT-···ee.~eln , ." " n".e~, ,~,•••n,••n,~nnn.en.~,*.~,••

Patentee's loss/infringer's profit Of, reasonable royalty

,;> p,-r,e~~qit and post-suit preHrninary injunction and property
p"eslo'vation orders (Article (51)

12



Second Amendment to the
Patent >Lawl. 2000

};> Np fault system: use/sale of an infringement product without prior
knowledge col1stitutes inf~ingement (Article 63)

~,e,41~~oe_~_,ee~_~e"e,e""""~ee"e"e,"I"-I"~~"~""Cla~ifienh'fdefinitiOl'n)r~mjilijYYnent"IIiVelitil>ll7ijWIi1!j'1lI'irlni!lht"-'""'""~"ee"""""""--,~_"'_e"_,
Employer invention if made by.ushig employer· material and technology
Thetightto'applyforpatel1t belongs to the employer
If employment agreement states otherwise, .such agreement controls

);0 Abolish'ectPatentrev()c:ationprocedLJreand consolidated with
invalidation procedure (Articles 45 & 46)

>patehflUM:Jl:ldicialre"ie\'vof invalidaticm decision by the Patent
/,>' Re-examinationBoa~d(theBf)a~d) available

~~"' Bu~den of P~oof(Article57l(simila~to 35, U.S.C.A.295)
Alleged Infringer has burdenofprovir'1g that-the process used in the
manufacture of its prodi.id is different from the patented process

I

/L~Jj
~'-r/

Patents
}> File Patents with SIPO

./ If foreign priority is not relied upon, patent
applications may be filed in a regional office

14

}> Types of Patents
./ Inventions

• 20 Yearllfrom filing
• Substantive Examination

./ Utility Models

./ Design
• 10 Yea~sf~om filing for both Utility Models and

Design Patents

• Reg istration



Patent Filing Statistics

}> 252,631 Patent Applications filed in 2002
(24.1% increase)

• 80,232 Invention (26.9% increase)

• 93,139 Utility Model (16.85 increase)

• 79,722 Design (30.70/ 0 increase)

308,487 Patent Applications filed in 2003

• 105,318 Invention

15

Patent Filing Statistics

}> In 2002, 85.95% of Invention Applications
were filed by foreign applicants

}> In 2002, 80.65% of Utility Model and
Design Patent Applications filed were filed
by:domestic applicants

16



Patent Examination

» Firstto File

» Invalidation
• Post Grant Examination
• Patent Re-examination Board
• Appealable to the People's Court

