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Foreword

The Foundation for Intellectual Property, Institute of Intellectual Property conducted the 2018
Collaborative Research Project on Harmonization of Industrial Property Right Systems under a
commission from the Japan Patent Office (JPO).

Various medium-term issues need to be addressed to encourage other countries to introduce
industrial property right systems helpful to the international expansion of Japanese companies and to
harmonize the industrial property right systems of major countries, including Japan. Accordingly,
this project provided researchers well-versed in the Japanese industrial property right systems with
an opportunity to carry out surveys and collaborative research on these issues with the goal of
promoting international harmonization of industrial property right systems through use of the
research results and researcher networks.

As part of this project, we invited researchers from abroad to engage in collaborative research
on the target issues. This report presents the results of research conducted by Prof. Song, Hongsong,
Yantai University, School of Law, an invited researcher at our Institute.” We hope that the results of
his research will facilitate harmonization of industrial property right systems in the future.

Last but not least, we would like to express our sincere appreciation for the cooperation of all

concerned with the project.

Institute of Intellectual Property
Foundation for Intellectual Property
March 2019

* Period of research in Japan: From September 26, 2018, to February 28, 2019
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Abstract

In order to provide substantive basis for border measures concerning goods in transit, it is
necessary for Japan to adjust relevant provisions in industrial property laws and entitle the proprietor
of industrial property to prevent infringing goods in transit from being brought into Japan. When
dealing with goods in transit, the new approach must take into account of the legal status of goods in
transit in the country of destination, and only allows the right holder to refuse the release of the
infringing goods in transit when the right holder also has right to prohibit importation of such goods
into the country of destination. Based on such approach, the harmonization of border measures

concerning goods in transit may reconcile the interests of the trade partners in the region of east Asia.

Summary

I. Introduction

Obliged by plurilateral, regional or bilateral trade agreements, countries in the region of east
Asia, such as Japan, China and South Korea, either have already adopted or is going to adopt
intellectual property enforcement border measures on goods in transit. However, none of the
industrial property laws in these states has specifically provided substantive rights to prevent goods
in transit as the basis of such border measures.

In order to provide legal standards for the IP enforcement authorities to determine whether
goods in transit infringe domestic industrial property rights, and harmonize the border measures
concerning goods in transit in the region of east Asia, three issues relating to I[P enforcement on
goods in transit have been discussed in this report, namely the definition of goods in transit,
substantive basis for IP enforcement border measures in domestic industrial property laws and

restrictive conditions to border measures concerning goods in transit.
I1. Goods in transit and customs IP enforcement border measures
1. Definition of goods in transit
The concept of “goods in transit” varies in different jurisdictions. A generally accepted
definition can be found from international instruments, such as TRIPS, GATT, ACTA and Revised

Kyoto Convention. From the perspective of international context, in-transit is a customs procedure

which allows foreign goods temporarily passing across the territory of the country of transit under



customs control without going through the formality for import or export (releasing for free
circulation), and may include transhipment, breaking bulk, placing in bonded warehouses, bonded
areas or free zones, and other customs procedures under which the goods are not released for free

circulation and are kept under customs control.

2. IP enforcement border measures concerning goods in transit

As provisional measures to control the movement of suspected IP infringing goods in transit,
Customs authorities may suspend the release of suspected goods in transit upon their own initiative
(ex officio) or request of a right holder. As the condition to suspend the release of goods into free
circulation, the customs authorities also have the authority to require an applicant to provide a
reasonable security or equivalent assurance sufficient. The customs provisional measures shall be
reviewed by a judicial or other independent authority through the proceedings leading to a decision
on the merits of the case initiated by IP right holders or the owner, declarant, or consignee of goods
in transit. Customs or other competent authorities also have the authority to order the destruction or

disposal of infringing goods subject to judicial review.

II1. International framework of border measures concerning goods in transit

1. Obligation of IP enforcement border measures concerning goods in transit

In the post-TRIPS age, more and more plurilateral, regional and bilateral trade agreements,
such as, US-Mexico-Canada Agreement, US-Korea Free Trade Agreement, Sino-Korea Free Trade
Agreement and Agreement between Japan and Australia for an Economic Partnership, start to adopt
border measures concerning goods in transit as a typical TRIPS-plus IP enforcement approach, and
oblige members to take customs actions against suspect goods in transit ex officio and/or on request
of'aright holder. Although the trade agreements with compulsory border measures on goods in transit
only have limited number of contracting parties, their influence and legal effect should not be
underestimated because of the advantages of their contracting parties in trade negotiations and the

diffusing effect of the most-favoured-nation treatment (MFN) in TRIPS Agreement.

2. Restrictions on domestic legislation

Although TRIPS Members are allowed to implement more extensive protection than required

by TRIPS, it is argued that the border measures on goods in transit in domestic legislations shall not



exceed the restrictions in WTO system. Measures and procedures to enforce intellectual property
rights shall not create barriers to legitimate trade, especially legitimate international trade of
pharmaceutical products provided in Doha Declaration on the TRIPS Agreement and Public Health,

or contradict the principle of freedom of transit in GATT.

3. Spaces for domestic legislation and regional harmonization

Lack of substantive rules on IP enforcement border measures on goods in transit, the current
international framework on trade issues leave plenty of spaces for domestic legislation to define the

conditions of substantive right of transit and the manner to enforce it.

IV. Domestic rules on IP enforcement measures on goods in transit

1. The scope of goods in transit in Japan’s Customs Act

In Japan’s Customs Act, the concept of “goods in transit” may be covered by the concept of
“foreign goods”. Five types of goods in Japan’s Customs Act, i.e. offshore transshipment, berthing
with the intention of unloading, temporary unloading, reshipment and customs transit may fall in the

scope of goods in transit in the sense of this research.

2. Customs IP enforcement border measures on goods in transit

In Japan’s Customs Act, there are five situations relating to cross-border goods subject to
customs IP enforcement measures, which include storage of foreign goods in bonded areas, customs
transit, exportation, importation and reshipment. Japanese customs may take IP enforcement border
measures against exportation, importation and reshipment either on request or ex officio, while there

are only ex officio customs measures available for storage in bonded areas and customs transit.

3. Corresponding substantive rules in industrial property laws

In Japan’s industrial property laws, the definition of “use” or “working” the subject matter of
industrial property and the scope of IP infringement acts include import and export, but do not
expressly include goods in transit. Certain situation of goods in transit, such as reshipment, is
regarded as export by the interpretation of JPO, while others are unclear. Although certain scholars

suggest that carrying goods into bonded areas should be regarded as importing and therefore may
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constitute IP infringement, there is no consensus and judicial decision on this issue yet.

