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An IP revolution in the Pacific Rim
SHANA TING LIPTON 20 MAY, 2016

The TransPacific Partnership promises to be a commercial revolution for Asian
trading nations. That will impact on law firms, and no less so on intellectual
property lawyers, writes Shana Ting Lipton.

With descriptions like ‘biggest multinational trade deal in a generation’ preceding it, the
Trans-Pacific Partnership’s (TPP) February signing in Auckland, New Zealand, was an
unsurprisingly high-profile affair. News coverage was prominent. So were protests from sign-
wielding dissenters, incensed by its content and the purported secrecy involved in the
negotiations of the five-years-in-the-making trade deal.

Yet to be ratified by its 12 signatory countries, the TPP has been described as a cornerstone of
US President Barack Obama’s legacy. While its tentacles reach far and wide geographically
(the signatories represent 40% of the global economy) the US-led trade deal’s substantive
scope is equally broad – touching everything from labour and financial services to electronic
commerce, telecommunications and competition policy.

One of its most contentious elements has arguably been its intellectual property (IP) chapter.
Such controversy coupled with related behind-closed-doors talks was like catnip to
controversial online publisher WikiLeaks, which made the final negotiated text of this section
available in its entirety on its site in October. The legally verified text of the TPP was released
in January.

The IP chapter largely puts the regimes of its non-US signatory Pacific Rim countries, namely
Canada, Peru, Mexico, New Zealand, Australia, Singapore, Japan, Malaysia, Vietnam, Brunei
and Chile; in line with US IP law, creating, according to proponents, enforcement consistency
and a harmonising standard.

Simply put: the ratification of the TPP would, by and large, be excellent news for commercial
IP lawyers and their multinational clients.
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“From the IP perspective the TPP is favouring American companies,” says Jeremy Elman,
IP litigation partner at DLA Piper in New York, who counts multinational tech companies
among his clients. “They’re bullish on it and excited about it from the standpoint that it’s
going to export the US IP regime to other countries,” he adds.

James Otteson, IP litigation partner at Arnold & Porter in Silicon Valley, agrees strongly:
“From the perspective of a lot of my clients there’s going to be more reliable protection. It’s
going to be more standardised.”

Although he sees the chapter’s provisions as benefiting all the signatory states, he believes
that countries with well-developed existing IP law regimes will have the most to gain.

COPYRIGHT AND TRADE SECRETS

The agreement’s IP chapter extends a number of copyright provisions, already entrenched in
US law, to TPP signatories’ IP regimes; importantly a copyright protection term of the
author’s life plus 70 years. “The length of protection is far longer than that provided by many
countries. Citizens of these countries view that copyright term as being too long and anti-
competitive,” says Felicia Boyd, partner and co-chair of the intellectual property
department at Barnes & Thornburg in Minneapolis.

One such country may well be Canada, which currently operates under a ‘life plus 50’
provision of copyright protection. “This is going to be a significant change – a material change
in the law that we have now,” says Christopher Van Barr, partner and patent agent at
Gowlings in Ottawa, Canada.

He equally underscores the importance of the TPP’s proposed ‘notice and takedown’ regime,
which would require that internet service providers, when notified of an alleged
infringement,  act to remove or disable access to that infringing material from their network
and notify the alleged infringer of this removal or disablement.

In contrast, Canada currently has a ‘notice and notice’ regime, which only requires that the
internet service provider (ISP) pass on any infringement notice received to the alleged
infringer.

Boyd sees the consequences as potentially huge: “Providers of internet access and services on
the internet will have obligations under this treaty to assist with policing online copyright
enforcement,” she says. “It will be very difficult to claim neutrality and have copyright
infringement continue via the providers’ services.”

She believes that the ISP provision along with the lengthy copyright protection term represent
significant changes for signatories outside the US. However, there is an exemption to the ISP
provision where a signatory state meets basic criteria, explains Van Barr, adding: “To my
mind it’s up in the air as to whether ‘notice and takedown’ will be implemented in Canada.”

Clients are in favour of the US model-based TPP’s ‘notice and takedown’ regime, says Elman,
of what he calls a simple, predictable system. “ISPs don’t have liability if they follow the
rules.” He acknowledges that this provision goes hand in hand with high upfront compliance
costs for ISPs initially, but claims they will ultimately benefit from added certainty and lower
risk under the new rules.

Accordingly, he notes that since an equivalent provision was enshrined into US law, he has
seen noticeably less related litigation in comparison with the early 2000s, thanks in large part
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to the predictability of the rules.

DIGITAL RIGHTS EXAMINED

Another area of the TPP’s copyright rules which may have far-reaching ramifications, outside
of the US and Canada, is the commitment by signatory states to impose liability for
interference with digital rights management (DRM) systems (for example, software programs
which are able to bypass DRM set-ups).

Canadian law has embraced similar anti-circumvention provisions since its Copyright Act was
amended by the Copyright Modernization Act in 2012. In the US, the Digital Millennium
Copyright Act already provides strong protections for DRM and concomitant penalties for
interference with such systems.

The TPP also includes a provision which in essence extends criminalisation for the disclosure
of trade secrets to other countries, in line with US law. “This is an important provision
because there is some concern among US companies that have operations abroad that there
isn’t sufficient trade secret protection in some of these other countries,” says Otteson, adding
that this might potentially make such territories more attractive to US corporate investment.

The banking and technology industries stand to benefit most from this rule and, says Elman,
would have rallied and will likely continue rallying behind it.

This provision would be a change for Canada, says Van Barr, adding that its language
suggests that it will be limited to specific situations affecting Canada’s ‘economic interests,
international relations, or national defence or national security’.