» Patentability

~~~ ~__JII~.Y~!!l__~ "~~_"_"~"_"""~~"_ "~~""._"""_""""" ~~"_~~"~""""_""~_"~, _""~" __"_~m~""~.""
• Inventive Step
• Practical Applicability

17

Practical Ti~
» Strict Working Example and Data Requirements

• Especially in Chemical and Pharmaceutical Arts

» New Examiners
• Examiner may be flexible - Be persistent!
• Don't give up too easily

» E)(aminers are discouraged from issuing final
rejections

• Examiners are reluctant to give a final rejection

1.



Practical Ti~

:» Consider a filing both a utility model and an
invention patent appllcatlon

• Both a utility model and an invention
patent may not coexist

• ,Utility model not substantively examined

• Must elect inventionapplicatic)O or it will be
withdrawn .

19

Highlights of Achievements in
Patent System

» china entered WTO in November 2001

» China is in the transitional period to meet all the
obligations mandated by the TRIPS Agreement by 2005
(Articles 65& 66)

» China has the shortest history of providing IP protection
among developing countries, but achieved most
sig'!ificant improvement

20

Chin;! is continually working to improve the overall
pj;Q~~ctionof IP through judicial reform, strengthening
.enforcement of IPR and improving Patent system

'~:<'''G}~;%fu,;:
---"'~~--------------",-J

Chinese patent system is now considered as one of most
~, ..,... ~~, __.._~ ","::,.advanC::ed.system.among.the..!!developing2.countries''~-~ ·~,-I,·-,..·,..,-·,....-,····..,..··,"_·"''',,.._·kS'·--,,·



Acceded to Major Int'l Treaties
-WIPO Convention "(1980)

-Paris Convention for the Protection of Industrial Property (1985)

-Madrid Agreement on International Trademark Registration (1989)

""::vilils111ifgfon"ji-eiificli17J:i:rTnRespecrol1:iiregriiteiJ1;;FciiirsYi§8!ir~"~~-""V"~'.~-'-'I~m'~,~~",~-,.,~,~~='_'"~~~_R',"'~V."~_

-Bet'iiConvention for meProtection ofLiterary/Artistic Works (1992)

-Universal Copyright Convention (1992)

"'Conventionlor,the,ProtedionofProducers.of Phonograins against UnaiJthorized
Duplication of their Phonograms (1993)

-Patent CfloperationTreaty(PCT){1994)

-fif(e AgreeltlentConcernlngthe 'Int'/ Classlflcat!onofGoods and Services (1994)

,f'LjfiJdapest TreatY0n'th"t!D'epositiifMicro-arganisms (1995)
\/

'",Locarna AgreetrieiitEstabJishing an Int'/Classificatian far Industrial Designs
(1996)

-Strasbau~f1AgreementaIlInt'IPatentClassification ( 1997)

~i"t'rt:i#rlij'fo,.theprotectianafNewVarietiesaf Plants (1998)
·y'F? -- --- - -- -- ---- - -- -- - --- - --

Mmor IP Laws in China
CPatent Law (1984; amended in 1992 and 2000)

-CopyrightLalN(1991, revised in 2001)

-Trademark Law (1982; amended in 1993, 2001)

-Anti-unfair Competition Law (1993)

-Measures tor the Registration of Computer Software
(~992, revised in 2002)

-Unified Contract Law (1999)

-Regulations on Import and Export Technology
Administration (1985, 1988 and 1996: all repealed,
new regulations implemented in 2002)

--"j~~t,)

22



Mmor IP Laws in China (Cont'd}

-Regulations on the Protection of Layout Designs of
Integrated Circuits (2001)

-Regulations on the Protection ofNew Varieties ofPlants
(1997)

-Provisions regarding Admissibility ofEvidence in Civil
Cases (issued by Supreme People's Court on April 1,
2002)

-Revi~edProduct Quality Law (2000)

~-RegulationsGoverning Customs Protection of Intellectual
3' Property Rights (1995)

-General Principles of Civil Law 1987: Articles 94-97 and
117-134 '

-i;;'(lIal Law 1997: Articles 213-220

Questions?

Thank You!



Investigation for mistranslation of

"_;_~J=."~ ~_~~_~__~N_~ ~ N_~ __I_N~N"~_~N_~~~~- -. .fhe.Chfnese.application,__ ~__NN~_~NN~tN~NNN~N"NN~NN~ N" ~ N_

Japanese Group Committee #1

Akinori ISIDNO (Sharp Corporation. )
MasakazuICHIKAWA (Sumitomo Chemical Co,Ltd.)
Kenrou DATE (Mitsubishi Electric Corp.)
Akio YATSU (Hitachi, Ltd.)

Contents
• INTRODUCTION:

• COMPREHENSION:
Current Status of Chinese Patent
Applications of Japanese Firms & Chinese
Attorney's way of handling based on survey

• ANALYSIS:
Analysis of the survey & Chinese law

• CONCLUSION:
Suggestion on effective measure
to reduce translation

2



INTRODUCTION

Chinese market

Enforceable
IP right

Chinese
domestic
companies

Other
country
companies

• Obtaining enforceable IP right
= IMPORTANT

3

••

••

Japanese
companies

Barrier of
r;c-----, mistranslation

INTRODUCTION

~,~,~~~~~._,~"~"-,~,-,,~~~~~, .~w'lo'~rediice'iiiiSlraiislatlonT'~~'~"-'~"

- Suggestion of effective measure
based on analysis of survey-

4



COMPREHENSION

ii Survey on Japanese PIPA companies
"" and Chinese Attorneys

~"":;;;jj_~__"_""__"_""~"_~",, ,,~.,,.~,,,," .•,,I,,,,·.w__.•~.••.,.,_~~._••.,_~.•_.~._..~_"w"._""."_."_"_"•.._.,,c••~,••_.~."".~."._""~~.•~".~.+""".,,_.•.. _.,,__w .•.~_~

Items:
• Base Specification to be Translated
- Who to entrust with the Task of Translation
- How the translated Materials are Checked
- Breakdown of the Natures of Mistranslation
- Causes of Mistranslations
- Measures to Reduce the Occurrence of
Mistranslations

• Requests from Chinese Attorneys
5

COMPREHENSION

Repeated
senlence: 4%

Omission of
sentence: 4%

M"Is-understand of

~fkwranaterm:4~chnical
Omission of~ [»< terms: 27%

term 12% fJ.'~)) ,
MIs-understand ' . <::::::::: p -,sentense: 19% 0 "". :::::::::::::.:....

Values/units:19%

Causes of Mistranslation:
- Answers from Member Companies -

6



COMPREHENSION

Causes of Mistranslation:
- Answers from Member Companies -

Careless ~ Order of Chinese
Mistake '<, / word: 5%
: 10% ", Ambiguousness

Difficult
terms: 20%

7

'ANALYSIS:

Misunderstanding----J' ~_

of Japanese
terms: 20%

Causes of Mistranslation:
- Answers from Member Companies -

Careless Order of Chinese
Mistake ~ word: 5%
: 10% ' Ambiguousness

of original
sentence: 30%Misunderstanding

of technology ___
:15%

.".""",~".,....,.... "-~"""'''''''~-'''-::JiI.'''...' '....---ech

Difficult erm

, technical
terms: 20%

8



ANALYSIS

• Causes of mistranslation are summarized
--~~,+l~-~~-~~-~~-~~~--~~-~----~-I---------follow:ing-three-.key~causes---_--~~-~----__~__~__~ I ~ ~ c~__~ _

(1) Quality of the base specification

(2) Unique trait of Japanese language

(3) Mistranslation of technical term

9

ANALYSIS

• Requests from Chinese Attorneys that
match to three key causes

(1) Make clear a relationship between .
subjects, predicates and objects

[
(2-1) Make sentences as short as possible
(2-2) Don't omit subject
(3-1) Attach English translation to

technical terms
(3-2) Use same language both in claims

and specification (avoid confusing) 10
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ANALYSIS

Amendment to Correct Mistranslation
• Regulations for substantial amendment in law

Very basic principle: No new matter permitted

(i) Reply to requirement in the Office Action
Otherwise, , , ,

(ii) Comply with the provision
of Article 33

Unclear (iii) For a purpose of eliminating a
defect in application documents

(iv) Guaranteed patentability
(v) Consensus with Examiner

ANALYSIS

• Comments on a range of substantial
amendment from Chinese Attorneys

• Unification of terms ••.. OK
• Correction based on drawings .•.. OK
• Obvious mistranslation .... OK (bit risky)

~"'~ ~_,_~_~ . ~~Corn~di!!Il~aSe_d_J)nfactt:es_ultedLestimated~__·1 .--- --~~.·.-·-. ··-··- ·-·~-- ---- -~#it)--· -

from description in the specification. ..?
(Only one Attorney commented OK)

12



ANALYSIS

II According to the comment of Chinese
. Attorney, following amendments are

~"~~~·~~~···~······.··~···········~I···~·····m.•~..••.....~~~~.~.•~.•~.... ~~~~~~'~., '~"~"~7~'~' ••····k~~··~~..·•·••·••••••

probable even after mistranslation
outbreaks within a scope of domestic law

• Obvious errors

• Clarification of ambiguous descriptions
~

13

ANALYSIS

PCT special benefit
"

, • . .
I 3 month \1
I

,
file request notification 1'1 action response

..... for exam .)~ ).... ....,
You can amend
specification based. on
first prior specification

You can amend
specification within
Chinese patent law

14



CONCLUSION

Reduce mistranslation by , , , , ,

• Clear & Definite Description in
Original Specification

• Attach Technical Term list

• Utilization of PCT Applications

• Feedback your findings & knowledge
to corespondent Attorneys in China

CONCLUSION

In case of mistranslation taking place,
you can amend specification within
following scopes in many cases;

• Obvious errors

15
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~*-"""""~~~"--""~"W"WWW""-+-"~-We"hopewthaUhis"pr:esentation-willcser:¥e-as"W--'_W~"_W~W_--_w_w__
.a guide for corporations to help in their
discussions on the issues of Chinese patent
applications and mistranslations.

Thank you
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Appendix

Result of the survey
- Base Specification to be Translated
- Consistency between English and
Japanese specification

- Who to entrust with the Task of
Translation

- How the Translated Materials are
Checked

18



C Base Specification to be Translated

Answers of Member Companies
Either English or Japanese
specification: 11% \ C English

C C specification

..::::::' only: 33%

Japanese

specification

only: 28% 19

Checking outsourced
translation

internally etc:
20%

Base Specification to be Translated

Consistency between English and Japanese specification

cC~~~Cc~C~~ •----~;i=J~,i~i~IIII~p'~oo __ '~~CCCC"CCCC_--~ccc~-~ccc __C_~-jP",C'CC
. thoroughly

20% checked: 60%

20
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Who to entrust with the Task ofTranslation
Answers of Member Companies

Chinese
Voffice: 58%

Member
company: 11%

Howthe Translated Materials are Checked
Answers of Member Companies

No checking:
22%\ Translation

..-:-::::':::': :-::::':-:'.. agency: 28%

------.,
Chinese

office: 17%

22



Causes of Mistranslation

Answers of Member Companies

-Technical terms ("Katakana character, "Kanji"
character having different meaning in China)
-Many sentences having no subjects in Japanese
specification
-Long sentences in Japanese specification
-Misc. (Poor Japanese-Chinese dictionary for
technical term, Insufficient number of Japanese
staffs)

23

24

Measures to Reduce Mistranslations
Answers of Member Companies

-Attach English specification to Japanese one
-Write Japanese specification with short sentence
(with more consciousness of syntactic dependencies

and subjects)
-Utilize PCT application
-Provide Chinese translation based on English

C"""""C"""""""M""M"""""M""~""""~"~"~$pecification"~M_""M""M~' " "M" ~~"MM "M"""""0'~ "~" M " '""""" " "' """ " MM'_"M"" "'M" ~ " M " " I " MM " " ' C" C '~" " " ~"'M~C~''''''"M''''''''
-Put translator name on documents
-Attach Englishterm corresponding to "Katakana"
term
-Provide Japanese-English technical term list



Study of Chinese Intellectual
Property Jointly Owned by a

-cc8c-- .. ~ ~__ ~ I; C~~I!~~~ __UI!..it~nd. __f 0.~.~i9!!J~_0_l!'pa!!}!_,._.. ~ ~.. ._.~

The 35th International Congress in TOYiJma

PIPA Japanese Group Committee No.4
Yui TADA,

Hiroshi HIDAKA, Shoji IKEYA, Takakimi OTANI,
Takeshi HORIKAWA, Katsunori EBATA,

Tatsuya IZUKAWA, Mika NAKAYAMA

Topics Covered

• Jointly Owned Patent Rights
• Important Points in Licensing

• Important Points inAssignment

• Inventor Compensation

2



Jointly Owned Patent Rights

Chinese unit . Local subsidia

InventorA Jointly owned InventorB
patent

3

Licensing

4



Important Points: Licensing

• Licensing shall be onerous.
~"~"". 1i.. plUenrJicensirsliarrl5e sul5mrttecr; wrtlirn""~~~~~~'~-~"~~~"~'"~~~"'"~~-"

three months from the date ofentry into force
of the contract, to the Patent Administration
Department of the State Council.

5

Important Points: Licensing
(cont'd)

• On licensing, whole owners shall be the licensors.

• The license fees for the patent and the ratio of
distribution of the fees shall be determined
according to the each participant's contribution
and shall be reasonably agreed upon bythe
participants.

Chinese unit Local subsidia

Third party 6



Important Points: Licensing
(cont'd)

• Due consideration shall be given to the
Regulations on Technology Import and Export
Administration of People's Republic of China,
whether or not the licensee is a Chinese unit.

Regulations onTechnology Import
and Export Administration of PRe

Chinese unit '" Forei n com an

Third party 7

Assignment

8



Important Points: Assignment

ccccc~~cc~cccc~cccccccccc,c~,cc~~I~,cccc!,cc.Eve!'Ypatent~e~l!Iu~tagc~c~JC?,t,!~c.as~!gDm!nL~,~,cc",,~c~.c~,~~~
of patent rights.

• Where a Chinese unitassigns a patent right
to aforeign unit, the parties shall notonly
enter awritten contract and register it with
the Patent Administration Department of the
State Council but also obtain approval from
the relevant departments of the State Council.

9

Joint Owner's Preferential
Right in Assignment

Chinese unit

\.... Foreign company
~.""'~ ......

._ -.~ .
National
boundary

Jointly owned
patent

10



Special Gratis License for Use

Right to gratis
exercise

Chinese unit

Inventor A Joint
R&D

Local subsidia

Patent X
Inventor B

11

Inventor Compensation

12



Regulations for Other Units

• The regulations for state-owned units regarding the
compensation of inventors serve as guidelines for other

···~""''iil-······-_··-·········-······I·····~units·when·rewarding·their·inventorsc·~-············_··~··l.... ..•.....~._.~ _.

Notes: Regulations for aState-owned Unit
• Upon thegrant of a patent right: The amount of

rewards shall notbe less than 2,000 yuan.
• Upon theexercise of the patented invention by the

patentee: Each year, the unitmust pay the inventor not
less than 2% from the resulting income.

• Upon licensing of the patent: The unit shall pay to the
inventor as remuneration not less than 10%. 13

Inventor Compensation for a
.Jointly Owned Patent

Local subsid'itCh'""'"1111',........ Will. ._.

InventorA Jointly owned Inventor B
patent

Remuneration
Remuneration under in-house

rules,
Exercise the patent Exercise the patent

14



Conclusion

• Handling a jointly owned patent is same as in
other countries.

• A jointly owned patent contract has priority
over other regulations.

• It is important to be conscious of small
details in laws, regulations, guidelines, etc.

l'hank you!

We hope thatthis presentation will serve as a
guide for handling yourjointly owned patents.

15
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~~1'sAl,1EE~CHEN
~i~ Patent Attorneys s AttomfJytatLaw

What a Foreign Applicant
Should Know about Patent Procurement

_.c_~---------~----------------------F------'-'--'~--'"-"-'~-'------~-~"il"l"'ehil"la"'--~"-~~-""-"----""---"~~~--,~""~"-""-"-""'"~---"-

TSAI, LEE & CHEN

by

Thomas Q. T. Tsai

f.~~ TSAI, LEE & CHEN
~~ PatentAttome~ &AttORleys atLaw

Basic People's Cour!

Judicial System in, China

IIntermediate People'sCour!I
t

China Legal System

People's Tribunal

2



z::i~ TSAI, LEE &CHEN
~iJ. Patent Attorneys & Attorneys atLaw

China Legal System can't

Patent Prosecution System in China

~==
I Higher People's Court 01 the Munidpality of Beijing I

i
IFirst Intermediate Peopie's Court 01 the Municipality of Beijing I

i
Patent Reexamination Board

State Intellectual Property Office

3

History of China Patent Law
• Adopted on March 12, 1984

• Entered into force on April 1, 1985

• First amended on September 4, 1992
• Entered into force on January 1, 1993

• Second amended on August 25, 2000
• Entered into force on July 1, 2001

9/4/2002 1{1/1993

4



Categories of Patent Rights

mvennon Utility Model Design
I

Subject I Any newtechnical Any newtechnical Newdesign of the
Matter solution relating to solution relating the shape, the pattern or

a product,a ' shape, the their combination, or
process, or structureor the combination of the

improvement combination, of a color with shape or
thereof product pattern, of a product

PatentTerm I
(from date of 20 years 10 years 10 years

filing)

Examination I Substance I Formality I Formality

5

• Chinese citizens;
• over the age of 18;
• graduates of college departments of sciences

(or with equivalent education) in command of
one foreign language;

• Well-versed in the Patent Law and related
legal knowledge; and

• Scientists or lawyers with 2 or more years of
working experiences.

Patent Attorney Qualification an
Selection

o~_o"+*~o~_~""_~~,,oo~,,~,,o~~~'_~"~_'_I" __ o~"_~_,~,,,~__,_,,,~,,,_,,,~_~_,,,~,_~__~,,~_~~_~~,~_,,_,,~~,_,~,_~ ,~",~~__,o ,~"'~o '._o,__",_o," ",'__~_~~_''',

iii i i

6



ri~~TSAI, LEE &CHEN
~~~~ PatentAttomey$ &Attorneys atLaw

Foreign-related Patent Agency

• MUST go through procedures as stipulated in the
China Patent Law

• Appointed bythe SIPO
• Three licenses are needed to represent foreigners

(1) Patent Agent (Attorney) Qualification
License;

(2) Patent Agent Practicing License; and
(3) Foreign-related Patent Agency License.

7

Ownership of Invention- .
Service invention

8

• The entity has the right to apply for patent.
• Made in the course of performing his own duty;
• Made in execution of any task, otherthan his own

duty, which was entrusted to him by the entity to
which he belongs;