V. Comparative analysis of approaches dealing with goods in transit

1. People’s Republic of China

In the Customs Law of China, goods in transit correspond to goods passing through Chinese
territory temporarily, which covers transit goods, transshipment goods and through goods, goods
granted with specific duty reduction and exemption, temporary import and export goods, bonded
goods and other inward and outward goods for which Customs formalities have not been completed.

According to the Regulations of China on Customs Protection of Intellectual Property Rights,
Chinese customs authorities do not have legal authorization to take IP enforcement action against
goods in transit. However, China-Korea Free Trade Agreement requires China to adopt border
measures on transshipment, placement under a free zone and placement under a bonded warehouse
of goods infringing an intellectual property right in domestic legislations.

There is no substantive exclusive right to prevent goods in transit in China’s Trademark Law
and Patent Law. Supreme Court decisions on label processing goods solely for exportation make
goods in transit difficult to be deemed as trademark infringement, while it seems that at least patented

goods in bonded areas may be deemed as import goods and constitute patent infringement.

2. Republic of Korea

South Korea adopts a broader concept of “goods in transit” in practice, which includes
transshipment, placement under a free zone and placement under a bonded warehouse of goods. The
Korean Customs Act expressly authorizes customs office to apply IP enforcement border measures
on transhipment and combined transshipment goods, goods shipment into a bonded area, bonded
transportation goods, or temporary unloading goods either ex officio or on request of a right holder.

The industrial property laws in Korea do not expressly grant substantive right to right holders
to prevent suspected IP infringing goods in transit from being released into free circulation.
Trademark protected goods in transit may be deemed as either export or import, while patented goods
in transit may only be deemed as import. The official attitude on this issue is not clear without

effective judicial decision.
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3. The United States

The newly concluded United States-Mexico-Canada Agreement (USMCA) requires customs
authority to initiate border measures ex officio against suspected counterfeit trademark goods or
pirated copyright goods under customs control that are in transit, and admitted into or exiting from a
free trade zone or a bonded warehouse.

There are three parallel mechanisms offering protection to IP holders against infringing
imports into the United States. The U.S. Customs and Border Protection (CBP) is authorized by the
Customs Regulation to prohibit the importation of goods infringing trademarks, trade names and
copyright. With respect to industrial property rights in addition to trademarks and trade names, CBP’s
authority is limited to enforcing exclusion orders issued by ITC and injunctions issued by civil courts.
The U.S. International Trade Commission (ITC) is authorized under Section 337 of the Tariff Act of
1930 to investigate the unfair methods of competition and unfair acts in the importation of articles,
and the importation of articles that infringe patent, trademarks, copyright, design and mask works.
The United States court system, including federal and state courts, has broad jurisdiction on
intellectual property disputes, and may direct Customs to engage in enforcement of intellectual
property as part of any court ordered remedy.

Neither the Customs laws nor the industrial property laws explicitly provides border measures
against goods in transit. However, the U.S. case law confirms that Foreign Trade Zone is within the
jurisdiction of the Lanham Act, which protects marks having been registered in the United States
Patent and Trademark Office from the deceptive use in “commerce which may be lawfully regulated
by Congress”, patent laws of the United States apply with full force and effect to the Foreign Trade
Zone. Foreign goods entering a foreign trade zone are considered to be physically imported into the

United States by an administrative decision made by the CBP.

4. European Union

Regulation (EU) No 608/2013 and Community Customs Code, the subject matters of IP
enforcement border measures may cover goods entering or leaving the customs territory of the Union
without being placed under a customs procedure and goods placed under a suspensive procedure or
in a free zone or free warehouse.

Except in Finnish Trademarks Act 2006, there is no IP legislation in other EU member states
which provides the substantive right for IP right holder to prevent goods in transit. In order to resolve
this problem, a so-called “manufacturing fiction” has been developed by judicial practice, based on

the ambiguous provisions in Council Regulation (EC) No 3295/94 and Council Regulation (EC) No



1383/2003. This unilateral approach also caused strong complain from developing countries, and was
accused to be an unreasonable interruption to legal trade.

The decisions made by European Court of Justice held that goods in transit may only infringe
the IP right in the country of transit when there is risk of diversion into the internal market. The ECJ
decisions do not support manufacturing fiction, and deny the Regulation of Customs IP Enforcement
may provide substantive legal basis for border measures against goods in transit. Regulation (EU)
608/2013 also confirms the Regulation does not set out substantive criteria for intellectual property
infringement.

After an Understanding on Issue of Seizure of Indian Generic Drugs in Transit was reached
between EU and India, EU not only removed the ambiguous legal basis of manufacturing fiction
from its Customs Intellectual Property Rights Enforcement Regulation, but also granted the right to
prevent counterfeit goods in transit to the trade mark proprietor in the Directive of Trademark Law
provided the right holder is also entitled to prohibit the placing of the goods on the market in the

country of final destination.

VI. Proposal for regional harmonization and modification of domestic laws

The review of legal practices in different jurisdictions illustrates that goods in transit are treated
quite differently in the industrial property laws in different jurisdictions. In order to choose the most
appropriate solution, it is necessary to explore the policy goals behind those solutions and analyze

which approach may reconcile different policy goals.

1. Policy goals behind different approaches

There are different policy goals behind different approaches dealing with border measures on
goods in transit. The first is protecting domestic market from being disrupted by counterfeiting goods,
which is the policy goal behind traditional border measures on import. The second is impeding the
global proliferation of IP infringing goods, which is the major consideration of border measures on
goods in transit. The third one is facilitating international trade, which constitutes a restrictive
condition to IP enforcement border measures as a primary policy goal of the World Trade
Organization. Finally, border measures on goods in transit should also be implemented in a manner
supportive of WTO members’ right to protect public health and, in particular, to promote access to

medicines for all.
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2. Evaluation of different approaches against policy goals

Different approaches adopted in different jurisdictions may have different condition for border
measures on goods in transit. In order to find the most proper solution, it is important to evaluate
their compatibility with the above-mentioned policy goals.

The approach only considering the legal status in the country of transit may well achieve the
policy goals to protect domestic market and impede proliferation of IP infringing goods, but cannot
reconciliate to the policy goals to facilitate international trade and protect public health.