Thomas Pease, IP partner at Quinn Emanuel Urquhart & Sullivan in New York, notes
that in the US, trade secret law is predominantly governed by state law, with most states
having adopted their own version of the Uniform Trade Secrets Act.

“One thing that’s being considered right now is the Defend Trade Secrets Act (DTSA) of 2015,
which will give national and more consistent protection for trade secrets across the country
through the Federal courts, while enhancing the protections available to plaintiffs.”

He is thus interested in seeing how this new development in US IP law might play out, should
TPP be ratified. In January, the DTSA was passed by the US Senate’s Judiciary Committee.

PATENT PROVISIONS

The TPP IP chapter aligns other signatory countries’ patent law with the US regime through,
for instance, its provision for a patent term extension in cases of unreasonable delay in the
processing of a patent application (currently provided for under the United States Patent
and Trademark Office’s regulations).

“For patent holders it would be a positive change. It would bring Canada in line with other
developed countries that have patent term extension regimes,” says Van Barr. He adds that he
sees Canada as an outlier with respect to such IP law provisions which have already been
adopted by many industrialised countries.

The trade agreement also makes available a 12-month grace period to patentees for self-
disclosure made prior to patent application filing. Although this is already available under the
respective laws of the US, Canada and Australia, it would mean an expansion for Japan,
among others. Elman says this is “a good deal for clients”, particularly start-up companies
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and tech companies. 

There are, however, provisions in the chapter which usher in potential changes to existing US
IP law with both foreseeable benefits and drawbacks for stakeholders. The IP chapter
provides for patent subject matter eligibility for naturally occurring DNA.

This would mark a departure from the position adopted by the US Supreme Court in
Association for Molecular Pathology v Myriad Genetics (2013), which concluded that
naturally occurring DNA sequences cannot be patented. “It certainly could potentially
encourage some more innovation in that area if companies feel like they could get patent
protection,” says Otteson.

On the flip-side, one provision in the chapter lowers the term of exclusivity for patents of
biologics (biological products which are interchangeable with Federal Drug
Administration-licensed biological products). US companies currently benefit from a 12-
year term, under the Patient Protection and Affordable Care Act and the Biologics Price
Competition and Innovation Act.

Whereas, the TPP proposes a choice of either an eight-year exclusivity term or a five-year
exclusivity term plus protection ‘through other measures’, a change that could cut into US
pharmaceutical company profits.

“The pharmaceutical companies have fought hard for 12 years of exclusivity,” says Elman,
adding that the related TPP provision may not be mandatory. He points to signatory
countries like Chile whose existing laws provide for zero exclusivity, noting that this rule
makes a huge difference for big pharmaceutical company clients, keen to obtain patents in
countries like Chile and Japan, who currently do not afford the same level of exclusivity for
biologics.

GLARING OMISSIONS

Some practitioners are equally sceptical of how the TPP IP provisions would be enforced in
practice. Elman questions whether for instance, the ‘notice and takedown’ provision would be
executed via an international tribunal, a local in-state organisation or a body like the
Internet Corporation for Assigned Names and Numbers (ICANN) or the World
Intellectual Property Organisation (WIPO).

“Certain South-East Asian countries for example have these laws in the books to enforce
copyright infringement and just don’t typically enforce as effectively as other countries, so
that’s got to change,” says Elman.

Other practitioners see the absence of countries like Taiwan (which has expressed interest in
joining the TPP) and South Korea as significant omissions , least of all, the elephant in the
room: China, which seems to be adopting a ‘wait and see’ approach.

“I know at least some people think the agreement would be better off from an IP perspective if
it included China, South Korea and Taiwan,” says Pease, whose disputes work on behalf of
clients has involved such countries. 

Notwithstanding such omissions and areas requiring the requisite fleshing out, IP
stakeholders and practitioners are understandably, in the main, enthusiastic about the TPP.
Its 12 signatory countries have two years to ratify the circa 6,000-page agreement. Even if not
all the countries do so, the trade deal can still get through if a minimum of six signatory
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states, which between them represent at least 85% of the combined gross domestic product of
the original signatories, ratify it.

In a turbulent election year in the US, it could well be a hot button issue for politicians.
“Politically, if you have the Congress not willing to take it up and Hillary Clinton, Bernie
Sanders, Donald Trump and other candidates don’t support ratification, it may simply not
occur,” says Boyd. “This is especially true if the executive branch does nothing to push it
through because they don’t want to be part of it,” she adds.

“I don’t think it is a done deal,” says Otteson, “There are going to be those in Congress who
are going to try to oppose it.” However, he suspects that it will more likely than not be
approved. Elman opines: “With the anti-globalisation rhetoric from both parties that’s going
on right now with the election, the TPP may not pass.”

Regardless of its ultimate fate, the TPP’s IP chapter seems ultimately to be part of a greater,
internet-influenced, trend of universal IP protection, enforcement and licensing, if Europe’s
Digital Single Market mandate and Netflix’s apparent global content rights strategy are
indicators.

“I definitely think that IP over the past two decades is becoming more internationalised and
uniform,” says Elman, concluding “The TPP IP chapter is definitely an effort towards that –
maybe the biggest effort yet.” 

Tagged with: Litigation  - CDR In Print  - Quinn Emanuel  - Arnold & Porter  - DLA Piper

Copyright © 2016  Global Legal Group

http://www.cdr-news.com/categories/litigation
http://www.cdr-news.com/categories/cdr-in-print
http://www.cdr-news.com/tags/quinn-emanuel
http://www.cdr-news.com/tags/arnold-and-porter
http://www.cdr-news.com/tags/dla-piper

