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. Japan Patent Office Made Annual Report Public:

4% Decrease in Domestic Patent Applications and
Increase in Applications Filed Abroad by Japanese
Parties, in 2006
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. G8 Leaders Confirmed Integration to "First-to-File

G8 Leaders Confirmed Integration to "First-to-File Rule" for
Realization of a World-wide Patent System, at Heiligendamm Summit
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On June 6, the G8 said it recognized the importance of harmonizing the international patent
system, which would be stated in an economic statement to be released. This means that the US
that adopts the "first-to-invent" system granting a patent to the first inventor clearly shows its
intension to shift the system to the "first-to-file" system adopted in the majority of countries.

This may be a significant step towards realization of the "worldwide patent system" in which a

pat

As to patent systems, Japan and Europe adopt the "first-to-file" system in which the patent is
awarded to a person or a company "first to file". Meanwhile, the U.S. has stuck to the "first-to-
invent" system since foundation of the nation. In the "first-to-invent" system, patents are
awarded to those who can prove to be "first to invent", regardless of the filing order of the

application. This system has been causing a trouble between one who argues that he is "first to

ent filed in one country becomes valid worldwide.

invent" and an applicant for the patent of the invention.
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Japan and Europe had increasing demands on the U.S. for harmonization of U.S. Patent System
with other nations. Last year, the U.S. announced that it would make a shift to the "first-to-file"
system. Now, the proposed Patent Reform Legislation is under discussion in the U.S. Congress.
However, because there are many arguments against the significant shift of the system that has
continued for more than 200 years, a part of the proposed Legislation may be changed.
Inclusion of the "harmonization of international patent systems" in the economic statement of
this Summit means that the G8 leaders confirm "integration to the first-to-file system."
Moreover, Japan, the U.S., and Europe are examining introduction of mutual patent approval in
the harmonization of the international patent system so that the efficiency of patent acquisition
is improved.

Companies are welcoming such movement for realization of the integrated international patent

system, because such movement may significantly reduce cost for filing patent applications.
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Japan Patent Office Made Annual Report Public: 4% Decrease in Domestic Patent
Applications and Increase in Applications Filed Abroad by Japanese Parties, in 2006
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On June 19, 2007, the Japan Patent Office Annual Report 2007 "Current Status and Issues of
Industrial Property Rights" was made public by the Japan Patent Office (JPO). According to the
Report, the number of the patent applications filed with the JPO in 2006 was 409 thousand,
which was a decrease of 4.3% over the previous year. Out of the number of the patent
applications, 62 thousand applications were from foreign countries, while 347 thousand
applications were filed by Japanese companies. It was the first time in last ten years that the
number of the applications filed by Japanese companies went below 350 thousand. On the other
hand, applications filed abroad by Japanese companies were increasing. The JPO thinks the
number of the domestic application filings decreased in the background such that "(i) companies
kept the invention secret as know-how, intending to prevent an outflow of the technology, and/or
(ii) companies put emphasis on foreign application filings, carefully selecting the applications to
be domestically filed". The JPO shows its opinion that the decrease is due to "the trend of an
intellectual property strategy shifting the emphasis from the amount of the patent applications
to the quality thereof" (Makoto Nakajima, Commissioner of the Japan Patent Office).

For the applications to be filed abroad by Japanese companies, there is an application system in
which application filings in a plurality of countries is realized by one application filing (PCT
application) on the basis of the PCT Treaty. The number of the international applications filed by
Japanese companies under the system was 26 thousand, which was an increase of 9% over the
previous year. Moreover, there were many cases in which Japanese companies did not file
applications via the JPO but filed directly with foreign Patent Offices. Many of such applications
were filed especially with the USPTO (74 thousand applications) and the Chinese Patent Office
(32 thousand applications). In particular, the number of such applications filed in China doubled
with respect to the number in 2002. This shows that Japanese companies put a great emphasis

on business in foreign countries including business in China.
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Japan Patent Office Decides Policy of Annual Patent Fee Reduction at
Maximum of 40%
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The Japan Patent Office (JPO) decides a policy of 20 - 40% reduction in the annual patent fees
that each patent right holder pays every year in 2008. The JPO will also examine reduction in
the renewal fees of trademark rights for protecting company logos or the like. Whereas the
reduction in the annual patent fees will be the first time in the past four years, the reduction in
the trademark right fees will be the first time in the present system from 1997. The JPO intends
to improve an environment in which the patents and the trademarks are easy to obtain/maintain
and strengthen the infrastructure for technical renovation, by the reduction in the fees.

The JPO is planning to hold an Industrial Structure Council (an advisory body for Minister of
Economy, Trade, and Industry) so as to discuss how much to reduce the fees specifically, and is
going to submit proposed revisions of Patent Law and Trademark Law to the ordinary diet

session next year.
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National Tax Agency Presents New Transfer-Pricing Policy
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National Tax Agency presented a new policy in its "transfer-pricing taxation system" in which a
tax is imposed on a part of profits obtained by foreign subsidiaries of Japanese companies by
assuming that the profits are profits of the parent companies.

Companies and the tax agency often have different views on an intangible asset. On this
account, in a case where a parent company provides, to its foreign subsidiary, an intangible asset
at a relatively cheap price, the parent company is often required to pay an additional tax because
the case 1s considered to be income transfers. This often caused administrative disputes such as
opposition to imposition of the additional tax. To reduce such administrative disputes, the JPO
showed specific examples of the "intangible asset" for which the parent company should be paid.
The JPO further showed 26 transaction cases that tend to cause troubles. "For example, in a case
where familiarity of the name or a brand of the parent company contributes to product sales of a
foreign subsidiary thereof, this case may be considered as a case an intangible asset is provided

to the subsidiary and a tax may be imposed on the sales."
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Please Contact us if You have any Comments or Require any Information.

Please acknowledge that the purpose of our column is to providegeneral
information on the field of intellectual property,and that the description here does not
represent our legal opinion on a specific theme.

HARAKENZO World Patent & Trademark
Osaka Head Office

ADDRESS: DAIWA MINAMIMORIMACHI BLDG.
2-6, 2-CHOME-KITA, TENJINBASHI,
KITA-KU, OSAKA 530-0041, JAPAN

CABLE: KENZOPAT OSAKA

E-MAIL: kenzopat@mars.dti.ne.jp
WEBSITE: http://www.harakenzo.com
TELEPHONE: +81-6-6351-4384 (Key Number)

+81-6-6351-4397 / +81-6-6351-4374

+81-6-6351-4630 / +81-6-6351-4670
FACSIMILE: (GII, GIII)

+81-6-6351-5664 (Key Number)

+81-6-6351-2682 / +81-6-6351-5611

(GIV)

+81-6-6355-0986

A
HARAKENZO World Patent & Trademark
Tokyo Office
ADDRESS: WORLD TRADE CENTER BLDG. 21F
2-4-1, HAMAMATSU-CHO, MINATO-KU,
TOKYO 105-6112, JAPAN
E-MAIL: hara-tky@muse.dti.ne.jp
WEBSITE: http://www.harakenzo.com
TELEPHONE: +81-3-3433-5810 (Key Number)
+81-3-3433-5811
+81-3-3433-5812
FACSIMILE: +81-3-3433-5281 (Key Number)
For extension of business, we moved our Tokyo Office from the 12th floor to the
21st floor of the World Trade Center Building on August 1,2007. There are no
changes in the phone number, the facsimile number, and the like.
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