Compared with the first approach, the approach also considering the legal status in the country
of origin could be less harsh, and more compatible with the policy goals to facilitate international
trade and protect public health. However, this approach may still be used to prevent the transit of
goods which are legitimate in the country of destination, and thus may not be completely compatible
with the policy goals to facilitate international trade and protect public health.

This approach also considering the legal status in the country of destination may stop the goods
in transit infringing IP rights both in the country of transit and the country of destination, while still
allows the goods which can be legally imported in the final destination pass through the country of
transit. Therefore, it can be more compatible with the policy goals to facilitate international trade and
protect public health compared with the above-mentioned approaches.

This approach considering the risk of diversion onto domestic market would allow goods in
transit without risk of diversion onto the domestic market passing through the country of transit
regardless their legal status in the country of origin and the country of destination. Therefore, this
approach may be compatible with the policy goals of domestic market protection, trade facilitation

and public health, but cannot be compatible with impediment of proliferation of IP infringing goods.

3. Solutions to related operational issues

After the evaluation of different approaches against different policy goals, this report suggests
countries in the region of east Asia to grant an exclusive right to prevent IP infringing goods in transit
to right holders, and require the entitlement to prevent importation of the goods in the country of
destination as the condition for the right holder to exercise the right of transit in the country of transit.

Considering foreign facts is not contradictory to the principle of territoriality when the
domestic IP rules formally counts legal status of cross-border goods in certain foreign countries as a
condition of customs action. It is still the application of domestic law, not the application of foreign
law to the domestic dispute.

In order to distribute the burden of proof properly, it is better to require the trademark owners
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in the country of transit also need to prove their entitlement of trademark rights in the country of
destination. After the trademark owners in the country of transit prove they also enjoy trademark
protection in the country of destination, the declarant or the holder of the goods needs to prove the
trademark proprietor cannot prohibit the placing of the goods on the market in the country of final
destination.

In addition to trademarks, this approach may also be expanded to other industrial property
rights, since the basic issues resolved by this approach in the trademark area also exist in other areas

of intellectual property irrespective of differences in the configuration of different IP rights.

4. Contour of the substantive rights

According to the afore analysis, this report suggests that the states in the region of east Asia,
such as Japan, China and Korea, should adopt the right of transit in their industrial property laws,
and take the legal status of goods in transit in the country of destination as the condition of the
execution of the right of transit. In order to define the substantive right of transit accurately, the
proposed provision shall consider at least the following factors.

The subject matters of the right of transit for patent, utility model and design shall cover all
infringing goods. The subject matters of the right of transit for trademarks only include goods bearing
without authorization a trade mark which is identical with the trade mark registered in respect of such
goods, or which cannot be distinguished in its essential aspects from that trade mark.

“Carrying in transit” shall be added into the definition of “use” or “working”, or the scope of
the exclusive rights, parallel with producing, using, assigning, exporting, importing, or offering for
assignment an [P protected product.

Since the expressions of the scope of transit are different in different countries, in each
industrial property law, there should be a separate provision to provide the definition of “transit”,
which should be consistent with the scope of transit provided by relevant provisions in customs laws
in different jurisdictions.

This right to prevent goods in transit from being released into free circulation shall be lapse if
the right holder’s entitlement of IP protection on the same subject matter in the country of destination
cannot be proved, or the declarant or holder of the goods proves the right holder cannot prevent the

goods being legally imported into the country of destination.
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5. Model Provisions

“Carry in transit” shall be inserted into the Article 2 of the Patent Act and the Article 2 of the
Trademarks Act in Japan, Article 11 of Patent Law and Article 57 in Trademark Law in China, Article
2 of Patent Act and Article 2 of Trademark Act in Korea.

The definition of “goods in transit” shall be inserted into the Article 2 of the Patent Act and
the Article 2 of the Trademarks Act in Japan, Article 11 of Patent Law and Article 57 in Trademark
Law in China, Article 2 of Patent Act and Article 2 of Trademark Act in Korea.

The condition of considering legal status in the country of destination shall be inserted into the
Article 68 of the Patent Act and the Article 37 of the Trademarks Act in Japan, Article 69 of Patent
Law and Article 57 in Trademark Law in China, Article 94 of Patent Act and Article 108 of

Trademark Act in Korea.
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I. Introduction

Although there is no obligation to apply border measures to goods in transit in TRIPS
Agreement, several important plurilateral, regional and bilateral trade agreements relating to the
region of east Asia, such as Anti-Counterfeiting Trade Agreement, Trans-Pacific Partnership
Agreement, Agreement between Australia and Japan for an Economic Partnership, US-Korea Free
Trade Agreement and Sino-Korea Free Trade Agreement, all contain provisions about border
measures concerning goods in transit.

In line with international agreements, both Customs Acts in Japan and Korea require Customs
authority to prohibit transit of goods infringing IPRs, and Sino-Korea Free Trade Agreement also
requires China to adopt border measures against goods in transit. There seems to be a good
opportunity to harmonize the border measures concerning goods in transit in the region of east Asia.
However, the industrial property laws in these countries only provide right of importation or
exportation. None of the industrial property laws in these states has specifically provided substantive
rights to prevent goods in transit as the basis of such border measures. There also lacks of legal
standards for the Customs authority to determine whether goods in transit infringe domestic industrial
property rights.

This research is going to discuss three issues relating to IP enforcement on goods in transit.
The first issue is how to clarify the concept of goods in transit and separate it from normal importation
and exportation in industrial property laws. The second issue is how to establish substantive basis for
[P enforcement border measures in domestic industrial property laws. The third issue is how to
impose restrictive conditions to border measures concerning goods in transit, which may reconcile
the interests of the country of origin, destination and transit, and harmonize such measures on the
regional level.

In the post-TRIPS age, border measures against goods in transit have been accepted by more
plurilateral, regional and bilateral trade agreements as TRIPS-plus IP enforcement measures. During
this period, more and more researches started to concern that such measures may be incompatible
with Art.8.2 and Art.40.1 of TRIPS Agreement, and create barriers to legitimate trade. After India
and Brazil issued complaint to WTO DSU about seizure of drugs in transit against EU and one of its
member states, EU started to adjust its customs IP enforcement measures and relevant provisions in
its Directive of Trademark Law. Adopted by EU, the approach which considers the legal status of
goods in transit in the country of destination, starts to getting more influential.