• Made within one year from his resignation,
~~~~~~~~~~~~~~~~~~~_ ~~~~~~~~~~~E~!i~~'!1eIlLor .~!la I}Re~of wQLk.L.lIYher~ the~ ..~_...~I.~.~•.~.._._.~ ~~..~ .~...•~~""•....

invention-creation relates to his own duty or the
other task entrusted to him by the. entity to which
he previously belonged.



Ownership of Invention-Creation
Non-service invention

-------~-.-l'\IbrFsefVice-Ii1v'entiofFcYeation~~'-'-'---'--,--,~--,-~---

• No entity or individual shall prevent the inventoror creator
from filing an application for a patent for a non-service
invention-creation

• The inventor hasthe right to apply for patent, unless he/she
assign the right, or the law otherwise provides.

• There are NO need of Employer's Shop rights
Article 6. An invention-creation, made bya person in execution of

the tasks of the entity to which he belongs, or made by him mainly by
using the material and technical means of the entity isa service
invention-creation.

9

~~ TSAI; LEE & CHEN
~':.i~ Patent Attorney. &Attorneys at. law

Ownership ofInvention
Joint invention

• Invention-creation jointly made by
• two or more entities or indlvlduals, or
• an entity or individual inexecution ,of a commission given to

it or him by another entity or individual

• The right to apply for a patent belongsto
• the entity or individual that made,or
• the entities or individuals that jointly made, the invention­

creation

• Exercise-Publication 1'\10. 28 released by the SIPO
• Any procedure involvingjoint ownershipof a patent

application right shall be exercised by all of the co-owners

10 •



(4~TSAI, LEE &. CHEN
~~.l Patent Attorneys &Attom$ya atLaw

Ownership Disputes

• To prevent malicious intent to abandon the patent or
patent application by the employee-inventor

• Any party in the dispute of the right to apply for a
patent or the patent right, which is pending before
the SIPO or the court, may
• Request the SIPO to suspendthe relevant procedures.
• Bysubmitting a written request to the SIPO
• If no decision on the dispute is madeWithin one year from

the date when the request for suspension is filed, extension
may be requested, or the SIPO shall resume the procedure
on its own initiative.

11

Foreign Filing and Assignment 0

Invention-Creation

• Background
• There are over 600 multinational corporation's

R&D centers in China as of July, 2004.
• Inventions created by Chinese are subject to the

regulations in China
• Imposing extra liabilities for inventions to be used

or transferred entities

12
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Applicant Selection to Comply wit
Foreign Filing Requirement

• Filed by Chinese Subsidiary
• Subject to the First Filing Requirement

• Filed by Foreign Parent Company
• First Filing Requirement not Applicable
• BUT, the assignment is subject to review to the Technology

Import and ExportAdministration Regulations

• Assignment can be accompanied by a general employment
agreement when the Chinese subsidiary is established

• Applicable to Cross-border IP licensing to or from China

~~TSAI, LEE &. CflEN
~§l' Patent AttorneY" &AttorneY" at Law .

Foreign Filing and ASSignment ofthe'
Invention-Creation

ri~';~~··. ','[SAI LEE&. CHEN"c. --" -__ ,,-, ,' ,_, ,'-: __
~iJ. Patent Attorney" & Attorneys at Law

..c:h+l·····_······_·············_··I··_··.··First··Filing Requirementfor'Invention"made-in·ehina··········_··········_····
• Where any Chinese entity or individual intends to file an

application in a foreign country for a patent for invention­
creation made in China

• File first patent application in China
• No waiver for the first foreign filing requirement
• A subsidiary of a foreign company is considered a

Chinese entity
• Violation of theprovisions and resulting in disclosure of

national secrets shall besubject to disciplinary sanction by
the entityto which hebelongs or bythe competent authority
concerned at the higher level. Where a crime is established, the
person concerned shall be prosecuted for his
criminal liability according to the law.

14



1.~~ ••... TSJ\~ LEE $I, CHEN
~~J. Patent Attorney, & Attorneys atLaw

Technology Import and Export
Administration Regulations

• Prohibited Technology: No assignment
• Items marked by ,No exportation:

.... such asAnti-irradiation Technology

•
• Restrictive Technology: Permission obtained from the Ministry of

Commerceand the Ministry of Science and Technology
• Items marked by (), Exportation allowed for hardware and

products: such asContinuous Microwave Sintering Technology
• Items marked by6, Exportation allowed for products: such as

Manufacturing for Fireworks •..

• Non-restrictive Technology:
Free for transferring with recordation

15

r.~51 ·.TSA~ LEE $I, CHEN
~~1. Patent Attomeytl & Attorneys atLaw

Procedures for Recording Technology Exportation
Contract of Non-restrictive Technology

RecordingExportation Contract with
Ministry of Commerce

Contract becomes effective as of the date of execution

~
Submitting thefollowingdocumentsto Ministry of
Commerce:
1. Recordation Applicationof TechnologyExportation
Contract;

. 2. Copy of TechnologyExportation Contract
3. Certifications showingLegalStatus of both parties of

. .
..

~
Issuanceof TechnologyExportation

Contract Recordation Certificate
(within3 days)

16



~~·JSAl, LK~ 8;ClIEN
~t;J Patent Attorney. &ArtQmfJy$ atLaw

Procedures for Requesting Technology Exportation
Permit of Restrictive Technology

-I---'"~"~--""--F:~~~~:iu~=~;~"e-,,"-,-·g-''''~'-"l

•
. 1

Examinationof Request jointly with the

1
Ministry of Science and Technology

•IDecision made with 30 days, I,
• •

Rejected ifTechnology Shall be' Issuance of Letter,of Intention
Refrainedfrorn Exportation Under for Technology Exportation

relevant provisions

•
I Execution ofTechnologyExportation Contract I

17 •
i~~ ... ISM, LEE~ ClIEN
~i~ Patent Attorneys & Attorneys, atLaw

Procedures for Requesting Technology Exportation
Permit of Restrictive Technology (Cont'd)

Execution of Technology ~ortationContract

Submitting the following documents to the Ministry of Commerce:
1. Letter of Intention for TechnologyExportation
2. Copy of Technology Exportation Contract
3.Ust oflnfonnation relevant to-Bxported.Technology
4. Certifications showing Legal Status of both parties of Execution

~

I
Decisionmade with 15 days upon I
examining authenticity of Contract

t
1

]
..

Issuanceof Technology Exportation Permit •

I!';;
Contract becomes effective as of the date of Issuance •••..

Rejection

18



l~i?t . TSAI LEE &CHEN
~ril PatentA~meys. &Attorneys atLaw

Employee Invention-creation's
Remuneration (Domestic Entity Only)

Chapter VI (Rules 74-77) of Implementing Regulations

2::10% of
arter-tax royalties

After Licensing

19

lumpsummay

i!: 2% of the be calculated
after-tax profits
forinvention or
UM :;, 0.2% of the

after-tax profits
fordesign

:;, RMB 2000
(USD250) for
invention

G
G
o

Transfer of Invention:
'" 20% of the net profits

Remuneration for Non-patente
Invention-creation

Law to Promote the Transfer of Technology Results
'Governing non-patented inventions
'To persons providing material contribution

Manufacture: '" 5%, for 3
to 5 consecutive years, of
the profits increased by
the invention

20



Reward of High-tech Relate
Transfer

~-~-~~~-"".RUlesforPfomotin£rTfaflsfer ·ofTechlrologT~ ..,~---~~~--"-~-_.
Results
• Governing science research institutes, advanced

schools, and R&D staff in such

• Rewards
• Same as Lawto Promote the Transferof Technology

Results

• Allowing the ceiling value of an intangible asset,
such asan R&D result to be 35% of the firm's
registered capital.

1!l-f! 21

• First-to-File
• The dateof filing to determine novelty of an

invention
• "Absolute novelty" standard through publication
• "Relative novelty"standard through public use or make

known
• Excluding publicdisclosure on the date of filing
• Priority date takes precedence

• Exceptions with 6-month grace period
• Firstexhibited at an international exhibition sponsored or

recognized by the Chinese government;
• First made publicat a prescribed academic or technological

meeting;
• Disclosed by any persol2y;ithout the consent of the applicant.

Patentability-Novelty

r.i"~~ .• TSAI,LtIE &. ClIEN
~;~ Patent AttomeY$ &Attome)'S att..aw



Patentability-Inventiveness

• When compared with the technology that exists
before the date of filing
• an invention to have

• "prominent" substantive features & "notable" progress
• a utility model to have

• substantive features and progress
• Thus, an invention has higher standard of inventiveness

than that of a utility model

• Invention-creation that can be easily accomplished by
a person have ordinarily in the art based on prior art
before the application for patent is filed lacks
inventiveness

23

~~~~ .. TSAI, LEE &CHEN
~~1. Patent Attorneys & Attorneys atLaw

Patentability-Practical Applicability

24~
... "" ..,.

.:_----~ r.

---- ...

• Any invention or utility model that can be
made or used and produce effective result
• Excludes ideas and those

• cannot be implemented
• against the natural laws
• can only be implement under unique natural conditions
• cannot produceeffective results,it doesnot possess

practical applicability
"""~""""""""~.·~'""""""M"~"" ""~'''''M·"~''·····"·i''·Examined''individuafly·btlt·notbe·compared"with········I···~,,·~··,·~···"·""··"·····~·~··~~.+",.•

an existing invention-creation
First to be examined in the examination procedure



Unpatentable Subject iVlatter (l)
~~,,~+~o~o_o_,,~~__mm_"_"m~m"m_._m_OU_I_"_"·_~m'O_~"lio.mScientificdiscoveries~--m-_m~-m.-.""~""mo.o_""m_O_-_ooo

• Any invention created orinvented by using the
scientific discoveries are still patentable. Machines,
equipments, or substances used to impiement such
methods or treatmentarestill patentabie.

• Rules and methods for mental activities
• Those involving mental activities such as logistiC 1°Aa.:.·~6

thinking, analyzing, and reasoning when reproducing or 2.7"~S721
using an invention.

• Methods for diagnosis or for the treatment of
diseases
• Machines, equipments, or substances used to

implement such methods or treatment are still
patentable.

25 ~" "".8"

Unpatentable Subject Matter (2)

• Animal and plant varietiesII' . Invention that concerns a microorganism may be patented.
..' • New plantvarieties may be protected under the Re,gu.lations on the

Protection of New Plant Varieties enforced on October 1, 1997
• Unbiological methods of reproducing animals, plants, or

microorganic methods arestill patentable.

• Substances obtained by means of nuclear transformation
• Machines, equipments, and devices used to obtain such substances I:!JI.••.' ".'

arestill patentable. ~

• Inventions "contrary to the laws of the State or social morality
or that is detrimental to the public interest"

26



t.i5~ .... TSAI, LEE& CllEN
~~i1. Patent Attome~ &Attorneys atLaw

Software-related Invention-creations

• Computer software is protected underCopyright Law
• Patent protection is available for software-related

inventions that
• Are not merely computer programs designed to carry out or

automate processes that were previously done mentally or
manually

• So long as the purpose of a software-related invention
patent application is to solve "technical problems" by using
"technical means" that reaches "technical results," then the
application may be protected by the patent law

~~~ . TSAI, LEE &CHEN
~iJ. Patent Attorney. &Attorneys atLaw

27

Business Methods

• In view of public policies and economy
impacts

• Generally not allowable

28



~~~ TSAr L.. E.E&.. CHENl! .,
~i.l Patent AttomeYlii &, AttorneY' atLaw

Filing Documents - Due at filing

29
~.
~-

~~;,ij~~~~,~m.~~..~~~.~.m·~~···I~~~~···~T~Specification·~ ..•~,~,~.~...••..~~.~•.•.•~.~•.•••,~..,.~••.~•.~..•..•.•..

• in Simplified Chineseon the filing date
• Reinstatement within 2 months available for PCT national filing

with surcharge

• Particulars
• Inventors' names, address and citizenship

• Foreign Filing Information
• Countryand filing date of the foreign corresponding

application, if any

• Priority Information
• Countryand filing date of the foreign corresponding

application, if priority is claimed

Filing fee

~~ " TSM,LEU CHEN
~tJl Patent Attorney. &Attorneys at. Law

Filing Documents - Due to complete filing

• Certified Copy of Priority Document, if priority
is claimed

• Assignment
• For applications originating from US, assignment

by inventor(s) MUST be dated prior to the date of
filing

• Power of Attorney
• If not submitted at the time of filing, the date of

execution MUST be earlier than the date of filing

~. 30
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~iJ.. Patent Attorney$ &: Attom$y$ atLaw

Specification

• Title, Abstract
• Descriptions of Invention

• Technical Field
• Prior Art
• Functions the invention intends to fulfill
• Solution of invention
• Advantages with respect to prior art
• Description of drawings (if any)
• Description of Best Mode

• Claims
• Generally Jepson's Type
• clearly and concisely describe the matter for which

protection is sought in terms of the technical features
31

r.~i~ TSAI, LEE &CHEN
~~l Patent Attorne:y~ & Attorneys att.ew

32

Prior Art Disclosure Requirement

• At the time of requesting substantive examination
• to furnish pre-filing date reference materials concerning the

invention

• For an application for a patentfor invention that has
been already filed in a foreign country
• the SIPO may ask the applicant to furnish documents

concerning
• any search made for the purpose of examining that application,

or
.""".","" ,~,."tonterrlirlg'thEneSOlts~6fafl9~e51~ljjlf111tI6f1~fff'ade;linh'at'"""·_I~·M'"., ...•~.",••, •.•. ,-" "PI""C:

country
• Ifthe documents are not furnished within the specified time

limit without any justified reason, the application shall be
deemed to have been withdrawn.



