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Greetings

In recent years, Japan has been engaging in various approaches within the
framework of national strategies, aiming to become “a nation built on intellectual
property.” These approaches include the formulation of promotional plans
concerning the creation, protection and utilization of intellectual property and the
establishment of the University Intellectual Property Headquarters.

The International Patent Licensing Seminar 2010 was held to contribute to the
growth of the intellectual property market in Japan and to increase awareness
of intellectual property and patent licensing among the general public. Inviting
domestic and international experts in the fields of intellectual property and
technology transfer as well as providing a platform for discussion, the Seminar
aimed at promoting patent licensing in Japan and developing intellectual property
specialists. Various issues in the academic, regional and business environments
were discussed from a broad range of angles in the speeches and panel
discussions during the Seminar.

With your support, the International Patent licensing Seminar 2010 concluded
successfully, attracting some 2,500 attendees over the course of two days.

We are sincerely thankful to all concerned parties for providing their valuable
support and cooperation in the holding of this year’s International Patent
Licensing Seminar.
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Opening Address: Isamu Shimizu (Chairman, National Center for Industrial Property Information and Training (INPIT))
Guest Speech: Tetsuhiro Hosono (Commissioner, Japan Patent Office)

Plenary Speech I: "Accelerating Innovation through Industry-University Collaborations"
Arundeep Singh Pradhan (President, Association of University Technology Managers (AUTM);
Associate Vice President, Technology Transfer & Business Development, Oregon Health &
Science University (OHSU))

Plenary Speech II: "Open Innovation: Past Is Prologue" Dennis Patrick O'Reilley
(President, Licensing Executives Society International (LESI))

Opening Forum:  Green Technology and Intellectual Property Strategy
Chairperson: Sadao Nagaoka (Professor, Institute of Innovation Research, Hitotsubashi University)
Panelists: Takeshi Sasaki (General Manager, Intellectual Property Divison, Toyota
Motor Corporation)
Paik Saber (Assistant General Counsel, IP Law, IBM Asia Pacific)
Akira Yamada (General Manager, Intellectual Property Department,
Technical Headquarters, Mitsubishi Heavy Industries, Ltd. )

Panel Discussion

Track A (Industry-Academia-Government Cooperation, Patent Licensing in Asia)

[A1] Proposed Direction of Collaboration among University, Industry and Government

[A2] Progress in Green Technology Based on Collaboration of University,
Industry and Government ~ In View of Exploitation of IP ~

[A3] Translational Research Center Management ~ Exploring Its Possibilities and Challenges ~

[A4] High Technology- Based Regional Economic Development ~
As an Example of Forming a Cluster of Medical Equipment Companies in the Tohoku Area ~

[A5] Academia-Industry Technology Transfer Activities in East Asia: Now and Future

Track B (IP Management and Strategies, Licensing Negotiations, IP Business)

[B1] Environment and Patent ~ Is the Patent a Barrier Factor for Environmental Problems? ~

[B2] Corporate Management Based on IPs at Small and Medium Entity

[B3] Open Innovation Activity in European Corporations

[B4] MOCK: Simulation of Intellectual Property Negotiations
(Licensing Agreement Negotiations between Pharmaceutical Companies)

Track C (Recent Patent Cases in the US and Europe, IP Evaluation, HR Development)

[C1] IP Due Diligence in M&A Transaction

[C2] How might the IP World be in the New Future? ~ Analysis of Forthcoming Patent Regimes in Major Countries ~

[C3] Recent Patent Cases in the US, Europe and Japan and Their Impacts on IP Practice

[C4] Present Situation of University IP Management and Human Resources Development to Promote Industry-
University Collaboration in Japan, China and Korea

[C5] Current Situation and Future Issues for IP Management in the R&D Consortium
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International Patent Licensing Seminar 2010
The total number of participants

Date Number of Participants

Monday, January 25, 2010 1,376

Tuesday, January 26, 2010 1,137

Total 2,513
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Monday, January 25, 2010

9:30-11:50

13:10-14:50

15:10-16:50

Opening Address: Isamu Shimizu (Chairman, National Center for Industrial Property Information and Training (INPIT))
Guest Speech: Tetsuhiro Hosono (Commissioner, Japan Patent Office (JPO))

Plenary Speech | "Accelerating Innovation through Industry-University Collaborations"
Arundeep Singh Pradhan (President, Association of University Technology Managers (AUTM);
Associate Vice President, Technology Transfer & Business Development, Oregon Health &
Science University (OHSU))

Opening Forum: Green Technology and Intellectual Property Strategy

Chairperson:  Sadao Nagaoka (Professor, Institute of Innovation Research, Hitotsubashi University)

Panelists: Takeshi Sasaki (General Manager, Intellectual Property Divison, Toyota Motor Corporation)
Paik Saber (Assistant General Counsel, IP Law, IBM Asia Pacific)
Akira Yamada (General Manager, Intellectual Property Department, Technical Headguarters, Mitsubishi Heavy
Industries, Ltd. )

Panel Discussion

[A1] Proposed Direction of Collaboration among University, Industry and Government

Moderator:  Isamu Sojyo (Assistant Section Chief, Legal Affair Section and Professor, Innovative Collaboration Center,
Kyoto University)

Panelists: Hideho Tanaka (Professor, Graduate School of Engineering Management, Shibaura Institute of Technology)
Makiko Takahashi (Program Officer, Specially Appointed Associate Professor, Graduate School of
Engineering, Tohoku University)
Yuji Toda (General Manager, Intellectual Property Group, IP Development & Management Division, Hitachi, Ltd.)

[B1] Environment and Patent ~ Is the Patent a Barrier Factor for Environmental Problems? ~

Moderator:  Takashi Nakayama (Executive Managing Director, Japan Intellectual Property Association)

Panelists: Naoto Kuji (General Manager, IP Division, Honda Motor Co., Ltd.)
Masahiro Kamei (Senior Vice President, Intellectual Property Unit, Fujitsu Limited)
Mikiya Ishihara (General Manager, Intellectual Property Division, Sekisui Chemical Co., Ltd.)

[C1] IP Due Diligence in M&A Transaction

Moderator:  Nobuyuki Nagata (Partner, Intellectual Property Group, Deloitte Touche Tohmatsu LLC)

Panelists: Hiroshi Akimoto (CEO, Intellectual Property Strategy Network, Inc.)
Yoshihiko Fuchibe (Attorney at Law, TMI Associates)
Nobuyuki Oda (Senior Vice President, Deloitte Tohmatsu FAS)

[A2] Progress in Green Technology Based on Collaboration of University, Industry and Government

~ In View of Exploitation of IP ~

Moderator:  Isamu Shimizu (Chairman, National Center for Industrial Property Information and Training (INPIT))

Panelists: Michio Kondo (Director, Research Center for Photovoltaics, National Institute of Advanced Industrial Science
and Technology (AIST))
Ryuichi Shimada (Professor, Solutions Research Division, Integrated Research Institute, Tokyo Institute of
Technology)
Catherine (Casey) Porto (Senior Vice President, Commercialization and Deployment, National Renewable
Energy Laboratory (NREL))

[B2] Corporate Management Based on IPs at Small and Medium Entity

Moderator:  Masahiro Samejima (Attorney at Law, Patent Attorney, Uchida & Samejima Law Firm)

Panelists: Tetsuya Habu (Patent Attorney, Habu Patent Office)
Norio Nagai (President, Nabell Corporation)
Takakazu Miyahara (CEO, ELM Inc.)

[C2] How might the IP World be in the New Future? ~ Analysis of Forthcoming Patent Regimes in Major Countries ~

Moderator:  Jinzo Fujino (Professor, Graduate School of Intellectual Property Studies, Tokyo University of Science)

Panelists: Masashi Kurose (Vice President, Patent Attorney, Kyowa Patent and Law Office)
Toshikatsu Imaizumi (Attorney at Law (Admitted in Washington D.C.), Ditthavong Mori & Steiner, P.C.)
Ken-ichi Kumagai (Professor, School of Law, Meiji University)
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Tuesday, January 26, 2010

9:30-10:00

10:15-11:55

13:10-14:50

13:10-16:50

15:10-16:50

Plenary Speech IlI: "Open Innovation: Past Is Prologue"
Dennis Patrick O'Reilley (President, Licensing Executives Society International (LESI))

Panel Discussion
[A3] Translational Research Center Management ~ Exploring Its Possibilities and Challenges ~
Moderator:  Akio Nishizawa (Professor, Graduate School of Economics and Management, Tohoku University)
Panelists: Arundeep Singh Pradhan (Associate Vice President, Technology Transfer & Business Development, Oregon
Health & Science University (OHSU); President, Association of University Technology Managers (AUTM))
Christopher H. Colecchi (Vice President for Research Ventures & Licensing, Partners HealthCare)
Masanori Fukushima (Director and Chairman, Translational Research Informatics Center, Foundation for
Biomedical Research and Innovation)
[B3] Open Innovation Activity in European Corporations
Moderator:  Hitoshi Yoshino (Managing Director, Japan IP Network Co., Ltd.)
Panelists: Bror Salmelin (Palicy Adviser to the Director, European Commission / DG INFSO)
Stephen Battersby (Senior Director Innovation, Philips Electronics UK Ltd.)
Bernd Wachmann (Head of Corporate Technology, Siemens K K. Japan)
[C3] Recent Patent Cases in the US, Europe and Japan and Their Impacts on IP Practice
Moderator:  Chikao Fukuda (Attorney at Law, Fukuda & Kondo)
Panelists: Ronald L. Grudziecki (Partner, Drinker Biddle & Reach, LLP)
Heinz Goddar (Partner, Boehmert & Boehmert, Honorary Professor for Intellectual Property, Bremen University)
Junichi Yamazaki (Partner, Attorney at Law, Patent Attorney, Miyake & Yamazaki)
[A4] High Technology- Based Regional Economic Development
~ As an Example of Forming a Cluster of Medical Equipment Companies in the Tohoku Area ~
Moderator:  Kohei Ishimaru (President, NBSI, Ltd.)
Panelists: Tsuyoshi Ishibashi (Chief Pharmacist, Business Creation Division, Commerce, Industry & Labour Department,
Fukushima Prefectural Government)
Shizuo Ao (Board Director, Human Metabolome Technologies Inc. (HMT))
Akira Yamasaki (Professor, Faculty of Economics, Chuo University)
[C4] Present Situation of University IP Management and Human Resources Development to Promote Industry-
University Collaboration in Japan, China and Korea
Moderator:  Yoichiro Sata (Professor, Chief Director, Office of Intellectual Property Management, Organization for
University-Industry-Public Cooperation and Innovation, Yamaguchi University)
Panelists: Yongbin Jiang (Deputy Director, Overseas R&D Management Office, Tsinghua University)
Wan Sik You (Visiting Scholar, Cornell Center for Technology Enterprise and Commercialization)
Katsuhiko Shionoya (Professor, Director of Intellectual Property Division, Office of Cooperative Research and
Development, Tohoku University)
[B4] MOCK: Simulation of Intellectual Property Negotiations (Licensing Agreement Negotiations between
Pharmaceutical Companies)
Moderator:  Katsumi Harashima (Executive Director, Business Development, Taiyo, Nakajima & Kato Intellectual Property Law)
Panelists: Yutaka Hara (President & CEO, Advanced Softmaterials Inc.)
Torahiko Maki (Member of the Board & Executive Officer, Senior General Manager of Control & Administration
Division, Tsukishima Kikai Co., Ltd.)
Makoto Ogino (General Manger, Strategy and Policy Planning Office, Intellectual Property Group, Hitachi, Ltd.)
Masau Takayanagi (Managing Officer, General Manager of Intellectual Property Department, Kyowa Hakko Kirin Co., Ltd.)
Yasushi Kasahara (Advisor, Fujirebio, Inc., Visiting Professor, Showa University School of Medicine, Kyorin
Unversity Public Health)
[AB] Academia-Industry Technology Transfer Activities in East Asia: Now and Future
Moderator:  Akio Nishizawa (Professor, Graduate School of Economics and Management, Tohoku University)
Panelists: Guay-Shin Samuel Yu (Advisor, Technology Transfer Center, Industrial Technology Research Institute)
Wisanu Subsompon (Associate Professor, Director General, Chulalongkorn University Intellectual Property Institute)
Muhamad bin Zakaria (Director, Professor, Center of Innovation and Commercialization, University of Malaya)
Commentator: Arundeep Singh Pradhan (President, Association of University Technology Managers (AUTM): Associate
Vice President, Technology Transfer & Business Development, Oregon Health & Science University (OHSU))
[C5] Current Situation and Future Issues for IP Management in the R&D Consortium
Moderator:  Sadao Nagaoka (Professor, Institute of Innovation Research, Hitotsubashi University)
Panelists: Akihiko Ishitani (Representative in Japan, Interuniversity Microelectronics Center (IMEC))
Takahide Inoue (Special Advisor, Center for Information Research in the Interest of Society, University of
California)
Yutaka Takei (Senior Vice President (P / PR / Standardization), BEANS Laboratory)
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Arundeep Singh Pradhan

President, Association of University Technology Managers (AUTM)
Associate Vice President, Technology Transfer & Bus. Dev, Oregon Health & Science
University (OHSU)

Arundeep currently serves as the President of the Association of University Technology
Managers (AUTM) and the Associate Vice President for Technology Transfer and Business
Development at OHSU. He started his technology transfer career at the University of Utah
in 1986 and was the Director for Technology Transfer at the Colorado State University
Research Foundation from1999 to 2004. Arundeep received his B. Pharm. (Hons.) from
the Birla Institute of Technology & Science in 1985 and MS in Pharmacy Administration
from the University of Utah in 1989. He currently serves on the AUTM Board of Trustees,
and the Advisory Boards of several biotechnology start-up companies. He has extensive
experience developing and implementing policies that impact commercialization,
establishing and operating internal gap funds for technology development, creating
strong ties with industry to establish collaboration and licensing opportunities, and
working with governmental agencies on economic development initiatives.

455535 1l Plenary Speech Il BEFIE-3EE- 0 d LI BT (LELG

FIZRA-NNNUYT - FS54U—
ERSA U RiBR (LES) &=E
TARAY - N\IHI=VY - T7IR— - Fvlwy
NI FT—NEEEHAELEHA /\—hF—

INBEEITH U, AMBAEICRID D S F I T

BOBS(CHIcD .. ZDEHEFEMLS A 7

AN SEMISHAE N7 T4V TiRE

FTIRILV. BEEBERDICODHAMEEE

FREIEDOREY. BA. JVTILT >0, #

BFZEEER. 2A VA X—T T4 VIR

B, i, IBIEZNEE DRI ECBD 2 ZHDITHEPERIER Z(E U,

W & BB ERICRID 2 %EBDH ShD T T —X(Chfc> TEEE Y R—

Bo Fifo, MBEIZHICKDE U DHENEDBEICEVTE. BEICH)

EZ1ToTWV%,

/T ERS A VR iaaR. &/ [Drafting Patent License Agreements| &5

6% (BNA 2008)] DHtEIMEE, HFREM CRMBEHRSIUSA TV VT

[CRAT EESH.

Dennis Patrick O'Reilley

President, Licensing Executives Society International (LESI)
Partner, Finnegan, Henderson, Farabow, Garrett & Dunner

Patrick O'Reilley focuses his practice almost exclusively on transactions involving
intellectual property and technology transfer. He counsels large and small clients on
many types of transactions involving intellectual property, ranging from simple license
agreements to complex research and marketing collaborations. He assists clients in all
phases of such transactions, including formulating strategies for exploiting intellectual
property to achieve desired business goals and negotiating and drafting intellectual
property-related agreements, such as employment, consulting, joint R&D, license,
marketing and distribution, supply, and collaboration agreements. He guides clients
through disputes arising from technology transfer contracts.

Mr. O'Reilley is currently President of the Licensing Executives Society International.

He is co-author of Drafting Patent License Agreements, 6th Ed. (BNA 2008), and a
frequent lecturer on technology transfer and licensing worldwide.
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Sadao Nagaoka

Professor, Institute of Innovation Research, Hitotsubashi University

Prof. Nagaoka is Professor at the Institute of Innovation Research, Hitotsubashi University
in Tokyo and a Research Counselor of the Research Institute of Economy, Trade and
Industry. He worked in the Ministry of International Trade and Industry, and in the World
Bank, before starting his academic career in 1992 as Professor of Economics at Seikei
University. He joined the faculty of Hitotsubashi University in 1996 and has been at the
Institute of Innovation Research since 1997 where he also served as Director from 2004
to 2008. He earned his B.E. in Engineering from the University of Tokyo, and a M.S. in
Management and his Ph.D. in Economics from the Massachusetts Institute of Technology.
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Takeshi Sasaki

General Manager, Intellectual Property Division, Toyota Motor Corporation

After graduating from the Department of Petrochemistry, Faculty of Engineering, Kyoto
University in March 1980, he joined the Toyota Motor Company (now Toyota Motor
Corporation) and served as Head of the Strategic Planning & Administration Dept. in
the Intellectual Property Division, Vice President of Toyota Motor Europe Marketing &
Engineering (Technical Administration) and Head of the Licensing & Strategy Planning
Dept. in the Intellectual Property Division between 1998 and 2003. He also held posts
as Project General Manager of the Technical Administration Division and as General
Manager of the Tokyo Engineering Division between 2004 and 2005. He has been
General Manager of the Intellectual Property Division since January 2009.

Paik Saber

Assistant General Counsel, IP Law, IBM Asia Pacific

Paik Saber is Assistant General Counsel, IP Law, IBM Asia Pacific. Mr. Saber oversees
and directs all IP matters in Asia Pacific including policies, transactions, licensing,
mergers and acquisitions, adverse patents, patent filings, budget, client counseling and
|P strategy projects. Mr. Saber has met and discussed IP policy matters with a number
of government agencies in Asia and has made numerous presentations on IP matters
throughout Asia Pacific. Mr. Saber has received a Doctoral degree in Law, a Master of
Science degree in electrical engineering, a Bachelor of Science degree in electrical and
computer engineering, and a Bachelor of Science degree in mathematics. Mr. Saber is
a member of California Bar, Oregon Bar, and United States Patent and Trademark Office
Bar.

Akira Yamada

General Manager, Intellectual Property Department, Technical Headquarters, Mitsubishi

Heavy Industries, Ltd.
Graduated from Kyushu University, and received his doctorate in 1983. Joined Mitsubishi
Heavy Industries, Ltd. in 1983 and was employed as a research engineer in energy
conversion laboratory at the Nagasaki R & D Center. After serving as Deputy General
Manager for Nagasaki R & D Center, in 2008 he assumed the position of General
Manager of Intellectual Property Department. Dr. Yamada has worked as a visiting scholar
at Purdue University in 1991, as a visiting professor at Kumamoto University in 1999 to
2003 and Kyushu University in 2006 to 2008.
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Isamu Sojyo

Assistant Section Chief, Legal Affair Section and Professor, Innovative Collaboration

Center, Kyoto University
Graduated from Faculty of Law, Kyoto University (1966). Joined Mitsubishi Kasei Corp.
(present Mitsubishi Chemical Corp.); assigned to Patent Department (1966). Appointed
General Manager of Intellectual Property Department (1996). Promoted to Executive
Officer (2002). Resigned Mitsubishi Chemical Corp. (2003) and joined the Japan
Intellectual Property Association as Executive Managing Director (2003). Resigned
Japan Intellectual Property Association (2009) and Invited as professor at Innovative
Collaboration Center, Kyoto University (2009 to present).
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Hideho Tanaka

Professor, Graduate School of Engineering Management, Shibaura Institute of Technology

After obtaining his Master’s degree from the School of Science, Tokyo Metropolitan
University, he joined Mitsubishi Chemical Industry (now Mitsubishi Chemical Corporation),
where he worked in biotechnology, new drug development and research planning.
He served on the Oncogene research team at the Department of Physiology, Harvard
Medical School and received his PhD from Osaka University. He was an Assistant
Professor for Management of Technology in the Intellectual Property Management
Course of the School of Medicine, Kyoto University. Since 2008, he has been a Professor
at the Graduate School of Engineering Management, Shibaura Institute of Technology as
well as a Visiting Professor at the School of Medicine, Kyoto University.

Makiko Takahashi

Program Officer, Specially Appointed Associate Professor, Graduate School of

Engineering, Tohoku University
After graduating from the Department of Agriculture, Tohoku University and receiving
her M.S. in Cell Biology from KIHARA Institute of Biological Research, Yokohama City
University, she joined Kanagawa Academy of Science and Technology in 1993. She
worked on technology transfer activities from 1998 onward, such as patenting of
research results, joint research and negotiations with companies and licensing. In 2004,
she was Specially Appointed Associate Professor at the Office of Industry Liaison, IP
Management & Technology Transfer Section, Tokyo Institute of Technology. In her present
post since 2006, her main work involves planning and organization of various industry-
academia cooperative projects, working with joint research consortia and technology
policy development.