Goods in transit should be treated as a separated subject matter of customs IP enforcement.
Border measures against goods in transit is not self-sufficient without the substantive basis in

domestic industrial property laws. Domestic industrial property laws should entitle the right holder



to prevent infringing goods in transit from being released. When dealing with goods in transit, an
appropriate approach should consider the legal status of goods in transit in the country of destination,
only allows the right holder to refuse the release of the infringing goods in transit when the right
holder also has right to prohibit importation of such goods into the country of destination. Based on
such approach, the harmonization of border measures concerning goods in transit may reconcile the

interests of the trade partners in the region of east Asia.

I1. Goods in transit and customs IP enforcement border measures

1. Definition of goods in transit

The concept of “goods in transit” varies in different jurisdictions. For example, Japanese

9]

Customs Law does not provide for the definition of “goods in transit”’, but has the concept of

“customs transit”; Korean Customs Law also does not provide for the definition of “goods in transit”,
only provides the definition of “transhipment?; Chinese Customs Law adopts a relatively narrow
concept of “goods in transit”, which only covers “those which pass through the territory from land™.
As a matter provided by many international treaties, it is better to find a generally accepted definition
from the international context.

Both Paris Convention for the Protection of Industrial Property (Paris Convention) and
Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS) contain the concept of
“goods in transit” is, although no obligation for its members to apply border measures to goods in
transit is required.* TRIPS Agreement classifies goods related to IP enforcement border measures
into three categories: importation, exportation and in transit, although it does not provide the
definition for goods in transit.

The definition of goods in transit can be found in “General Agreement on Tariffs and Trade”
(GATT 1994), a WTO agreement exclusively dealing with trade in goods. The concept of goods in
transit is defined in GATT 1994 as “[g]oods ... shall be deemed to be in transit across the territory
of a contracting party when the passage across such territory, with or without transshipment,
warehousing, breaking bulk, or change in the mode of transport, is only a portion of a complete

journey beginning and terminating beyond the frontier of the contracting party across whose territory

I' See AIPPI Question 230: Infringement of trademarks by goods in transit, Answer of Japanese National Group, 2009.

2 Article 2.14, Customs Act of Republic of Korea, 2015.

3 Article 100, Customs Law of the People’s Republic of China, 2017.

4 Paris Convention, Article 9 (4). The footnote 13 of TRIPS Agreement: “It is understood that there shall be no obligation to apply
such procedures to imports of goods put on the market in another country by or with the consent of the right holder, or to goods in
transit.”



the traffic passes™.’

In the post-TRIPS age, some plurilateral and regional trade agreements, such as Anti-
Counterfeiting Trade Agreement (ACTA) and United States-Mexico-Canada Agreement (USMCA),
further divided goods in transit into two categories: customs transit and transhipment.® By reference
to the International Convention on the Simplification and Harmonization of Customs Procedures as
amended (Revised Kyoto Convention), those agreements define “customs transit” as the customs
procedure under which goods are transported under customs control from one customs office to
another;’” “transhipment” as the customs procedure under which goods are transferred under customs
control from the importing means of transport to the exporting means of transport within the area of
one customs office which is the office of both importation and exportation.® Since Revised Kyoto
Convention separates customs warehouses and free zones from customs transit and transshipment,
some trade agreements also mentioned customs warehouses and free zones as situations similar to
goods in transit.’

From the perspective of international context, in-transit is a customs procedure which allows
foreign goods temporarily passing across the territory of the country of transit under customs control
without going through the formality for import or export (releasing for free circulation). In a broad
sense, in transit “may include transhipment, breaking bulk, warehousing, customs warehouses, free
warehouses, free zones and other customs procedures under which the goods are not released for free

circulation and are kept under customs control”.!

2. IP enforcement border measures concerning goods in transit

In order to facilitate international transit, customs authorities suspend duties and taxes of goods
in transit, and apply simplified administrative procedures and formalities to goods in transit, but this
does not mean goods in transit are not subject to customs supervision. Although TRIPS and ACTA
do not require its members to apply IP enforcement border measures to goods in transit, more and
more regional or bilateral trade agreements start to do so.!" Many countries, such as EU members,
South Korea, Japan, Mexico, have already revised their customs laws to accommodate IP
enforcement border measures concerning goods in transit.

The first step of customs IP enforcement action is to take provisional measures to control the

5 Article V.1 of GATT 1994.

¢ Article 5 (i), ACTA; Article 20.J.6, USMCA.

7 Article 5 (f), ACTA.

8 Article 5 (n), ACTA.

 See USMCA, Sino-Korea Free Trade Agreement, US-Korea Free Trade Agreement.

10 ATPPI, Working Guidelines: Question Q230, Infringement of trademarks by goods in transit, 2009.
11" See USMCA, Sino-Korea Free Trade Agreement, US-Korea Free Trade Agreement.
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movement of suspected IP infringing goods in transit temporarily. Customs authorities may suspend
the release of suspected goods in transit upon their own initiative (ex officio). When the customs
authorities have acquired prima facie evidence that an intellectual property right is being infringed,
they may act upon their own initiative and to suspend the release of goods in transit. When right
holders have valid grounds and adequate evidence for suspecting that the transit of IP infringing
goods may take place, they may lodge an application in writing with competent administrative or
judicial authorities for the suspension by the customs authorities of the release into free circulation
of such goods.

As the condition to suspend the release of goods into free circulation, the customs authorities
also have the authority to require an applicant to provide a reasonable security or equivalent sufficient
assurance. The owner, declarant, or consignee of such goods may also be entitled to their release on
the posting of a security in an amount sufficient to protect the right holder for any infringement
complying with conditions set by customs law.

The customs provisional measures shall be reviewed by a judicial or other independent
authority. Within certain period set by customs law (10 working days for example) after the applicant
has been served notice of the suspension, the applicant shall initiate proceedings leading to a decision
on the merits of the case, or apply to the duly empowered authority to take provisional measures
prolonging the suspension of the release of the goods, otherwise the goods shall be released. Where
the border measures are taken by customs ex officio, the owner, declarant, or consignee of such goods
also has right to lodge an appeal against the suspension with the competent authorities following
similar procedure.

As the permanent measure of remedy, Customs or other competent authorities not only have the
authority to issue injunctive relief, but also have the authority to order the destruction or disposal of
infringing goods subject to judicial review. In regard to disposal of counterfeit trademark goods,
TRIPS Agreement does not permit the goods simply removed the trademark unlawfully affixed to be

released into the channels of commerce other than in exceptional cases.'?