Utility Model

r:

-_.',~"._."ww_'Ww""-~._~"~,,www--,,.,I~,~,w"WT'-FormalitywwExaminationwenly"·w-w;'-"W"WW~wWww~w_w,w,,ww_,wlwwwwwwwwWwwwwwwwwwwW"wwww

• Filing an invention as well asa UM patent application
directed to a common inventive concept on the same
day is acceptable
• Maintaining Validity of UM prior to grant of invention patent
• Submitting a statement renouncing the UM patent in

response to the notification by the SIPOduring substantive
examination of invention upon uncovering the UM patent

• Letting the UM patent lapse by non-payment of annuity
upon grant of the invention patent if the SIPO did not
uncover the UM patent or abandoning the UM patent by a
written declaration

~ .. 33
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• Partial designs not acceptable
• Drawings cannotcontained dotted lines

• Shadow lines not acceptable
• Multiple embodiments not acceptable
• Six-directional views are generally required

• Except for the bottom elevational view of the
design not consisting of any creative features of
the design

• A statement stating so be provided in the
specification

Design

w~"
lID



l~i~ TSAI, LEE 1\ CHEN
~~:l Patent Attorneys; &Attorneys atLaw

Claim Amendments

• Invention
• When requesting for substantive examination

• Within the time limit of 3 months after the receipt of the
notification of the SIPO, the application has entered into
substantive examination

• As required by the notification of opinions of the substantive
examination

• Utility Model and Design
• 2 months from the date of filing

• As required by the notification of opinions of the
examination

35

l~i~ TSAI, LEE & CHEN
~i1.· patent Attomttyti& Attorneys atl,.aw

Availability of Examiner Interviews

• Request be made
• After the examiner has issued a first Office

notification
• After or on the day that the applicant submits a

response to the first Office notification

• Granted atthe discretion of the examiner

36



Patent Reexamination

~~""""~W~-.-"patenfReexaminatioIFBoarcl~CPRBr"~"C"~~OOOO~"O""_'O"~~o~~.. OOO~""~O"W

• Within 3 months from the date of receiving
the rejection

• Examination vs. Reexamination Proceeding
• fist instance proceeding vs. second instance

proceeding
• singleo examiner vs. collegial panel
• overall examination vs. content of the rejection

and the petitioner'S assertion

37

~~.... 18;\1, LJi:E& CR~N
~i~ PatentAttorney$ & Attorneys at Law

38

Reexamination Decisions by the PRB

• Withdrawal of the final rejection
• if the petition has merit and is based on sufficient

evidence;
• Provisional withdrawal of the final rejection

• if the amendments assubmitted have overcome
the defects of the original patentapplication; and

• Sustaining the final rejecting
• if the petition is without merit or the amendments

assubmitted cannot overcome the defects of the
original patent application



7.~~ • TSAI, LEE &CHEN
~~1. Patent Attomey$ &Attom,)'$ atLaw

Invalidation Proceeding

• Patent Reexamination Board (PRB)
• Conditions for Accepting Invalidation

Proceeding
• Against a valld patent right.
• For second invalidation, based on different facts

and evidence

• Against a part of a valid patent right

• Fee

39

7.~~ TSAI, LEE & CHEN
~i1.· Patent Attorney!, &Attorneys atI..aW

Examination of Invalidation Proceeding

• On-request examination
• Ex officio investigation
• Resjuciicada
• Adversary proceeding
• Consolidated principle

""~C_O""MMM'~'C" O~~M'O "M""~2"_CoDfid§ntialI!Y'M'M~'c,~_~, ""_'_M'~'M""M"""M'_'M"M'I'"_"'_M_"_'_""""_"'_04""""'
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Invalidation Decisions by the PRB

""-""-~ ~i--Declaring ~fnErpafeIlnignrf6-l5elnvalicFa~nj-"---'~"""-~~"""""---~""""

whole;

• Declaring of a part of the patent right to be
invalid; and

• Sustaining the patent right if the evidence is
without merit.

41

f.~~\\TSAtLEE &CHEN
~!~ Patent Attorneys &.Attorneys atLaw

Effects of an Invalidation Decision

42

• Any patentright that has been declared invalid shall
be deemed to be non-existent ab initio.
• No retroactive effect

• However; if, pursuant to the above provision, making
no repayment to the licensee or the assignee the fee
for the exploitation of the patent orthe price for the
assignment of the invalidated patent right, is
obviously contrary to the principle of equity,
• the patentee or the assignor of the patent right shall repay

the whole or part of the fee



Obviously Contrary to Principle of Equity

• Based on the objective facts, but not reasons
attributed to the patentee

• For example
• A patent right is invalidated shortly following the

fee payment for the exploitation of the patent or
the price for the assignment of the invalidated
patent right, and

• The licensee or the assignee gains no benefits or
only an insignificant amountof benefits overthe
patent right that is obviously incomparabletothe
fee payment.

