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l. INTRODUCTION

1. What is enforcement ?

This article is to articulate the scope and effects of enforcement of intellectual
property rights in Japan. The term “enforcement” is a word which has been used mainly
in criminal law as well as civil law in Japan. In the field of intellectual property law,
however, it is relatively new and not necessarily familiar. A reason for the unfamiliarity is,
simply stated, a difficulty of arrangements for IP protection.!

The concept of the enforcement is therefore not clear when it is used in the
context of intellectual property. Before going into the substance of this article, we should
define it so as to enable readers of this article to better understand what is discussed in
the following sections.

When the term “enforcement” is used in connection with an intellectual property
right (IPR), it is generally recognized as the exercise of IPRs to exclude others from
using them. Some people may consider the enforcement of IPRs in relation to the
remedial aspects of infringement. Some may consider it more broadly to include even
transactions of IPRs, including licensing and technology transfer.

According to the Merriam-Webster dictionary, enforcement is explained to mean
the act of putting in force or causing effect.? This meaning is too general and insufficient
to understand the concept of enforcement of IPRs. A legal dictionary defines it more
technically as the “act or process of compelling compliance with a law, mandate,
command, decree, or agreement.” It includes in its meaning the detection and
punishment of violation of the law. 3

Turning to the term “right,” the legal dictionary defines it as the interest, claim, or
ownership that one has in tangible or intangible property. Therefore, when the term
“enforcement” is used in the context of IPRs, it can be understood as the right to
exclude others from using it without permission and to assure the remedy of
infringements of IPRs.

However, the lexicological definition does not tell anything about the type of

! Robert P. Merges describes in this context: “In the case of tangible property, informal
arrangements with those physically proximate to valuable assets can in some cases do an
adequate job of protecting those assets from theft. But in IP, it is very difficult to make
effective arrangements along these lines. The enforcement technology of a central
government apparatus has always been essential to any functioning system of IP protection.”
(“Justifying Intellectual Property” Harvard University Press, 2011, pp. 93-94)
2 The Webster’s Third New International Dictionary, unabridged, G&C Merriam Co., 1976
3 The Black’s Law Dictionary, Deluxe, 8" Edition
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remedies against the infringement of IPRs. It is the role of the court to fill the gap. The
court has so far included administrative fines, criminal fines, prison terms, or civil
remedies as remedies of infringement. Fines are in the form of injunction, compensation
or destruction of infringing goods. Among other things, the most common measure is
the injunction to put an end to acts of the infringement of IPRs.*

In this article, the following discussions are substantially concerned with
industrial property rights. Detailed discussion on copyright is not intended in this article.

2. Enforcement and IPRs
1) World Expositions and the Paris Convention

The Paris Convention for the Protection of Industrial Property is known as the
founder of the modern intellectual property system. It was adapted in Paris in 1883.
Since its adaption, the Paris Convention has been revised several times, and now it
includes many articles relating to the protection of IPRs. Among other provisions, Article
10°s is primarily concerned with ensuring protection against unfair competition.> The
provision is applicable to the infringement of industrial property rights including patents,
trademarks and designs. Provisions on the protection of IPRs are listed in Table 1 below.
However, the Paris Convention was not the outcome of the desire for equity and
fairness. There was an emergent need to make an international commitment for the
protection of IPRs beyond the barrier of national boundaries and territorialities.

In the London Exhibition of 1851, which was the first World Exposition held at
the Crystal Palace, London, one of the most eye-catching displays was the “Paterson
Colt 45,” the revolver from the U.S. A. At the exhibition site, Samuel Colt, the inventor of
the revolver who had relevant patents in the US and the UK, disassembled ten guns
and reassembled them using different parts from different guns. His demonstration of

4 See, for example, Christopher Heath “The Enforcement of Intellectual Property Rights”
Japan Patent Office, Asia-Pacific Industrial Property Center, JlIl, 2002, p3