Yuji Toda

General Manager, Intellectual Property Group, IP Development & Management Division,

Hitachi, Ltd.
Joined Hitachi Ltd. in 1982, registered as a patent attorney in 1989 and graduated form
Franklin Pierce Law Center in 1999 with a master of the Intellectual Property degree.
He was President of Hitachi Techno-Information Services and General Manager of the
IP Business Division before assuming his present post as General Manager of the IP
Development & Management Division, Hitachi Ltd. He has been a Special Member of the
METI Industrial Structure Council, Member of the Intellectual Property Strategy Working
Group, Council for Science and Technology Policy, Managing Director of the Japan
Intellectual Property Association and Adjunct Lecturer for Intellectual Property Strategy
in the Graduate School of Management of Science and Technology, Specialist Graduate
School, Tokyo University of Science.
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Isamu Shimizu
Chairman, National Center for Industrial Property Information and Training (INPIT)

Graduated from Tokyo Institute of Technology in 1969 (Ph., D. in Engineering). After
working as Research Associate and Associate Professor, he became Professor of
Interdisciplinary Graduate School of Science and Engineering, Tokyo Institute of
Technology in 1985. He became Executive Director of The Circle for the Promotion of
Science and Engineering in 1999. In November 2004, he joined INPIT as Chairman. He
is also an Executive Member of the Japanese Society of Applied Physics, and has served
as the Director of the Japan Society of Printing Science and Technology, and the Director
of the Electrochemical Society of Japan.
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Michio Kondo

Director, Research Center for Photovoltaics, National Institute of Advanced Industrial
Science and Technology (AIST)
Employment History
2004 - present: Director, Research Center for Photovoltaics, AIST
2001 - 2004 Deputy Director, Research Initiative for Thin Film Silicon Solar Cells, AIST
1997 - 2001: Sub leader, Thin Film Silicon Solar Cells Super Lab., Electrotechnical
Laboratory, Agency of Industrial Science and Technology
Education
1987: Ph.D. in Engineering, Osaka University
1980: B.Sc. Kyoto University
Main research fields: semiconductor physics, semiconductor engineering.
Concurrent Professor of the Department of Innovative and Engineered Materials,
Interdisciplinary Graduates School of Science and Engineering, Tokyo Institute of
Technology.

Ryuichi Shimada

Professor

Solutions Research Division, Integrated Research Institute, Tokyo Institute of Technology
Prof. Shimada was born in 1948 in Japan. He received his Doctor of Engineering in
Electrical Engineering from the Tokyo Institute of Technology in 1975. From 1975 to
1988, he was a researcher of nuclear fusion development, in particular as an Electrical
Engineer in the Japan Atomic Energy Research Institute, Tokai-mura, Ibaraki, Japan. In
1988, he became an associate professor of the Department of Electrical and Electronic
Engineering at the Tokyo Institute of Technology. In 1990, he became a professor and
joined the Research Laboratory for Nuclear Reactors, Tokyo Institute of Technology. Since
2005, he has been a professor of the Integrated Research Institute, Solutions Research
Division, Tokyo Institute of Technology.
Prof. Shimada received the 1985 Qutstanding Achievement Award from IEEJ, and the
1976 and 2000 Outstanding Paper Award from IEEJ. Recently, he received the 2003
Excellent Published Book Award from IEEJ.

Catherine (Casey) Porto

Sr. Vice President, Commercialization and Deployment, National Renewable Energy

Laboratory (NREL)
Casey Porto is Senior Vice President for Commercialization and Deployment at the
National Renewable Energy Laboratory (NREL), managed for the U.S. Department of
Energy by the Alliance for Sustainable Energy (“Alliance”) since October, 2008. Alliance
is a partnership of Midwest Research Institute and Battelle Memorial Institute. She leads
a new organization at NREL which is responsible for increasing the speed at which new
technologies move to the marketplace, and the scale of market adoption of existing
energy efficient and renewable energy solutions.
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Akio Nishizawa

Professor, Graduate School of Economics & Management, Tohoku University

Joined Japan Associated Finance Co., Ltd. (JAFCO) from 1982 to 1993. After spending
5 years as Assistant Professor for the Faculty of Humanities, Keiwa College, he became
Professor of Graduate School of Economics and Management, Tohoku University in
1997. He is also Executive Director of Tohoku Techno Arch Co., Ltd. He is Director of the
Japan Academic Society for Venture Entrepreneurs, the Japan Society for Science Policy
and Research Management, and is an active member of the other related organizations/
associations such as AUTM.
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Arundeep Singh Pradhan

President, Association of University Technology Managers (AUTM)
Associate Vice President, Technology Transfer & Bus. Dev, Oregon Health & Science
University (OHSU)

= See page 20.

Christopher H. Colecchi

Vice President for Research Ventures & Licensing, Partners HealthCare

Christopher H. Colecchi is the Vice President for Research Ventures and Licensing
at Partners HealthCare. Chris leads business development, technology transfer, and
commercialization activities and oversees efforts to establish strategic alliances with
life sciences industries. He is responsible for the Partners Innovation Fund--an internal
venture capital fund that makes investments in early stage science from Partners
hospitals to create start-up companies to improve patient care. He also advises
Broadview Ventures--the venture capital arm of the Paris-based Leducq Family Trust-
-which works to accelerate advances in cardiovascular disease research through the
support of early stage technology ventures.

Masanori Fukushima

Director and Chairman, Translational Research Informatics Center, Foundation for

Biomedical Research and Innovation
With comprehensive experience spanning over the past 25 years as a medical
oncologist, Dr. Fukushima has engaged in the practice and dissemination of standard
cancer treatment and reform of Japan’s medical care system (advocating informed
consent, obtaining a second opinion and conducting scientific research for the
prevention of adverse reactions to drugs). He is active to date contributing to building
up the knowledge base of clinical treatment and clinical science in Japan. He was chief
translator and editor of the Japanese version of the Merck Manual, which is regarded as
the physicians’ bible. He is also in charge of the Japanese version of the world’s largest
and most advanced PDQ® database on cancer treatment distributed by the US National
Cancer Institute. ( Nature, vol. 342, pp. 850-851, Dec. 1989. Nature Medicine, Vol. 1, pp.
12-13, Jan. 1995,
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Kohei Ishimaru
President, NBSI, Ltd.

He graduated from Saga University in 1964 and is qualified as a Patent Attorney. He
worked at the Japan Patent Office (JPO), JETRO, Central Glass Co., Japan Technomart
Foundation and Inspire Technology Resource Management Co., before becoming
President of NBSI, Ltd., in 2004. He is a member of UNITT, AUTM, LES and ACS and
has lectured on Intellectual Property Law and Intellectual Property Management at Tokai
University Law School, Nippon Institute of Technology Graduate school (MOT) and Nihon
University Graduate School of Engineering. Publications and speeches are numerous,
including IP Encyclopedia (Maruzen, co-author), AUTM Technology Transfer Manual (Tokai
University, co-author), Patent Transfer Handbook (Chuo Keizai, co-author), and Practical
Manual MOT of SME (Kougaku-tosho, co-author).
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Tsuyoshi Ishibashi

Chief Pharmacist, Business Creation Division, Commerce, Industry & Labour Department,

Fukushima Prefectural Government
Graduated in March 1994 With a Master’s Degree from the Faculty of Pharmaceutical
Sciences, Meiji Pharmaceutical University and joined the Pharmaceuticals Affairs
Division of the Fukushima Prefectural Government in April of the same year as part of its
recruitment of pharmaceutical personnel where he worked on licensing for the medical
device manufacturing industry. He was put in charge of the Utsukushima Next-Generation
Medical Industry Cluster Project in April 2006 and now applies his GMP/QMS-related
know-how in support of emerging SMEs conducting individual consultations for
corporations aiming to acquire licensing for medical device manufacturing. Other posts
include being a member of the Study Group for the Activation of Entry and Materials
Supply for the Medical Device Sector (Ministry of Economy, Trade and Industry) and a
Board Member of the Tohoku Medical Device Industry Support Board (Tohoku Bureau of
Economy, Trade and Industry).

Shizuo Ao

Board Director, Human Metabolome Technologies, Inc. (HMT)

Dr. Ao is an executive with over 20 years of experience in business development,
intellectual property protection, operations and management in the pharmaceutical
industry. Prior to joining HMT, he held various management positions at Fujisawa
Pharmaceutical Co., Ltd, (now known as Astellas Pharma, Inc.) from 1983 to 2001
and Banyu Pharmaceutical Co., Ltd. from 2001 to 2006. He received his Ph.D. in
pharmacology from Kyoto University.

Akira Yamasaki

Professor, Faculty of Economics, Chuo University

Before becoming a Professor of the Graduate Program in Economics at the Graduate
School of Economics, Chuo University, Prof. Yamasaki has held various academic posts,
including Assistant in the Faculty of Economics, Kyushu University, Lecturer in the Faculty
of Letters, Ferris University, Assistant Professor in the Faculty of Economics, Shiga
University and Professor in the Graduate Program in Economics, Faculty of Economics,
Kyushu University.
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Akio Nishizawa

Professor, Graduate School of Economics & Management, Tohoku University

= See page 24.
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Guay-Shin Samuel Yu

Advisor, Technology Transfer Center, Industrial Technology Research Institute

Dr. Yu is currently an Advisor of Technology Transfer Center (TTC) of Industrial Technology
Research Institute (ITRI). He is also the program leader of TaiWan Technology Marketplace
(TWTM) Program. Dr. Yu was the General Director of the Strategic Planning Division of
ITRI Headquarter from year 2004 to 2007, and the Technology Advisor of Ministry of
Economic Affairs (MOEA) of Taiwan from year 2002 to 2004.

Dr. Yu received his Ph.D. and Master degrees in Electrical Engineering from University of
Washington at Seattle, Washington, United State of America in the year 1983 and 1981,
respectively.

Wisanu Subsompon

Associate Professor, Director General, Chulalongkorn University Intellectual Property

Institute
Wisanu Subsompon graduated with First Class honor in Civil Engineering in 1990 from
Chulalongkorn University. He then studied a M.S. and Ph.D. in Infrastructure Management
at Carnegie Mellon University, graduating in 1993 and 1996 respectively. After
graduation, he returned to teach and conduct research as a lecturer at Chulalongkorn
University. He also received a Law degree from Sukothaithammathirat University in
2001. He served as an Assistant to the President of the Chulalongkorn University
during 2000-2004. He then has been the Director General of Chulalongkorn University
Intellectual Property Institute (CUIPI) since 2004. He also has served as the managing
director of Jamjuree Innovations, a holding company under the CUIPI Foundation.

Muhamad bin Zakaria

Director, Professor, Center of Innovation and Commercialization, University of Malaya

Professor Dr. Muhamad bin Zakaria studied at the Royal Military College (Malaysia) from
1970 to 1974, and received his BcS in biochemistry from the University of Malaya, Kuala
Lumpur. He earned a Ph.D.in phytochemistry in 1982 from the University of Strathclyde,
Scotland. After returning home, he became Lecturer at the Department of Botany, Faculty
of Science, University of Malaya; and later, Associate Professor in 1989 and Professor in
1998. Professor Muhamad has dealt extensively with inventors, investment bankers, fund
managers and venture capitalists. He actively manages direct negotiations on the transfer
of knowledge in technology research. He also conducts studies on commercialization,
and drafts and vetoes corporate documents and cross-border agreements, particularly
joint-venture agreements, investment agreements, and Memorandums of Understanding.
He advises clients on potential business opportunities arising from commercialization of
research, product development, patent drafting, and patenting.
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Arundeep Singh Pradhan

President, Association of University Technology Managers (AUTM)
Associate Vice President, Technology Transfer & Bus. Dev, Oregon Health & Science
University (OHSU)

= See page 20.
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Takashi Nakayama

Executive Managing Director, Japan Intellectual Property Association

He joined Tokyo Shibaura Electric Inc. in April 1971. Through a career in which he has
served as General Manager of the Washington Intellectual Property Office of Toshiba
America Corporation, Senior Manager of the Intellectual Property Department of the
R&D Center, General Manager of the Intellectual Property Department of Toshiba
Semiconductor Company, and General Manager of the HQ Intellectual Property Division,
he became President and CEO of Toshiba subsidiary Toshiba Techno Center Inc. in May
2003. In April 2009 he was appointed to his current position as Executive Managing
Director of the Japan Intellectual Property Association. He is a lecturer at the Graduate
School of Asia University.
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Naoto Kuji

General Manager, IP Division, Honda Motor Co., Ltd.

With Honda Motor Co., Ltd. since 1977, he assumed his current position as Head of the
Intellectual Property Division in 2001. Among others, he has also been active outside
of Honda as President of the Japan Intellectual Property Association in 2005, Chairman
of the Planning Committee for the International Intellectual Property Protection Forum
(IPPF) and Chairman of the General Planning Committee, Japan Intellectual Property
Association in 2009.

Masahiro Kamei

Senior Vice President, Intellectual Property Unit, Fujitsu Limited

He graduated from the Faculty of Law of Waseda University and joined Fujitsu Limited
in 1981. In 2003 he became General Manager of Intellectual Property Unit and since
then he has had responsibility for strategic planning related to IP matters of Fujitsu
Group. Since November 2007 he has served as Senior Vice President of Intellectual
Property Unit. He is a member of WG for copyright of the IP Committee of Nippon
Keidanren, Chairman of the Steering Committee for the Legal and IPR Committee of
Japan Electronics and Information Technology Industries Association, a member of the
Subcommittee on Unfair Trade Policies and Measures of the Industrial Structure Council,
and a member of Commission on Private Recording of the Subdivision of Copyright of the
Council for Cultural Affairs.

Mikiya Ishihara

General Manager, Intellectual Property Division, Sekisui Chemical Co., Ltd.

After graduating with a degree in Petrochemistry from the Faculty of Engineering, Kyoto
University, he joined Sekisui Chemical Co., Ltd. He transferred to the Intellectual Property
Division (formerly Patent Division) in 1985 and became General Manager in 2002. He
has also been Representative Director of Sekisui Document Service Co., Ltd. since 2005
and has held posts outside of Sekisui as Managing Director, Vice Chairman and currently
Auditor of the Japan Intellectual Property Association, Vice Chairman of the Kansai Patent
Information Center Organization and Fellow at the Innovative Collaboration Center of
Kyoto University.
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Masahiro Samejima

Attorney at Law, Patent Attorney, Uchida & Samejima Law Firm

Graduated from the Department of Metallurgical Engineering, Tokyo Institute of
Technology. After working as a metallurgical engineer at Fujikura Electric Wire
Corporation (now Fujikura Ltd.) in 1992, he joined the Intellectual Property Department
of IBM Japan. Passed the patent attorney examination in 1991 and the national bar
examination in 1996. Registered as an attorney at law in 1999. After working in the
Patent Litigation Practice at Ohba & Ozaki and the Law Office of Matsuo & Kosugi, he
co-founded Uchida & Samejima Law Firm in 2004. With his legal expertise, he has
contributed to many areas in IP services, management and policy. His articles include:
The Securitization of IP (Nikkei Inc.) (24/10/2003, co-authored) and The Handbook of
Patent Strategy (New Edition), Shoji-Homu (16/10/20, editor).
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Tetsuya Habu

Patent Attorney, Habu Patent Office

Joined Development Bank of Japan and handled cases mainly involving venture finance.
After registering as a patent attorney, he established Habu Patent Office in 2001. His
specialty is patent strategy of finance or software business. Publications: “System of
intellectual property” (Nippon Jitsugyo Publishing) etc.

Norio Nagai

President, Nabell Corporation

After graduating from the School of Law, Kansai University in 1979, he joined Nagai
Bellows in 1988 and became Executive Director of Nabell Corporation in 1992. Having
been in charge of the Technical Services Division throughout, he developed numerous
technologies tailored to customer needs, such as covers for medical table, skirts for
lifting tables, bellow covers with reflectors and bellows sensors for Laser path and has
already acquired ten different patents. He assumed the position as President of Nabell
USA Corporation in 1998, successfully establishing technical cooperation with companies
in Germany (1999) and Taiwan (2004). Since 2005, he simultaneously holds positions as
President of Nabell Corp. and CEQ of the US subsidiary.

Takakazu Miyahara
CEO, ELM Inc.

Currently holds positions as CEO of ELM Inc. and EFM Inc., Chairman of the Kagoshima
Prefecture Systems Engineering Society and Lecturer of the Career Design Seminar,
Kagoshima University. ELM Inc. was chosen as a case example in the first publication
of “300 Vibrant Monodzukuri (Manufacturing) SMEs in Japan” in 2006. He was
also awarded a prize for excellence at the Japan Monodzukuri Exhibition in 2007,
Furthermore, his project was selected as one of 88 agriculture-commerce-industry
cooperation projects nationwide and won the prize of the Kyushu/Yamaguchi regional
business managers in 2008. He was honored with the Medal with Yellow Ribbon in
2008.
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Hitoshi Yoshino
Managing Director, Japan IP Network Co., Ltd.

Joined BTG plc. (1990-2001) and QED Intellectual Property Ltd. (2000-2003), both
as Representative of Japanese/Far East Branch. In 2003, he joined IPX Corporation as
CEO. At the end of November in 2004, he resigned his position, and in January 2005 he
established Japan IP Network Co., Ltd. who is engaged in IPR related consulting service.
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Bror Salmelin
Policy Adviser to the Director, European Commission / DG INFSO

Education : Graduated from HUT, Helsinki, Control and Systems Engineering,1978.

Work : Assistant HUT 1979-1984.

TEKES 1984-, management positions in ICT and automation.

1994- Deputy of the IT Section.

Representing Finland at EU/IST programme. Feasibility Study phase chair of EFTA
delegation of global IMS initiative 1990-.

Vice Consul in Los Angeles 1997-1998, ICT and Media.

European Commission 1998-.Head of Unit (Integration in Manufacturing, Electronic
Commerce and New Working Environments). Developed European Network of Living
Labs, now 150+ sites' innovation network.

2007- Policy Advisor, ICT addressing Societal Challenges. Responsible for innovation and
take-up. Runs a senior industrial group "Open Innovation Strategy and Policy Group" with
leading ICT industries.

Member of New Club of Paris. Member of the Advisory Board for Innovation Value
Institute, Ireland.

Expertise in intangible economy and value creation, innovation policy, productivity and
creativity.

Stephen Battersby

Senior Director Innovation, Philips Electronics UK Ltd.

Steve is a physicist by training with a PhD from Cambridge University. He started his
career with Philips 26 years ago, working on transistors in lll-V compounds. In 1993,
he became Group Leader of the Large Area Electronics Group, studying devices and
technologies which underlie active matrix LCDs. Over the next 15 years, he worked
closely with factories in Japan, Korea and Taiwan. He was a Development Manager in
Kobe, Japan between 2001 and 2002 managing a Joint Development Agreement with
Mitsubishi to develop LCD products based on the technology of low temperature poly-
Si. Steve is now Senior Director Innovation at the new Cambridge Philips Research lab,
responsible for developing collaborations between the UK technical community and
Philips Research as a whole.

Bernd Wachmann

Head of Corporate Technology, Siemens K.K. Japan

Dr. Bernd Wachmann received his Master degree in Technical Physics 1995 from
the University of Technology in Graz, Austria, and the PhD degree in Physics from the
University of Stuttgart, Germany, in 1999.

He joined Siemens AG in the same year and worked in engineering and management
positions for 5 years in Austria (Graz, Vienna) and Germany (Erlangen), and for 5
years in the USA (Princeton), specializing in the development of advanced data mining
technologies for industrial, financial and biomedical process and system monitoring.
Since October 2009 he is heading the Corporate Technology department of Siemens K.K.
in Tokyo, Japan.
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Katsumi Harashima

Executive Director, Business Development, Taiyo, Nakajima & Kato Intellectual Property
Law
Before assuming his current position in 2009, Mr. Harashima worked at Fuji Xerox Co.,
Ltd. as Senior License Executive. From 1996 to 2005, he ran the Center for Intellectual
Resources as a General Manager after leading a Corporate Technology Strategy Office
for six years. He joined Fuji Xerox in 1969 after receiving a BA in Imaging Science from
Chiba University.
He currently serves as a vice president of LES Japan.
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Yutaka Hara

President & CEQ, Advanced Softmaterials Inc.

Graduated with a Bachelor’s Degree from the School of Engineering, University of Tokyo in
1979 and received his Ph.D. from the Massachusetts Institute of Technology. He worked
as a Post-Doctoral Fellow for about a year, after which he joined Recruit Co., Ltd. in
1987 where he gathered experience in the Information and Network Business, Corporate
Business Development and the Consulting Business of Organizational Management. He
was appointed to Chief Associate in the Technology Management Department of Recruit
Co., Ltd. in 2004 and to President & CEO of Advanced Softmaterials Inc. in 2007.

Torahiko Maki

Member of the Board & Executive Officer, Senior General Manager of Control &

Administration Division, Tsukishima Kikai Co., Ltd.
Mr. Maki is a Member of the Board & Executive Officer, Senior General Manager of the
Control & Administration Division, Tsukishima Kikai Co. Ltd., after 27 years of service in
Chiyoda Corporation with the last seven years assigned as a Senior General Manager of
the Licensing Department. He has been engaged in international licensing negotiation,
overseas plant construction contract negotiation, and licensing businesses, as well as
overseas assignments. He is now Vice-President of the Licensing Executive Society (LES)
Japan, and Vice-Chair of the Asia & Pacific Committee of LES International. Besides
these assignments, he is a part- time lecturer of the Special Graduate School, Tokyo
University of Science and a lecturer for Licensing Practice at LES Japan.