43

Flowcharts Prosecution Procedures

• Invention patent applications

• UM and Design patent applications

• Reexamination

• Invalidation

44
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Conclusion

~~~-~-~.~"AltI1oagfraDbun~millions-eoTffpateFs~getsola everr-'-~-'---""---~"---'-"

year in China, people don't pay for the software.
Someday they will. And as long as they're going to
steal it, we want them to steal ours. They'll get sort
of addicted, and then we'll somehow figure out how
to collect sometime in the next decade."

-- Bill Gates, Chairman, Microsoft Corp., 1998.

• IP protection in China is continuing to take its shape,
slowly but surely.
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-Focusing on the Consideration of Balance between
liiOejleIident License-
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• Pro-patent policy
• Judicial System Reform
• Refurbishment of patent right exploitation strategy

- Categorization of the patents
- Exploitation of patent pool
- Individual licensing program



Unsolved issues
• Nonparticipation of essential patents holders
• Enforcement of nonparticipating essential

patents holders against patent pool licensees
• Complaints of nonparticipating essential

patents holders against patent pool license
program

• Arbitration decision on grant of non-exclusive
license in public interest (Sec.93)

• Compulsory license VS limitation of private rights
-Patent searches by standards bodies will be needed

-The license conditions in patent pools are determined by
some of the patentees
'::DiffiCUit}7orrile"nfifYing~'exc·ess,vit·enforcem"nronlie·······"··~··~"·+~···········.~····················· ...•...•.•+00 .
right."

-Difficulty of evaluating the values of patents



Before applying the compulsory license, some
improvements are needed in the following
process;

1)the stage of formulating technical standard

and

2)the implementation of the arbitration system

lie Application of the

In the stage of formulating technical standard,

the following proposals could be made;
• Standards bodies should conduct patent search and

determine the essentiality of patents.

• Add "confirmation of intention to participate in the
patent pool" to the patent policy.

• Make clear "reasonable conditions" in the patent
policy.



·---C~ldUioIlS-Jw--tWe-A.J}Il· cation of the

In the implementation of the arbitration system, the
following proposal could be made;
Defining "excessive enforcement of the right." clearly
in view of the following classification of the patentee.

i) Right holder who engaged in the formulation of
technical standard

ii) Right holder who received a request for licensing
under its essential patent

iii) Right holder who came to know that it has
essential patentfs) after the establishment of a patent
pool

-Relation between technical standards and patented
technology has been ambiguous.

•Technical standards in China are divided into
"compulsory standards" and "recommended
standards".

-It is unclear whether patented technologies can be
....adoptecrf;;-technicaFstar\darcfs:····_··~·_~··_-_···_--_··

·However, international standards have already
covered patents issued in China.



·As patented technologies are adopted in technical
standards, standardization process and patentee's
licensing statements should be publicly announced.

·Patented technologies adopted in standards should
be licensed under the RAND basis.

·Patented technologies adopted in standards should
not be monopolistic .

•Adoption of patented technologies in compulsory
standards, may consequently mean compulsory
license. However, solution objects are different.

•

Thank you for your kind attention !!

• It was very valuable opportunity for each of
us, as a corporate legal staff, to discuss the
best way to exploit the essential patents.

• We realized again that there are many to
consider or to be done for the license of
essential patents.
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Introduction
.

I Patent infringement I

i. Strategy for Licensing Negotiations

ii. Legal Actions Available When the Negotiation
Does Not Make Favorable Progress

iii. Points to Note in Concluding a Licensing
Agreement

IPatent licenses to infringer I

iv. Points to Note After Concluding a Licensing
Agreement

3

Strategy for Licensing Negotiations

• Measures to deal with patent infringement

1. Evidence collection

2. Warning
- Decision to send a written warning
- Target recipient of the written warning
- Content of the written warning

3. Negotiation
·~··~··~·····__·_~··~····~·~········ehinese·people'S"sense·ofnegotiation~~~·····_··~·····-···I················~"····"····-········-··I~'"···'"

- Personality-centered business judgments
- Shift to a contract society
- Temperamental difference based on places of origin

4



Legal Actions Available When the Negotiation
Does Not Make Favorable Progress

II Legal Actions for granting a license
1. Overview of the legal actions available in China

cc e.'! .m..•.ce.em~.m~m.em ..•.... e..~..e+...~•...•..e.c·~:Jm:li(;ian16mE:r....•e.. e.e.....~..•..•.~..e.•••eeee~.e.~.~.•..•~••.. ee.•c•.e.,.•e•.e•.•e.c.c•••••..•••e••••.•

- Administrative Route

- Customs Route

2. Suspension of import of products at the customs of the export
destination

3. Selection of actions in individual cases

- Selection of actions outside China

- Selection of actions within China

5

• Points to note in taking legal actions

1. Selection of the local attorney
2. Selection of the place for taking the legal actions

(the issue of jurisdiction/venue)

I - Judicial Route

- Administrative Route

- Customs Route
3. Measures against the suspected infringer's countermeasures

- Judicial Route

- Administrative Route

- Customs Route

4. Other points to consider

- Measures against the mass media

- Measures for consumers and client companies

6



Points to Note in Concluding a Licensing Agreement

• Grant of a patent license and the points to note

1. Basics of a patent licensing agreement

2. Types of licensing agreements

3. Parties to the agreement

4. Scope, period, and covered area of a license

5. Royalty

6. Technology guarantee

7. Infringement of a third party's right

8. Improvements

9. Duty of confidentiality

10. Language

11. Cancellation

12. Applicable law
7

• Grant of a patent license and the points to note

13. Dispute settlement means

- Points to note concerning stipulation on legal
proceedings

- Points to note concerning stipulation on arbitration

- Current situation in China

8



• Know-how licensing agreement and the points to note

1. Basics of a know-how licensing agreement

- Contract law

2. Points to note in concluding a know-how licensing agreement

9

Points to Note After Concluding a Licensing Agreement

• Points to note in recovering debts

1. Recovering debts by using guarantee

2. Recovering debts based on bankruptcy filed by the creditor

3. Recovering debts by using legal means
- Recovering debts by compulsory execution

4. Recovering debts by using a debt recovery company or the
personal relationships of the debtor

• Points to note in preventing alteration of the
figures based on which the royalties will be
calculated

10



Consideration

Since there are hardly any reliable case examples at present
and the accessible information is limited, this report does not
cover all the information that is necessary for formulating
strategies. The lacking information needs to be acquired from
experienced local attorneys at law or from other reliable
sources, and the actual strategy should be formulated through
discussions with.such attorneys at law.
It is hoped that this report will be of help to intellectual property
(IP) staff of companies that are planning to engage in
technology licensing operations in China, when holding
discussions with local attorneys at law.

11



Selected Issues in Licensing
Patents and Know-How in China:
A Comparative Analysis

';'-__'~'~_'->';"""'''~~~~<~'=~'~_M~'':.4.,~.~.;',~~~__~"~~_._"~.,.",,,,,~~.".~",;,.;""""I~_w,_,,",",,~"·~~_~·_",~~~~._.~

Jihui Ni • Philips Intellectual Property & Standards, Beijing, China

James Liu - Philips Intellectual Property.& Standards, Shenzhen, China

RonaldA. Bleeker- Finnegan, Henderson, Farabow, Garrett & Dunner, LLP

Daniel X. Yan - Finnegan, Henderson, Farabow, Garrett & Dunner, LLP

PHILIPS

• Basic Definitions of "Patents" and "Know-How"

• Obligation of Licensor to Indemnify If Licensee is
Liable for Infringement of Third Party Patents

• Ability of Know-How Licensor to Enforce
Confidentiality Clause Against a Former
Employee of the Licensee

II~,I pi 1--- **:
*



and Know-How:
iew

• China - a civil law country; regulations are key source
of law

• Patents well established; more recent recognition &.
protection of know-how

• Trade secrets/know-how
• Anti-Unfair Competition Law

• Know-how vs. confidential business information
• Key characteristic - confidentiality

• Patents
• Patent Law
• Key characteristics - exclusivity, publication

• Other regulations relating to licensing:
• Contract Law
• Foreign Trade Law
• Administration of Technology Imports/Exports

nd Know-How:
ew

• Patents

• U.S. Constitution - Art. I, § 8

• Key characteristics - right to exclude; publication;
statutory term

• Trade secrets/know-how

• Common law of contracts, mainly state law

• Key characteristics - confidentiality; can be lost by
reverse engineering or independent development; no
"prior user rights"

...~....•.Harderto.define.than.•a.. patent=contract.definitions.are_01._ ~.~ ~ ~.~.~ I"'..·.· .
critical
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t .of Third Party Patents
iew

• Technology Imports/Exports Regulations, Article
24 - responsibility of licensor

• Clear obligation in know-how licenses; controversial in
patent licenses

• Ways to limit or narrow licensor's obligation
• Exemption clause under contract law
• Warranty of title
• Defining activity or obligations of licensee

• Relevant laws

• Contract Law, Article 353 - requires licensor to
indemnify "unless the parties have agreed

_o.,:;.,other:wise.~~,,"o.,,",",,,",,~,,e,.~,~_,,, ...._".__,,,,,,,,w':"':"~~_~ ""': '~_~""' ''~''_''N' ''

~fThird Party Patents

• No obligation of licensor to indemnify unless negotiated
• Patent vs, know-how licenses

• Patent licenses - hard to predict licensee's useandactions; unlikely to
includeclause

• Know-how licenses -licensor provides detailed design; clause is more
likely to be induded

• Parts of a typical U~S. indemnification clause:
• No obligation if licensee alterstechnology or makes unrelated use

• "Trigger"
• Defense of the lawsuit:

• Prompt written notice
• Ucensor controls litigation
• Ucensee provides assistance
• Settlements

• Scope of the obligation:
• Out-of-pocket expenses
• No consequential damages

• Royalty off-sets ~
r • cap or limit on exposurelire ""%_"'=0";,,;c.""~"-_~"·.·~n_~_mmm" •·•·••-'·Hm»·_' •• .-- .



Confidentiality Clause
of the Licensee

ew

• Labor Law, Article 22- Employer may require
employee to hold its information in confidence

• Former employee

• Ministry of labor - employer may require employee not to
engage in competitive business for up to 3 years

• licenseemay have an action, but not the licensor

• Require licensee to have employees sign
confidentiality, non-compete; liquidated damages

•*: I•

:,theCOnfidentiality Clause
" '.ofthe Licensee

• Employee agreements requiring confidentiality are
standard

• Former employees
• Non-compete agreements vs. confidentiality

agreements
• Non~compete agreements: limited to "reasonable"

terms
• Confidentiality agreements: strictly enforced

• Common defenses of former employees (very fact­
dependent):

• Information is not a trade secret
"'-~"~"""'..Independent.development,by.new.employer..~,..._,.".,...~
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Licensing Issues

I. Open Source Software (055) issues:
A. Did any of the developers in companies

include open source (OSS) code in their
contribution to the wireless software in the
product. Such code may be identified
when certificates of originality are received
for code contributions from the different
companies:

3

.

Open Source Issues

1) Such code is readily available on the Internet

2) If ass code is incorporated into the product,
then companies cannot charge a fee for the
product; also modifications of the ass code
cannot be made proprietary;

3) Licensees may redistribute for free;

4) The source code must be made available to the
licensee;

~~"~""""~~~~~"~~ "~ ·"5~~lnfie~proaTIcrwiffl"OSScaaEtis"aislribUted:·a ....~ "

royalty-free license under any patents must be
granted.

4
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Open Source Issues--U.S.

B. U.S. Enforcement of Open Source code
~----~~---~-[iceni::fe:~-'-'--' ---, -"-,-,-~-"~-,--,--,--<--,,,,,-,,,,-,--,,----~-,,-I-,,,-~'''-'-,--'<--''--'--'

1) Probably enforceable as a shrinkwrap license
if

i. Written notice of ass license
ii. Right to return if no assent

iii. Fair opportunity to review license

iv. Manifestation of assent to license

5

Open Source Issues-U.S.

2) Issue of standing to sue - since multiple
unknown authors;

3) Damages? - since OSS code is free

4) Injunction possibility?

5) Governing law? Any gap-filling terms in that
law for issues on which license is silent?

6) Did originator of OSS code have the right to
designate it as OSS code?

6
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Open Source Issues--JAPAN

C. Japan Enforcement of Open Source Code
License:

Governing law; depends on a claim
1) Breach of Contract: Place of offer
2) Copyright Infringement: Place of

infringement (but an injunction should be
based on Japanese laws)

If Japanese laws govern;
1) Probably enforceable as a contract

(license) that is accepted when ass is
copied, modified, or redistributed

7

Open Source Issues--JAPAN

2) Possible arguments against the
enforceability

1) Misuse?
2) Unfair competition?

3) Moral rights
1) Can be waived only expressly
2) Estoppel

"'~~~~,~~-~"-",'- "'-"'-"4r-'Oihercom-m~on'lssues'~"--"~'~'~"- ,~" " " , m ,

B
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Open Source Issues--CHINA

1) Computer software protected under Copyright Law Article 23
2) No requirement for Gov. approval of software license

'·;;;1~~···~··-······ ·············,·~I·~··3);·However;·technologfslJbjecHo;lmport·&;;Export:tleglJlati()ris·may·,··L~ ;;, .
require Gov. Approval

4) Regulations classify technology into 3 categories:
prohibited technology
restricted technology
permitted technology

5) For Restricted Technology-prior Gov. Approval required and
contracts are not valid until approval is received

6) For Permitted Technoloqy-e-nc Gov. approval required, but it must
be registered online with Ministry of Commerce

7) Ministry of Commerce has catalog defining different categories of
technology subject to approval

9

Open Source Issues--CHINA

China Enforcement of Open Source Code
License:

Shrinkwrap and Clickwrap licenses are
authorized, but subject to the strictures of
Articles 39--41 of the Contract Law and the
Consumer Rights Protection Law

10
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Open Source Issues--CHINA

China Enforcement of Open Source License:

Article 39---Must not violate the principles of fairness.

Article 40---License terms that exclude licensee rights
are unenforcible: examples: excluding damages,
shifting risk of loss to consumer, preventing
termination, unreasonable liquidated damages

Article 41---Ambiguous terms interpreted against the
drafter

No court cases in China on this issue

11

II. Licensing at Will Issue

Jointly Owned Patents and Jointly Owned
Software Code - Can a Co-owner
license at Will without obtaining the
permission ofthe Other Co-owners?

12
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Licensing at Will Issue-U.S.

A. u.s. Patent Licensing
"""~·~·~~~-"·~····~~"·~········"~·_-I~·~----···l)~·Each'cQ=owner"oh"U:S:""!ratent'can"lIcel1Se1h"e""JYatent"atwill;'.._L•••••~~.~.~•.•_ ......"...

without permission of the other co-owners and without
accounting of licensing revenues to other co-owners.

B. U.S. Software Copyright Licensing

1) Eachco-owner of a U.S. copyright in the softwarecan license
the softwarecode at will, but must account its profits to the
other owners.

Nimmer:The Law of Copyright Matthew Bender & Co.; Thomson &
Larson, 147 F.3d 195 (2,d Cir. 1998)

13

Licensing at Willissue--JAPAN

C. Japan Patents - Licensing at Will?
1) "Each of the joint owners may grant neither an

exclusive license nor a non-exclusive license without
the consent of all the other joint owners" [Article 73
Japan Patent Law I

D. Japan Software Copyright - Licensing at Will?
1) "Each co-owner of copyright in a joint work or of

copyright in co-ownership (hereinafter in this Article
referred to as "joint copyright") shall not be entitled to
transfer or pledge his share without the consent of the
other co-owners." [Article 65 Japan Copyright Law]

14
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Licensing at Willissue--CHINA

E. China Patents - Licensing at Will?

1) Article 8 of the Patent Law states that any license or
assignment requires the approval of all of the joint
owners.

2) See also Patent Bureau #28 Bulletin on joint ownership

3) See also Article 15 of the Patent Exploitation and License
Agreement Registration Measures

4) Article 50 of the Implementation for Technology Contracts
Law states thatjoint patent owners shall agree among
themselves how to distribute the profits.

15

Licensing at WiIIlssue--CHINA

1) Computer Software Protection Law Article
10---Written contracts typically determine
vesting of ownership rights

2) If the joint owners of copyright cannot reach
unanimous agreement, then each joint
owner may separately license the software.

~~~~'~-"~~'--"~'----~-'-~BunnEn5ro-ceedsmOsrl:feJaifI}Tdisrritmt-ed-"~'

among all of the joint owners.

15
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III. Reverse Engineering Contract
Prohibitions-U.8.

U.S. Enforceabilityof Reverse Engineering Prohibitions of
';jJ~.~~ ..~•..•~~~~~ ....~....~ 1~··~~-~-··Software~eode·in~the·Productticense·toeustomers~:"

-State-by-sta.te contract enforcement issue
i. Federal Circuit (using 1" Cir. Law) upholds Rev. Eng.

Prohibition: Bowers v. Baystate Tech. (2002)

ll, 9th Circuit unclear-in absence of contract prohibition,
rev. eng. permitted: Sony v. Connectrix Corp. (2000)

iii. 7'h Circuit upholds shrinkwrap enforcement in general:
ProCD v. Zeidenberg (1996)

iv. 5th Circuit finds shrinkwrap rev. eng. prohibition
preempted: Vault v. Quaid (1988)

17

Reverse Engineering Contract
Japan Enforcement ft"iQbjbi!~iA~g~eJMMLicense

Determined by Japanese Contract
1) Japanese Contract Law (Civil law) allows a provision
prohibiting Reverse Engineering ina License contract
because of the principle of contract freedom.
2) However, it may be restricted by anti trust law, article 2
item 9 number 4 regarding unjust dealing prohibition.
3) Tokyo District Court case: Microsoft v. Syuwa System
Trading (decided on January 30, 1987): Holding was that
reverse assembling code into source code violates the
copyright law. Note in this case no contract provisions were
present prohibiting reverse engineering.