5 Article 10bis (Unfair Competition) sets: (1) The countries of the Union are bound to assure
to nationals of such countries effective protection against unfair competition. (2) Any act of
competition contrary to honest practices in industrial or commercial matters constitutes an
act of unfair competition. (3) The following in particular shall be prohibited: (i) all acts of such
a nature as to create confusion by any means whatever with the establishment, the goods,
or the industrial or commercial activities, of a competitor; (ii) false allegations in the course of
trade of such a nature as to discredit the establishment, the goods, or the industrial or
commercial activities, of a competitor; and (iii) indications or allegations the use of which in
the course of trade is liable to mislead the public as to the nature, the manufacturing process,
the characteristics, the suitability for their purpose, or the guantity, of the goods. For more
details, see, for example, Patricia V. Norton “The Effect of Article 10bis of the Paris
Convention on American Unfair Competition Law,” Fordham Law Review, Volume 68, Issue
1, Article 7, 1999, p239.
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disassembling and reassembling at the site attracted the attention of the audience. It
gave the audience a strong insight for future mass production of standardized products.
Photo. 1 is the copy of US (design) patent for Paterson Colt 45.

Fig. 1-1. US Patent on the Colt 45 Revolver
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In 1967, the second World Exposition was held in Paris with the strong
patronage of Napoleon lll. France made efforts to make the exhibition bigger and more
successful than the first exposition in Crystal Palace in London. There were a large
number of exhibits relating to newly invented machineries and equipment. More than 15
million people visited the exhibition which had a full display of industrial machineries and
equipment. It was extremely successful.


https://www.google.co.jp/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&ved=0ahUKEwjCobHroPfXAhWKzLwKHUl4CwIQjRwIBw&url=https://warisboring.com/robert-adams-designed-a-revolver-to-outshoot-the-famous-colt/&psig=AOvVaw1ew5LYZ4SNIRRlNOe8yQcw&ust=1512713961177822

Photo 1-1. The machinery gallery of the Paris Exhibition 1867

(Source: National Diet Library Japan, Copyright © 2010 - 2011)
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In 1873, the third World Exposition was held in Vienna, Austria. Despite efforts of
Austria, the number of exhibitors did not increase as industrial countries were not
enthusiastic about participating in the exhibition initially, although Japan sent the first
formal delegation to the exposition.

The lack of enthusiasm was caused by the concern of the risk of patent invalidation
under Austrian patent law. At that time, if a patent was not executed for a year, the right
was expropriated compulsorily. As a result, there was a concern that the latest
technologies might be imitated if they had been exhibited at the exposition. Another
concern for the hesitation was that the exhibition was a good opportunity for the
counterfeit of new technologies, trademarks and trade names. Austria therefore felt the
need to establish patent rules and passed a special law to leave out the concerns of
weak IPR protection. Australia held an international conference on industrial property.
After a series of discussions, the Paris Convention for the Protection of Industrial
Property was concluded in 1883.°

6 See, the column of the National Diet Library, Japan “Expositions where the modern
technology of the times was exhibited,” http://www.ndl.go.jp/exposition/e/s1/1873-1.html
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As shown in Table 1, there are many articles on the protection of trademarks and
trade name. Patent protection was, however, not sufficient and is sought under the
article titled “Unfair Competition” only.

Table 1-1. Provisions for IPR Protection in the Paris Convention

Prohibited Act Articles Relevant IPRs
False indication Articles 9, 10, 11 Trademarks and trade names
Unfair competition Article 10bis Patent
Copying at the international | Article 11 Industrial property rights (patent,
exhibition trademark & design)

2) The WTO-TRIPS Agreement

As noted above, provisions in the Paris Convention were limited and not enough to
assure the interest of the holder of the industrial property right. For this reason, the
World Trade Organization, which in particular included the TRIPS Agreement’, was
agreed upon to become effective in 1995. The TRIPS Agreement is a comprehensive
multilateral agreement on intellectual property to combat piracy and counterfeiting. It
deals with each of the types of intellectual property rights and establishes the standard
of protection as well as rules on administration and enforcement of intellectual property
rights. It also sets forth the application of the WTO mechanism of dispute resolutions
between member countries concerning compliance with the standard. Part Ill of the
TRIPS Agreement deals with domestic procedures of remedies for the enforcement of
intellectual property rights.