Makoto Ogino

General Manager, Strategy and Policy Planning Office, Intellectual Property Group,

Hitachi, Ltd.
Before assuming his current position in 2007, Mr. Ogino had been working at Hitachi
as General Manager of IP Licensing Dept., directing patent licensing projects, including
semiconductor patent licensing projects with overseas companies. From 1979 to 1988,
he worked at Hitachi as a legal and licensing staff for International Operations Group.
Mr. Ogino received BA in Political Science from Waseda Univ., BA in Law from Tokyo
Metropolitan Univ. and MA in Law from Tsukuba Univ. He studied law at St. Peter's
College, Oxford under the tutorial guidance of Mr. Peter Hayward, the Founding Director
of the Oxford IP Research Centre.
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Masau Takayanagi

Managing Officer, General Manager of Intellectual Property Department, Kyowa Hakko

Kirin Co., Ltd.
He passed the National Patent Attorney Examination in 1967 and graduated from
the Faculty of Law of Chuo University before joining Mitsubishi Chemical Corporation
in 1969. He worked in the field of licensing, contracts and IP management. In 1999
he was appointed as General Manager of the Legal Department at Mitsubishi-Tokyo
Pharmaceuticals, Inc. and in 2001 General Manager of the IP Department at Mitsubishi
Pharma Corporation. In July 2007 he joined Kyowa Hakko Kogyo as Managing Officer
and General Manager of the IP Department. Since October 2008 he has been working
at Kyowa Hakko Kirin Co., Ltd. as Managing Officer and General Manager of the IP
Department.
From 2004 to 2006 he served as vice-president of the Licensing Executive Society (LES)
Japan. Since February 2008, he has been serving as national president of LES Japan.

Yasushi Kasahara

Advisor, Fujirebio Inc.

Visiting Professor, Showa University School of Medicine, Kyorin University Public Health
After graduating from the Department of Chemistry, Faculty of Science, Tokyo University
of Science, he received his Doctor in Engineering from Tokyo Institute of Technology and
Doctor in Medicine from Showa University. He was a visiting researcher at the Scripps
Research Institute in the United States, honorary member of the Japan Society of Clinical
Chemistry and awarded a prize for best scientific papers by the Japan Petroleum
Institute for his thesis work. He has held various posts, including Head of the Research
Laboratory and Director of Research & Development at Fuijirebio, Inc. and Board Director
of SRL, Inc.

His writing includes 25 articles in English-language journals as well as various original
papers and reviews. In terms of joint and shared authorship, he has written 22 books in
domestic and 5 books in US respectively.
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Nobuyuki Nagata

Partner, Intellectual Property Group, Deloitte Touche Tohmatsu LLC

After having worked as a government official, in a management consulting firm and
technology ventures, he joined Deloitte Touche Tohmatsu. He advises on a broad range
of projects, including acquisition of technology ventures, numerous cross boarder M&A
projects as well as consulting projects on intellectual property management and new
business development. He is a certified public accountant in the US State of Illinois.

{38 /\=VU R k. Panelists

BT i
NP R Y NO— W) (RIS

19705 SRRRFEZRMARHGLERIZET.
BERERY V)T T Z7KZE2 (TR
8L UTHEE,

1972 HHEZEBIFRGAL. 1992F Ftt
RIREE =P RICHE.

19945 BEHARMESRR. 20005  EUfHR.
2003%F HESEUHRICEUE.

20085 HARETEBRANVEBREOIO/N\AZF 1 VIA M) —Hx
MM EZRSRRZERICRME. RRAFAER. EERRESZRET. G
MEEMRENNM EEESrIEER. EXEEEASURERBED L
UHNHEBERBEDE/N\EER. XBHFEEFEESEERERDRS
ZEESH D VEHAE.

g &8

TMIKSENERSHT L

1987 FHRRALEL WAL, 1989 FRBLE
\ B 7o 19950 RYAZEIZN—VT 1 - 7
N\ = LyY OYRVEE (LLM), OV RV ¥
e 4 VAR=ILD ) — R - O—TERBEFRE
“J, o 2000 4F TMIS A AR EHATIC) (— M —
v ‘ & LTBE., 2008 FRRAFE IR —
JVESHE.

IHER NHETI—TUITVADRE] (RE. hREH
2009). [MBAICBIFDEEU R T8) (F&, thouigiit, 2008). 702

TR—5—MBADERREHLE] (54 FE Rit, 2007)

EH fae

FOA ~ h—<Y FASH)

YZFIPARTLITY h
RBRAIZRFPARLFIZ LR HIELERE
THEE T . RITRRFV U IF VI A,
EARITICHB L. IVYILT 4« 2V ITBLUE
U59—FFUR NEBERERER, TO%. TOA
N =Y FASHAINEAE D )L— T (ICSE L.
REICED. B2, EEEHZROE UTcRE
EDEEAH - BINGHE. MNMEYRIAY
MOFTREREMISIE IV TILT « VTR, EHEEFEEUT [MBAER
DINT] (BAREEEHR D) . IMRAZRNICEANEET 1 —FTUI TV
Al (FRREEEH)

Hiroshi Akimoto
CEO, Intellectual Property Strategy Network, Inc.

1970: Awarded a PhD from the Graduate School of Pharmaceutical Sciences, The
University of Tokyo and became a post-doctoral fellow in the Chemistry Department,
University of Pennsylvania

1972: Joined Takeda Pharmaceutical Co., Ltd.

1992: Director of Pharmacology Research Laboratories |ll

1994: Director of the Intellectual Property Department

2000: Elected to the Board of Directors

2003: Executive Director supervising science, technology and intellectual property
2008: Assumed positions including Intellectual Property Adviser of the Japan
Pharmaceutical Manufacturers Association and five professorships including Guest
Professor of The University of Tokyo; filled in the past or currently holding positions as
government-related committee member, etc.

Yoshihiko Fuchibe

Attorney at Law, TMI Associates

Graduated from the University of Tokyo (LL.B., 1987) and University College London,
University of London (LL.M., 1995). He is registered with the Daiichi Tokyo Bar
Association (1989) and trained at Norton Rose, London and Singapore and joined
TMI Associates (Partner, 2000-Present). He guest lectures at Chuo Graduate School
of Strategic Management (2008). His publications include “Intellectual Property Due
Diligence Practices for the Success of M&A” (co-authored, Chuokeizai-sha 2009),
“Responses to Environmental Risks in M&A” (co-authored, Chuokeizai-sha 2008), and
“Practice and How to Handle Cross-border M&A” (Diamond-sha 2007).

Nobuyuki Oda

Senior Vice President, Deloitte Tohmatsu FAS

Graduated from the accelerated doctoral course in the Graduate School of Science,
Osaka City University. He joined a top banking think tank and was seconded to a major
commercial bank, amassing experience as a consultant and sector analyst. Following
this, he became involved in the Intellectual Property Group at Deloitte Touche Tohmatsu
FAS and is still active in that group. His main focus is on M&As involving chemicals and
precision machines manufacturers and consulting on corporate strategy development
for start-up ventures. Major publications include “All About the Practice of M&A” (Nippon
Jitsugyo Publishing), “Intellectual Property Due Diligence Practices for the Success of
M&A” (Chuokeizai-sha, Inc.).
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Jinzo Fujino
Professor, Graduate School of Intellectual Property Studies, Tokyo University of Science

Obtained master degree in law from Waseda University. After practice at NGB
Corporation and Morrison & Foerster, he has been a professor of law at Tokyo University
of Science, School of Intellectual Property Studies since 2005. Author of books:
“Patent and Technology Standard,” “Introduction to Intellectual Property Problems” and
“Standardization Business”
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Masashi Kurose

Vice President, Patent Attorney, Kyowa Patent and Law Office

Graduated from the Department of Production and Mechanical Engineering, Kyoto
Institute of Technology in 1970. After working for a machine manufacturer, he joined
Kyowa Patent and Law Office in 1977 and registered as a patent attorney in the same
year. He completed the MBA program at Hitotsubashi University in 2002. He holds
positions as an international counselor of the Asian Patent Attorneys Association (APAA),
board member of the Licensing Executives Society Japan (LES), Planning Committee
member for the International Intellectual Property Protection Forum (IIPPF) and Visiting
Professor of the Master of Intellectual Property program at the Specialist Graduate
School, Tokyo University of Science. He possesses years of experience with intellectual
property dispute settlements in China and the Asian region and has been awarded the
Medal with Yellow Ribbon and a special award from the Intellectual Property Association
of Japan.

Toshikatsu Imaizumi
Attorney at Law (Admitted in Washington, D.C.), Ditthavong Mori & Steiner, P.C.

US Attorney at Law (admitted in Washington, D.C.). He was born in Tokyo in 1962
(47 years old). After graduating from Department of Electrical Engineering, Faculty of
Science and Engineering, Chuo University in 1985, he worked in Patent Department of
Ricoh Co., Ltd. from 1985 to 1995 and in Legal Department of Ricoh Corporation (USA)
from 1995 t01998. He passed the US Patent Agent Exam in 1997. After graduated
from Franklin Pierce Law Center, he also passed the Washington, DC bar exam in 2003.
Currently at Ditthavong Mori & Steiner, PC, he drafts and files patent, trademark and
design applications based on the US case law, and writes validity and infringement
opinions.

Ken-ichi Kumagai

Professor, School of Law, Meiji University

He joined the Japan Patent Office in April 1980 and became an examiner in April
1984. This was followed, among others, by positions in departments consulting on the
protection of semiconductor chips (MITI), the improvement of the system concerning
industrial property (Patent Office) and international multi-party negotiations on
countermeasures. He has also held the title of Deputy Director of MITI’s Intellectual
Property Policy Division. In April 1996, he became Assistant Professor in the Faculty of
Law, Kyushu University, then Professor at the Graduate School of Law, Kyushu University
and Visiting Professor at the Graduate School of Medicine, Kyoto University before
assuming his current position in April 2007.
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Chikao Fukuda

Attorney at Law, Fukuda & Kondo

National Bar Examination in 1968. Registered as an attorney with Daini Tokyo Bar
Association, and joined Yuasa & Sakamoto (Law and Patent) in 1971. Partner of Yuasa &
Hara 1980-1995. In 1995, he founded Fukuda Law Office, and in 1997 it changed the
name to Fukuda & Kondo. Specialized in the corporate matters, IP litigation and licensing.
Member of The Copyright Law Association of Japan. Licensing Executives Society (LES)
Japan; President 2002-2004, LES International, Inc.; President 2007-2008.
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Ronald L. Grudziecki

Partner, Drinker Biddle & Reath, LLP

Mr. Grudziecki is a partner in the IP Group of Drinker Biddle & Reath in their Washington,
D.C. office. He has been a Patent Examiner and an Adjunct Professor of Law at the
Georgetown Univ. Law Center for 20 years. He has practiced IP litigation and licensing
and has spoken extensively on these matters around the world. He is the Immediate Past
President of LES International and a Past President of LES (US & Canada).

Heinz Goddar

Partner, Boehmert & Boehmert, Honorary Professor for Intellectual Property, Bremen

University
Heinz Goddar is a partner of Boehmert & Boehmert and of Forrester & Boehmert.
Technical Background (as well as PhD degree) in physics, with a focus on polymer
physics. He teaches Patent and Licensing Law as an Honorary Professor at the University
of Bremen, Germany, as a Lecturer at the Munich Intellectual Property Law Center (MIPLC),
Munich, Germany, as a Visiting Professor at the University of Santa Clara, CA, U.S.A.,
the University of Washington, Seattle, WA, U.S.A., the National ChengChi University,
Taipei, and the Tokai University, Tokyo etc. Prof. Dr. Goddar is an Associate Judge at
the Senate for Patent Attorneys Matters at the German Federal Court of Justice. He is
a Senior Advisor to Investment in Germany GmbH, Berlin, with a specific responsibility
for Life Sciences and Chemicals, and, also as a Director there, to the Global Institute of
Intellectual Property (GlIP), Delhi. He is a Past President of LES International and of LES
Germany.

Junichi Yamazaki
Partner, Attorney at Law, Patent Attorney, Miyake & Yamazaki

March 1968: Graduated from the Department of Economics, Faculty of Economics, The
University of Tokyo

September 1974 Passed the bar exam

April 1978: Registered with the Daini Tokyo Bar Association; Associate, Miyake, Kitamura,
and Tanaka

July 1980: Completed training at the Academy of American and International Law

April 1985: Partner, Miyake, Hatazawa, and Yamazaki

May 1991: Partner, Miyake & Yamazaki

Present Positions: President-Elect, Licensing Executives Society Japan; Statutory Auditor,
Music Publishers Association of Japan; Statutory Auditor, Wellfare Association Ranka-kai”,
Areas of specialization: Intellectual property disputes, contract negotiations, computer/
Internet law, venture business law, international transaction, corporate law, bankruptcy.
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Yoichiro Sata

Professor, Chief Director, Office of Intellectual Property Management, Organization for

University-Industry-Public Cooperation and Innovation, Yamaguchi University
Joined then-Ministry of International Trade and Industry in 1970 before being seconded
to the Japan Patent Office in 1972 where he was successively promoted to chief judge
and Head of the JPO Department of Appeals. Since 2004, he has been Professor
and Chief Director of the Office of Intellectual Property Management, Organization for
University-Industry-Public Cooperation and Innovation, Yamaguchi University and since
2006 also Director of Yamaguchi Technology Licensing Organization, Ltd. He is also
a member of various committees at METI, MEXT, JPO, Chugoku Bureau of Economy,
Trade and Industry and in Yamaguchi and Oita Prefectures. Major publications include
“Technological Development and Patent Strategy in SMEs,” “IP Instructional Book for
Universities and Research Institutions” (EME Publishing, supervising editor) and “Basic
University Introduction for those Newly Responsible for IP” (RIETI).
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Yongbin Jiang

Deputy Director, Overseas R&D Management Office, Tsinghua University

Dr. Jiang earned his Ph.D. degree from Brown University in the USA and has been
working in Tsinghua University Overseas R&D Management Office since 2007. His
office serves as a president-authorized office exclusively responsible for managing R&D
collaborative programs between Tsinghua and its overseas partners. He was appointed
deputy director of his office in June 2008 and has been participating in many important
collaborative contracts negotiations. He has a good knowledge on Tsinghua University
IP strategies and his current research interests include University IPR Protection and
Commercialization, how to help universities develop good relationships with industries
and how to promote International R&D Collaborations.

Wan Sik You

Visiting Scholar, Cornell Center for Technology Enterprise and Commercialization

Wan Sik You is a patent attorney in Korea. He is presently studying about patent
management and technology commercialization at Cornell University. Before he went
to Cornell, he had worked for Inha University in Korea as a Patent Management Advisor
and Faculty member for 2 years. While he worked at Inha University, he gave a lecture
on the intellectual property right to staffs and students, interviewed inventors on patents,
reviewed sponsored research agreements, and licensed patents and technologies to
industry. Dr. You also had served Korea Intellectual Property Office (KIPO) as a Patent
Examiner for 7 years after he earned doctoral degree in electrical engineering at Inha
University in 1996.

Katsuhiko Shionoya

Professor, Director of Intellectual Property Division, Office of Cooperative Research and

Development, Tohoku University
Obtained Master's degree upon completion of the Engineering System Graduate Course
of the University of Tokyo in 1987. Joined Sumitomo Metal Mining Co., Ltd. in 1987,
and was engaged in research of magnetic material in the Central Research Laboratory
and transferred to the Intellectual Property Division. Changed companies to TDK Corp. in
2000, and moved to Intellectual Property Division, Tohoku University in 2005. Inaugurated
as Director of the Intellectual Property Division in 2006. Also acts as an official of the
approval committee for the Intellectual Property Management Skills Test (IPMST).
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ae \E Akihiko Ishitani

@ Representative in Japan, Interuniversity Microelectronics Center (IMEC)

After graduating from the Department of Electronic Engineering, Hokkaido University in
1972, he joined NEC's Central Research Institute and engaged in research on epitaxial
growth of silicon and ceramic materials. He transferred to NEC’s VLS| Development
Division in 1989 for the development of silicon processing technology and was seconded
to the Association of Super-Advanced Electronics Technologies (ASET) where he
participated in the development of super-advanced electronics technologies. He has
been in his present post at IMEC since 2002.

Takahide Inoue

© Special Advisor, Center for Information Research in the Interest of Society, University of
California

Takahide Inoue is a long-time advocate for the UC Berkeley College of Engineering and
has been the Special Advisor to CITRIS since its founding in 2001. He is the Founder of
BA Consulting Group and also the Senior Consultant for the Japanese semiconductor
research consortia STARC since 1998. His role in CITRIS is to promote the institute as
the prominent model for the research and dissemination of the international Academia-
Industry-Government collaboration in the interest of Society in 21 century. From 1965
to 1998 he was a member of Sony Corporation, working mostly in the semiconductor
business unit. Also Takahide served as a Senior Vice President of Sony SEMA in San
Jose from 1991 to 1998. He received the BS in Electrical Engineering from Keio-Gijyuku
University and an MBA from Northeastern University.

Yutaka Takei

@ Senior Vice President (IP / PR / Standardization), BEANS Laboratory

He was born in Tokyo, Japan in 1947. He received his BS degree in applied physics
from the University of Tokyo in 1971 and his MS degree in materials science from the
University of Southern California, Los Angeles in 1975. In 1971-74, he was with Sony
Corporation working on ferrite crystals. In 1974-75, he was at USC as a graduate
student. In 1975-76, he was a Visiting Scientist of the University of Pennsylvania,
working on amorphous magnetic metals. In 1976-83, he was with Sony Corp. working
on magnetic tapes, magnetic heads and the superconducting magnetic orientation
process. He also contributed to the new business development in data storage. He was
with Sony Corp. of America (New Jersey) and Materials Research Corp. (New York) from
1989 to 1991. Following retirement from Sony in 2007, he is still active in production
technology of MEMS and thin films.
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[Plenary Speech 1]

“Accelerating Innovation through
Industry-University Collaborations”

Arundeep Singh Pradhan (President, Association of University Technology Managers (AUTM);
Associate Vice President, Technology Transfer & Business Development,
Oregon Health & Science University (OHSU))

AUTM is an association of about 3,500 individuals worldwide
representing academia, industry, law and government. One
of the key things that technology transfer highlights is the
coming together of representatives in different disciplines to
participate in partnership to accelerate innovation.

In academia, we look at the research happening within a
university and try to identify those innovative aspects that
have a route to commercialization and to promote its use
for the public good. This does not necessarily have to imply
competition. Instead, what needs to be done is to compare
and contrast the differences between academia and industry,
where they overlap and how best to use that overlap. While
the mission and the culture for industry and for academia
are very different, their goals can be very similar. Whenever
you bring two cultures together, trust needs to be established
through dialog, which leads to interactions governed
by agreements and ultimately to benefits for all parties
concerned.

While the primary mission of the university is education,
knowledge creation & knowledge dissemination, that of
industry are shareholder value and products & services. What
this means is that there is definitely an overlap on research,
students, resources, funding and facilities. However, there
are also some very different objectives: applied vs. basic
research, education vs. return on investment (ROI), openness
vs. proprietary research, conflict of interest, regulations and
timelines, goal-driven vs. milestone/financially-driven research
and different outcomes of research.

Given these differences and commonalities, what works is
to define some common objectives. The ideal situation is
to create long-term relationships between companies and
academia. This cannot be established unless there is dialog
and the main thing to remember is that it is not something
that you can pigeonhole. You have to create the means
necessary to carry out the project and identify the resources
and agreements particular to that project. And there needs to
be a commitment from both sides to make this happen.

For this, we need to define something called the innovation
ecosystem which is a diagrammatic representation of what
happens to a technology in research & education as it goes
through the spectrum of knowledge use & application, product
development & manufacturing, and growth & maturity,
taking into account the interactions between academia and
industry. Needless to say that as a project advances through
its lifecycle, the role of a university as well as that of industry
changes, as do the stakeholders involved.

There are several types of agreements, as exemplified by
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some of the cases at OHSU. Through a three-year collaboration
agreement with Intel, we were able to create the Behavioral
and Intervention Commons, one of the results of which was
the Living Lab, a network of about 100 homes wired with
sensors to monitor the daily activities of an ageing population
that may highlight changes, progression or improvement of a
disease.

In this project, we engaged very early on with the scientific
and the legal staff of Intel in a long discussion about what
was important to each party. Since the attorneys were at the
table, they understood the needs and desires of the company
and the university, and the subsequent agreement only took
three months to negotiate which, given the magnitude of the
project, is almost unheard of. Significant benefit has been
generated for both parties, as it has allowed the university
to establish an infrastructure that is the basis for more
federal grants, and it has allowed Intel to develop some of the
products that they have in-house and test them in the Living
Lab system. The mechanism has also been promoted to other
universities and companies as well.

Another example is a two-year, multi-phase, multi-million
dollar collaboration with a large pharmaceutical company to
accelerate clinical trials. Again, the same approach was used,
which was to sit down and outline what was important to
each side with the end result being one of mutual benefit. Not
only have we been able to establish a biomarker library in a
patient registry, but to expand our outreach into many patient
advocates as well as to collaborate with other universities to
add data to it. And the company has access to that data also.
They can identify patients to accelerate clinical trials and, in
the case of personalized healthcare, to limit adverse effects
through pre-screening.