I11. International framework of border measures concerning goods in transit

1. Obligation of IP enforcement border measures concerning goods in transit

As the origins of the international framework of IP enforcement border measures,'® Paris

12 The procedures and measures for goods in transit have no substantial difference from those for import or export, detailed rules, see
Section 4 of Part III of TRIPS Agreement and other plurilateral, regional or bilateral trade agreements.

13 See Olivier Vrins, Marius Schneider ed., Enforcement of Intellectual Property Rights through Border Measures: Law and Practice
in the EU, Oxford University Press; 2nd edition, 2012, pp52-54.
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Convention for the Protection of Industrial Property (Paris Convention) and Berne Convention for
the Protection of Literary and Artistic Works (Berne Convention) provide the seizure of counterfeit
and pirated goods on importation as minimum standards for the protection of intellectual property.
Article 9 and Article 10 of the Paris Convention provide that “goods unlawfully bearing a trademark
or trade name” and “direct or indirect use of a false indication of the source of the goods or the
identity of the producer, manufacturer, or merchant” shall be seized on importation into those
countries of the Union where such mark, trade name or indications is entitled to legal protection.'*
Article 16 of the Berne Convention also provides the seizure of infringing copies of a work and
“reproductions coming from a country where the work is not protected, or has ceased to be protected”
on importation into “any country of the Union where the work enjoys legal protection”.!> However,
these conventions did not oblige their members to apply border measures on exportation and goods
in transit.'®

Although TRIPS Agreement did not expand IP enforcement border measures to exportation
and goods in transit, the WTO dispute resolution mechanism makes such provisions more binding
and effective. Border measures on exportation and goods in transit do not constitute minimum
standard of IP enforcement in TRIPS Agreement, but the wording for these two different subject
matters differs. For goods destined for exportation, the wording is positive. “Members may also
provide for corresponding procedures concerning the suspension by the customs authorities of the
release of infringing goods destined for exportation from their territories.”!” While for goods in
transit and parallel importation, the wording is negative. “It is understood that there shall be no
obligation to apply such procedures to imports of goods put on the market in another country by or
with the consent of the right holder, or to goods in transit.”!® It seems TRIPS gives its members
flexibility to decide whether apply border measures on goods in transit, but some members argue that
Article 41 constitutes ceiling for the reinforced TRIPS-plus IP enforcement measures, border
measures on goods in transit shall not create barriers to legitimate trade.!”

In the post-TRIPS age, more and more plurilateral, regional and bilateral trade agreements
started to adopt border measures concerning goods in transit as a typical TRIPS-plus IP enforcement
approach. ACTA members have the choice on whether “to adopt or maintain procedures with respect

9920

to suspect in-transit goods”~”, while TPP requires its members to choose between applying border

4 Article 9 and Article 10, Paris Convention.

15 Article 16, Berne Convention.

¢ “The authorities shall not be bound to effect seizure of goods in transit.” Article 9(4), Paris Convention.

17" Article 51, TRIPS Agreement.

8 Footnote 13, TRIPS Agreement.

19" See European Union and a Member State - Seizure of Generic Drugs in Transit - Request for Consultations by India, WT/DS408/1,
G/L/921, IP/D/28, 19 May 2010.

20 Article 16.2, ACTA.



t>! and providing “available information to another

measures ex officio with respect to goods in transi
Party in respect of goods that it has examined without a local consignee and that are transhipped
through its territory and destined for the territory of the other Party”?2. Many regional or bilateral
trade agreements, such as US-Mexico-Canada Agreement, US-Korea Free Trade Agreement, Sino-
Korea Free Trade Agreement and Agreement between Japan and Australia for an Economic
Partnership, further oblige members to apply IP enforcement border measures concerning goods in
transit, but in slightly different manners. Most American style trade agreements only require ex
officio customs action against suspect goods in transit,®> but some other agreements require customs
actions both ex officio and on request of a right holder?*.

Although the trade agreements with compulsory border measures on goods in transit only have
limited number of contracting parties, their influence and legal effect should not be underestimated.
First of all, these agreements mostly are conducted by developed countries or countries which are
influential in making international trade rules. The advantages of these countries in trade negotiations
make it more efficient to promote the TRIPS-plus IP enforcement border measures.

Secondly, the most-favoured-nation treatment (MFN) in TRIPS Agreement may enlarge the
legal effect of the TRIPS-plus approach in regional or bilateral trade agreements. The MFN in TRIPS
requires “[W]ith regard to the protection of intellectual property, any advantage, favour, privilege or
immunity granted by a Member to the nationals of any other country shall be accorded immediately
and unconditionally to the nationals of all other Members.”?* Since IP enforcement border measures
are “particularly confined to the protection of intellectual property”, not “law enforcement of a

general nature”,® such measures could not be exempted by Article 4 (a) of TRIPS. Whenever a



t.28 Members have the

TRIPS Agreement is generally considered as a minimal standard Agreemen
obligation to implement the minimal standards of IP protection provided in TRIPS, which constitute
the floor of TRIPS obligation. The same article also allows Members to implement more extensive
protection than required by TRIPS. This article is therefore considered as a mandate of TRIPS plus
standards. As an important component of the TRIPS plus approach, border measures on goods in
transit in regional and bilateral trade agreements have already exceeded the minimal standards set by
Article 51 of TRIPS Agreement. The question here is what is the limit of the ever-increasing border
IP protection.

In the WTO dispute, European Union and a Member State - Seizure of Generic Drugs in Transit,
India and Brazil raised a novel notion that the WTO TRIPS Agreement contains not only minimum,
but also maximum standards for IP enforcement.? Article 1.1 expressly allows WTO Members to
implement more extensive protection than is required in TRIPS but only “provided that such
protection does not contravene the provisions of this Agreement.”*® Although Article 1 does not
clarify what provisions may constitute the maximum standards, it is claimed by India and Brazil that
recital 1, Article 8.2, and Article 41.1 may constitute restraints to the IP enforcement measures related
to goods in transit.

In recital 1, TRIPS states that, in order to “reduce distortions and impediments to international
trade”, while promoting “effective and adequate protection of intellectual property rights”, Members
shall “ensure that measures and procedures to enforce intellectual property rights do not themselves
become barriers to legitimate trade”. *' Article 8.2 suggests Members taking appropriate measures
“to prevent the abuse of intellectual property rights by right holders or the resort to practices which
unreasonably restrain trade”.3? Article 41.1 further provides the IP enforcement procedures “shall
be applied in such a manner as to avoid the creation of barriers to legitimate trade”.’