The Agreement lays down general principles applicable to enforcement procedures
of IPRs. In addition, it contains provisions on civil and administrative procedures and
remedies, provisional measures, specific requirements related to boarder measures
and criminal procedures. These provisions specify in a certain amount of detail, the
procedures and remedies that must be available so that the holders of IPRs can
effectively enforce their rights. They also provide safeguards against the abuse of such
procedures and remedies.®

” The Agreement on Trade-Related Aspects of Intellectual Property Rights
8 See, for example, WTO “A Handbook on the WTO TRIPS Agreement,” edited by Antony
Taubman, Hannu Wager and Jayashree Watal, Cambridge University Press, 2013, p.10,
p12!
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Table 1-2 Enforcement Provisions in the TRIPS Agreement (Part 111)

Section Article Content

1: General obligations 41 Authorization of the member
states to legislate domestic
enforcement procedures

2: Civil and administrative 42-49 | Fair and equitable

procedures and remedies procedures/Production of
evidence/Injunction/Damages/Ad
ministrative procedures, etc.

3: Provisional measures 50 Authorization of the court to order
protective measures

4: Special requirements related 51-60 | Suspension of release by customs
to border measures authorities/Security
assurance/Indemnification/Right
of inspection/Remedies/De minis
import, etc.

5: Criminal procedures 61 Criminal procedures

3) The EC Guideline

With the view to further improving the system of judicial enforcement in the EU, the
Commission has recently released a guideline in 2017 to update the 2004 IPR
Enforcement Directive (IPRED). ° It is supposed to work with Member States' national
experts and judges to give more detailed and practical guidance on specific IPRED
issues, based on best practices experience. It will call on Member States to encourage
the specialization of judges for IP and IP enforcement-related matters, and to
systematically publish judgments rendered in IP enforcement cases. Together with the
EPO, it will take further action to facilitate the wider use of alternative dispute resolution
(ADR) to settle IP disputes, including mapping existing ADR tools and analyzing the
merits of establishing a mediation center at the EPO.

The 2017 Guideline was released in November 2017 together with the SEP

9 European Commission “COMMUNICATION FROM THE COMMISSION TO THE
EUROPEAN PARLIAMENT, THE COUNCIL AND THE EUROPEAN ECONOMIC AND
SOCIAL COMMITTEE - A balanced IP enforcement system responding to today's societal
challenges,” Brussels, 29.11.2017 COM (2017) 707 final.
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Guideline. It shows that the enforcement of IPRs in the EU has to be coordinated with
the SEP licensing.

3. IPR Enforcement in Japan

1) Statutory law

The international convention of intellectual property rights allows each member
country to legislate its own domestic law to the extent it conforms to the framework of
the international convention. Under domestic law, the owner of valid IPRs is entitled to
seek a remedy when its IPRs are infringed. Thus, the foundation of the enforcement of
IPRs is built in statutory law.

More specifically, the Japan Patent Act entitles the patent owner to claim an
injunction (Article 100). When the injunction is admissible, the court orders to prohibit
the trade of infringing goods and to abandon or destroy infringing goods, including
equipment and devices used for their production. Technically, an injunction can be
divided into the following three types:

1) injunction to compel the ongoing infringing act (injunction in narrow terms),

2) injunction to prevent future infringement (injunction for prevention) and

3) destruction of infringing goods, removal of devices and equipment used for
manufacturing the infringing goods and other measures to be effective for stoppage and
prevention of the infringement (injunction for removal).

The statutory basis for the injunction of IPRs is summarized in Table 3.