In another project involving MRI imaging, we have master
agreements that allow us to develop new devices with new
algorithms to process images faster with the end result that
the company’s devices get used and the clinical outcome for
patients is improved.

There are also several initiatives at OHSU for global health.
They are absolutely critical to create treatments and
diagnostics for neglected and rare diseases (tuberculosis,
AIDS and malaria) for those countries where the medical
infrastructure is lacking. It has allowed us to create a network
of opportunities to engage in basic research, applied research,
preclinical development of drugs and vaccines and clinical
trials.

In the OHSU-Small Pharma example, we were involved
in a patent dispute with a small pharmaceutical company.



However, through the litigation process we found a
commonality of goals, so rather than go to litigation, we chose
to settle. As part of the settlement agreement, the company
agreed to fund basic research projects at the university,
through many areas of collaboration were actually discovered.
The litigation forced us to work very closely with each other
and understand each other’s needs and resources.

Keeping those case studies in mind, the nature of the
agreement that you put into place is going to depend on
where in the innovation ecosystem your project falls. If
you consider a project, for example, that lies primarily in
research & education and knowledge use & application,
then the agreement is going to be very different than if the
project were something else. You have to take into account
the resources and outcomes for the university and the needs,
desires and long-term benefits for the industry partner. Most
commonly, universities put into place sponsored research and
collaboration agreements at this stage.

Universities are not very good sometimes at recognizing the
concerns of industry members and vice versa. This is often
the most common reason that leads to a failure of negotiations.
In the US, universities are constrained by a number of things:
federal regulations, obligations to the federal government,
state regulations and income tax regulations. In contrast,
industry is governed by very different drivers: SEC, FDA,
the marketplace, investors and shareholders. Navigating all
of these restrictions is really challenging and requires mutual
understanding.

Another huge issue is the timeline. Since government funding
is often appropriated in four- or five-year increments, that is
how long university faculty think they have to demonstrate
results. Industry, on the other hand, works on two-year or six-
month projects, or even shorter especially in IT or software.
Again, there is a need for understanding.

Questions that need to be addressed are: Where is the funding
coming from? Is it coming primarily from industry, or is the
university going to inject its own funding resources? Does
the faculty understand these issues? What is going to happen
with the intellectual property? Does the university have
background intellectual property that may cover the results
of this new project? What is the licensing of new IP going
to look like? The industry side would like to negotiate all of
the terms and conditions upfront so that they know what the
obligations are, but the university side sometimes has a hard
time valuing something that has not yet been created.

All of these issues go into developing different kinds of
agreements. If you had a dialog with the company based on
the science and with the people who will draft the agreement,
all of these issues are addressable.

The complaint that we often hear is that it takes a long
time for the agreement to be negotiated. If you have an
agreement, for example, that falls primarily in knowledge use
& application and product development & manufacturing,
the considerations are very different. A sponsored research
agreement may be appropriate. Or you may have a research

services agreement where the university provides analysis,
testing and preclinical type activities for the company and
gives that data to the company. Under that scenario, very
little IP is being developed because you are using standard
methods to create the dataset.

As to who controls the dataset and what it is going to be
used for, that often has to be negotiated. University faculty
want to be able to publish the data, while companies would
like to keep it proprietary so as not to lose their competitive
edge. If you discussed this issue with the company early on,
you can create appropriate language in the agreement. In
the US system, delays of up to six months of publication are
included to allow the company to submit the data and/or file
appropriate patent applications.

What is absolutely critical is crafting the agreement to fit
the project. If the project is more product development and
product pipeline or product diversification-related, the issues
and the factors are very different. The company may just
leverage the testing or manufacturing facilities at a university.

Licensing again plays a major role. If faculty members come
up with an improvement to a product that is already on the
market and we can protect it with intellectual property, the
natural licensee is the company that makes the product.
Workforce development is a great area in which universities
can play a role as well, for example, teaching company
employees new methods and approaches or giving them
updates in the field.

One key issue to keep in mind is that agreements cannot
be boilerplate. While we may like to work from template
agreements, that is what they are. They are templates so
that you can create an appropriate agreement for the given
project. Terms and conditions cannot be boilerplate. You need
to assess what is necessary for the project through dialog.
The indemnification, for example, will be very different for
basic research than it is for clinical trials.

Finally, these are transactional approaches. It is very easy to
just fill in the blanks of an agreement and send it back and
forth with marked-up revisions, but that does not work. All
of this requires mutual trust and open communication. When
going into a negotiation, you really need to communicate what
your concerns are to create mutual and shared understanding.

Report on the International Patent Licensing Seminar 2010 4 1



[FFRIEEE 1]

[A=TUAIR=23Y : FIBREY )

TrZA M)y - FT4) = (BT A & > A4 (LESD & &)

[F=T oA/ R=2ar | L) FREIINT LI ESEEFR
ERAETHE, FIUI DA I X—= 3 T ha—RL—
AT AV IDETVTHY), 222 FANCT AT TR K
D5, fH LTI L O E ST 5. HINOISER S % &
HLTOONRSEER 5, ST R WA EE 7458
2T A4 22 A5 L TERIFIRT 5 Lo GBI & T b,

HRIA =T VA 7 R= a3 IR OGFEZIEH L
THESE L LT 5 L)l O3 28T
o TIUIHNCAEZFEDOH LB 1) 7 ThRFIUL, TihoH
B BELTH R FLWE A TOMBEEERE [TH 7\,
FHE FLVLDOTIER Y, ZO—BI75, FEEBUFAS1700 4548
12 AR E T A LE SR IR LB TH D, D10
EPLBRICYay I — O TR~ 70 ) A—
7 —%FIAL T, BE&%2ZTM->Tw5,

SRRV —3 v 7| EIHEN LB DIE, AES
DEAMGAIELREDEGEHLTH LT A T4 T4
AT L) FREICEN L FETH L, 20X At —
T oA I N=Ta v EERLZFEBOERIE, IBM A2006
FAZA VS —Fy P ETEBL A/ R=Tary- Vr A4
(InnovationJam) | 7%& %, 104 1 [E > 514 75 ADSZ AL <.
IBM O R EHT A7 A T4 72 L7z [ 4 /v T4
47" (Innocentive) | £\ HFIDT =7 A MTIE, RFEZIEZ %
[¥—%— (Seekers) | 737 =7 A4 MZZOMEEHR L. [V
JVox—(Solvers) I A RaALIZ O S AW REHEDH A1) 22— 3
VEERRL CWh, =7V Th, RS E RS L7
ZV—7123000 75 PV adeflts 20y 7 A M2 5L T\ b,

FERIZ RS & RO T A T4 TRZTFANLZ L
(ZRERRI TIE R p o 70 BEFD 8 H 728012, FhIME O EBRIZ G
TARMADRD LD I, MEZRFEL. LT A7 1
TR HMEMEERREL72 o THEY, 72, BRGVHLEN
I S N TV bo

Lz, BIEINZZO L) ZERIEIEE DD TH 5,
F—=T A I R=2aroing oL SHEBIIZEO I I 20
AL 2l L TR A A Ly FNAT 1970 458 F Tt 7214, 15
D2 1850, BIEA— T v A ) R—= a v EIHEN AT E o
Tbe WEODHERDLRE I, T2 L OFRHIZ
V20% Ty F7280% IZALADIFZERIZSIC L B L D7EE V)
Thbo 2. mOFEDREERTY, FHEBITZEE 3 % % o
Tz &3 E=H OO REORAZ TE 572154
L LTV 2721 T BEIZRD b Tld %R 572D Th A,

HERD B % RO B = — X1, WO DOTERIZ L - T
ENBe DEDIE, FHENWRL HFkE 7u— )= a v DL

42 Report on the International Patent Licensing Seminar 2010

BNTHY, ZAIUEI VIR CE R THE)100722LTH
bo FI2 BHFHANBEEICLD ALFETIIWTHESELHER S
A EFEHTHIENTELIHNIE 072 )V EDDERIL,
ENANT =7 TH—AE, CDOFNANT =0T+ — A% KA b
BEDINRF v —F v EFNVEVH T THETRER 2L Th b,

CIUL TG EE S A/ RN=2a v DAY - F
MWELL 722 e 2 BWT 5, WER, FELICE T 228138
INToEHEGIIRoT D, BHOP NS T TN AT %5
T HERDYNI A=y P ETNN=F vV Ta ¥ 1 7%
FWETIUR L 2 2R L THERIZS DT Th b, A
JN= a3V DAE—RFDID L) HEAUZ LY BNl %
FIHTE L EEMEDZILL . RIS REDELE S D515 %
{potze %5, JEROMZERFEEHIIHENICHE OV
T HTHb, T2, B DFEMOBA L VO MEbEFNI,
T2 L ZAENAKFF v TR FIFTh DL, BIESHABW
ER IO VEBoTWAITINE DL, v/ 7a 7Oty —%tk
WTIEDRENI D RN E VI A, 2O X9 RS Z BRI KD
BB DBIZH Do Tl BB LFAMN REZED RS D #
7o 7 PR T % 1 &) OB DT A RN 2L TE
LI T0E, UED L) RERDG, £FEITELE F
T\ FEHZRARTIZRO L L) FEEEI) ANS L9127k o72,

[F—=T A RX=2ary | VW) FEER oAV ) —Fx
AT a7, BEE & & ITR I BZ L E B L 72, 7 a—\1)
Y=g rbru—ViEgd e VRIS, RS EIEA
el BB DIERIE KR E D o720 SF AL L, #Fo
BB LAT ORI X127 B & IGRIZIRAD L7278, 55
RS A 72 OIS BN & il 720 70— AR A
N—=ay - BTV BED R LAY, SEIIINTOGHY
AT LUAIN G oo D TH L =T A/ R=ar
Tl R E STV ER, MM EDOT Ao 2 72k
THRE R B DEIMED L e o Tnb, IBMIZTA Y o7
WZEDBEI0E PV E AR L TBY ., ZIUdES B0y
LIGEHAL E o ThENH 5D

BB =T 70— A RIEEIR—Tld v, BEDEZ
IR JinE, 728 A UAENTE, RILDSE ZALTHAMT O
FEIC LTl ) 7 7 U —F BN e b 3EIL, FEERFLAMT
WAL CEZFNIIEF =T IR R \WEA ) DS, i LTl
72DIdH—T oA I N— a RIS E B B VEED
Hbo b zIETTarF— - TR Fy s TVFEE RIS
RGO TATATRHEETDL [T TV -7 4Xay
7" (Connect + Develop) |#& % R L T4 222 CJi< [NIH
(Not-Invented-Here: BRI FH:5%) fEfelt | SN/ E %
FroTwisEl LTd HRFLWE L TH L. SHIZHET
&, TRTORE % 5858 3EER D SRR T A 1 v A



BLTwa, iU, Paga A 720 7 L Bt
FTARFNA =TT Ta—FThb, bbiA. Fire s
L7ZHI EEIC DWW CUE, ERDI R IUST 70 —F b R 5,
F 72, HIEHE LR AR Lo T 7T 7T a—F 13D 5,

WEREDIINF =T A /) R=Y a3y FEKET LN
A DRI L Do SEEFERIATORE 3B ZOFFH L
WEBLLETH D, TN, BEIBE RIS H 2 #1555
HECTHWZIE D7 A T E2Eb 0 7,

PR T ) & B DS TBEIEI T LB &
BLZWE B S 72358 BRI W00 d 5o HPITRISES
AT LB TEX DD KBS B 2\ LI BRI LR 255
Mbe F—T A I R—2 gy - BFILTIE IFFIEE O
)BT, XA A E D 0 FOHM R R o 7R HINL
THIEHEHEM 252 52 LA TED, —77, FEILEEL Ik
BT OWTUITA Ly vV T RFSBY BN ETH S
B TA =T B TN IO LS DR L 3%
B U %, 2O, WIERBRRERHAE U L 53
BCHERETS 72 & 058 B

WERB ISP TRTEENL T D, HEILHD D 4 —
WARN) = - Dy —F RIS S BRSO T by —
U AREETIR, =T A ) N—= 3 DG
FERE & TREEE % 45 S A FORELRIIRI D 7 51
Ty hEMHILTWDIELH L LRI TNz, ZORESE.
FREMEAZ: L BPICAF e, P72 Fo2 D OBFEDTED
LN D 5o

EHHELTE—T A/ RX=2 a VERAT ABEOKE
HEEODE DI, B EFIEN—FH L 2v2d LR WHETF
ERETAHENI ETH D, TI ) I ANENERL 727 00—
IV A I R=Tay - 2y M= D) AT HHLNIT S
=TI KDV AZZHAP EDOE T, RIZA /RX— 3
U AT ARH k) 2 Lo HENIZINGIE
F—=T A I R=2 a Y REAT LMEDET D) AT 205,
EhLE Vo TEAZENWE T2 L0 T E1E75,

COTOEADEE o TWBEDIL, BiFTH D, 3%
L B N RIS TATERELTEH =T A I R=2 3 v &7
L TWb, EEENFERFAT DD 2R L 2o, £
FERY 2 BFEI SOV T ORI LT 2 L) IR H B D72,
L, BEROEZ R KRB IR RO L5 513H-
TH, Ak L3, Lzds> T, ED L) %Ik
MCTE—=T oA/ R=2a v wBATLENIE, ZDA /=23
COWHEIZE B,

ZNTHRIED, BE | LoRfI % BL 005, A—T1
I N—=2a Y OBREIZBNTH ks HunsiiTtunizbo
ERILE A TORBINHSN D, 728 21E, O HEA
FIZh 2o T BISROMED D %o MG FHF#H TR L
AUEED D LI\ B D \0IE, FFRFATAE &A@ HIBRA &0

fEHFF e ERAPLLNT, 2OHEFIIMOT AL v —I12&
L E R ICHR LR H 5. RIEETEI N %
[F 7 O] ERES, 8725, 6] UEEH 2 RO BE)ISE
T 228 TEH0572

FEtHIZe DA, T TIZR 2 X912, RELREZ D>
FAT Y MIF L TRCEMRZ TR TE 2 L)1 T A1HM
WHY ., FIUL > TEAFERD A MAL IR LW EEE D &
%o BEBBRRECIERIRFHEIC L > LT 5283 TE D
P FIUIHCETHZ) LIHEIE S o RIS 5%
HATTHFEAHAETHOILBE v, KRN OEE.
IEIFRIGEEORRE & DL HITESTT A L) T, Y4
HHOMEIHET 5o JLFEWIZEETIL, M O T
7)) RENREFELME I EDLVDS, KEFEINEEE B
M7 B AR T L e 3 FAE L5000 Lt v,

BULA I N— a AR ET L R EETHH L
DI LA L, I EUL, B b E T =Ry A 2L E
YICTh Do FWE, P LB RFFDIZI DV EEL VW IHER LS
bo A—=T U A I R=2a BT, BRI THEET
3757259 BERFPZNIEEETH L2013, 5t
DB E iy & T BRI IRIAT 52 LB\ A ),

F =T A )R- a3 DERFIZOVT W 2IE, EHIRIET
FEBBIERTHELI L. ALY A TOWE I HsN A7
59o I FEFICESEIX W ERRRT 2 3 F S E RGO
MEHENG T HLEEZIC LT, 7a— N\ Wit —T
A I R=2ayEBEALTHCEEDLNL, LA >T =7
AT NR=2 3 VIBINT BB EEL FrEHEORL T M,
FEHIBR &\ o 72 HE R DOELH EOHFIFES 5% 5\,

A7 BE WO XA EICHEZNT 5 RE725
Vo W—T 4 YR DBAIG DY A WEWEHED LD
T REFEIE R FEDICE  OIG I HERROME I
HE DL DT 5705, FHATIAZF R A% (freedom to
operate) #x b o LFALTE Db LNV, BEOF —
T oA NR=2a BT AEREGMEDOVEDIE, T4
VT EDEM BT & A EA ORI eSS 4
TFEWANE L TWB I L, Lzt T Mk x G 5470
DTTy N7+ —DHEEER MDD VTEN B Do welRIZ, TH D
WAL B2, ZEEMOF—T 2 A ) N— 3 2 gk
T 5 L9 RIS LIETH Do WIZEHFED 7 T—\1)
Y=gl oictdbin, =704 ) R—2 3 VERD
IR & % 2% IEFIZHAT CEAEHIEL KM T b 720
12 BINCERVENTL A5 9,

A NR= a CEROERE, FRD (=T 4 /=3
V) EHEN LRI SIEE > Tz, FUE ML LW ET
G EPOH S22 E T I TWAETTH S, iU,
A/ NR=2 a3y - XAV AV MI—EDEE G 2, BEROE|
HEARATH0DOTHY, £3EIL5HS. MNP EEEHL
THFENLTFICANIY ELEUT 57259,

Report on the International Patent Licensing Seminar 2010 43



[Plenary Speech I]

“Open Innovation: Past Is Prologue”

Dennis Patrick O’Reilley (President, Licensing Executives Society International (LESI))

Synthesizing the many definitions out there of “open
innovation,” it is a model for corporate management of
innovation within a corporation, including actively seeking
ideas from outside the company, collaborating with others
to develop new products, managing internal R&D to take
advantage of external opportunities and exploiting unused IP
assets by licensing out.

Basically, open innovation is a recognition of a trend to
use outside resources to assist in the development of new
products. What it is not is a new type of corporation, a change
in the competition in markets or a new type of IP transaction.
In fact, it is not even new. The British government in the
1700s offered a prize for a device that could determine a
ship’s longitude. It took more than a decade for John Walker
to receive the prize by inventing the first accurate marine
chronometer.

Today, we have what is known as “crowd sourcing,” a very
efficient way to come up with new ideas using the collective
ingenuity of the masses. The ultimate example of such an
open innovation exercise is that of IBM’s InnovationJam, a
website in 2006, where 140,000 people from 104 countries
participated in generating ideas for uses of IBM research
results. Innocentive is another website that allows Seekers
with problems to post them on the website and Solvers
to post possible solutions which may lead to commercial
products. Google too has offered US$30 million to the first
parties that develop a lunar rover.

Corporations historically have been reluctant to accept outside
ideas. There is a bias against contribution of others because
of competition. Companies want to maintain secrecy and have
exclusivity in the new ideas and of course they fear legal
problems.

However, the reality is that this history is relatively short.
The trend in open innovation shows that the use of outside
research gradually decreased throughout the 20th century
until about 1970 and then it began going up again, which is
the trend now called open innovation. A few things to notice
are that at most 20% is outside and 80% is still internal R&D.
Also, even at its lowest point, there was still 3% outside
research. Companies merely minimized obtaining research
results from third parties, but had not stopped doing so.

There are several drivers behind the need to seek outside
inventions. One is certainly a growth in knowledge
and globalization, which led to technology being widely
disseminated. Also, education in science and technology
allowed people everywhere to invent products that compete
with corporations. Another factor is a mobile workforce
and the availability of money in terms of venture capital to
support this mobile workforce.

44 Report on the International Patent Licensing Seminar 2010

This means that the technology market generally and the
pace of innovation has changed. It is now much easier to
do research on new products. Instead of developing costly
prototypes, research can mean a virtual prototype on the
Internet, which if it is a failure costs very little. With this
change in the pace of innovation, the availability of competitive
technologies has changed and corporations necessarily had
to change with it because R&D costs were too high. There is
also the concept of fusion of different technologies. Considering
biochips, for example, a pharmaceutical company wanting to
get into the diagnostic business without the internal capacity
to make microprocessors would have to seek outside for
such development. Also, small technology companies as
well as universities have become more nimble and adept at
seeking novel solutions to problems. All of these factors cause
corporations to change and adopt a method of seeking their
inventions outside.

Henry Chesbrough, who coined the word “open innovation,”
illustrated the change over time. When there was no
globalization and no global competition, internal development
costs were low and market revenues high. As competition and
the obsolescence of products increased, revenue decreased
but R&D costs to stay competitive increased. The closed
innovation model just did not work, so companies were forced
to leverage outside resources. In open innovation, companies
are no longer afraid of licensing their IP assets to generate
revenue. IBM generates a billion dollars a year in royalties,
which goes a long way for offsetting the loss of revenue from
the competitive marketplace.

It is not that a company is either an open innovation
company or a closed innovation company. Every company
does it differently and every situation, even within the same
company, will have different approaches depending on the
nature of the technology. A company is less likely to be open
about their core technology, but some companies need to
be an open innovation company in order to compete at all.
Procter & Gamble, for instance, have the “Connect + Develop”
program that actively solicits ideas for new products. This
is a dramatic change for a company that used to have what
was commonly called the Not-Invented-Here syndrome, but
now they also actively license all of their patents after a
product has been on the market for three years. In addition
to generating revenue, it is a very open approach to patented
technology. Of course there are differences in different
industries with respect to patented IP. The approach varies
depending on strategic goals and the available time as well.

How a company implements open innovation depends on
the particular circumstances. There are various transaction
types with different characteristics and impacts, and these
are the same ones that were used by corporations to acquire
technology in the past as well.



To illustrate, if a company is interested in acquiring
technology with respect to its core business, there are a
several choices. They can develop it internally, but internal
development or strategic autonomy takes a long time. In an
open innovation model, the company could either buy the
technology or the company that owns it giving them strategic
autonomy in a very short period of time. On the other hand,
if dealing with a non-core product or non-core marketplace,
licensing in is a quick option, but there are a lot of contractual
limitations and obligations to deal with the licensor. In
between, there are other possibilities, such as contract R&D
or buying equity in the company to gain control.