From the above-mentioned provisions in TRIPS, it is clear that IP enforcement border
measures in domestic laws of WTO Members shall not have adverse effect on legitimate trade.
Although Members have the mandate to adopt IP enforcement border measures against goods in
transit, the border measures have to be restrained by maximum standards in these provisions. If
legitimate goods in transit can be exempted from border measures, the approach may not be deemed

as trade barrier.

There is no authoritative statement to clarify what may constitute the legitimate trade which

28 See Thomas Cottier, Pierre Veron ed., Concise International and European IP Law, Wolters Kluwer, 2nd edition, 2011, p10.

2 See Henning Grosse Ruse-Khan, A Trade Agreement Creating Barriers to International Trade? ACTA Border Measures and Goods
in Transit, 26 American University International Law Review (2011), p645.

30 Article 1.1, TRIPS Agreement.

31 Recital 1, TRIPS Agreement.

32 Article 8.2, TRIPS Agreement.

3 Article 41.1, TRIPS Agreement.



should be exempted. By now, there are two situations which have been discussed in international
forum. The first one is the situation in WTO dispute raised by India and Brazil against EU and one
of its Member states. In this dispute, medicines detained by customs of Netherland do not enjoy any
patent protection either in the country of origin (namely India) or the country of destination (namely
Brazil). This dispute indicates that, at least in transit goods legitimate both in the country of origin
and the country of destination could constitute legitimate trade provided by Article 41 in TRIPS.*
The other one is legitimate international trade of pharmaceutical products provided in Doha
Declaration on the TRIPS Agreement and Public Health.?> In order to give more space to the
developing countries facing crisis of public health, WTO allows them to use the mechanism of
compulsory license and exhaustion to import generic drugs. According to such declaration, not only
generic drugs involved in the India-EU dispute may constitute legitimate trade, drugs manufactured
and exported under compulsory license and parallel importation of generic drugs without the

authorization of right holders in the country of destination may also constitute legitimate trade.

(2) Freedom of transit:

As an approach relating to cross-border goods trade, border measures on goods in transit
should also comply with the requirements of WTO goods trade system. The most relevant instrument
is GATT 1994. Article V of GATT 1994 provides “freedom of transit through the territory of each
contracting party, via the routes most convenient for international transit, for traffic in transit to or
from the territory of other contracting parties”.’® In 2014, the Agreement on Trade Facilitation
strengths the key principle of freedom of transit as defined by Article V of GATT 1994. If domestic
IP enforcement border measures on goods in transit in a WTO Member have adverse effect to
freedom of transit, it might be deemed as violation of WTO obligation.

According to the wording of Article V of GATT 1994, and the interpretation of Panel Report
of Colombia-Ports of Entry, the principle of freedom of transit only requires Member to ensure the
transit through its territory via the routes most convenient for international transit, rather than via any
route.>” For countries on the key knot of the network of international trade, such as Netherland, the
border measures on goods in transit are more likely to interrupt the traffic in transit via the most
convenient routes, therefore the restraint from the principle of freedom of transit to these countries

might be more severe than to the countries which are not in such situation.

3 European Union and a Member State - Seizure of Generic Drugs in Transit - Request for Consultations by India, WT/DS408/1,
G/L/921, IP/D/28, 19 May 2010.

35 Doha Declaration on the TRIPS Agreement and Public Health, WT/MIN(01)/DEC/2, 20 November 2001.

36 Article V, Para. 2, GATT 1994,

37 See WTO Panel Report, Colombia — Indicative prices ad restrictions on port of entry, WT/DS366/R, 27 April 2009, para.7, p401.
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To decide whether border measures on goods in transit violate freedom of transit, it is not
sufficient to only consider the scope of freedom of transit, the exemption of freedom of transit should
also be taken into account. The first relevant exemption is in the paragraph 3 of Article V of GATT
1994. According this provision, traffic in transit “shall not be subject to any unnecessary delays or
restrictions”, “except in cases of failure to comply with applicable customs laws and regulations”.*8
As an integrated part of customs law, border measures against goods in transit may fall in this
exemption, because IP infringing goods fail to comply with customs laws and regulations.

The second relevant exemption is in Article XX (d) of GATT 1994. According to this provision,
if “measures are not applied in a manner which would constitute a means of arbitrary or unjustifiable
discrimination between countries where the same conditions prevail, or a disguised restriction on
international trade, nothing in this Agreement shall be construed to prevent the adoption or
enforcement by any contracting party of measures...necessary to secure compliance with laws or
regulations which are not inconsistent with the provisions of this Agreement, relating to customs
enforcement, ...the protection of patents, trademarks and copyrights, and the prevention of deceptive
practices”.* As an IP enforcement approach, border measures on goods in transit may well fit in
this exception, if such measures are applied in a manner required by GATT.

After a comprehensive analysis of relevant obligations and exemptions relating to freedom of
transit, it might be concluded that well-composed border measures on goods in transit have great
opportunity to comply with GATT obligation. The recent trend in plurilateral and bilateral trade
agreements to adopt such border measures may also support this conclusion. However, domestic
legislators should not forget to apply appropriate conditions to border measures on goods in transit,

so that such measures can meet the complicated requirements provided by WTO rules.

3. Spaces for domestic legislation and regional harmonization

Although the definition of goods in transit is provided TRIPS, GATT and ACTA, IP
enforcement border measures on goods in transit are required by TPP, USMCA and some bilateral
trade agreements, types of border measures and the procedures for customs IP enforcement actions
are also stipulated in these agreements, none of these agreements clarifies the substantive conditions
of such measures. Customs are expressly given the authority to seize goods in transit which are
suspected infringing intellectual property rights, but there is no instruction in these agreements on
how to decide whether goods in transit constitute IP infringement. Among the country of origin, the

country of transit and the country of destination, the law of which jurisdiction shall be applied,

38 Article V, Para. 3, GATT 1994.
® Article XX (d), GATT 1994,



whether customs have the authority to seize goods in transit when there is no substantive right for
right holders to prevent goods in transit, whether the legal status of the goods involved in the country
of origin and the country of destination should be considered when decide to seize goods in transit,
none of these issues has been resolved by the above-mentioned international agreements.