2) History

The term “injunction” appeared in Japan’s intellectual property law for the first time
in 1959. The Patent Act, the Utility Model Act, the Design Act and the Trademark Act
have their own specific provisions for injunction, as shown in Table 3,

Before Japan introduced the injunction provision into industrial property law in 1959,
the statutory basis of the injunction was considered the tort law of the Civil Code
(Minpo). Under the Patent Act of 1921 - the first modernized patent act in Japan - for
example, the infringement of a patent right was treated as an unlawful act subject to
punishment under criminal law.*°

3) Provisions

The provision of Article 100, Patent Act of 1959, sets forth as follows:
1) A patentee or its exclusive licensee may demand a person who infringes or

10 |chiro Kiyose “Tokkyo Ho Genri “ (The Principle of Patent Law), Gangshodo Shoten, 1921,
pa72
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is likely to infringe the patent right or its exclusive license to stop or prevent
such infringement.

2) In making a demand under the preceding paragraph, the patentee or
exclusive licensee may demand measures necessary for the prevention of
such infringement including the disposal of products constituting such act of
infringement and the removal of facilities used for the act of infringement.*!

A likewise injunction is available for each of the other industrial property rights such
as utility model, design and trademark. The injunction is available whenever an infringed
patent is found valid by the court. The Copyright Act also entitles the author, the
copyright owner, the publisher or the owner of neighboring right to claim an injunction of
the copyright against the infringer (Article 112). An injunction is available for the owner
of a trade secret when its business interest is violated or likely to be violated by the act
of unfair competition.

Table 1-3: Statutory provisions for injunction

Name of the Act Article Measures to be taken lawfully
The Patent Act 100 Stoppage, Prevention and/or Disposal
The Utility Model Act 27 of the infringing goods/ Removal of
The Design Act 37 devices and equipment used for
The Trademark Act 36 producing the infringing goods/Other
The Copyright Act 112 measures to prevent infringement
The Unfair Competition 3

4. Public policy

The effect and scope of the enforcement of IPRs has been discussed within the
framework of the industrial property right in legal terms. In recent years, however, the
enforcement of IPRs has been analyzed and appraised in non-legal terms. A good
example is the empirical report published by the Economic Research Institute for
ASEAN and East Asia (ERIA). The ERIA report recognizes that the enforcement of IPRs
plays an important role in driving foreign direct investments (FDI) into developing
nations.

To be more specific, the ERIA Project Report FY2013 No. 16 states, “Reforming the

11 These two provisions are substantially the same as those in the Utility Model Act, Article
26, the Design Act, Article 37 and the Trademark Act, Article 36.
11



Intellectual Property System to Promote Foreign Direct Investment in ASEAN” analyzes
major aspects of IPR-related factors: 1) “trademark”, “trade secret” and “patent,” 2) cost
of obtaining IPRs and examination timeline, 3) availability of remedies (injunction and
damages) in trademark and patent, 4) harmonization of IP examination system, 5)
import/export control of counterfeit goods and 6) lack of well-structured IPR-related
information system.? Based on its analysis, the ERIA report recommends the following
policy implications:
* To improve the level of legal development of IPRs and the level of
implementation and enforcement of IP laws
+ To establish a well-structured and user-friendly information system and
service for searching IPRs and referring IP-related procedures
* To construct a more harmonized IP system in ASEAN

* To leverage the IP system to foster innovation in the ASEAN region

It is clear from the report that the enforcement of IPRs in the 215 century is not only an
important component to support the intellectual property system, but also an important
driver for developing nations to attract foreign direct investment from developed nations.

12 The ERIA is an international organization established by a formal agreement among 16
heads of government at the 3rd East Asia Summit in Singapore on 21 November 2007.
ERIA works closely with the ASEAN Secretariat, researchers and research institutes from
East Asia to provide intellectual and analytical research and policy recommendations. The
ERIA also works for capacity building aimed at strengthening policy research capacities in
less developed countries. A copy of the full report is available from the ERIA website at:
http://www.eria.org/publications/research_project_reports/FY2013/No.16.html
12



Photo 1-2. The ERIA IPRS Report, FY2013, No. 16
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To sum up, arguments on the enforcement of IPRs has so far been made in order to
assure the interest of the holder of IPRs. In other words, the enforcement of IPRs was
an important vehicle to sustain the position of technological head-starters. However,
studies show that it is a system to help the late-starters to develop their technologies
and industries.