Competition still drives everything. In a comment in the
Wall Street Journal last November on the outsourcing of
product development, it was noted that when an open
innovation company would contract a research organization,
the contractors were sometimes dealing with multiple clients
at the same time. This could result in generic products that
provide nothing unique but a potential competitive downside.

One of the big problems with open innovation as a corporate
policy is that you have to deal with other parties whose
interests are perhaps adverse to the company’s own interest.
In a survey conducted by The Economist identifying the risks
of global innovation networks, the greatest risk was theft of
IP, followed by loss of control over the innovation process.
These are the risks faced by companies entering into open
innovation, but this is not driving them from doing it.

What is driving the process is competition. Companies are
using open innovation as a vehicle to stay in competition.
There are situations in which companies maintain control
over their core technology and only go outside for ancillary
developments. Companies will sometimes seek development
assistance from contractors or from universities, but not from
competitors, so where a company goes for open innovation
depends on the nature of the innovations.

Still, transaction restrictions are going to apply. The same
transactions that have been used all along are still going to
be used in the open innovation environment. There are going
to be acquisition problems in terms of taking title to patents,
for example. It may be possible to get an exclusive license
or a patent owner may opt for a field-of-use license which
allows for the possibility of competitive products being on the
market by some other licensee. Pharmaceutical people call
this “off label” uses because the same drug can be used for
more than one indication.

With contract research, as mentioned already, the contractor
wants to keep a hold of some ability to use the same
technology again for a different client which will lead to some
leakage of proprietary information to another competitor.
While it may be possible to cover this with confidentiality
or non-disclosure provisions, this merely provides a way
to enforce the contract if it happens. In joint development
agreements, each side has a competitive interest in terms of
how the outcome of the joint research activity is allocated. In
collaborations, often a small (high-tech) company gets together
with a big company, but there may be conflict if the big

company sees the little company as a potential competitor.

To protect product innovation, patents remain important.
However, surveys show that lead time in the marketplace
is also an aspect. In fact, in some industries secrecy is more
important than patents. In an open innovation environment,
secrecy will be less likely. Therefore, you probably would not
hire a university to do research, because by definition they
have to publish most of what they develop.

As for the future of open innovation, it will continue to grow
and have the same transactions, only in greater volume.
Companies will be more likely to have global open innovation
with transnational arrangements involving various entities
recognizing that there are no boundaries to invention.
Therefore, the parties that participate in open innovation
have to rely on the traditional contractual restrictions, such as
ownership allocations, exclusivity and field limitations.

One thing we might see is more efficient transactions. With
more routine transactions, there is no reason for each one
to be unique. It is true that many transactions are unique
because of the business relationships, but you might also
have more simple acquisition of technology agreements or
freedom to operate agreements. One of the big problems
with open innovation today is the lack of information about
the availability of technology around the world that is
available for license or for development, so more platforms for
sharing knowledge will have to be generated. Finally, more
efficient transactions require legal systems that encourage
multinational open innovation. It is quite possible that as the
globalization of R&D continues, there will be countries not
able to participate due to a lack of a legal system that allows
for the regular enforcement of contracts, which are the basis
for implementing open innovation.

Use of innovation sources began before they were labeled
“open innovation.” This is nothing new, it is the past, just
more of it. It formalizes innovation management and employs
known transactional techniques and companies will continue
to seek competitive advantage using IP.
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[Opening Forum]

“Green Technology and Intellectual Property Strategy”

Chairperson

Sadao Nagaoka (Professor, Institute of Innovation Research, Hitotsubashi University)

Panelists

Takeshi Sasaki (General Manager, Intellectual Property Division, Toyota Motor Corporation)
Paik Saber (Assistant General Counsel, IP Law, IBM Asia Pacific)
Akira Yamada (General Manager, Intellectual Property Department, Technical Headquarters, Mitsubishi

Heavy Industries, Ltd.)

Nagaoka

Today, we have invited key persons from Japanese
enterprises that are doing pioneering work in the research
and development and IP in the environmental field. We will
have time for a question and answer session with the panelists
after all the panelists and I have made our presentations.

Sasaki

Toyota has set forth a development vision known as “Zero-
noise Maximization” as the entire company’s effort towards
the environment. The aim is to bring the environmental
burden to zero, while maximizing driving enjoyment.

Storage technology is one of the obstacles for resolving the
problems of environment and energy. Comparison of energy
densities must especially be considered when we think of
these problems. Energy density per unit battery is better
than that of gasoline and diesel, but is still low. The focus
is generally only on CO, emission when thinking about the
fuel for the future generations, but Toyota is also looking
comprehensively at WtW (Well to Wheel: total emissions from
vehicle manufacture to exhaust). There are advantages and
disadvantages in any fuel, and since each country has different
policies, it is necessary to respond with the right material in
the right place and not narrow down to one fuel. At present
hybrid and plug-in hybrid are prevalent, but the percentage
of electric vehicles (EV) and bio fuel may also increase.

Toyota has not created an IP strategy specifically for
environmental technology. Our company’s knowledge is by
and large for “Environment” and “Safety.”

Intellectual Property is playing an important role in
energizing the manufacturing field. Utilization of intellectual
property means achieving an affluent society through the
cycle of innovation and manufacturing. The company has
a management strategy, and providing attractive products
is essential for the sustainable growth of the company. IP
strategy is needed for that. It is necessary to strengthen the
relationship between the management strategy and the IP
strategy, which tends to be weak.

Patent portfolio management is required as a basic strategy,
Le. it is necessary to steadily go through the cycle of creation
and utilization of intellectual property. Above all, with regards
to the patent strategy, it is vital to take efforts to ensure that

you hold the rights to the technology. This must be kept in
mind right from the first stage of development. Building a
patent network is also important for this.

Let me put forth the development of hybrid vehicles (HV)
as a concrete example. In this case, the Intellectual Property
Division has been involved right from the first stage of
development. This division has not just applied for patents
related to HV, but it has also participated in the selection of
specific systems of HV thereby providing direction from the
aspect of patenting. At first when we started the development
in 1984, the aim was to cut fuel consumption by half. But
the Intellectual Property Division detected 700 HV patents
and selected 6 HV systems out of those. In addition, we
adopted the sharing system after evaluating on the basis of
the technological performance and the patent information.
We have also subdivided the patents related to the sharing
system HV technology, and have applied for patents after
studying the requirements for the core patents and the semi-
core patents. We have also applied in foreign countries as
an invention group (package) for the hybrid technology. We
have also applied in countries other than Europe and America
on the basis of the characteristic features of environmental
technology.

Catalysts pertaining to NOX processing are examples of
building a patent network. Although the invented product
is the catalyst, we built a patent network that includes the
related repair and maintenance technologies, transmission
technology, technology applicable to diesel, etc.

It will continue to be necessary to aim at using the cutting
edge and advanced technologies depending on the vision, in
order to maintain sustainability of the company. At the same
time, it will be necessary to look at trends in other industries
such as IT.

Yamada

Mitsubishi Heavy Industries is aiming at achieving the 3Es
simultaneously. 3E refers to Energy, Environmental protection
(Environment) and sustainable economic growth (Economy).
4 elements are necessary for achieving the 3E: higher energy
conservation & efficiency, more efficient energy production,
promoting the use of low carbon energy, and CO, recovery
& storage. By the way, Mitsubishi Heavy Industries does not
have an IP strategy specifically for environmental technology.
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Wide-ranging technologies related to fossil energy, atomic
energy, and renewable energy are required for achieving
3E. What is needed first of all is reduction in the use of fossil
fuel, and energy conversion and high efficiency are a must for
this. And finally, we must reduce waste emissions including
exhaust gases. Meanwhile, there is also a need to expand
the use of atomic energy and renewable energy. Coal-fired
plants, gas turbine combined cycle (GTCC), integrated coal
gasification combined cycle (IGCC), boiler, steam turbine,
gas turbine, stack gas desulfurization facility, NOx removal
equipment, CO, recovery equipment, photovoltaic power
generation, etc. are specific technology examples.

Our company has been working to diversify energy sources
to protect the earth’s environment long before the 1990s. And,
at the same time, we have contributed to society through
manufacturing, with our basic policy for achieving efficient
conversion of energy, reduction & detoxification of waste, etc.
From that perspective, we have a history of development
and use of clean energy, and working towards high-efficiency
thermal power generation.

Enlargement and higher temperatures are keys to improving
the efficiency of thermal power generation. There are many
technologies that have aimed at efficiency improvement
through enlargement. For instance, in the case of IGCC, the
throughput of coal improved from 2 tons/day to 1,700 tons/
day from 1980 to 2000. And the temperature in steam turbines
has been increased from 1,150 degrees to 1,500 degrees.
The output of steam turbines improved 1,000 times by 1995,
from 1908 when the first domestic turbine was completed
in Japan, and this was mainly because of the development
of enlargement technologies. But the accident that occurred
during an experiment in 1970 highlighted the problem of large
scale accidents following the enlargement of steam turbines.

Natural power generation plants are an example of the
renewable energy field. Besides Japan, these plants have been
constructed in the Philippines, New Zealand, Iceland, etc. A
feature of the turbines manufactured by Mitsubishi Heavy
Industries is that they achieve higher efficiency by using low
boiling point media other than water. The output of windmills
has also increased by 10 times in the past 20 years.

I also want to bring to your notice the cooperation between
Japan and Asia in the energy field. This kind of cooperation
has merits for both Japan as well as the Asian countries. The
advantages for Japan are security of energy supplies and
market cultivation. The advantages for Asian countries are
the formation of domestic industrial infrastructure and secure
electric power.

Finally, I would like to mention IP strategy. We invest
business resources in intellectual property aimed at global
growth and protecting the earth’s environment, an issue for
our company is to protect this intellectual property adequately
from the “viewpoint of management.” In this context, the
importance of the “trinity” of business strategy, research and
development strategy, and IP strategy will increase more and
more in the future.
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Saber
The movement towards acquiring patents on green
technology has gained impetus in all countries.

We are facing unprecedented problems such as depletion of
natural resources and environmental burdens due to the rise
in consumption. And innovations by all possible means are a
must in order to defeat these problems.

Awareness of environmental issues is becoming universal.
Governments of country after country are announcing key
policies for promoting innovations in this field. One of these
policies is the Waxman Markey Bill in the United States,
which has proposed investing US$190 billion in clean energy
technologies by the year 2025. Also in Japan, Prime Minister
Hatoyama has promised to cut CO, by 25%. Innovations
are vital to deliver on such promises, but at the same time,
these innovations are a chance for economic growth and
reinforcement of the competitive power for Japan.

Private companies are also accelerating innovations. An
example of this is the Smarter Planet program announced
by IBM in the latter half of 2008. Its purpose is to reduce
operation risks by providing various technologies.

The world has become more networked and smarter than
ever before. If we look at the world as a whole, the amount
of transistors used has already reached a billion per person.
In the future, all events on the earth will be connected to the
net, and we will be able to understand them in real-time. The
world, in which several billion people are connected through
the use of mobiles, is becoming a platform for processing vast
amounts of information.

The Smarter Planet activity of IBM goes beyond this, covering
a wide range of activities: traffic, water supply management,
smart grids, etc.

The number of patent applications for green technologies has
increased rapidly. In response to such activities, countries
including Japan, South Korea and the United States are
working to speed up the patent process. And although the
world is facing environmental problems on a global scale like
never before, IBM is trying to contribute to resolving such
problems through solutions.

On the other hand, friction with developing countries has
also come up as a real problem. One example of this friction
is the dispute on keeping the green technology outside the
scope of patenting. As a result, there was a deadlock in the IP
negotiations in Copenhagen COP, and a tough road is forecast
for the future as well. However, business models that have
achieved IP sharing must also be recognized. Patent pools
are well-known, but there are other systems such as patent
pledges as well. IBM promised to provide 500 patents in
2005 for the development of open source software, and in the
same year promised to provide some patents free of charge.
This was because the company judged that rather than one
company possessing such patents, the economical merits
will be much greater by sharing the knowledge. Besides
this, there are other business models such as the Eco-Patent



Commons where innovations related to green technology are
shared without restrictions such as permissions or licensing,
and IP collaboration which assures non-assertion of intellectual
property between members.

In addition, there is a mechanism of open innovations. The
development of open Linux is one of its examples. Negotiations
are in progress with various countries for the construction
and use of platforms for open innovations. We are developing
our business with the world economy as the background,
and we think that healthy cooperation with each country is
necessary more than ever before.

Nagaoka

I would like to point out 2 crucial points as features of
environmental issues. One is a problem related to global
common good. In short, the problem is that even if the
necessity is very high from the global perspective, it is not
at all connected to the necessity or incentives of individual
enterprises. The other problem is the necessity of technical
breakthroughs. Prime Minister Hatoyama has put forth
that there will be 25% reduction in CO, emissions, but
breakthroughs that go beyond the existing technologies are
necessary so that we do not sacrifice the economy. In an
environment which does not stimulate voluntary development,
how to achieve this is a problem.

One method of initiatives towards the environment is to link
to incentives for individual enterprises through emission
trading, tax systems, regulations, etc. Japan has boosted the
development of energy-saving technology by its high energy
customs tax. There is a need to learn from this example, and
build up government-initiated “demand” for environmental
technology.

Building up basic research and combination of technologies
is also important for making breakthroughs. Moreover, there
is a need for innovation of technologies that will pinpoint the
results. And although the main objective of IP strategy is to
build a mechanism that will select the best technology out of
the wide array of technologies thereby leading to innovations,
it is also important to share the results of basic research.
Commercialization of IP is an important issue for universities,
but it is necessary to share basic research. And I believe
that a mechanism is needed which is backed by third parties,
especially the government, and which will give a boost to
sharing and utilization of IP.

Questions and Answers

Question (Nagaoka)
Toyota is pushing ahead with a very aggressive licensing
policy. What is the reason behind this?

Answer (Sasaki)

Most of Toyota’s inventions are directly connected to
environment and safety. The basic stance of Toyota is an “open
policy” whereby the knowledge developed by Toyota in these
fields is used as extensively as possible. And although we will
naturally deal most severely in case of misuse, the merit of
this open policy for Toyota is that the royalty earnings can be

turned into resources for further research and development.

Question (Nagaoka)

What will be the effect of higher efficiency gas turbines on
CO, reduction? What are the results and issues in overseas
deployment of Japanese energy-saving technologies?

Answer (Yamada)

The CO, emissions per unit have been reduced by several
times due to higher temperatures in turbines and their
enlargement. If such energy-saving technology of Japan
is simply applied all over the world, we believe that the
emissions will be reduced by several times, but the reason
why this has not be achieved is the different climates and
social mechanisms (infrastructure, development of laws,
incentives) in each country. On the other hand, Japan also has
many things to learn from other countries, such as Northern
Europe’s systematic developments regarding biomass.

Question (Nagaoka)

We have heard that Patent Pledge and Patent Commons have
facilitated innovations. What can the government do in these
systems?

Answer (Saber)

The government is in a position to play very important roles
in not only the development of inventions but also in the
spread of technology. It can offer tax revenues as funds for
a wide range of research and development activities, and
grant incentives through preferential tax treatment for not
only universities but also to the market. For example, the
government can substantially reduce or shoulder the patent
maintenance charges as an incentive for participating in
Patent Commons.

Summary (Nagaoka)

The discussion in this session focused mainly on the following.

(O Aggressive research and development and implementation
of licensing, with the focus on environmental and energy
issues.

(O Use of IP as a source of information for research programs.

(O Necessity of the role of government in “actualizing” needs
and necessities.

O Government participation to energize the licensing market.
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“Proposed Direction of Collaboration among University,

Industry and Government”

Moderator

Isamu Sojyo (Assistant Section Chief, Legal Affair Section and Professor, Innovative Collaboration Center,

Kyoto University)

Panelists

Hideho Tanaka (Professor, Graduate School of Engineering Management, Shibaura Institute of Technology)
Makiko Takahashi (Program Officer, Specially Appointed Associate Professor, Graduate School of

Engineering, Tohoku University)

Yuji Toda (General Manager, Intellectual Property Group, IP Development & Management Division, Hitachi,

Ltd)

Sojyo

Japan is definitely sinking right now. Globally, its per capita
GDP has fallen to 19th, and competitive power to 20th. The
academic ability test scores of PISA are also continuing to
decline. Why has it fallen to this point? I think behind this
rapid change, a social structural problem exists. Sakamoto
Ryoma once proposed “Washing Japan,” which is especially
required now. In order to rescue floundering Japan, it
is necessary to concentrate the entire might of Japan to
return back to the basics, and innovate the entire society.
Collaboration of Industry-Government-Academia would mean
concentrating all the power of Japan.

Tanaka

The number of university patent applications is greatly
increasing. But on the other hand, patent utilization (license
revenue) is comparatively very low. Therefore, last year an
argument for a shift from “Quantity” to “Quality” has arisen.

I think a surprisingly large number of people in companies
think that university related patents are frankly unusable.
The reasons behind this are they do not match needs and
patent quality problems. However, it is difficult to have
a constructive discussion to determine what should be
done in this case. Therefore, analytical data concerning
patent utilization is being collected as a foundation for such
discussion.

In the current research, analysis is comparatively easy.
Moreover, it was verified by taking up pharmaceutical related
patents, where there are many examples of collaboration
between industry-government-academia. Both university and
company patent applications were sampled and compared,
and problems of university patent applications were brought
to light.

On examining the categories of patents (substance
patents, application patents, and others), it was observed
that Universities submit many application patents, while
pharmaceutical companies submit more substance patents
which are highly exclusive and strong patents. Also, it was
realized that many of the patents submitted by universities
are application patents containing unspecified substances,

thus they are difficult to use in their present form. Also, in
company patents, organic compounds comprise nearly 30% of
the product patents, while they are a very small proportion of
university patents. Moreover, for the number of compounds
included in implemented cases, while many company patent
applications have 3 digits of compounds, a large number of
university patents have a single digit of compounds indicating
a weak patent. The reason for applications by universities
before building up of implemented cases seems related to
the publication of research results, which is the mission of
universities. Actually, a great majority of patent applications
are before publication of a paper. However, half of these
applications are submitted more than 6 months before the
paper’s publication. It is possible that a comparatively stronger
patent may result if that time is utilized for development.

What is needed for enhancing the quality of patents? The
problem of university patents, application of only the idea
while lacking demonstration, is also thought to be similar in
other fields. The reason behind this mass of weak patents
is that the universities are not fully conscious of the needs
of companies. In order to solve these problems, a method
involving the dispatch of company employees to universities,
and providing a business management perspective can also be
considered. It is necessary to have a system to foster people
with a company perspective who will then lead in research.

Takahashi

Joint research is becoming active in many universities.
Speaking about the relation between joint research and
patents, in Tohoku University approximately 20% of the
researchers are representatives of joint research. There is
also a net increase in joint patent applications. The increase
in joint applications with contracts is not limited only to
the environmental field. This trend can also be seen in any
technology field.

The research path of a researcher is not restricted to the
flow of “Basic Foundation — Practical Application,” but has
become a complex circuit in which practical applications / joint
research is tied to basic research. The “knowledge creation
spiral” advocated by Nakano and Takeuchi passes through
the 4 processes of collaboration, presentation, consolidation
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and internalization, and circulates between implicit and
explicit knowledge. It is a model which augments knowledge
and is also very applicable to joint research. Until now in joint
research, the university output tended to start and end with
the paper’s publication. However in the loop stated just now,
there is a suggestion that it might become an inspiration for
the next research.

Depending on the category of the researcher (doctor, post
doctorate, young, mainstay, star researcher, charismatic
researcher), the funds, content, and support structure for
research are also different. For any researcher, fundamental
services such as fund management are essential, but for
higher level researchers, custom-made services also become
essential: surveys of each country’s trends, research style
adjustment, building a practical system of joint research, etc.
Who should be responsible for that? In the U.S. research
management and technology transfer are assigned to separate
departments. In Japan, the research cooperation department
corresponds to the former, but intellectual property
management is also combined with it in many cases. There is
a need to look for a system which responds to different needs
and research levels.

The relationship between companies and universities will
become more and more important. Moreover, not only signing
contracts, but also system design and verification focused on
the knowledge creation process will become important.

Toda

In Hitachi's Research & Development Group, a strategy for
joint research is being created. It is being supported by the
Intellectual Property Group.

The establishment of the Hitachi Group started with the
development of a 5 horsepower motor. It has now grown
into a large conglomerate with the 4 business pillars of
electric power and industrial systems, digital and consumer
electronics, telecommunication systems, and electronic devices.

As examples of Hitachi's technologies which support both the
individual and society, we can cite storage solutions, power
generation plants, hard disk drives, railroad systems, high
definition plasma television, and proton beam gun medical
treatment devices. Regarding railroad systems, exports
to Europe were just recently announced and exports to
emerging nations are also being investigated.

Perpendicular magnetic recording used in HDD head and
media is an exemplary case of cooperation between industry
and academia. As a result of conducting joint research with
Tohoku University since 1977, Hitachi received the Minister’s
Prize, the Ministry of Economy, Trade and Industry at the 2005
Industry-Government-Academia Collaboration Conference.