18
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Reverse Engineering Contract
Prohibitions--CHINA

C. China Enforcement of Reverse Engineering
Prohibition in License Under Chinese
Contract Law
1) No cases, but potentially enforceable under

contract

19

Anti-Circumvention in WIPO Copyright
Treaty, April 12, 1997, Article 11 -U.S.
1) U.S. Implementation-Digital Millennium Copyright Act

(17 USC1201) prohibits sale of any device primarily
designed to circumvent a technical measure that controls
access to a copyrighted work
i. "lock and key" access
ii. "secret handshake" access
iii. Does not prohibit breaking copy control. Only

prohibitstrafficking in tools to circumvent copy
control

"~~~_"~"~C'c"C_CCc", ,~"""~,~~~~,2)",,DCMA-includes,a,reverse,engineering,exceptionto,,,",~,,_,,,c_'~I~"~' ""'",, """",c",~_"_,I,,,_,

enable interoperability of independently developed
computer programs

3) Lexmark v. Static Control, E. D. Ky (2003) on appeal
20
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•

Anti-Circumvention in WIPO Copyright
Treaty --JAPAN

Copyright Law of Japan, Penal Provisions, Article 120bis.

'."~~ _ ~ I ~ Thf;;lJ9J1(~IW:i(!gJ,tlaJLb(tP.YJJJ§h~tbJeb.yjmPJls9DmenUQr,~Jerm••.... k.········.···········
• not exceeding one year or a fine not exceeding one million Yen;

(i) any person who transfers to the public the ownership of,
or lends to the public, manufactures, imports or possesses for
transfer of ownership or lendinlj to the public, or offers for the
use by the public, a device having a principal function for the
clrcumventton of technological protection measures (such a
device includes such a set of parts of a device as can be easily
assembled) or copies of a proljram havin\! a principal function
for circumvention of technological protection measures, or
transmits publicly or makes transmittable such program;

(ii) any person who, as a business, circumvents
technological protection measures in response to a request
from the public; ...

21

Anti-Circumvention in WIPO Copyright
Treaty --CHINA

A. Interim Measures for Software Products
Administration, Article 18 "It is prohibited to
reproduce ... decoding software and other
software whose main function is to defeat the
mechanism for copyright protection."

B. However, Art. 18 was not passed by National
People's Congress or the NPC Executive
Committee, but rather is an administrative
regulation passed by the State Council-thus
effect is unclear

C. No legal liability in law for non-compliance

22
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..l.iOverview
• Paper compares enforcement of patents

in China, Japan and the United States ..•...

• Paper concludes that while there area
number of key differences between the
enforcementsystems of the three
nations, the enforcement systems of
these nations are converging in a
number of respects

3

-I.. Enforcement ~~~ues reviewed
• Administrative action. Bifurcation of
• Court system infringement&
• Jurisdiction & venue. invalidity actions
• Standing • Reasons for stay of

D I
. litigation

• &a~~~ .. . .
iud ment . ..•. Claim construction""..~.."~"~._.~ "-,,_..,,._"_ _ "..l g.~..- ~- _ - ~.._ .._ _ " ~ .

• Preliminary • Doc~rine of
injunction equivalents
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.. Enforcementi:sues reviewed
.. IT....· I . " AI t d d fM"~';~'MMw••m.m•...._...m.......•....._.m.~._. MM__.MM·.··recnfllca ~assIScaflee··· ..·.··1'\ppea ':-s an ar ··o····,·~···~·········_···

& expert testimony review

• Statutory defenses • Remedies
during litigation • Criminal sanctions

• Equitable defenses • Enhanced damages
• Other defenses for willful

available infringement

• Indirect liability

5

.. Administrati~.:action

• China
• Administrative Authority for Patent Affairs

(AAPA), Customs

• Japan
• Customs

• U.S.
• International Trade Commission (lTC),

Customs

6



.- Court system

• China
• Basic court, intermediate courts, high courts,

Supreme Court

• Japan
• Tokyo & Osaka District Courts, Tokyo High Court

(IP High Court), Supreme Court .

• U.S.
• Federal district court, Court of Appeals of the

Federal Circuit (CAFC or Federal Circuit)

~, Jurisdiction &venue

• China
• Designated intermediate courts / Defendant's

domicile or infringingplace

• Japan
• Eastern Japan: Tokyo District Court, Western

Japan: Osaka DistrictCourt (Appealed to IP High
rAil....' ,

• U.S.
~ Claim must arise under the patent law /

Defendant's domicile or infringing place

7
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111.. Standing

• Owner, interested party

• Japan
• Owner, exclusive licensee

• Il.S,
• Owner, exclusive licensee

111. Declaratoryj~dgment

• China
• Yes

• Japan
• Yes

• U.S.
• Yes

9
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Statutory defenses during
... litigation

• China
• Noninfringement

• Japan
• Noninfringement and invalidity

• U.S.
· ·········;NoninfFingement;invaliditYa~d····si:ai:~i:~···~f

limitation

11
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Bifurcation of infringement &
invalidity actions

.. Invalidity: Patent Office / Infringement:
courts

• Japan
• Invalidity: Patent Office, courts (as a

defense only) / Infringement courts

• U.S.
• N/A (both decided in court)

13

.. Reasons for~s~~y of litigation

• China
• Some invalidity issues go to State Intellectual

Property Office (SIPO) and cause stay

• Japan
• Invalidation procedure

• U.S.
• Interference, reexamination (stays are

discretionary)

14



.. Claim constr~~tion

• China
• Three-judge panel which can include a juror

(expert associate judge)

• Japan
• Three-judge panel (la'NYt':!r only), no Markman

Hearing

• U.s.
• A matter of law exclusively for the court, i.e., a

nonjury matter (Markman)

.I! Doctrine of equivalents

• China
• Yes

• Japan
• Yes

• U.S.
• Yes

15
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Technical assistance & expert
.. testimony

• Court consultant; expert's verification; juror
(associate judge)

• Japan
• Technical assistant (full-time court employee),

Special Commissioner (appointed case by case),
Written expert opinion submitted by the parties

• U.S.
• Parties commonly use expert witnesses; courts

have authority to appoint experts but rarely use it

17

.LEquitable de!~~ses

• China
• No. But, statute of limitations

• Japan
• Estoppel, statute of limitations

• U.S,
• Laches, estoppel

18



.. Other defen~:s available

• China
• First sale exhaustion; prior use; treaty and

agreement; experimental use

• Japan
• Prior user's right, exhaustion, experimental

use, etc..

• U.S.
• Experimental use, misuse, shop right

19
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_ Appeal: sta~~~rd of review

• Normally de novo

• Japan
• de novo

• U.S.
• Law: de novo

Fact: clear error or substantial evidence

_Remedies

• China
• Injunctions, damages

• Japan
• Injunctions, damages

• U.s.
• Injunctions, damages

21
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• No

Enhanced damages for willful
.. infringement~w

• China
• No. But enhanced administrative penalty

for patent passing off

• Japan
• No

•
• Yes

23
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.. Conclusion
~~"cc;+~~.cc~~.~~...~ •._c ~ ~ .•..~"I~..~•...•_~~ .•~.Cnina••.c.~ __ •...c.~.~" ~ ~~~•...~...•..".., ~.~~'~.~.•,._.~.•~,..•~._._.,.~.~_._~..~.•...•...••......

• Chinese system for enforcement of patent rights is the
youngest system of the three surveyed and in many respects
IS still a work-in-progress

• Japan
• Enforcement of patent rights in Japan occurs principally

through its court system although Japan has recently
introduced a new enforcement mechanism through its
Customs service to enjoin infringing imports

• Il.S,
• The U.S. system for patent enforcement relies chiefly on its

federal district courts which have general jurisdiction over
patent matters; administrative orcfersof rrc can exclude
mfringing imported products
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~ Provisions on damages under the Patent Law

~ Court decisions of the cases to claim damages in China

- Economic losses
- Reasonable expenses

~ Comparing China with Japan and the United States

~ Problems in China and Recommendations
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~ Article 60 of the Patent Law

Damages Economic losses The losses of patentee

Damages in China

3

4

(Max:500,OOOyuan)

The profits of infringer

1-3 time(s) of royalty

The court award its discretion

(Articles 20&21)

Reasonable expenses

(Article22)

~ Articles 20 to 22 of the "Several Provisions of the
Supreme People's Court on Issues Relating to
Application of Law to the Adjudication of Cases of
Patent Disputes."

Provisions on damages under the
Patent Law



Economic losses: Case 1
(Infringement of a patent right (design))

1. Guangdong Canbo vs. Guangzhou Panyu Dashi

2. Date of decision: Aug. 16, 2002

'~~:";;(1~"'~~~~~"-~"~-"" .~.w~·~·I~~·~3~~Plaintiff's·claiIrr~"~·-··ww~""",'•."'~'-"•.•••__., •.•~ ~.•.•.~.••.•L.~w.~ ~.~.~ ~•..•
Canbo filed a lawsuit, alleging that Dashi infringed Canbo's patent right by
manufacturing similar disinfection apparatus, and requested Dashi to stop
manufacture and sales of the infringing products/semi-finished products,W
800,000 yuan to compensate for economic losses. make an apology. and
eliminate the influence of the infringement.

4. Decision
The court acknowledged the infringement of the design patent right, and
delivered adecision to order the defendant to pay 800,000 YUan. The defendant
appealed, but the appeal court supported the first court decision.

5. The points
Fully acknowledgement of plaintiffs claim.

5

Economic losses: Case 2
(Act of unfair competition)

1. Guiyang Laoganma vs. Hunan Huayue Foods

2. Date of decision: Aug. 10, 2000

3. Plaintiff's claim
Laoganma filed a lawsuit, alleging that Huayue misappropriated the specific
name of the plaintiff's products and affixed to the defendant's product a bottle
label with a close resemblance to that of plaintiff's, whereby causing confusion
among consumers and misleading them into buying the defendant's product, and
thus infringing the plaintiffs legitimate interests.

4. Decision
The first court partially upheld the plaintiff's claim, but the appeal court fully
acknowledged the defendant's act of unfair competition, and upheld the
plaintiff's claim for 400,000 yuan to compensate for economic losses.

5. The points
The plaintiff's claim for 400,000 yuan as damages was reasonable because the
defendant had spent 2,700,000 yuan as advertising expense, 6



Economic losses: Case 3
(Infringement of a trademark right)

1. Yamaha Motor Co. Ltd. vs. Tianjin Gangtian Group
and its four affiliated companies

2. Date of decision: Aug 6, 2002
3. Plaintiff's claim

i) Infringement of registered trademarks by the motorcycles which were manufactured
and sold by the defendants.
ii) 30,000,000 yuan for economic losses. etc.

4. Decision
i) Stop production and sales of motorcycles to which the plaintiff's trademark was
affixed.
ii) 900,000 yuan for economic losses. etc.

5.The points
i) As the basis for the assessment of the amount of damages, the statistical data which
indicated the reduction in the amount of sales was not approved.

ii) The-reason for reduction of the total amount of damages (from 30,000,000 yuan to
900,000 yuan) was not specified. 7

Conclusion: Economic losses

Claimable damages can be assessed on the basis of
(i) the reduction in the volume of sales of the patented products,

or
(ii) the volume of sales of the infringing products,

multiplied by the reasonable profit per patented product.