In the following chapters, discussion is made on the status of the enforcement of
IPRs in Japan and new environments surrounding it.

(This chapter is authored by Jinzo Fujino®)

13 Adjunct professor at Tokyo University Science, School of Innovation Studies. With a
master of law from Waseda University, he wrote three books on the interplay between
patents and technology standards.
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(This chapter is authored by Hideaki Yoshida®)

25 Dr. Hideaki Yoshida is a patent attorney specialized in bioscience and pharmaceutical
technologies. He has obtained a doctorate of medicine from Hokkaido University and a
master of intellectual property from Tokyo University of Science.
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lll.  Changing Environments

1. Limited enforcement under the standard-essential patent (SEP)

(1) General view of global trend

In recent years, the interplay between patents and technology standards has been
getting more important for technical innovation and economic growth than ever. While
patents enable innovative companies to invest for research and development,
technology standards ensure the dissemination of interoperable technologies among
companies and consumers. The more the interplay becomes important, the more the
risk of patent disputes increases. This is due to the nature of patents, wherein the patent
holder is entitled to enforce its exclusive rights to protect investment.?®

When patents are enforced against the implementation of technology standards, it
is generally considered that patent enforcement has a negative impact upon the public
interest because the dissemination of technology standards is retarded by the exclusive
nature of patents. In the field of wireless communications, for example, the delayed
dissemination of technology standards may cause not only the slow development of
technologies in the industry, but also serves to inconvenience general consumers. A
good example to show the adverse influence of decelerated dissemination is the mobile
phone.

If a technology essential for mobile phones in wireless communications is
protected under patents, the technology might not be available for companies who
desire it for the manufacture of their own mobile phones due to high patent royalties
among other licensing terms. This might cause the number of mobiles phones put on
the market to be limited in number. Even if a patent royalty for an individual license is
available at an ordinary rate, the royalty would be stacked to substantially prohibit the
reach of new comers to the market when there are many patents that are essential for
the manufacture of mobile phones.

In many countries, therefore, the enforcement of patents has been limited to the
extent that seems to be reasonable on a case-by-case basis when a standard-essential
patent (SEP) is declared to be licensed on fair, reasonable and non-discriminatory
(FRAND) terms. In some countries, the injunction of SEP infringement is limited on

26 |n the European Union, for example, this issue is regarded as critically important for the
achievement of the Digital Single Market. The European Commission released a policy
statement in November 2017 in which action items to solve problems are highlighted. See
“Communication from the Commission to the European Parliament, the Council and the
European Economic and Social Committee — Setting out the EU approach to Standard
Essential Patent.” (COM (2017)712 final)
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various grounds, most typically under the rationale regarding abusive use of the
exclusive right under the competition law. In the EU, for example, the European Court of
Justice (ECJ) set a judicial framework for injunctive relief regarding SEP in the case of
Huawei v. ZTE.?” Fig. 3-1 shows the flow of license negotiation.

Fig.3-1 CJEU process adopted in Huawei
(Source; Georg Nolte  “Injunctions in SEP cases in Europe”?®)

Obligations for SEP Holder Obligations for ah aleged
infringer

No Did SEP holder give notice to Yes 3 Was the infringer willing to take a No }_
Infringer? license? {
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-{ No F Did SEP holder offer a FRAND license? Yes FRAND counteroffer? ‘1 No I'

Yes
Did the infringer render accounts and
Counteroffer relected? _Er_’ provide appropriate security? | No

Yes

P holde ot ge P SEP holder will get the
0 injunction

(2) Case Study: Apple v. Samsung?®

The outline of this case is already discussed in Chapter Il. Nevertheless, this section
cites the case again for further discussion in the context of limitation of enforcement.

In 2006, Samsung filed a patent application in Japan for a packet data transmission
process. In 2007, Samsung declared to the ETSI (an European standard-setting
organization for telecommunications) an irrevocable license in FRAND terms when its
patent application for the packet data transmission was granted a patent. A patent was
granted to Samsung’s patent application in 2010.