From now on, it is necessary to integrate the results of
industry-academic collaboration with business portfolios. Joint
research until 2004 focused on small-scale research which was
based on scholarships. But for the past several years it is now
moving towards promoting large scale research. Rather than
person to person, it is aiming towards results connected to
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larger scale projects via comprehensive cooperation between
organizations. Also as far as possible it is aiming towards
building win-win relationships. Mutual cooperation for human
resource development is also being promoted.

The Collaborative Institute for Nano Quantum Information
Electronics is an example of recent initiatives. This is also an
example of promoting cooperation with Tohoku University.
And the Innovation COE Program for Future Drug Discovery
and Medical Care was established through the collaboration of
Hokkaido University with Shionogi & Co. Thus recently there
are many collaborations with national strategic issues/projects
as the target. Another example is the joint development
of a “Conversational robot” in collaboration with Tsukuba
University.

Hitachi aims to continue promoting even more industry-
government-academia collaboration. By means of industry-
government-academia collaboration, we would like to work on
issues to support businesses engaged in social innovation to
overcome national challenges like energy, environment, more
elderly society, health & medical, etc.

Although Hitachi is also facing harsh business conditions, it
shares the sense of crisis that the competitiveness of Japan
itself is decreasing, and would like to sincerely work on
industry-government-academia collaboration.

Sojyo

How to overcome the distortions from fast growth? Dr.
Komiyama, former President of The University of Tokyo,
suggested a viewpoint that “BRICs will in the end face the
same problems as Japan. In this sense, Japan is a ‘topical
developed country.” Until now, individual universities and
companies were responding to individual needs, but especially
now industry-government-academia should work together on
issues for Japan as a whole. Thus it should become a model
for other countries. From that point of view, very interesting
examples were reported by the 3 panelists. Now I would like
to deepen the discussion.

Firstly, what are companies looking for in universities? I
would like each panelist to speak a little about this. Mr.
Takahashi presented his viewpoint on explicit and implicit
knowledge. Patents can be considered chunks of formal
knowledge, while human resources are chunks of implicit
knowledge. What are your thoughts on this point?

Toda

This is my personal opinion, but companies primarily seek
education of human resources in universities. I believe that
companies would like to take up those human resources.
What companies need differs depending upon the research
fields. Research organizations in companies are fairly well
developed for electronics, but the IT sector requires basic
research (measurement technology, nanotech, etc.) and large
scale simulations, which will require university knowledge.



Tanaka

It cannot be said simply, but companies seek different things
depending on the industry field, business, and product. We
must first of all recognize this diversity. Depending upon the
industrial field, the quality of joint patent applications also
differs greatly. For example, in pharmaceutical compounds,
as it is a field where a patent of single substance generates
profits of billions of yen, suitable quality is also sought from
universities. On the other hand, there are also fields for which
university patents are not necessary in the first place and
only ideas are wanted.

Sojyo

Industry-academic collaboration is easier in the pharmaceutical
field which has fewer technical elements, but it is difficult in
an industrial field with many technical elements. However
even for the latter, we can have expectations for the roles of
universities in providing infrastructure and basic technologies
like nanotech. The opinion was that it is necessary to assess
these diverse needs.

Takahashi

Not only do we have issues in management of research
results, but the results are also not being shared sufficiently.
Universities are also very conscious of this. Patents viewed
like “money” when the research results are handed over by
the university to a company. However, there is also their
so-called shelf life, and the skilled use is also needed in the
receiving company. We spoke about technical elements but
we also need to verify the organizations.

Sojyo

What does Hitachi think about the reasons for the
collaboration between Hokkaido University and Shionogi &
Co.” What does Japan lack for enabling strategic alliances?
In U.S. universities, management places great importance on
industry-government- academia collaboration. When problems
occur, they are addressed at the University President and
Vice-president levels.

Tanaka

Compared to the U.S. which is an advanced country in
industry-government- academia collaboration, there is less
communication between Japanese researchers. In Japan in
recent years, there has been a tendency in universities to
harden their guard. However, shouldn’'t they have frank
discussions instead? Shouldn’t they also be more informal, for
example by phone?

Toda

The absence of allocation is the point lacking in Japan. In the
era of fast growth, success was assured in almost any field,
but now it has become difficult to select fields and concentrate
on them. From now on we will see sharp contrasts between
weak and strong areas. It is now necessary to assess the
areas to select and concentrate on. It was just stated that
large scale collaborations are desired, but even in them strong
teams should work together, and there is a need to maximize
the synergies between different fields. “We'll do anything” will
not succeed.

Sojyo

Tohoku University has the highest revenue from industry-
academia collaboration in Japan. What attracts the companies
to Tohoku University?

Takahashi

It may be their school environment plus locality. As it is
slightly distant from Tokyo, there is a tendency in researchers
to take a step back and survey the entire society. It is also
regarded like a “Industry is like a martial arts center for
academia (a place to train).” Some universities tend to view
industry-academic joint research as secondary, but that
tendency is not seen much in Tohoku University.

Also, for the aforementioned “allocation,” there is a need in
both industry and universities for staff who work only on
joint research. And won't the problem of communication be
resolved with experience?

Sojyo

Japanese researchers have formed a unique culture in the
world. It is a sharing of implicit knowledge. From now on,
there is a need to form explicit knowledge by circulating
implicit and explicit knowledge.

According to Becker, in a knowledge based society, a shift
occurs from implicit knowledge which only circulates in
certain organizations, to explicit knowledge which has
universal use. But on the other hand, in order to enhance
the originality and competitiveness of Japanese society, it is
necessary to create products and services which are used in
the world with the implicit knowledge of Japan as the base.
Moreover, an industry-government-academia collaboration
mechanism to enable this should be constructed. The problem
of “disussion” was pointed out, and we must think of how we
can make it possible.

Finland fell into a serious condition with unemployment
above 20% after the collapse of the Soviet Union. Under the
leadership of a 29 year old Minister of Education, it promoted
education oriented policies which led to today’s Finland.

Today no one referred to the perspective of utilizing young
human resources, but I think participation of the youth is also
important.

While speaking about industry-government-academia
collaboration, there is generally a tendency to focus too much
on technology, but cooperation of humanities knowledge is
also important. Economics has become too mathematical
and exclusive and it has lost the ability to advise the society
as a whole. In order to compensate for it, it is necessary to
incorporate a management viewpoint in industry-government-
academia collaboration which intuitively advises the society.
Also, young people should possess a motivation greater than
before, to participate in innovation of the entire society. At
present that motivation is reduced by the uncertain future
which causes uneasiness and mistrust, but there is a need to
convert it to a positive outlook.

I would like to request the panel members to say some last
words.
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Tanaka

The activities of the generation in their 30’s will be the key to
innovation in the future. It is important to provide them with
places to innovate.

Takahashi
I agree with incorporating management studies.

Toda

Allocation was mentioned, but in weak areas, non-metropolitan
regions and small and medium enterprises are keys. Recently,
there have been many successes in technology transfers of
small and medium companies.
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“Progress in Green Technology Based on Collaboration of
University, Industry and Government
~I|n View of Exploitation of IP~"

Moderator

Isamu Shimizu (Chairman, National Center for Industrial Property Information and Training (INPIT))

Panelists

Michio Kondo (Director, Research Center for Photovoltaics, National Institute of Advanced Industrial

Science and Technology (AIST))

Ryuichi Shimada (Professor, Solutions Research Division, Integrated Research Institute, Tokyo Institute of

Technology)

[Absent] Catherine (Casey) Porto (Senior Vice President, Commercialization & Deployment, National
Renewable Energy Laboratory (NREL))

Shimizu

The theme of this session is green innovations that have
promising signs emerging amidst bewildering changes in the
world situation. The essential requirements for breakthroughs
are (1) existence of innovative technologies, (2) political
support, and (3) enterprise / business environment (especially
the presence of a VCs). In that context, technologies such as
renewable energy and power grids (smart grids) are starting
to come together. Even in their political aspect, the U.S.
and Japan Governments have announced political support
measures against the backdrop of the global recession, and are
building an international consensus like COP, etc. Moreover,
we are seeing an investment climate that includes VC as well.

There are both upstream and downstream innovations. Mr.
Shimada will be speaking about industry-academia cooperation
and intellectual property strategies for upstream innovations,
whereas Mr. Kondo will be speaking about industry-academia
cooperation and intellectual property strategies for midstream
innovations. Ms. Porto was scheduled to speak about research
management under the Obama Government, but Professor
Kondo will speak on that topic on her behalf.

Shimada

Tokyo Institute of Technology, Integrated Research Institute
Solutions Research Organization was established as a super-
COE (Center of Excellence) involved in solutions. I completed
my doctorate from Tokyo Institute of Technology, and
thereafter I was in charge of research in nuclear fusion at the
Japan Atomic Energy Agency, where we manufactured the
nuclear power generator. Taking this foundation back to the
university, I started the Shimada Research Laboratory, which
is engaged in research and human resource development.

Benefiting from my experience in atomic research, we
developed a private electric generator in this research
laboratory. We introduced the manufactured prototype in
a factory for a trial run, and after making all the necessary
modifications pertaining to specific operational problems and
pricing, etc., we are now working towards manufacture of
the final product. In the power generation technology that
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we invented in the research laboratory, there were findings
that were not used and even some findings whose patents
lapsed. We were not very aware about patenting during our
National University period. Even now, there are some areas in
commercialization where there has been no progress. There
is a wide need for such technologies, and they are also sought
by many enterprises in foreign countries.

The start of the development of this electric current converter
can be traced back to over 20 years. Dr. Uchino of Toshiba
developed a switch that can be turned off without emitting
sparks. This switch was a circuit wherein the sparks energy
is accumulated in the condenser, and is discharged again
when the switch is turned on. This system also produced
energy necessary for internal electric conduction, and
could also be applied for adjusting the voltage with just the
electric current without using a transformer. Although it was
developed by Toshiba, we were attracted to this mechanism
and we came up with the idea of applying this system to the
electric current converter. Since then, Toshiba has shifted
from condensers to technology for minimizing the sparks.

The Magnetic Energy Recovery Switch (MERS) was
developed with such a background. Now, we have launched a
venture business named MERS-Tech and have entrusted the
management of this venture company to The Circle for the
Promotion of Science and Engineering, so that there are no
more patent expirations, etc. Specially Appointed Professor
Shiga is its CEO. At present we are applying for around 70
patents. And since there are several basic patents, we are also
on our way to making a public stock offering.

From the user’s perspective, a “Good Technology” is one
whose merits are simple and clear. However, the history
behind such a technology is very complex. This also
holds very true for the development of MERS. There are
components whose performance improved on simplification,
and there are applications that have come about through
combinations with diodes. The application fields range from
software, fluorescent lights, induction heating, and a variety
of power generation such as wind power. In fact there are



wind-power generation companies that have shown interest
in MERS. There has been a great response from European
academia after it was announced.

Regarding fluorescent lights, these switches are being used
in the conference room of a Nippon Steel factory. A device
that could adjust the contrast (lighting) of the fluorescent
lights was developed after it cleared a cost requirement for
“20 yen per watt.” This device holds promise for developing
countries that face serious power shortages. One of its biggest
advantages is that it is noiseless. There was a 40% reduction
in electricity usage in a month when it was used in a factory
office (the device was manufactured by Omron). There are
also good prospects that it will applied in smart grids in the
future. Also, with regards to induction heating, delivery of a
20EV scale device is scheduled for Nippon Steel Corporation.
We are also contemplating applications in other industries
such as electric vehicles, etc. If applied to soft-switching, the
power loss in semiconductors is cut by 2/3.

Almost all the capital of MERS-Tech is invested in patent
applications. There are currently over 100 patents, and the
company is not only positioned for patent applications but
also as an organization that is accelerating research and
development. We also expect swift decision-making from the
company in order to utilize our technology.

Kondo

I have primarily been involved in the research and
development of thin film silicon systems, and since 2004 I
have concentrated on photovoltaic power generation at AIST.
Photovoltaic solar cells were invented in the United States in
1954. Technology for “harnessing natural sunlight” became a
major topic of discussion. Strangely, President Obama used
the same expression in a speech last year. 2009 can be called
a “New First Year” for photovoltaic power generation.

Prime Minister Hatoyama promised a 25% reduction in
CO, emissions in Japan, and large-scale photovoltaic power
generation for factories and houses has become a policy issue
for the government. However, though there is no cause to
say that “Japan is sinking,” Japan’s share in the volume of
solar cell production has fallen. This is partly due to policy
differences related to subsidies, etc.

Because of the characteristics of photovoltaic power
generation, it will 20 years or more until we see results. The
Sunshine Projected launched by the government in 1974
provided support for photovoltaic technology in Japan. This
has been called the most successful national technology
development project in Japan. It has also led to the
development of new derivative technologies such as plasma,
etc.

A characteristic feature of photovoltaic power generation
is that its needs are vast and it is meaningless if it does
not spread globally. Since the production cost will also be
enormous, mass production is required for making profits. It
is probably impossible for a single company to achieve this.
So the key will be how we can reduce the cost through open
innovations, and thereafter how we can secure corporate

profitability.

Thin film solar cells are currently taking the world by storm,
and U.S. ventures are leading this field. Although solar cell
manufacturers in Japan are mainly large companies, there
are many small specialized manufacturers in other countries
whose strong points are swift decision making and business
judgment. As a consequence of being conservative, large
companies in Japan are perceived as being low-risk and late
movers with regards to the speed of investment. Emergence
of organic materials is expected in the future. It is believed
that thin film type solar cells will account for 1/3rd of solar
cells by 2020.

As yet, the cell material has not been narrowed down to just
one material. Silicon has a big advantage as it is an abundantly
available resource. On the other hand, Cadmium Telluride
(CdTe) is very cheap, but problems are that it is toxic and Te
is scarce. Moreover, a problem in case of CulnSe using Indium
is the scarcity of In. Multijunction solar cells already account
for 40% of solar cells, and they are expected to become the
majority. Japan has excellent silicon thin film technologies.

The limitation periods for solar cell related patents has almost
expired. Europe and America have made great advancements
in solar cell research with this in mind. Moreover, the
fundamental patents of solar cells have already expired. The
same Is the case with regards to silicon technology. However,
the thin film technology is still hot, and recently there was
a dispute regarding infringement of patent rights between
Oerlikon Solar (Switzerland) and Sunfilm (Germany) (settled
on 31st March, 2009). Even in universities, this is causing
academia to refrain from making announcements in academic
societies until patent applications are made.

An overwhelming majority of patent applications are from
Japan, accounting to 70% of applications. However, Japan
has only a 20% share of cell production. There are 0 patent
applications from foreign manufacturers who are currently
engaged in the production of solar cells. It can be said that
Japan’s patent applications do not necessarily lead to an
improvement in competitive strength. Moreover, although
there are many patent applications in Europe and America
related to organic solar cells (OPV) that have not yet been
put to practical use, Japan accounts for a large majority
of applications related to silicon thin films. This gives us a
glimpse of the difference in the patent strategies. It is seen
that companies in the United States follow a strategy of
retaining original technologies within their own company, and
only obtain licensing for basic research from universities.

Until now the technology developments in solar cells have
tended to focus on improving efficiency, but in the future it
will also be necessary to pay attention to reliability, that is
amount of power generated over the life cycle. In addition,
outdoor power generation precision must also be improved.
And it will be necessary to think not only about patents, but
also about operational aspects such as standardization, etc.

To deal with such issues, a consortium aimed at improving the
reliability of cells was started by AIST. This consortium has
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gathered rival companies including material manufacturers,
and its policy is to provide a completely open platform. Its
merit is that patent pool, modules, manufacturing and foundry
can be shared and indoor accelerated testing, outdoor testing,
module manufacturing, etc. can be executed based on this
platform.

On the other hand, the U.S. National Renewable Energy
Laboratory (NREL) has until now worked on the developing
a foundation and measurement & evaluation in order to
maximize the efficiency of CIGS compound solar cells and
CdTe solar cells. Under the Obama administration, the
world’'s most energy efficient research laboratory is being
constructed and rapidly expanded. The dilemma between
exclusivity of patents and the need for standardization
will have to be overcome in order to achieve international
collaboration with such an organization. And although over
40% conversion efficiency has been achieved in solar cells
in some cases, developments are continuing in the U.S. and
Japan to eliminate uncertainties and improve performance
even further.

The solar cell industry is rapidly developing on a global scale.
And the key seems to be reduction of cost through open
innovations.

Questions & Answers

Question (Shimizu)

Although we have not heard directly from Ms. Porto, we have
come to understand from Mr. Kondo’s speech that various
development activities are being carried out under the Obama
administration.

Although Japan was expected to be at the forefront in the
solar cell field, there is an impression that it has fallen out of
the ranks unnoticed. Although Japan has acquired patents, its
market share is falling. Japan seems to be on a losing trend,
and the same pattern can be traced back to semiconductors
in the past. Although there is the AIST consortium and the
sector is very important, there are no NPO-like organizations
that can maximize the results achieved from research. So, in
this aspect what are differences between Japan and Europe &
America?

Answer (Kondo)

In the United States, the researchers specialize only in
research work and other people are in charge of thinking
about the practical applications. On the other hand, in
Germany, there are research laboratories that specialize in
researching about practical applications and consequently
they also sell products. Thus, the positioning of research
laboratories differs by country. A problem in Japan is that
there a too many players in the same type of businesses, and
considerable energy is used up in resolving the resulting
overlapping and conflicts. An aim of starting such a
consortium of IP Pool is to eliminate such waste of energy.

Question (Shimizu)
Japan has had to be contented for too long in the second
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runner position. Moreover, almost no business ventures of
Google class are emerging from the Japanese universities.
There is an impression that the technology seeds of
universities are not flowing out that well. There is particularly
a strong impression of lack of management talent in this field.
What are your thoughts on this?

Answer (Shimada)

MERS-Tech is the 39th venture of Tokyo Institute of
Technology, but I am not in charge of its management. There
are very many ventures where researchers also double up
as business managers, but generally such ventures do not
succeed. What we lack are engineers capable of technology
transfers. If we consider deploying such talent, we will require
a minimum of 30 million yen for joint research. And the small
and medium-sized companies not only need a full-time work
force, but provision of a place that the company can use free
of charge is especially important.

Question (Shimizu)

In the cases that have not succeeded, there is an impression
of a conflict between the viewpoints of a researcher and the
viewpoints of the business manager with regards to business
expansion. On the other hand, in many cases that have been
successful, the researchers and business managers seem to
pair-off well. Can you please tell us about problems in the
university system?

Answer (Shimada)

After becoming independent institutions, the inventions
made in universities are on general principle considered
as an employee’s invention and the rights are held by the
universities. Therefore, there are cases of delays in speed
of industrialization, depending on the method adopted by a
university for managing its intellectual property.

Once a university has gathered around 100 patents, then the
direction of its technological development is also apparent.
If the MERS-Tech succeeds, we will see more ventures
thereafter. A tie-up between like-minded parties is especially
important for innovations. There are many excellent niche
manufacturers in Japan which can boast of a top share in
the world market. We hope to see growth by working in
cooperation with such manufacturers, and being ranked as a
large corporation.

Summary (Shimizu)

There have been many gloomy topics in recent times, but I
felt that there are very bright signs after listening to both of
your presentations.
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[A3]

“Translational Research Center Management
~EXxploring Its Possibilities and Challenges~"

Moderator

Akio Nishizawa (Professor, Graduate School of Economics and Management, Tohoku University)

Panelists

Arundeep Singh Pradhan (Associate Vice President, Technology Transfer & Business Development,
Oregon Health & Science University (OHSU); President, Association of University
Technology Managers (AUTM))
Christopher H. Colecchi (Vice President for Research Ventures & Licensing, Partners HealthCare)
Masanori Fukushima (Director and Chairman, Translational Research Informatics Center, Foundation for
Biomedical Research and Innovation)

Nishizawa

Based on the issues discussed at the previous A3 session and
the A3 session before it, today we will discuss the theme of
translational research. Translational research is an area that in
the future will become the focus of life sciences and industry-
government-academia collaboration in Japan, but the concept
of translational research has not spread sufficiently yet.
Furthermore, its content and methods are quite wide-ranging.
Against this backdrop, in order to systemize the concept of
translational research, we have invited experts from Japan
and the United States. First, Mr. Fukushima will explain the
definition and current situation of translational research, as
well as the initiatives and issues of translational research in
Japan. Next, we will hear about some advanced examples of
translational research from the US.

Fukushima

The term translational research and the concept behind it
have become widespread among experts and other relevant
parties, so here I would like to explain the clinical science
paradigm and the significance of translational research, as
well as the progress of medicine from a historical perspective.
Translational research refers to research that is used to apply
the findings of basic research more quickly and efficiently
into clinical research. First, it is necessary to realize that basic
research and translational research have different scientific
paradigms. Translational research cannot be implemented
as an extension of existing research. There is a large gap
between these two.

In Japan, there are three extremely large national obstacles
that impede the advancement of translational research. It is
necessary to realize that here we struggle burdened by these
handicaps in an environment different from that in Europe
and the US. I would like to outline the three obstacles.