~ It is easier to prove the volume of sales of the infringing
products and the reasonable profit per patented product than to

..... 'prove the reduction in the volume of sales of the patented .
products.

~ The right holder may be able to claim damages on the basis of
the exploitation fee of the patent.

8



Reasonable expenses: Case 1
(Infringement of a trademark right)

1. Baoxiniao Group ,Ltd vs, Dadongfang Garments ,Ltd

2. Date of decision: Dec. 12, 2002

Thedefendant manufactured. and sold clothes of the "Depai( ) .. brand, to which
tags that contained the characters "1!i'F!U&~.~I*~1irll:1Hi]" and "1!i'ilH&~.~"

wereaffixed. Theplaintiff filed a lawsuit, allegingthatthe defendants' actfell under
the category of acts of unfaircompetition, andclaimeddamagesto compensate
economiclosses and 100,000 yuanfor-reasonable expenses incurred forthe
investigation andlitigation.

4. Decision
Thedefendants shallbe liableto pay theplaintiffs, to compensate for49.370 yuan of
reasonable expenses for the investigationand34.400 yuanin newspaper publicity costs
etc.

5. The points
All expenses in theplaintiff's claimwerejudged to be reasonable. 9

Reasonable expenses: Case 2
(Infringement of a copyright)

1. InterlegoA.G. vs. Coko Toy Co.

2. Date of decision: Dec. 18, 2002

3. Plaintiff's claim
The plaintiff filed a lawsuit, alleging that the defendants infringed Interlego's copyright
for 30 typesof bricktoys, andrequested the defendants to pay the losses due to the
infringement of the copyright and the totalcosts of this lawsuitas well as expenses for
the investigation andevidence collection andlawyerfees incurred by theplaintiff.

4. Decision
The defendants shall pay to theplaintiff17 017 yuanto compensate for reasonable
expensesincurred by theplaintiff to stop the infringement.

5. The points
As for the-feespaid to theplaintiffs agent,thecourtdid not upholdthe plaintiffs claim
on theground thattheagentwas a citizen of China butnot a lawyer.

10
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12

.

4, Decision
Thedefendants shallbe liableto payto theplaintiff400,000 yuanto compensate losses.

.

Reasonable expenses: Case 3
(Infringement of a trademark right)

1. Yamaha Motor Co.,Ltd. vs. Tianjin Gangtian Group ,Ltd.

2. Date of decision: Aug. 6, 2002

3. PIaintiff' s claim
This is the case of the infringement of a trademark right mentionedabove.
The plaintiff requestedthe defendants to pay to the plaintiff 10,000,000yuan in total
(Part n to compensate foreconomiclosses suffered by the plaintiffdueto the
trademark infringement by thedefendants, including losses of intangible property as
well as investigalion costs, travel costs, labor costs, andlawyerfees forthis case.

5. The points
The exact amount approved by thecourt as reasonable expenses was not specifiedin
thedecisionbecausetheplaintiffclaimed thetotal amount of damages foreconomic
losses together withreasonable expenses.

~ Reasonable expenses should be claimed separately from economic losses
and the contents of reasonable expenses should be clearly indicated.

~ Agent fees can be claimed only for an agent who is a citizen of China and a
lawyefas'jifovided·foi·IiYlherelevaiifstafedepaiffiieiif; .

~ Reasonable expenses should be those paid by the right holder to investigate
and stop the infringement. Expenses paid to stop the infringement should
be those paid by the right holder or his agent for the investigation and
evidence collection in respect of the infringement.

~ Evidence to be produced should be relevant to the payment of the expenses.

Conclusion: Reasonable expenses



Amount of damages and its assessment
method in Japan

-Article 709 of the Civil code

-The patent law and other inteiiectuai property laws include

various provisions concerning the presumption of the
amount of compensation for damage

~ Claim for damages

~ Presumption of damages
-Provisions concerning proof of the amount of damage

The revision ofthe Patent Law in 1998 and 1999

13

Amount of damages and its assessment
method in Japan

~ Basis of the claim for damages
-Claimed damages on the basis of the amount equivalent to the

royalty. (Section 102(3))
-Claimed damages on the basis of the profits which the right

holder could have made in the absence of the infringement.
(Section 102(1))

~ Provision concerning disclosure of evidence
-Production of documents (Section 105)
-Expert opinion for proof of damage (Section 105-2)
-Confidentiality order (Section 105-4)

14
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~ Traditional Measures of Monetary Damages
-Lost Profit Basis
-Established Royalty Basis
-Reasonable Royalty Basis
(e.g., Awarded Damage:$521M(Eolas Tech. v Microsoft, N.D.1ll2004 $521M»

16

~ Discloser
-Discloser of Evidence for Assessment of Damages by Parties

-Discovery
-Deposition, Interrogatories, Document Request
-Protective Order

~ Other Remedies
-Punitive Damages

-Finding of Willful Infringement
-Attorney Fees

-Willful Infringement, Inequitable Conduct, Insincere
Attitude

-Prejudgment Interest
-Normally Approved (for Damages and Attorney Fees)

~ Remedies
-PreliminarylPermanent Injunctions
-Monetary Damages, Punitive Damages
-Prejudgment Interest, Attorney Fees

Remedies for Patent Infringement in U.S.

Remedies for Patent Infringement in U.S.



Problems of China and Recommendations

1. Problems in Chinese Trial Procedures
- Why is the basis for damage assessment often not clear? -

,,-,-~,-,------,-,-----,--,--,--,---------1-"-----1"'1: Thereis'no'ChineseTu]e'like'BS'discoverY'and-Japanese-disclosure-syslem'--"-­

1-2. The value of bases for assessment of losses/profits does not disclose of the

decision

1-3. To abolish the ceiling on damages (500,OOOyuan)

1-4. The court usually rejects the plaintiff's claims without defendant's contrary

evidence

2. To publish all Chinese court decisions relating to IP on the Web

3. Exclusive jurisdiction of Patent court

4. Availability of injunction

17

Thank you.
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Enforcement of IPRs in China -
." ·+~~~~'.'~"~~.~.I;·······~···Repg~gf~IRQ-Asia··.RraGtiGe~···.;··~··I.~~ ...~_... ~ ..~.~ .....

Committee Fact Finding Mission

Christopher E. Chalsen
Milbank, Tweed, Hadley & MCCloy LLP (NewYork)

Brenda J. Panichi
Procter & Gamble FarEast, Inc. (Kobe)

Impact of Organization on
Enforcement

I • JDA
• Constitutes "technological development

contract" under contract law
• Must be in writing
• Government approval not required

1



, ,

Impact of Organization on
Enforcement

• Enforcement via JDA
• IP is jointly owned (per the fact pattern)
• Anyof the three JDA partners can enforce against a

third party infringer
• Each JDA partner should be given the opportunity to

join such an action
• The court may proceed even if a party is unwilling or

refuses to join

'.

Impact of Organization on
Enforcement

• Joint Venture Company (JVC)
• Limited liability company with profit and loss

prdportionatelyshCIred
'. f=oreign party should invest not lessthan 25%

of the registered capital
iii Formation issubject to government approval

2



•

Ownership of IPRs

• Fact Pattern: Protect IP via patent or trade

.. Inventoi: One who made creative contributions,
either at conception or reduction to practice or
both, to the substantive features of the

.technological achievement
• Determine inventorship based upon-the above,

whether JDA orJCV .

Ownership ofIPRs

• Assignment of IPRs may be the subject of
contract and/or employment agreement

• Ifnocontractual: provlslons exist/default
'to inventor ownershlp

.Gel1er~IJDA prClg:ice 9Pplie~(e.g.,

deftnitionof eXistiHg'or pre-owned IP)

.,'.,'

3



.

"Ownership'of IPRs - Compensation .

.• Inventor compensation provisions exist in the
Chinese law

•• Employers should make award to inventor up on
the issuance of patents (Article 16 Patent Law)

• When technological achievement is implemented,
• employer should remunerate inventors.'

approprlatelyinvlew of the scale of the
· ·.implementation (Article 326 of Contract Law)

.

Ownership of IPRs - Compensation

• Specific requirements for state-owned... .. . t:·compames eXls .... )1 ',I

···.Chapter IV,Implementing'.Regulatiol1sof
Patent Law

• Article 3D,Law on Promotionof Con,version of
Scientificand Technological Achievements

• SpeCific requirements for research
..' ···lhstitutesdhdUhiversitiesals(rexist··

.,' """;' :':.~ ~ ~.j

4



Ownership of IPRs ­
Technology Transfer

• When a technological achievement is transferred
,+,~'w,"', ~.~ "".I..~,out, emplozer.shouId.take:~~~www.ww ..,.,.. ~..... .,.w...~w....w w .

• Not less than 20% of the net income from the
transfer to remunerate the inventors as well as those
who contributed to the successful transfer (Article 29,
Law on the Promotion of Conversion of SCientific and
Technological Achievements)

• Although this law isle$?erknownJhClnthe . .
. Patent Law, it is in force and should be teken

. into account . .' -', . '.. ..

.Minimization of Potential Third
Party Liability

• JDA: Each partner at risk
• JVC: Probably limitedto the amountof

capital

• Good internal risk management policies
• E.g., competitive watch, clearance opinions

5



·Minimization of Potential Third
Party Liability

• Defenses to thirdparty claim
• Not Infringed

• Claim construction based on "technical solution" .
(somewhat like EPO)

• Invalid Right
• Must bring invalidity action in SIPO within period

for responding to claimant
• Claim based onutility model or design right likely

to be suspended pending SIPO decision

Minimization of Potential Third
Party Liability

• Invalid Right
• Exception: prior publicuse as defense to claim

based ondesign right .... ....
.~. Claim·based on invention p~t~rit: suspension

depends on strength of invalidity position

.Co~rts unwilling to look at invalidity issue
·'-'-leavEdtto SIPO .. . .

.·Aeti6nfor :non"infringement exists as
(€onflrmed·oySupreme6ourt ...

6



Minimization of Potential Third
Party Liability

iii Remedies
.ProfirinaaevIirlnfiingemellf~~--------~-~---cc~-~~+c_-- __,c_~,c __
• Loss suffered by right holder
• Reasonable Royalty (1-3 times)·
• Statutory damages up to 500,000 RMB per act of

infringement
.• Injunction (preliminary and/or permanent)

• Fees and costs
. iii Public apology

Former Employees.

• Misapprop;iationoftr?lcl~ secreti~ acause of
action based on the unfair competition law
(Article 10) .

• Confidentiality ahdnC:>rI~cornpete proviSions in
employment agreements are enforceable if "fair"
and "reasonable"
•. time, scope, compensation for the restrictions

• Practicalities
• Proof, evidence collection is difficult

7



Compulsory Licensing

- Grounds for seeking compulsory license
• Entity capable of practicing the patenthas proposed

reasonable terms but has failed to obtain a licensing
grant from the patent owner within a reasonable
period of time

• 3 years from dateof patent grant

• National emergency/need to promote public welfare
• Dominating patent involving important technical

progress with obvious economic significance

Venue
,

_ Intermediate Courts usually the court of first
instance

_ i\fenue,... where infringing goods are soldor the
defendant's place of business

_ iBeijingand Shanghai have the mostexperience
in IPmatters .

-As, pJaintiff,get venue inBeijing or Shanghai by
... 'involvihgaretailerJn.either.city .....· .