27 Case C-170/13 Huawei Technologies, EU:C:2015:477
28 An electronic copy of the article is downloadable from:
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2984193
29 Tokyo District Court (Hei 23(wa)), No. 27941; Intellectual Property High Court (Hei 25
(ne) No. 10043; (Hei 25 (ra) No. 10007) and (Hei 25 (ra) No. 10008)
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Apple’s smart phones and tablets both implemented the UMTS standard to which
the Samsung’'s patent was related. In March 2011, Samsung sued Apple for
infringement of its patent that was declared to be essential for UMTS. The suit was
brought to the Tokyo District Court. Apple counter-sued Samsung for a declaratory
judgment action (DJA) to ask the court to confirm that there was no right on Samsung to
claim damages under the patent.

Even after filing the suit, licensing negations remained ongoing between the parties.
In July 2011, for example, Samsung informed Apple of its willingness to license its SEP
at X% (a figure undisclosed by the court). Apple answered that the proposed rate was
too high to accept. In January 2012, Samsung requested Apple to counter-offer its own
proposal for the license. In response, Apple offered a royalty at Y%, but Samsung
responded that Apple’s offer was too low to accept.

The court heard arguments of the parties on the issues of liability and remedies. In
addition to technical arguments, Apple raised a contract theory to justify its argument
that a patent license contract had been constituted because Samsung declared a
FRAND license to the ETSI, and Apple accepted to take the license in FRAND terms.
According to Apple, a contract had already been established between Samsung and
Apple in legal notion, and under the thus-established contract, Samsung could no
longer enforce its SEP. Samsung counter-argued that the license terms proposed thus
far were not specific enough so as to constitute a contract between the parties.

The court first decided on the liability issue, and concluded that the SEP was valid
and infringed by Apple’s i-Phone 4 and iPad2. Nevertheless, the court refused the
injunction claim and the damages claim requested by Samsung. The court relied on the
rationale that Samsung lacked in a bona fide in licensing negotiations, which caused an
exercise of the “abusive use of rights” under the Civil Code, Section 1.

The case was appealed to the IP High Court.
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[Products in question]
<iPone4> 3° <iPad2 Wi-Fi+3G>%!

[Appeal Court’s Judgment]

The grand panel heard this appeal case in the appeal court®?, which decided that the
injunction claim by the SEP holder, Samsung, who had declared a FRAND license,
would constitute an abusive use of rights under the Civil Code when Samsung
attempted to enforce its SEP; and that the damages claim also might constitute an
abusive use of rights when royalties demanded by Samsung exceeded the scope of the
FRAND framework.

The appeal court also established a rule of exception, however, that the damages
claim by the SEP holder should not be limited in a case where the other party is not
serious about taking a FRAND license. When the other party is unwilling to take a
FRAND license, the SEP holder may claim damages in the amount beyond the scope of
the FRAND framework. In such cases, the SEP holder bears an additional burden of

proof.
Table 3-1 Findings of the two courts in comparison
Issues Liability Remedies
Court Infringement Damages Injunction
Tokyo District Court YES NO NO
IP High Court YES YES NO

30 Source of the photo: Wikipedia (https://ja.wikipedia.org/wiki/I[Phone_4), copyright free
under the Creative Commons license.

31 Source of the photo: Official Site of Apple. Inc. (visited on January 9, 2018)
https://support.apple.com/kb/SP622?locale=ja_JP&viewlocale=ja_JP

32 The grand panel is formed when the IP High Court considers that the case is important
legally and socially. The grand panel comprises five presiding judges from each department
of the court.
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2. Limitation of the enforcement against the patent assertion entity (PAE)

Entities whose business model is to assert patent rights for monetarization are
increasingly involved in the SEP market. The term “patent assertion entity”, or PAE,
refers to a firm that primarily acquires patents from a third party, and asserts them
against accused infringers. The PAE generates revenue by licensing its patents, or
more rarely, by obtaining court-ordered damages in patent infringement litigation.
Furthermore, the PAE generally initiates negotiations that may lead to a license by
communicating a demand for payment to, or filing an infringement suit against, an
accused infringer. Asserting its patent is a means for generating revenues, and litigation
is an indispensable tool for the PAE. Generally, PAEs do not manufacture, distribute, or
sell products.