1. Inherent problems in Japan’s academic community

Despite the fact that national universities were converted into
independent administrative entities in 2004, the dependence
on the central government is still very deeply-rooted in their
mentality. Universities are plagued by numerous economic
problems and are becoming agglomerates of individual
players. They do not have economic independence yet.
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From the perspective of IP control and management, which
represent the foundation of research and development, the
situation is particularly dismal. The more public funding is
blindly invested, the worse the situation will become.

2. Pharmaceutical Affairs Act

Hospital facilities offer a loophole that enables administration of
pharmaceutical products not sanctioned by the Pharmaceutical
Affairs Act. For comparison, in foreign countries, research and
development of new pharmaceutical products and medical
technologies are carried out in line with strict regulations,
such as GMP, GLP, and GCP. This practice of administering
pharmaceutical products not sanctioned by the Pharmaceutical
Affairs Act with no regard to international regulations
seriously damages the competitiveness of development in
Japan.

3. Lack of funding power

Venture companies established without careful consideration
and without regard to the grave obstacles described in 1. and 2.
above fall into bankruptcy before the start of clinical trials. To
begin with, there are no financiers strong enough to continue
investing in such ventures for 10 or more years.

These problems inherent to Japan are rooted in our poor
philosophy and ideas that nurture science. We are hobbled
by a national inferiority complex to Europe and the US.
The problem is not that there is low publication of research
papers from Japan in the top journals of Europe and the US.
Rather, the problem is that there are no original Japanese
medical journals that can serve as counterparts to the
Western journals. Also, regarding the second impediment
that I mentioned above—the Pharmaceutical Affairs Act—
the obtuseness with which we ignore international rules is
a particularly grave problem. It is necessary to revise the
legislation immediately, and secure consistent management
of administration of pharmaceutical products to people in line
with the GCP.

The Translational Research Informatics Center (TRI) is
the institution that coordinates the efforts for translational
research for the whole of Japan. It was established by
the Ministry of Education, Culture, Sports, Science and



Technology (MEXT) and Kobe City. In 2003, the TRI building
was completed, and in 2004 MEXT launched the Translational
Research Project for Cancer with TRI as the managing
institution. Clinical trials pursuant to the Pharmaceutical
Affairs Act have been launched for two of the 10 tasks of
the project. This is a groundbreaking development for the
Japanese system of grants-in-aid for scientific research.
The current Coordination, Support and Training Program
for Translational Research was founded in 2007. It is
engaged in efforts to establish and maintain infrastructure
for independent development and clinical trials at six base
universities and one research institution throughout Japan,
and is also advancing development of university seeds. Each
facility is under an obligation to launch two clinical trials.
Since its establishment, TRI has implemented more than 110
clinical trials and cohort research projects on cancer, coronary
artery disease, cerebral embolism, regenerative medicine, etc.
As a result, Japan has become a global leader in regenerative
medicine for treatment of lower extremity arterial diseases.

The process of commercialization of life science products is
said to be extremely difficult and to require between 100 and
1,000 times the energy necessary for commercialization of
industrial products. The subject of translational research is
the phase from nonclinical research to early clinical trials, or
the phase also known as the “Valley of Death.” The term of
protection available for patents ends after the expiration of a
period of 20 years, so the Valley of Death must be crossed as
quickly as possible. Furthermore, continued investment for
a period of at least 10 years is necessary and this requires
commensurate funding capacities.

Translational research is not an extension of basic research.
Translational research is business. Just gathering outstanding
researchers does not guarantee success. Providing them with
lavish funding is not enough either. First of all, very few
people in Japan understand the concept of clinical science,
which provides the foundation of clinical development.
Clinical science and basic science have different paradigms.
The advancement of clinical science requires specific
infrastructure. It also requires legislation and systems to
protect trial subjects and to guarantee the reliability of clinical
research, as well as data centers, and a certain number of
patients, medical care level, and treatment results. High-level
ethics examination related to protection of test subjects, or in
other words strict compliance with the ICH-GCP, is also an
indispensable requirement for competitive research. As for
fund procurement, strong patents are of utmost importance.
Development of pharmaceutical products is a patent business.

In order for universities to be able to exercise autonomous
management, they need patents that can be transferred
as packages to companies. Until now, universities had poor
awareness of the possibilities to gain income from patents.
Going forward, universities need the corporate and business
perspective they were missing the most.

In Japan, the first translational research centers were founded
in 2001 in the University of Tokyo and Kyoto University.
Their initiatives were gradually followed by other academic
institutions, which established their own translational research

centers. Today, under the current Coordination, Support and
Training Program for Translational Research, MEXT requires
all universities to implement two clinical trials pursuant to the
Pharmaceutical Affairs Act and production of test material
under the GMP. Such measures are implemented with the
objective of strengthening of R&D pipelines and achieving
university autonomy in terms of research and management,
and demand effective university reorganization.

It is necessary to elucidate an exit image with regard to all
seeds. From this perspective, TRI is developing initiatives
for translational research assistance through creation of
roadmaps, management of seeds progress status, and
coordination and adjustment of rights. Such initiatives require
special experts and organizational structures, but nowadays
Japanese universities have a very rigid personnel system that
allows only part-time employment of personnel other than
professors, associate professors and assistant professors. It
is necessary to break down this system and make possible
the employment of full-time intellectual property experts,
biostatistics specialists, CRC, data managers, pharmaceutical
experts, IT experts, etc. Japanese universities are already
suffering from institutional fatigue, and are falling behind the
times.

Creation of translational research infrastructure is creation
of national infrastructure for R&D in Japan. It will facilitate
collaboration with companies, and will enhance the quality of
education provided to students.

Currently, regenerative medicine research using autologous
stem cells is being advanced mainly at translational research
facilities. The history of clinical development shows that
until now medicine was based on the individual's healing
capacity, but today we are witnessing the development
of revolutionary medical treatment methods in which
autologous stem cells that are the source of the individual's
healing capacity can be increased outside the body and then
implanted.

To this end, corresponding innovation in the utilization of
funds is also necessary. Regardless of the amounts invested
occasionally in element technologies, such as molecular
imaging, genome analysis, and nanotechnology, these
investments will not be utilized properly unless funding is
provided for creation and maintenance of a clinical database
that will serve as infrastructure of clinical medicine. As long
as development not sanctioned by the Pharmaceutical Affairs
Act and based on the Ethics Guidelines for Clinical Research
that lacks quality assurance continues, Japan's competitiveness
will not increase, and eventually the health of the nation will
be left in the hands of big foreign pharmaceutical companies.
Immediate revisions of the Pharmaceutical Affairs Act and
stricter allocation of funds to universities are necessary for
the future of Japan. To put it bluntly, I think universities
should be privatized. The current management, or rather the
lack of one, that relies entirely on budgets provided by the
central government, will cause irrevocable damage.

Colecchi
Partners HealthCare (hereinafter referred to as “Partners”) is
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an integrated academic health system founded by Brigham
and Women's Hospital and Massachusetts General Hospital,
two hospitals related with Harvard University. It is one of
the nation’s leading biomedical research organizations, and
with more than 50,000 employees and an annual budget of
seven billion dollars, it manages multiple community hospitals.
As an academic health center, Partners has the following
missions: provision of quality patient care, teaching the
next generation of caregivers, and supporting cutting-edge
biomedical research. Under this structure, Partners strives
for commercialization of intellectual property. Furthermore,
in recent years it has added a fourth leg to its missions:
translational science.

Partners support research of technologies that are close
to commercialization. The Bayh-Dole legislation serves as
the base of their efforts. The majority of funds are spent
for basic research, but it stimulates the development of
translational research and clinical activities. Critical science
mass, motivated PI's, government support via funding and
legislation serve as the key drivers.

The ultimate objectives of Partners are to translate the
results of basic research and to gain profit from intellectual
property. To this end, it has established a Research Ventures
and Licensing (RVL) sector, the function of which is to
manage various internal issues related to intellectual property.
RVL is composed of the following three divisions: Research &
Licensing, Innovation Fund, and Business Development. RVL
is steadily enhancing the number of license/option activities
and the license revenue, and is also making profit from new
invention disclosures and start-up activities. On an annual
basis, revenue grows by 15% and research and development
expenses by 6%. The important things here are determining
of categories where innovation should be carried out and
focused provision of investments.

The example with the venture company support in Boston
demonstrates the importance of early-stage funding. A
research funding gap is prone to occur in the translational
research phase, after the phases of discovery and proof of
principle and before the preclinical phases. Venture companies
and angel funds are moving downstream to reduce risk and
increase return, while large organizations such as agencies
and foundations are focused upstream on basic research/
discovery. The gap tends to occurs between these two trends,
and National Institutes of Health (NIH) funding, which is
supposed to fill in the gap, is declining and limits funds for
translational research.

In order to fill in this gap, Partners established PIF as an
investment fund. Through a diversified portfolio, it aims for
a return of 16 dollars for each invested one. Furthermore,
recently Partners has established companies such as
VisionScope (a company specializing in production of indirect
diagnostic equipment), Life Image, Inc., (a company specializing
in software based solutions to share and manage externally
and internally generated medical images) etc., with technology
as the core of their business. There are a few other similar
examples, and the major themes they share are independent
investment committees, co-investment, and commercialization
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focus with eye on return. As the examples with genetic
treatment demonstrate, the linking of individual processes in
a stable flow will help to realize speedy realization of patents.
In this sense, translational research has a significant academic
potential.

Pradhan

Translational research is the process of translating results of
basic research quickly and efficiently into medical and clinical
practice. From my perspective, the objective of translational
research is to put into practical use the progress of science.

The Oregon Health & Science University (OHSU) is a medical
education institution that gathers postgraduate students. It
is a relatively small organization, and its single purpose is to
carry out research. The role of OHSU in translational research
can be compared to that of Harvard University. I would like to
explain the significance of the establishment of a translational
research institute at OHSU by NIH several years ago.

Translational research institutes were established in 2007.
OHSU was selected as one of the universities where such
an institute was to be established. In order to advance
basic research and utilize it in achieving clinical results,
it is necessary to identify target scopes, and examine the
availability of sufficient data. The translational research
institute was established as a structure whose function was
to cover these areas. Its mission is to improve human health
by enhancing clinical and translational research. Furthermore,
by placing importance on values such as innovation,
collaboration, and services, the translational research institute
aims to function as a catalyst for scientific collaboration and
to translate the results of basic research into innovative
research.

The conditions necessary for implementation of clinical
trials include a broader patient pool, accelerated trials,
bioinformatics, and biolibrary. The types of research, too,
include various menus, such as pilot grants, collaboration with
industry and enabling data. When investments are made into
actual projects, most of the funding is provided by companies.
Universities have limited funds and are in charge of research
mainly up until the preclinical phases.

In order to achieve success in translational research, it is
necessary to integrate clinical research with technology
transfer/licensing offices. It is also necessary to examine the
consistency with the utilization of funds and other internal
programs. Efforts from scratch take time, but it is possible to
shorten this time by utilizing templates of these processes.

The translational research institute at OHSU is involved
until the phase of establishing of strategic collaborations.
Furthermore, it also examines bridging translational
research and technology transfer with commercialization,
and coordinates detailed processes for each project. It also
determines appropriate mechanisms for translational research
tailored to specific objectives.

The provision of funds to universities by NIH has become
nearly flat in the last 10 years, so for universities it is



imperative to acquire other funding sources. In this sense,
too, industry-government-academia collaboration is extremely
important. Despite the numerous challenges that remain
with regard to translational research, we are committed
to continuing our initiatives with the ultimate objective of
contributing to public good.

Nishizawa

The speakers today pointed out that management of
intellectual property will become an extremely important issue
in translational research. While in the US there are numerous
examples of experts in intellectual property embarking on
commercialization, in Japan the principle that research comes
first has always prevailed, resulting in a strong tendency to
give priority to announcement of research results. However,
as we understand from the presentations we just heard, such
an approach will not enable successful translational research.

Questions & Answers

Question (Floor)

I have a question for Mr. Colecchi. What are the differences
between state-run universities and private universities?
Partners is a company, but does it get involved in the
management of universities? This method is unfamiliar in
Japan, but is it the fact that Harvard is a private university
that makes it possible? How is the distribution of profit done?

Answer (Colecchi)

Harvard University is a private university. As for Partners,
rather than a company we are more of a non-profit organization.
This is the position from which we are involved in university
research. At the time of our establishment, approximately
20 years ago, there was a tendency to give priority to state-
run hospitals, but today things have changed. Partners does
not give directions to individual researchers, but rather
functions as an organization that links researchers from
similar fields, or supplements research with a more practical
orientation towards commercialization. In that sense, there
is no difference in our approach to state-run universities
and private universities. As for the distribution of revenue,
Harvard University receives a quarter of it.

Question (Nishizawa)

I have three questions.

1. How many years does it take from making an invention in
basic research to disclosure and gaining profit?

2. What share do venture companies and large pharmaceutical
corporations account for in the recipients of the transfer of
commercialization technologies?

3. When technologies are transferred to venture companies,
do university researchers establish such companies
themselves, or do they license technologies to third-party
venture companies?

Answer (Colecchi)

Approximately 10% of the 30,000 to 40,000 commercialization
cases of the past few years were licensing of technologies
to start-up companies. The licensing recipients can be both
venture companies and large corporations, and their selection
depends on the features of each technology and the specific

needs. As for start-up companies, there are many examples of
direct involvement of university professors, but they do not
participate in the management of such companies. It is difficult
to succeed in commercialization of start-up technologies with
third parties that are unrelated to the research process.

Answer (Pradhan)

In principle, I share Mr. Colecchi’s opinion. At OHSU, researchers
can participate in venture companies as consultants, but they
cannot become CEO. As for your first question, it takes a
few years to make profit. There are many cases in which it
takes about 10 years. In the healthcare field in particular, the
issue of strict compliance with GMP and GLP necessitates
collaboration with large pharmaceutical corporations, and it
takes quite some time before a product is launched on the
market.
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“High Technology-Based Regional Economic Development
~As an Example of Forming a Cluster of Medical
Equipment Companies in the Tohoku Area~"

Moderator
Kohei Ishimaru (President, NBSI, Ltd))

Panelists

Tsuyoshi Ishibashi (Chief Pharmacist, Business Creation Division, Commerce, Industry & Labour
Department, Fukushima Prefectural Government)

Shizuo Ao (Board Director, Human Metabolome Technologies Inc. (HMT))

Akira Yamasaki (Professor, Faculty of Economics, Chuo University)

Ishimaru

One of the important objectives of patent licensing is
regional economic development and contribution to local
communities. This year marks the 11" edition of this seminar.
From the very beginning, the concept of contribution to
local communities has been part of its goals. Nine years ago,
Professor Sadao Omata from the Graduate School of the College
of Engineering at Nihon University, an academic institution
located in Koriyama, Fukushima Prefecture, established a
venture company called Towser Laboratory Corporation. The
purpose of this venture company was to develop medical
treatment equipment using ultrasound technology based
on a discovery made by Professor Omata. To introduce his
experience, Professor Omata together with experts from the
UK, Germany and the United States held a discussion session
under the theme “Spinoffs from Universities.” I remember that
in his lecture Professor Omata referred to advanced examples
from Europe and the US and explained that formation of
regional clusters, including spinoffs from universities, through
industry-government-academia collaboration takes many
years, so such initiatives must be carried out on a continuous
basis with passion and patience.

Ishibashi

I would like to introduce the Utsukushima Next-Generation
Medical Industry Accumulation Project, an initiative
implemented by Fukushima Prefecture. Fukushima Prefecture
is famous as the birthplace of Hideyo Noguchi, the prominent
bacteriologist. Eighty years after his death, Fukushima
Prefecture is advancing plans for establishment of a medical
equipment industrial cluster.

Three major factors contributed to the selection of medical
equipment as the theme for creation of an industrial
hub through the Utsukushima Next-Generation Medical
Industry Accumulation Project. First, there was an existing
infrastructure of universities and companies specializing
in this field. In other words, it was possible to launch
development of medical equipment through medical
engineering collaboration with the College of Engineering
of Nihon University and Fukushima Medical University.
Furthermore, in 2009 Fukushima Prefecture ranked eighth
among all prefectures in Japan in the amount of production
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of medical equipment, and first in the amount of production
of medical equipment by commission. The prefecture is home
of an agglomerate composed of numerous medical equipment
companies, such as Olympus Corporation, Johnson & Johnson
K.K., etc. The second factor is that the medical equipment
field is one of the growth industries of the 21* century. In
other words, it is relatively shielded from fluctuations in
the economy, involves manufacturing of a wide variety of
products in small quantities through a concentration of base
technologies, and although the bar for new entries is quite
high, once a company makes an entry, it is ensured stable
development over the long term. Furthermore, the revised
Pharmaceutical Affairs Act has enabled across-the-board
outsourcing. The third factor is that in 2005, a watershed
moment for the prefecture, Fukushima formulated a long-term
comprehensive plan for industrial promotion and creation of
clusters in the field of medical equipment through industry-
government-academia collaboration.

The College of Engineering of Nihon University, which is
located in Koriyama in Fukushima Prefecture, is complete
with diverse medical equipment on the level of a university
hospital, and has facilities that enable animal testing for
development of medical equipment. Furthermore, the
prefecture is home of the production center for digestive
endoscopes of Olympus Corporation, and of production and
sales centers of foreign companies, such as Johnson & Johnson
KK

Establishment of medical equipment clusters was triggered
by the development of haptic sensors by Professor Omata
of Nihon University. The launch of the Utsukushima Next-
Generation Medical Industry Accumulation Project on an
independent prefectural budget also provided a significant
impetus. At the time the project was launched, the chief of
the local Johnson & Johnson K.K. plant pointed out some
problematic issues, such as the lack of officials in charge of
pharmaceutical affairs and exit staff, as well as the absence
of a true industry-government-academia collaboration. This
prompted an examination of the possibilities for establishment
of an industry-government-academia collaboration, and
eventually the project scheme was overhauled. It was
pointed out that establishment of seeds-based businesses



in the medical equipment industry was nearly impossible
and depended entirely on need, so it was necessary to first
implement market surveys. The gap between R&D and
establishment of industrial clusters was quite big, and the
real task was to establish infrastructure for development of
regional industries rather than to advance R&D.

The Program for Enhancement of the Functionality of
Haptic Technologies and Their Practical Application through
Medical-Engineering Collaboration was launched in 2006. It
was composed of three projects: a project on enhancement
of the functionality of haptic devices and their practical
application in medical equipment implemented by a team led
by Professor Omata of Nihon University, a project on systems
for assessment of ovum and cultured systems implemented
by a team led by Professor Seichi Takenouchi, director of
the Fukushima Medical University Hospital, and a project
for development of next-generation robot hand and arm
systems equipped with haptic functions implemented by a
team led by Professor Takayuki Takahashi of Fukushima
University. These projects consisted mainly of measuring
through ultrasound sensors palpation operations implemented
by medical doctors. As for the implementation structure of
the program, it included dedicated project coordinators and
managers of the overall projects in addition to the persons
in charge of pharmaceutical affairs. Furthermore, a Research
Promotion Committee was established in order to oversee
the overall management, and the chief of the Johnson
& Johnson K.K. plant, as well as presidents of regional
companies participated in the management of the program.
Thus, a community-based project structure was established.
As applied research, the program is developing a device
for examination of intraocular pressure in which the probe
does not come into direct contact with the eyeball by using
airborne ultrasound waves. Another example of the success
of this initiative is the awarding of the 4™ Monozukuri Renkei
Taisho Award by Nikkan Kogyo Shimbun, one of the leading
daily newspapers in Japan, for the scanning haptic microscope
developed under the program.

However, unless measures are implemented to revitalize local
industries, all newly-developed technologies will flow out to
foreign companies. That is why we are providing guidance
and advice with regard to the Pharmaceutical Affairs Act
through the Support for New Entry to Companies from Other
Business Fields, a structure established with the objective of
assisting regional companies in their efforts to take advantage
of research results as quickly as possible. Thanks to these
efforts, recently the number of new entries is on the rise.
Furthermore, the structure is providing assistance to small-
and medium-sized enterprises (SMEs) for exploring of new
business opportunities. As part of these efforts, the first
in Japan exhibition of medical equipment and components
was held last year. Examples of new entries from other
business fields include the development of dental equipment
by a plating company, the development of materials
for manufacturing of medical equipment by a company
specializing in high-precision processing of metals, etc. In
order to further facilitate such trends, we are creating maps
of component providers and are distributing them to related
companies.

Parallel to the advancement of accumulation of technology
seeds and knowledge, the establishment of advanced base
technologies at SMEs has come to the fore as an important
task for the future. To deal with it, we are engaged in efforts
to enhance the system for component supply and to organize
seminars on pharmaceutical matters. Also, we are aiming to
turn the exhibition of medical equipment and components
“Medical Creation Fukushima” into an international
event. The cooperation of the Japanese Society of Medical
Instrumentation for the formation of this medical equipment
cluster has been extremely helpful. The process of production
of medical equipment, from the technology development
stage to the manufacturing and marketing stage, is regulated
by the stipulations of the Pharmaceutical Affairs Act, so
creation of clusters was considered difficult. The Plan for the
Creation of a Vibrant Fukushima (The Fukushima Prefecture
Comprehensive Plan), which will be launched in April this
year, outlines the future efforts for formation of medical
equipment manufacturing clusters. We intend to spare
no effort in order to be able to report results as advanced
examples ten years from now.