Lack of substantive rules on IP enforcement border measures on goods in transit, the current
international framework on trade issues left great legal uncertainty. While the ambiguity causes trade
dispute between country of origin, country of destination and country of transit on such issues, it may
also leave spaces for domestic legislation and regional harmonization on such issues. Although there
is no final resolution on the WTO dispute raised by India and Brazil against EU and its Member
states over seizure of generic drugs in transit, the international discussion about this issue raised
public concern over the consistency of border measures on goods in transit in certain jurisdictions
with TRIPS Agreement, Doha Declaration on the TRIPS Agreement and Public Health, and principle
of freedom of transit in GATT. Unilateral approach to apply border measures, i.e. only applying
domestic intellectual property laws of the country of transit without any consideration of the legal
status of goods in transit in the country of origin and the country of destination, may create barrier to
legal trade, have negative effect on the access of countries in public health crisis to generic
pharmaceutical products, and jeopardize the freedom of transit. Although there is flexibility for the
domestic legislation to determine the substantive conditions of how to carry out the obligation of IP
enforcement border measures on goods in transit, the above-mentioned principles of international
trade agreements may constitute the guidance and restrictions for domestic legislations to define

substantive conditions.

IV. Domestic rules on IP enforcement measures on goods in transit

1. The scope of goods in transit in Japan’s Customs Act

Although the concept of “goods in transit” exists in multiple international agreements signed
by Japan, such as TRIPS, ACTA and TPP, it is not specifically provided by the domestic customs
law and industrial property laws. In Japan’s Customs Act, the concept of “goods in transit” may be
covered by the concept of “foreign goods”. “Foreign goods” in the Customs Act means “goods the
exportation of which has been permitted and goods which have arrived in Japan from abroad
(including marine products taken from open sea by a foreign vessel) and for which import permission

has yet to be granted”.*® Thus, foreign goods may be classified into three categories, namely, export

40" Article 2 (iii), Customs Act of Japan.



goods after customs clearance, import goods before customs clearance, and goods in transit which
do not need customs clearance.

Although goods in transit are not divided into customs transit and transshipment in Japan’s
customs law and industrial property laws, these concepts exist in Japanese legal system. In Customs
Act, customs transit is defined as the transportation of foreign goods “between open ports, customs
airports, customs areas, customs offices, and places designated by the Director General of Customs”
“subject to declaration to, and approval of, the Director General of Customs”.*! Agreement between
Japan and Australia for An Economic Partnership (JAEPA) defines “transhipment” as the definition
“in the International Convention on the Simplification and Harmonization of Customs Procedures,
done at Kyoto on 18 May 1973, as amended”.*

According to the “Customs Working Group on Border Control of Intellectual Property
Infringing Goods”, cross-border goods in Customs Act may be divided into eight different types,
which are (1) passing through territorial water, (2) offshore transshipment, (3) berthing without
unloading, (4) berthing with the intention of unloading, (5) temporary unloading, (6) exportation, (7)
importation, and (8) reshipment.** Among these eight types, type (2), (3), (4), (5), and (8) may fall
in the scope of goods in transit in the sense of this research.

Because of the differences between the classifications in
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Goods Flow Under Border Control

Territorial Water

(1) Passing through
territorial water

(2) Offshore Bonded Area

Transhipment

(3) Berthing without
Unloading

(4) Berthing with
Intention of Unloading

(5) Temporary arca and shipping again

Placing foreign goods in a bonded ’
Unloading

(6) Importation

(7) Exportation

(8) Reshipment

Shipping foreign goods again to a foreign
country without finishing the import
procedure, for example, foreign goods
processed in a bonded factory

Chart 1: Goods flow under border control**

2. Customs IP enforcement border measures on goods in transit

There are eight provisions which provide customs control on IP infringing goods in transit in
Japan’s Customs Act. Five situations relating to cross-border goods in the Customs Act may be
subject to customs IP enforcement measures.

The first one is storage of foreign goods in bonded areas. Article 30 (2) prohibits the IP

4 Translated by the author into English, Japanese version, see id.



infringing goods (excluding those only infringing the right of layout-design of integrated circuits)
which arrive in Japan for the purpose other than importation from being stored in bonded areas. It is
believed that this Article aims at the situation of temporary unloading.*

The second one is customs transit. Article 65-3 prohibits IP infringing goods (excluding those
only infringing the right of layout-design of integrated circuits) which arrive in Japan for the purpose
other than importation from being transported under customs transit system as foreign goods.

The third one is exportation. Article 69-2 provides customs action to export goods. Items (iii)
and (iv) set forth the scope of customs IP enforcement action on export as goods that infringe patent
rights, utility model rights, design rights, trademark rights, copyrights or copyright neighboring rights,
or plant breeder’s rights, and goods that compose the acts set forth by Article 2 and Article 19 of the
Unfair Competition Prevention Act.

The fourth one is importation. Article 69-11 provides customs action to import goods. Items
(ix) and (x) set forth the scope of customs IP enforcement action on import as goods that infringe
patent rights, utility model rights, design rights, trademark rights, copyrights or copyright
neighboring rights, circuit layout design rights or plant breeder’s rights, and goods that compose the
acts set forth Article 2 and Article 19 of the Unfair Competition Prevention Act.

The fifth one is reshipment. Article 75 allows customs to apply Article 69-2 to 69-10 mutatis
mutandis to reshipment of foreign goods from Japan to foreign countries. Therefore, customs may
apply the measures and procedures of export to reshipment.

The customs IP enforcement border measures in Japan include measures on request and ex
officio. Only Article 69-2, 69-11 and 75 provide that right holders of intellectual property may initiate
customs IP enforcement action by application. Therefore, the customs actions on request may only
be applied to IP infringing goods under the situation of exportation, importation and reshipment.

The Customs Act also provides ex officio customs IP enforcement border measures for
exportation, importation and reshipment. Article 108-4 sets up criminal penalty for person who
violates Article 69-2 and 75. A person who exports or reship IP infringing goods “shall be punished
by imprisonment with work for not more than 10 years or a fine not exceeding 10 million yen, or
both.”*¢ Article 109 sets up criminal penalty for person who violates Article 69-11. A person who
imports IP infringing goods “shall be punished by imprisonment with work for not more than 10
years or a fine not exceeding 30 million yen, or both.”*’

There are only ex officio customs measures available for storage in bonded areas and customs

transit. Article 109-2 (2) sets up criminal penalty for person who violates Article 30 and Article 65-

4 Interview with an official in the Office of Intellectual Property Rights in Customs Clearance Division on 1st Nov, 2018.
46 Article 108-4, Customs Act of Japan.
47 Article 109, Customs Act of Japan.