A recent report announced by the U.S. Federal Trade Commission divides business
models of the PAE into two groups: Litigation PAE and Portfolio PAE.3? Litigation PAEs
are featured in the tactic of “sue first and negotiate later.” They sue potential licensees
first, and settle shortly afterward by entering into license agreements. In this case, the
number of patents asserted is small; often fewer than ten patents. The settlement
amount is relatively low.

Fig. 3-2 Business model of Litigation PAE’

Portfolio. M’ Afate1

In comparison, Portfolio PAEs generally negotiate licenses without suing potential

licensees. Their licenses cover a large portfolio including a huge number of patents, in
the hundreds and thousands. The value of the portfolio license was typically in the
millions of dollars. Portfolio PAEs typically funded their initial patent acquisitions through
capital raised from investors, including institutional investors or manufacturing firms.
Portfolio licenses are active in the field of wireless communications. In Europe, there are
a number of pending litigations in which a portfolio PAE is involved as the SEP holder.
In Japan, there are no reported cases involving the portfolio PAE as a party,

33 See, “Patent Assertion Entity Activity - An FTC Study,” United States Federal Trade
Commission, October 2016, p.15
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although the portfolio license business is ongoing.

Fig.3-3 Business model of Portfolio PAE

m

Controlling Entity
(Porttolio PAE)

3. Enforcement against counterfeits on the Internet3

An analytical report in 2006 stated that some 14 percent of counterfeit and piracy
investigations involved transactions carried out over the Internet.*® The internet has no
territorial limits, and has opened the door to infringement of intellectual property rights
(IPRSs). Counterfeits of any kind are traded or exploited online or through websites.
Massive amounts of copyright-protected content in digital form are also distributed
online without permission via dedicated websites or file-sharing networks.

Such activities on the Internet raise a number of legal questions in connection with
the enforcement of IPRs. To address these legal questions, the international agreement
offers the most comprehensive set of rules (the 1994 Agreement on Trade-Related
Aspects of Intellectual Property Rights (TRIPS Agreement)). While the TRIPS
Agreement sets out a large number of standards, infringement carried out over the
Internet has some peculiar difficulties that are not addressed in the TRIPS Agreement.
These include, for example, difficulty in identifying the infringer, the application of private
international law, and use overseas.%®

34 This section is prepared based on the article “IP Infringements on the Internet — Some
Legal Considerations” by Heike Wollgast in the WIPO Magazine, January 2007.
35 This figure is based on statistics compiled by the Business Action to Stop Counterfeiting
and Piracy (BASCAP), see, 15).
36 Various efforts have been made In order to overcome these shortcomings of the TRIPS
Agreement. This resulted in the Anti-Counterfeiting Trade Agreement (ACT) which is a
multinational treaty to set up international standards for the enforcement of IPRSs, higher
than those of the TRIPS and the WIPO. See Mohammad Bagherpout, “The Enforcement of
Intellectual Property Rights in Digital Environment Based on ACTA,” Mediterranean Journal
of Social Sciences, MCSER Publishing, Rome-Italy, Vol. 4, No. 11, October 2013.
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1) Identifying the infringer

The information required to identify an online infringer can often only be obtained
from the Internet Service Provider (ISP). However, there are no harmonized rules at the
international level as to whether the ISP is obliged to disclose a subscriber’s identity or
other related information. The TRIPS Agreement (Article 47) includes an optional
provision that addresses the right of information in connection with civil proceedings, but
its application is limited. This is one of the reasons under international settings as to why
information that the infringer himself must disclose does not reach third parties.

In this regard, national laws offer different approaches; and efforts have been made
in different ways. For instance, the European Union Directive (2004/48/EC of April 29,
2004) on the enforcement of IPRs is supposed to harmonize the situation among EU
countries by establishing, in principle, this kind of right of information against certain
third parties.