8



.Venue

• Transfer considerations
~~~~~;Tf·aelenaanr5~fjngs·countercrarfinrmsnome~~·~'··.~~.~..

. province, the courts involved will decide which
venue prevails, based on "convenience" of the
parties

• Local Prcitecribn{srn"remail1s.a reality .
. • Provincial authorities.often.protect local

economic interests at the expense of IPR
owners

Litigation Strategies

• Available forums
• Court actions

• Administrativ~; act!?ns .
• Damages riot available as ref!1e.c1Y
• Quicker procedure .. :.......

, ,'. M', •

. • Provincial level

• Customs seizure
• Criminal actions in "serious case"

9



Litigation·Strategies

• Statute of llmltatlons-s Two years from
"knew" or "should have known"

•• Anti-counterfeiting·.
II Tremendous problem that has grown worse
II Quality Brands Protection Committee (QBPC)

".Consortium representing interests of IPR owners
II Liaison to government
II Industry working groups -share resources and

bestpractices

10



PIPA FACT PATTERN TOYAMA 2004

A Chinese company, Shanghai Ltd., a Japanese company, Tokyo Co. and an American company,
NY Inc. decide to jointly develop a new version of wireless technology for commercial
applications and enter into a joint development agreement (JDA). The parties are looking to find
the optimal means ofworking together, be it ajoint development agreement, or a Joint Venture
Company in China (or elsewhere) or some other kind of arrangement

-_.~.~ ~ Issues:.Typeofagreement,.how.to.register.joint.development.al{reement.in.China,or..~ ~ _.
whether it joint venture is considered foreign entity

The Chinese, Japanese and US companies each have offices in Shanghai and meet periodically in
the Shanghai offices ofone ofthe three companies to discuss their progress to date and plans in
meeting future milestones. Employees of each company outside of Shanghai office in China
have also exchanged ideas and regularly communicated via the Internet regarding the
development ofwireless technology. Each company already has patents and trade secret
information, which they are contributing to this project. Over the course ofa year, these periodic
meetings and communications have led to a new patentable wireless technology invented by the
employees of each company and branded by the companies as the BEST EVER wireless
technology. Some of the work was completed in China and some was completed in Japan and the
US. To reap the benefits of the investment, the three companies agree to protect the invention in
the form of patent protection, with certain aspects kept as a trade secret. Also the three
companies agreed to license the technology to interested third parties in China, Japan and the US.

Issues: Inveutorship, inventor compensation issues, ownership of technology, prior art,
technology import and/or export licenses

Under the JDA, such jointly developed technology is jointly owned by all three companies with
the provision allowing each party to license its property right to a third party (exclusive bases
and/or nonexclusive basis?). The companies wish to patent protect the BEST EVER wireless
technology on a worldwide basis throngh the initial filing of a US provisional patent application
(if possible) followed by a PCT application within one year ofthe US provisional filing. The
companies also wish to protect their rights in the BEST EVER trademark through the filing ofa
trademark application under the Madrid protocol.

Issues: Where to file first patent application, import/export license, PCT strategies, Madrid
trademark protocol, and joint inventorship

In order to maximize their return on investment, the companies decide to license, under standard
terms and conditions, the BEST EVER wireless technology, including know- how and trade
secrets as well as associated BEST EVER trademark to third parties in China, Japan and the US.
It is recently brought to our attention that the BEST EVER wireless technology may fall into the
category of restricted technology under the provisions ofArticles 16 and 17 of the Foreign Trade
Laws. In preparing these technology and trademark licenses, the companies wish to minimize
their potential liability with respect assertions of intellectual property right infringement made by
third parties.

Issues: Liceusing strategy, licensor liability, restrictions on types of technology to be
licensed



A disgruntled employee (Joe D. Part) of Shanghai Ltd, who initially was involved with the Best
Ever project has left and joined Beijing Company, located in Beijing, China. It is rumored that
they are now developing a new competing wireless technology under the name BetterThanBest,
and plan to introduce it in Asia and the US in the next year. Before he left, Joe.D, Part had signed
an employee confidentiality agreement with Shanghai Ltd.

Issues: Enforcability/applicability of employee confidentiality agreements,
misappropriation/theft of trade secrets and know how, inventorship

The companies also decide that they will enforce their patented technology and trademark rights
againstinfringers within the US, Japan and China. The companies recognize that it may be far
more difficult to enforce their patent and trademark rights in China than in Japan and the U.S.
Enforcement strategies, in each of the three countries, need to be considered and incorporated into
the licensing terms and conditions.

Issues: IP enforceability and litigation strategies (may depend on contract terms)



Cj "Management of inventions
by a foreign owned company

in China"

October 20. 2004
15:50-17:10

1.Where to file fist when the invention
was made in China?

(Assignment and patent ownership)
2. EMPLOYEE-INVENTION

COMPENSATION INCHINA
3. TRADE SECRETS

1.Where to file list when the invention
was made in China?

Artlc1e20.

~l.~Where any Chinese entily or Individual Intends
to file an appRcatlon in a lorelgn country lor a
patenllor Invention-creation m.ade In China. Uor
he shall file first an application lor patent wUhthe
patent adminlstraHondepartment under the
Slate Council. appolnl a patent agency'
designated by the said department to act as Us
or his agent. and comply wHh the provisions 01
Afllcle4 <>I thislaw~
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1.Where to file fisl when the invention
was made in China?

Could applicants tile in China or in their
home country tirst?

I I

1.Where to file fist when the invention
was made in China?

RegOtatio"ns on Technology Import and Export Administration:
Arffde"37
Aft.er Concluding a technology export contract..the applicant
shgBsubmit to the competent foreign bade department under the
'State Council the following documenb In appIYlna for a license for
tho oJmortlng technology:
(l) a leiter oUntenl for Rcensing the technology export
(2) a copy of the technology export contract;
(3) a list of fedmicol information relating fo the expotf; cmd
(4) ony regulatory document certifying the legal statusof the two
parties to the contrad.
IThe competent foreign trade department under the State Council
lexamlnes the authenHclty of the technology export contract, and
Ide.ddes, wftflfn fltfeen working days from ffi.e dare of receipf onlle··

·Idocumenb providedfor In'the preceding provision, on approval
Of' dbap-proyal·of the-teehnotogy- expott

I
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What ore the employee invention
remuneration taw in China?

2. EMPLOYEE·INVENTION
COMPENSATION IN CHINA

2. EMPLOYEE·INVENTION
COMPENSATtON IN CHINA

Article 16.

lM enIiIy _ ..g«mted"paIenI<lghI_
award-to fbe.bwentoJ OJ ete.ator: gf.,.Gsemce imten:lkm­
-.cre.afion.a.r.ew.ard

and. upon exptolfcition.ofthe, patented invention­
c:reation. shQtl payihe Inventor orc:reatora
-reasonable lemuileialioii basectorrthe extentot
'spreadlng-andappllcallon -and the---ecohomie. benefifs
yIekIed.

2. EMPLOYEE·INVENTION
COMPENSATtON IN CHINA

'Article 6

1. An'inventton-creaflon. made by a penon in
exe=lionof1he_of1he entltyf<>whIcI>~be!ong>.
ormade byhimmdinlyby...mttlhe material <m<I
~hnicolmeans -of-tfte-enfify -fs--a--sewiee i"'lemion
-ereotiOA. for a-$eJVk.e--irwentiorN:reatiOR. the-fight·to­
_Iy ,!orG patentbeloogde1he enfily. A!ler1he
appIicafiQnis..appr.o.vad..-fb.aentit¥ shalthafhe. .
.patentee..

Z. foranon·service invention-creation, the rightto
<lpplyfer o1'Gfen!i>eIongsf<>1heinventor or ereeter.
Afletlheopplk:_W_ove<l, lheinvenioror
,,,eaI,,,_loefhepaiefllee.

1.Wher~ to fil~ fist when the inv~ntion

was mode in Chino?
'Arlicle 46
Wherea technology prohibitedorrestrictedfrom import and
export isimported or exported withoutapproval shanbe
prosecuted for crim1nCiI nability according to the provisIons
for the crimesof smuggling, ilfegcd business operation, or
diwiging nationai secretsor othercrimesunder the Criminat
,rtN. Where such-import or exportis not so serious 0$10 be

'.'~'d~··_~··~·~~~1:E~ZsuS=~··l··'··~···I·-·~~n~a1roitl£r~r:r$M!r.!a";;i~~··'·_~·_···'
~ade depamnent under.fhe.stateC-o.uncll fuues..-G waming.

against.it- confis-cateJ.illeg:alincome and!orfmpQse'-afine
one to fJye times fue mega! 1Dcome~ The competent JoreJgn
:fradedeparfmenfunder the StateCouncil may revoke the
foreigntrade business Deense.

2. EMPLOYEE·!NVENTlON
COMPENSATION IN CHINA

lmpIemenIing,Reguls!iaM cHft<>. PoIeM 1.Gw'.

Rewardand Remuneration of Inventorsor Creatorsof
Service Inventions-Creations

3. Trade secrefs

Ifowto'profecf'tfade secrets?

Rute74
The"State-ownedenterprise orinriifUtion to Which

"patentrightis gronIed'sholl:__ ll1OlTItl<
!rem the~~ of I\le__oW 01the grantol
lhepalenlrlgh'. -l<>lhelnV;mIorJ'f,"'eGl<>rd>l...,,
lWffl:.....~ ".,",..'lI~ ...¢>e.
lM sumel""""'1prize le ,pa!e.oI!or lnv"n!I",uhall
.nell>e l4ss1ban.RMB 2.QOO yuan;
tbe sum.of money.pdI.e. tatQ.pat.e.nt fcr:utUit¥ model
or designshallnot be less than RMB 500 yuan.

What type of <:.ontra.cl shouldbe concruded·,
!orpfevenling·frol:IbIeswithemp/&yees ?
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3. Trade secrets 4.EfffCTIVE USE Of THE UTIliTY MODEt

Q Foreign

• Domestic

Tolal: 1,316

Invention
1''''.nt

Comparison of Chinese Patenf and
Utility Model systems

Applications for Invention and 11M af 2002

lA200I,I,480caseswere closed.
lnvaIid:4U %
pariiallyinvalid: 9.7%
malnlalned: 48.7%

-4;EffEC1WE -USE {)f THEIJHLHY MODEL
YaUdify of 11M a.ndDesign Patents

Requemfor lnvalidallon(200l}
Inii"errlion hafent

lJM

e'
92,166,
(99%)

• UM Applications filed by Fareign AppRcants
areanly 1%

• Damestic lfM ApplTcalians accardfng fa
Non-service are 70 % --

l'dent

Ilnlrlngemenl!

In2001,fhe IP(patent) acJmTnisfraflve authorffii!s
prosecuted 413 cases of passing 01fpetfenfs.And-10l9
cases of passino-off patents were prosecuted in2002".

4.EFFECTIVE USE OF THE UTIlITY MODEL
Inventian and lJ1lIily Madelin China

aw Agaiml Unfair Competition 01 Chino,

n1I.le Id:Business secret" In this Article means
technicallnlormali<m <md oper"llortal
informction wt'k h. isc PrOt kriOWii- to- t-Jie. pvbIic:. -- -.

whic1l15 c<:lj)Oble 1>1 bringing economic j j
b::ne-=~th~i~:<» 6fl@tiI!"WIilcllllas, , .. ~~~us o.fapplication for each of fhe pafenf
~f righfs ha~faken =a~~~~~e:e~: ~:c~:;. .' J u.Iilll¥modeL~~_~~.~~~.~~ __.~"...

. 4.EfFECTIVE USE OFTHE UTltlTY MODEl
'PafenfDl$ptites'm' CfiIhO(2001}

Reeeived:~77

·In·..·enticiIA

(\
-,.._.~)
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