3. A person who stores IP infringing goods in a customs area, or transports such goods as foreign
goods under customs transit system “shall be punished by imprisonment with work for not more than
10 years or a fine not exceeding 7 million yen, or both.”*

According to these Articles, Japanese customs has the authority to take IP enforcement border
measures against IP infringing goods in transit under the situation of storage in bonded areas, customs
transit and reshipment, which may cover most situations of goods in transit. Although ninety nine
percent of customs IP enforcement actions are taken at the stage of importation, no customs action
has been actually taken on goods in transit, it is safe to say the domestic customs IP enforcement

border measures have already meet the minimum requirements in relevant international agreements.

3. Corresponding substantive rules in industrial property laws

Goods in transit are not expressly included into the definition of “use” or “working” the subject
matter of industrial property, such as patent, trademarks, utility model, and design. In Patent Act,
“working” of an invention refers to producing, using, assigning, exporting, importing, or offering for
assignment a patented product.*” In Trademarks Act, “use” a trademark means “to affix a mark to
goods or packages of goods”, “to assign, deliver, display for the purpose of assignment or delivery,
export, import or provide through an electric telecommunication line, goods or packages of goods to
which a mark is affixed.”°

The provisions on the acts of infringement in Japanese industrial property laws also do not
mention goods in transit. In Patent Law, in addition to acts of producing, assigning, importing or
offering for assignment patented product, acts of possessing patented product for the purpose of
assigning or exporting it as a business may also be deemed as patent infringement.>! In Trademark
Law, “the possession for the purpose of assignment, delivery or export of the designated goods, or
goods similar to the designated goods or designated services, affixed with the registered trademark
or a trademark similar thereto on the goods or their packages” may also be deemed as trademark
infringement.>

In the Amendment of industrial Property laws in Japan in 2006, export was added to the
definition of the “working” or “use” of industrial property. These definitions can be found in Article
2, paragraph (3) of the Design Act, Article 2, paragraph (3) of the Patent Act, Article 2, paragraph

(3) of the Utility Model Act, and Article 2, paragraph (3) of the Trademark Act. Also, an act of

4 Article 109-2 (2), Customs Act of Japan.
49 Art.2 (3), Patent Act of Japan.

0" Art.2 (3), Trademark Act of Japan.
SUArt.101, Patent Act of Japan.

52 Art.37, Trademark Act of Japan.



possessing a product for the purpose of export was added to the “acts deemed to constitute
infringement” specified in Article 38 of the Design Act, Article 101 of the Patent Act, Article 28 of
the Utility Model Act, and Article 37 of the Trademark Act.

In the interpretation of JPO on the 2006 Amendment, certain situation of goods in transit may
be regarded as export, while others are unclear. Goods in transit are defined by JPO as “goods
infringing industrial property rights are exported from another country and unloaded in Japan for
transshipment to a third country (passing through Japan)”, and divided into three different types,
which are “(a) goods arriving in Japan from another country simply pass through the territory of
Japan”, which corresponds to passing through territorial water described above, or “(b) goods not
addressed to Japan are unloaded in Japan for the sake of rehandling and subsequently shipped to the
original destination”, which corresponds to temporary unloading, and “(c) goods addressed to Japan
are placed in a bonded warehouse, repackaged, sorted out or otherwise handled if necessary, and
subsequently sent to another country from Japan, which will be considered to be the country of
departure, without customs clearance”,* which corresponds to reshipment.

Except type (a), which is not subject to the customs control in Japan, the JPO Interpretation
regards type (c) as an act of export. According to JPO, although infringing goods of type (c) “do not
undergo customs clearance, those goods can be considered to exist in the territory of Japan because
they have been addressed to and unloaded in Japan. For this reason, the effect of the Japanese
industrial property laws can be considered to extend to those goods. Since infringing goods placed
in a bond warehouse could be assigned or otherwise handled, those goods are likely to damage the
interests of the right holder to the same extent as the infringing goods produced or otherwise handled
in Japan.”>

Although the JPO Interpretation does not provide how to deal with type (b), from the wording
of Article 30 (2) and 65-3 of the Customs Act, it seems temporary unloading and customs transit are
also regarded as export, since both clauses exclude the right of layout-design of integrated circuits
from the scope of customs IP enforcement action, whereas there is no right of export for the layout-
design of integrated circuits in Japan. Comparing with the wording of Article 69-2 (iii) (goods the
exportation of which is prohibited), which also exclude the layout-design of integrated circuits, and
69-11 (ix) (goods the importation of which is prohibited), which does not exclude the layout-design

of integrated circuits, it is more convincing that the customs regard temporary unloading and customs

transit as export or possessing for the purpose of export, when taking IP enforcement action.

33 JPO, Legal revision in 2006 (Law No. 55 of 2006) Reference Manual, p108,
https://www.jpo.go.jp/system/laws/rule/kaisetu/h18/tokkyo kaiseil8 55.html visited on 11 Mar, 2019.
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Despite the interpretation of JPO, which is followed by the customs office while has no binding
force to court, there is a point of view which regards temporarily unloading and carrying infringing
goods into a bonded area as “import”.>® Two precedents sentenced by the Supreme Court did state
that “the transport into Japan of stimulant drugs by vessel from seas beyond territorial waters is a
crime of importation of stimulant drugs”, and the crime is “consummated upon unloading of
stimulant drugs from the vessel to Japanese soil” (bonded zone).’” According to these precedents, it
seems bonded area should be treated as the territory of Japan, and storage goods in transit in bonded
areas should be regarded as import. Since the legislative purposes of the respective laws are different,
the term “import” used in various laws might have different meaning. It is unclear whether the
interpretation of “import” in the stimulant drugs cases can be directly applied to goods infringing
intellectual property rights without any precedent to support that IP infringing goods stored in bonded
areas should also be treated as import.>®

The most prestigious IP scholar in Japan, Prof. Nobuhiro Nakayama, states that carrying
infringing goods into bonded areas “should be construed as corresponding to an act of importing and

39 in the second edition of his book “Patent Law”. Prof.

therefore as constituting an infringement
Nakayama also believes that “forwarding overseas those goods that are placed in the bonded area
without having them pass through Customs also corresponds to exporting”.®® However, in the third
edition of the same book, Prof. Nakayama changes his opinion, states “it seems that there are no
illegal elements when goods are unloaded to the bonded warehouse only for shifting (rehandling, so-
called one touch through) and are shipped overseas as they are.”® According to this view, the
situation of temporary unloading should not be treated as import.®>

Since there is no consensus on this issue, different scholars’ positions are quite differe