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Supreme Court’s Decisions on Product-by-
Process Claim

On June 5, 2015, the Second Petty Bench of the Supreme
Court rendered two remarkable decisions overruling two
decisions of the Intellectual Property High Court. These
decisions of the Intellectual Property High Court had
(i) determined the technical scope of a patented invention
claimed in a product-by-process claim (i.e., a claim of the
invention of a product that recites the manufacturing process
of the product) and (ii) recognized the substance of an
invention.

In its decisions, the Intellectual Property High Court held that
the technical scope of a patented invention claimed in a
product-by-process claim is limited to products manufactured
using the manufacturing process recited in the claim, unless it
was impossible or difficult to directly identify the product by
means of its structure or features at the time the patent
application was filed, and that the substance of an invention
is recognized in the same manner. In contrast, the Supreme
Court held, based on the premise that the scope of a patent for
an invention of a product encompasses any product with an
identical structure or features, regardless of the
manufacturing process, determined that the technical scope of
a patented invention and the substance of an invention cover
any product having the same structure or features as the
product manufactured using the manufacturing process
because the subject matter of a product-by-process claim is
an invention of a product. On the other hand, the Supreme
Court held that a product-by-process claim satisfies the
clarity requirement of Item 2, Paragraph 6, Article 36 of the
Patent Act only if it was impossible or utterly impractical to
directly identify the structure or features of the product at the
time the patent application was filed. The Japan Patent
Office has issued interim examination guidelines on product-
by-process claims in accordance with the Supreme Court’s
decisions.

The Supreme Court’s decisions have settled in practice that
the technical scope of a patented invention claimed in a
product-by-process claim and the substance of an invention
cover any products having the same structure or features as
that of the product made using such manufacturing process.
On the other hand, such claim may be refused or invalidated
if the clarity requirement is not fulfilled, unless it was
impossible or utterly impractical to directly identify the
structure or features of the product at the time the patent
application was filed. Thus, the clarity requirement should be
more carefully considered than it has been previously when
filing a patent application based on a product-by-process
claim.
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The Supreme Court Recognizes Possibility

of Dismissal upon Payment  of
Compensation for Discontinuance to
Employees who are Receiving Medical
Compensation Benefits

On June 8, 2015, the Second Petty Bench of the Supreme
Court ruled that the exceptions to the restrictions on dismissal
contained in Paragraph 1, Article 19 of the Labor Standards
Act (the “LSA”) apply to a dismissal upon payment of
compensation for discontinuance to an employee receiving
medical compensation benefits under the Industrial Accident
Compensation Insurance Act (the “Compensation Insurance
Act”).

Paragraph 1, Article 19 of the LSA, in principle, disallows a
dismissal during a period of absence from work due to an
injury or illness suffered in the course of employment but, as
an exception to the above, does allow a dismissal upon
payment of compensation for discontinuance pursuant to
Article 81 of the LSA. The payment of compensation for
discontinuance set forth in Article 81 is a system under which
employers are released from their compensation obligation by
paying compensation equivalent to 1,200 days’ average
wages if an employee receiving medical compensation under
the LSA fails to recover within three years from the date
medical treatment began. It was not clear, however, whether
this exception to Paragraph 1, Article 19 of the LSA allowing
employers to pay compensation for discontinuance pursuant
to Article 81 of the LSA applied if the employee was
receiving compensation benefits under the Compensation
Insurance Act.

The Supreme Court, finding that the provision of insurance
benefits pursuant to the Compensation Insurance Act is a
substitute for the compensation payments employers are
required to make for accidents under the LSA, ruled that the
exception in Paragraph 1, Article 19 of the LSA applies also
to a dismissal upon payment of compensation for
discontinuance pursuant to Article 81 of the LSA to an
employee receiving medical compensation benefits under the
Compensation Insurance Act, and that therefore such a
dismissal will not be restricted by the general rule contained
in Paragraph 1, Article 19 of the LSA.

This decision clarified that employers may dismiss
employees who are receiving medical compensation or
medical benefits due to injury or illness suffered in the course
of employment for more than three years by paying
compensation for discontinuance pursuant to Article 81 of the
LSA, regardless of whether the compensation is pursuant to
the LSA or the Compensation Insurance Act. It should be
noted, however, that such dismissal will be finally recognized
only if it would not constitute an abuse of the right to dismiss
(Article 16 of the Labor Contract Act).
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m Amendment of Electricity Business Act, Etc. : On June 17, 2015, the Act to amend the Electricity Business Act, Etc.
(the “2015 Amendment) was enacted. It is scheduled to come into force in April 2020. The 2015 Amendment, implementing the final
stage of the Policy on Electricity System Reform (the “Reform”), will further secure the neutrality of the electricity transmission and
distribution sector through “legal unbundling.” The first stage of the Reform was the enhancement of the operation of a nationwide
electric power system and the second stage of the Reform was the full liberalization of the retail and power generation sectors. The 2015
Amendment generally prohibits companies operating an electricity transmission and distribution business from simultaneously operating
an electricity generation or retail business. In addition, the 2015 Amendment provides certain controls on the conduct of companies
operating an electricity transmission and distribution business, such as restricting such companies from having interlocking directors or
officers with any affiliated companies operating an electricity generation or retail business. The 2015 Amendment will force the major
electric utility companies to spin off a portion of their businesses and is expected to promote new entries into the electric power market.
There are also concerns that the 2015 Amendment may result in a serious blow to the business of existing power suppliers or reduce the
stability of the supply of electricity.
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