2) lIssues involving private international law

Online infringement often involves cross-territorial actions. This raises complicated
legal questions regarding private international law and procedures. These questions are
not necessarily new, but there is a difference in degree and nature when these concepts
are applied to the disputes in the global Internet environment.

One of the questions, for instance, is whether allegedly infringing content that was
accessible online in a certain country would be regarded as a sufficient fact to establish
jurisdiction of a court in that country. Another question is whether such jurisdiction would
extend to determining compensation for the entire damage suffered beyond the country.
A further question is how the practice of forum shopping can be dealt with in this context.
Although case laws have been developed in this field, the situation remains unchanged
in that different national or regional private international laws systems must coexist.

3) Therisk of being sued abroad

For businesses involved in e-commerce, compliance with the IP laws of the
countries in which a company operates may no longer be sufficient to ensure the
reliable management of legal risks. A company may diligently comply with the standards
governing the use of IP-protected content on its own territory. However, when the
content is used on the Internet, it becomes instantaneously accessible in numerous
places across the globe, where some of its use may not be legitimate.

WIPO proposes a possible way to avoid concerns regarding the conflict of
trademarks with those in other forums. The provisions address three main questions,
which are as follows: When can the use of a sign on the Internet be considered to have
taken place in a particular country? Can those who own conflicting rights in identical or
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similar sighs make use of these signs online, and if so, under which circumstances?
And, finally, how can courts take account of the territorial basis of trademark rights when
determining remedies? 3’

The effective enforcement of IPRs on the Internet is a complex affair.
Developments at various levels are seeking to adapt existing enforcement mechanisms
to the specific features of online infringements. As yet, however, diverse national
approaches may often make it difficult for rights holders to assess the risks and
advantages related to specific enforcement action. This continues to create uncertainty
for businesses operating online, as well as for consumers.

In Japan, the risk of IPR enforcement against the use of content on the Internet is
coming out as a serious concern for everyone, resulting in counter-measures being
taken. Most commonly, the awareness of employees is regarded as key, and many
companies and other institutions have their own manuals prepared for the education of
their employees. While there are no standardized forms of the manuals, these usually
cite actual cases in which the use of goodwill by employees is questioned a violation of
the law.

4) Case Study: “e-sight” v. “e ¥#bh* (“esite”)

In this context, many cases are not reported in Japan. Most of the reported cases
are infringements of registered trademarks. Here is one example to show the state of
legal implication in this field.

The Plaintiff owns a registered trademark "e-sight" for the trademark class 35
covering the business of management consultancy, market research, provision of
information on product sales, and hotel management.

The Defendant uses a mark “e ¥b“ (or “esite”) for its webpage and business
brochures in combination with the corporate name “DoCoMo.” In the dispute before the
Tokyo District Court, the Defendant argued that the mark “e %k, or its counterpart in
English “esite”, is a component of the logo to have been used in combination with the
company name “DoCoMo.” The mark has been used, the Defendant argued, as the
suffix to the company logo, and it did not function to distinguish the owner of the mark
from others.

The court decided that most of the visitors to the webpage are users of the services
provided by NTT DoCoMo. The purpose of their visit to the website was to change the

87 The WIPO Joint Recommendation Concerning Provisions on the Protection of Marks,
and Other Industrial Property Rights in Signs, on the Internet
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terms of contracts on mobile phone servicers. The indication on the website leads the
visitor to believe that the webpage is for the Defendant, but not others. There is no
confusion among the consumers that the brochures are prepared by the Defendant to
introduce its services and products. Under such circumstances, there shall be no
confusion with the “e-sight” trademark among consumers.

Table 3-2 The brief of the case “e-sight” v. “esite”

Tokyo District Court, decided Dec. 1, 2004

Plaintiff’ s trademark | Defendant mark | TM Class Conclusion

e-sight e ¥1b (esite) Cl. 35 No confusion

(This chapter is authored by Jinzo Fujino.)
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