Ishimaru

In 2001, acting upon an invitation from Tsuruoka City, Keio
University established the Institute for Advanced Biosciences
(IAB). Based on an invention related to the technology for
capillary electrophoresis/mass spectrometry which can
simultaneously measure metabolomes in a very short amount
of time and which received the Chairman’s Award at the
FY2009 National Commendation for Invention of the Japan
Institute of Invention and Innovation, Professor Tomoyoshi
Soga of IAB investigated biomarkers, and in order to link the
invention with development of pharmaceuticals, etc., in 2003
Professor Soga together with the director of IAB Professor
Masaru Tomita established the venture company Human
Metabolome Technologies Inc. (HMT). In principle, regional
industrial clusters are created through industry-government-
academia collaboration based on regional resources. However,
this case is an example of an ambitious attempt to newly
create a cluster for bioanalysis and measurement equipment
under the leadership of the Tsuruoka City administration.

Ao

HMT is a university-launched venture company. It is also a
member of the Tsuruoka Metabolome Cluster. The core of
this cluster is IAB, Keio University. IAB is supported by the
RIKEN Plant Science Center, which represents government
involvement in the collaboration, and by HTM, which
represents the private sector.

The initiative to establish the Tsuruoka Metabolome Cluster
started in 1999. The first step was the establishment of IAB,
Keio University, through the collaborative efforts of Keio
University, Yamagata Prefecture and 14 municipalities in
Shonai. At IAB, it was decided that research would be carried
out based on the following three pillars: genome biology,
proteomics, and metabolomics. Three years later HMT was
established. Furthermore, in 2006 the Metabolome Campus
(Tsuruoka City Advanced Research Industrial Support
Center) was completed as a center specializing in metabolome
research. HTM owns more than 50 CE/LC-MS in the facilities
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of the campus and is advancing metabolome basic research
and applied research. Together, IAB and HTM form one of
the world’s largest metabolomics facilities.

The metabolome represents the collection of all metabolites
in an organism. Metabolism not only in humans, but also in
plants and bacteria is the target of analysis. Metabolomics has
a wide area of application, including the formation of organic
acids during fermentation. One example is the component
analysis of yoghurt. In Yamagata Prefecture, quantitative
analysis of the taste of rice is carried out through metabolome
analysis of a new rice cultivar called “Tsuyahime.”

HTM is concentrating its efforts on the search of biomarkers
in human blood. It is focusing its attention on the fact that
even in psychiatric disorders the composition of blood differs
depending on the disorder. The envisioned application fields
of such research include pharmacy, personalized medicine,
and diagnostics. It can also be applied in contract research in
fields such as food production, etc.

The 1% International Metabolomics Conference was held in
2005. This year, the 2™ International Metabolomics Conference
will be held. Furthermore, four domestic symposiums have
been held. Numerous results are presented in scientific
journals such as Nature and Science.

A new age is upon us, and the model of innovation is
changing. Until now, the existence of outstanding technologies
was a sufficient condition for commercialization. Nowadays,
however, the process has become much more complicated.
In order to adequately respond to the shift from process
innovation to product innovation, it is not enough to simply
develop high technologies. Popularization of such technologies
is of vital importance. The same issue stands for regional
economic development. Venture companies, too, should work
to spread high technologies and implement activities on a
global scale.

Yamagata Prefecture is home to numerous industrial parks,
and we are witnessing a shift to science parks that consolidate
such industrial parks. The Metabolome Campus is part of
the Tsuruoka Bioscience Park. The Metabolome Campus
includes facilities of HTM, Nishikawa Keisoku Co., Ltd., Keio
University, and RIKEN, as well as BioSigma, a joint venture
of Codelco Chile and Nippon Mining & Metals Co., Ltd.,
which incorporates the basic developments of biotechnology
into mining through the use of bioleaching based on the
biogenetics of copper, and Spiber Inc., a bio venture company
found by students of Keio University who developed a
technology for mass-production of “spider threads” through
synthesis of proteins.

Contract research from overseas institutions and universities
in addition to various domestic institutions is on the rise. The
prerequisites for success of a cluster are, first, technologies
and research on the highest global level, and second,
accumulation of researchers focused on high technologies
and availability of outstanding local resources. Other factors,
such as the availability of facilities and other infrastructure,
stable research budgets, and existence of companies that can
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advance commercialization, are also important.

The clustering of bio-related industries is just beginning,
and the number of employees is not very large yet. In
order to further advance the clustering of metabolome-
related companies, it is recommended that the pool of human
resources other than researchers be expanded, and at the
same time academic departments that can provide relevant
education be established.

Questions and Answers

Question (Floor)
What is the situation with collaboration with local medical
institutions?

Answer (Ao)

There is a plan for the implementation of joint cohort research
by Shonai Hospital in Tsuruoka City and Keio University.
This research will also enable identification of biomarkers.
Furthermore, our efforts for collaboration are not limited
to Shonai Hospital, and we are advancing establishment of
cooperative relations with other local medical institutions as
well.

Question (Ishimaru)
In your presentation you spoke about efforts to improve base
technologies of SMEs. Can you tell us more about this issue?

Answer (Ishibashi)

Last June we were selected as a Regional Center for Industry-
Government-Academia Collaboration of the Ministry of
Education, Culture, Sports, Science and Technology (MEXT)
and the Ministry of Economy, Trade and Industry (METI).
This is a 10-year project implemented in a top-down manner
under the leadership of the Prefectural Governor. At present,
the project is being implemented with the participation of
35 companies that are engaged in production of medical
equipment and original manufacturer equipment for license.
We intend to establish an Industrial Development Course at
Fukushima Medical University from April next year. We also
intend to implement initiatives that take into consideration the
needs of local industries.

Ishimaru

Experts in urban planning have always criticized the
overconcentration of population in Tokyo as ineffective and
uneconomical. However, due to the aging population and
migration to metropolitan areas, such as Tokyo, rural areas
are suffering from fast depopulation. On the other hand,
the technological levels of Singapore, South Korea, Taiwan,
China and other Asian countries and regions are rising
rapidly. Taking into consideration these demographic and
social factors, as well as the presentations from Fukushima
Prefecture and HTM, Professor Yamasaki will explain the
issues of and future perspectives for utilization of university-
launched high technologies and cluster formation.

Yamasaki
One of the most serious issues that Japan has to tackle in the



future is population decrease. If the decrease maintains its
current pace, by 2100, the population of Japan will drop below
50 million. We are facing the crucial issue of how to maintain
and support rural economies amid this unprecedented
decrease and aging of the population.

The features of Japanese local industries include a strong
inclination toward the domestic market, strong business ties
with Tokyo, widely and thinly scattered production bases, as
well as a small number of related and supporting industries
(in particular, production equipment, materials and software),
a small number of core universities, and large corporations
and national research institutes. Take for instance the
semiconductor industry. Production bases and related
industries are located not only in Kumamoto. They are also
scattered in Kitakyushu, as well as in cities designated as
technopolises by METI and along expressways. The original
objective of the Kitakyushu Silicone Cluster Project was to
integrate these scattered bases and related industries.

Since it is impossible to rely on public work projects, it is
necessary to implement community-led efforts to form clusters
and advance innovation. However, numerous challenges
impede this process. First is the small number of universities
and colleges capable of establishing cooperative ties. Next is
the mismatch between local industries and the research areas
of universities and colleges. For instance, in Oita Prefecture
there is a strong automotive production base, but there are
no engineering universities or research centers, so in some
cases even if companies apply for research and development
projects, their applications are not accepted.

Local governments are expected to exercise leadership,
but in fact they tend to further constrain their science and
technology budgets as the economy deteriorates. Or, even if
the budget is sufficient, it is often concentrated on agriculture,
fisheries and traditional industries, and the support to
innovation is quite disproportionate. In principle, there are
very few local government officials like Mr. Ishibashi of the
Fukushima Prefectural Government, and there is a lack of
local officials who understand science and technology. This is
a big impediment.

Under the administration of the Democratic Party of Japan
(DPJ), support by the central government for local clusters has
become a subject of budget cuts. However, the direct state
support provided until now has been necessitated by the fact
that local governments do not have the know-how or budgets
for regional economic development. The Knowledge Cluster
Plan of the central government, in particular, has greatly
contributed to local infrastructure development. The creation
of networks among mid-sized firms in local areas, and the fact
that information exchanges have become possible, can also be
evaluated very positively. Projects supported by the national
government have also resulted in raising the awareness of
regional universities. However, it is difficult to quantitatively
evaluate such results over the short term.

In order to create regional innovation systems, it is imperative
not only to restructure and integrate local universities, but
also to implement urgent measures that will ensure the

employment of local university graduates and will prevent
their outflow to metropolitan areas. One of the tasks to this
end is to shift funds from agriculture and other traditional
industries. Also, since production bases are widely dispersed, it
is necessary to consider the formation of wide-area industrial
clusters that transcend prefectural borders. Furthermore, it is
necessary to narrow down the range of research targets and
tailor them to specific themes such as achievement of a low-
carbon society, the aging population, and products for newly
emerging markets, etc.

Questions and Answers

Question (Ishimaru)

HMT represented by Mr. Ao is engaged in development
of high technologies, but I am left with the impression that
such development is oriented more to Europe and the US
rather than to Japan. What is the status of cooperative and
competitive relations with rival companies in Europe and the
us?

Answer (Ao)

In Japan, HMT is the leader in this field, but in the US a
similar venture company—Metabolon, Inc—was established in
2003. It is more of a rival than a partner. It is making inroads
into Japan, and is working mainly with pharmaceutical
companies. HTM is not implementing any activities in Europe
yet, but going forward I see possibilities for competing for or
establishing cooperative relations with European companies.

Question (Floor)

For rural areas, it is an extremely heavy blow when local
universities cease to exist. What does clustering mean exactly?
Does it mean consolidation through elimination of universities,
or does it mean that research institutes specializing in specific
themes will be established in various areas?

Answer (Yamasaki)

Japanese local universities are quite comprehensive in
their organization and feature a full range of small faculties
and departments, but it is necessary to consider greater
specialization of such academic institutions with a view to the
local industry. Local postgraduate law schools are facing great
difficulties, and it is preferable to consolidate such schools on
a regional scale when it is difficult to secure the necessary
number of academic subjects. The same is true for business
schools.

Question (Floor)

I think that in order to promote innovation it will be better to
have local students leave and then come back after expanding
their knowledge and experience rather than try to stop
them from migrating to metropolitan areas, or even to invite
external resources that have no connection with the region
whatsoever. Also, the concentration of budgets in agriculture,
etc,, is perceived as an issue, but do you think there is room
for improvement in this area that will meet the local needs for
machinery and equipment?

Answer (Yamasaki)
In Japan, there are no industrial clusters for agricultural
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machinery. In Miyazaki Prefecture, specialized agricultural
equipment for tea cultivation is being developed, but I think
that clusters for manufacturing agricultural machinery in line
with local needs are also necessary.

In Kyushu, 90% of all graduates from engineering schools
leave the region. This trend is weakening the pipe between
universities and the local industry. On the other hand, a leader
figure is indispensable in order to attract external resources.

Summary (Ishimaru)

Creation of regional clusters through accumulation of
companies that take advantage of high technologies will
naturally lead to the realization of open innovation based on
intellectual property as its infrastructure. This will further
promote clustering of companies and will thus expand local
employment and improve living standards. I would like to
conclude this session with this summary of the proposals
made by Professor Yamasaki, including the measures he
outlined for dealing with the grave problem of the lack of
local personnel who can exercise leadership in the process of

cluster creation.
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“Academia-Industry Technology Transfer Activities

in East Asia: Now and Future”

Moderator

Akio Nishizawa (Professor, Graduate School of Economics and Management, Tohoku University)

Panelists

Guay-Shin Samuel Yu (Advisor, Technology Transfer Center, Industrial Technology Research Institute)
Wisanu Subsompon (Associate Professor, Director General, Chulalongkorn University Intellectual Property

Institute)

Muhamad bin Zakaria (Director, Professor, Center of Innovation and Commercialization, University of Malaya)

Commentator

Arundeep Singh Pradhan (President, Association of University Technology Managers (AUTM); Associate
Vice President, Technology Transfer & Business Development, Oregon Health &

Science University (OHSU))

Nishizawa

This session is conducted every year with the goal of
building networks between Japan and East Asia based on
our knowledge of the current situation in East Asia. Recently,
industry-government-academia collaboration is on the rise,
particularly in ASEAN countries, but we are witnessing the
emergence of a model that is quite different from the model
adopted in Europe and the United States. Its most important
characteristic is that small- and medium-sized enterprises
(SMEs) are the main recipients of technology transfer. The
technology transfer in East Asia is also characterized by
fragmentation of knowledge, which is a problem that local
SME:s in Japan also face. In Taiwan, too, SMES account for a
large portion of the economy and have become the focus of
technology transfer.

Yu

I would like to explain the situation of patent business in
Taiwan. The government of Taiwan is developing various
measures for technology assistance. It covers all processes,
from basic research, to applied research, technology
development and product development. Industry-government-
academia collaboration, too, is part of this framework.

The Industrial Technology Research Institute (ITRI) is a
non-for-profit, non-governmental R&D institution founded
in 1973 by the Ministry of Economic Affairs (MOEA) of
Taiwan with the objective of providing assistance from the
technology application stage to the product development
stage. Its mission is to support innovation, to enhance the
competitiveness of industries in the global market, and to lead
toward the realization of a knowledge-based economy. As
previously mentioned, ITRI is in charge of some aspects of
technology commercialization.

In 1976, the CMOS technology was transferred from RCA to
ITRI, and as its spin-offs the institute created companies such
as UMC, TSMC, etc., establishing itself as a trendsetter in the
Taiwanese industry. For instance, ITRI played a major role
in the establishment of the PC industry in Taiwan, and the
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creation of a notebook PC cluster triggered by the technology
transfer to ACER contributed significantly to the development
of the PC industry in our country.

At the moment, ITRI holds nearly 10,000 patents. It has a total
staff of more than 5,000 people, of which more than 1,000 have
Ph.D. degrees. The scope of R&D in ITRI encompasses the
following six fields: information and communications, energy
and environment, electronics and optoelectronics, biomedical
technology, nanotechnology, material and chemical field, and
advanced manufacturing and systems.

In 2000, ITRI established the Technology Transfer Center
(TTC), which assumed responsibility for licensing. Through
licensing of original and external intellectual property,
creation of prototypes, and marketing support, ITRI is
providing assistance to start-up companies. Furthermore,
ITRI is striving for enhancement of the intellectual property
value chain through cooperation with the Taiwan Intellectual
Property Office (TIPO) and other relevant organizations.
The Taiwan Technology Market Place (TWTM) Program
plays a core role in these efforts. From 2001 to 2008, the
TWTM Program accomplished 19 deals, which include the
commercialization of 232 patents in total, and gained revenue
equivalent to US$400 million.

It is not easy to fill in the gap between technology and
market. It is necessary to first identify needs. Furthermore,
even after the commercialization of a technology is completed,
it is important to implement continuous and consistent efforts
for expansion of market opportunities.

The intellectual property system and industry-government-
academia collaboration are still at a relatively early stage of
development in Taiwan. We intend to concentrate our efforts
on further improving the efficiency of licensing.

Subsompon
In Thailand, academia-industry technology transfer is carried
out through training and contract research. In recent years,



there is a growing trend to carry out such transfer through
collaborative research and licensing. One of the factors
behind this trend is the awareness of the importance of
innovation. Also, universities are beginning to realize that
intellectual property can be a source of revenue. In addition,
the government has recently initiated a few programs to
promote academia-industry technology transfer. Examples of
such efforts include funds that provide consulting, matching
or assistance for technology development, as well as support
for intellectual property protection and licensing, and tax
incentives.

At Chulalongkorn University, there are several ways to
disseminate research results to the society in addition to
research presentations. These include life-long education and
support for fostering human resources.

One of the reasons why we established a foundation to
manage all university intellectual properties is that at that
time the university had to follow numerous governmental
regulations. Another reason was that we wanted to avoid
risks associated with commercialization that might affect the
management of the university. The foundation is composed of
CUIPI and Jamjuree Innovations, a holding company. It has
established various spin-off companies and start-up companies.
One of them, Jamjuree Innovation Products, specializes in
support for commercialization of inventions in their initial
stage of development, an area that very few companies choose
to explore.

The process of technology exploitation is composed of the
following three components: technology analysis, market
analysis, and intellectual property valuation. The distribution
of royalty income is as follows: 25% to the university, 50% to
the researcher, and 25% to the researcher’s department or
unit.

The following key factors should be considered when
establishing a start-up company: invention, know-how, money,
and management. Problems such as the lack of professional
technology transfer staff, turnover of experienced employees,
and insufficient investment from companies are pointed out
as barriers to industry-government-academia collaboration
and technology transfer in Thailand. In that sense, the TTO
network is expected to produce various results such as
sharing of experience, training of experts and professional
technology transfer staff, and creation of a licensing
framework.

Zakaria

Established 105 years ago, the University of Malaya (UM) is
the oldest academic institution in Malaysia. In the past it was
operated with subsidies from the government, but recently
applying academic results for the good of society has become
a condition for receiving funding. Against this backdrop, we
established the University of Malaya Center of Innovation
and Commercialization (UMCIC) as an institution responsible
for the technology transfer and commercialization activities
of UM. In the past, there were regulations banning the
university from business activities, but in recent years these
regulations have been eased.

One of the objectives of UMCIC is to commercialize the
intellectual property held by UM. Fourteen patents were
registered at the time UMCIC was established. Our first
commercialization activity was the industrial utilization of
palms. We carried out activities to bridge UM and the private
sector focused on this technology. One of the problems
that we encountered when establishing UMCIC was the
negative attitude of some professors to business. However,
this mentality is changing. A university holding company
was established with the objective of commercialization of
research. It manages a medical center, a consulting company,
an oil palm plantation, and an incubator park, as well as start-
up and spin-off venture companies. The holding company is
fully owned by UM.

At the moment, there are five start-up companies. They
all own intellectual property, and some have even released
products on the market. Going forward, there are plans to
enhance the procurement of funds from the private sector.
Also, the Halal Certification Organization Sdn Bhd was
established to provide assistance to start-up companies.
Earnings from agricultural land have totaled RM 5 million.
Going forward, there are plans for the establishment of a
new biotechnology centre for fertigation systems, a rubber
plantation, a new science park, and a food-related company.

Increasing invention and disclosure, strengthening UMCIC
operation, and networking and public relations are the three
pillars of our strategies for intellectual property management.
Provision of incentives for commercialization is a particularly
important issue. One of the options that can be considered
is acquisition of shares. At the same time, we intend to
continue to promote the establishment of start-up and spin-off
companies.

Such companies face various problems, such as lack of
experience and competence, high levels of staff turnover, lack
of understanding of the intellectual property licensing culture,
conflicts of interest, inconsistent workloads, lack of support
systems, and lack of incentives. With regard to incentives,
there are some endeavors to provide 75% of the revenue
obtained from an invention to the researcher, and 30% of the
stock options to the start-up company.

As for the exploitation of technology, the existing flow
begins with the definition of the comparative advantages of
a certain technology and the identification of its potential
markets, and only after the technology passes the evaluation
of various committees, transfer methods, including licensing,
are determined. A large number of technologies have already
been commercialized. Several new spin-off companies were
born in 2009, too.

Nishizawa

Licensing activities in Japan are carried out mainly through
technology licensing organizations (TLO), but in Malaysia,
Thailand and Taiwan (ITRI), such organizations are called
technology management centers (TMC), and they are
involved mainly with management towards commercialization
of technologies. Licensing is carried out as a result of
management. In the intellectual property sector, too, the
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structure that is set in place is not limited to licensing, but
gets involved in the process of commercialization as well.
Furthermore, as observed in the example of the science park
operation, universities carry out not just technology transfer,
but also provide business assistance as part of the package.
This enables diverse responses. The idea of the University
of Malaya to use revenue from an agricultural plantation
as a research funding source, in particular, would not have
occurred to a Japanese university. There are many things
from which we can learn.

On the other hand, as the book University Inc. points out, the
excessive involvement of universities in commercialization
of technologies is criticized for bringing bias to research
content. I would like to hear the comments of Mr. Pradhan as
a representative of the US regarding this point.

Pradhan

From the perspective of technology transfer and commerciali-
zation, the case studies that were presented today make me
extremely envious, but I think they share several common
issues. First, there is the issue of educating and fostering of
academic staff and students. Next, there was information that
turnover rates are high. I think it is necessary to provide
incentives not just to researchers, but to technology transfer
staff as well.

In the US there is awareness that university resources are
not sufficiently utilized. The basic stance is that universities
are in charge of the knowledge economy centered on research
and education. This stance is meaningful for the fact that
universities implement research even of technologies that
cannot be commercialized. That is because education is one
of the crucial missions of universities. If universities properly
fulfill this mission, then technology transfer will be a favorable
development.

Questions & Answers

Question (Nishizawa)

The initiatives implemented by various East Asian countries
are a very good reference for Japan. We learned that from
a business perspective, human resources are extremely
important. Also, I think that having researchers who have
gained experience in technology transfer at universities
recruited by major corporations is a positive development.
What kind of human resources do you think are eligible and
desirable for TLO?

Answer (Yu)

ITRI also performs the functions of an institution for fostering
of human resources. I think that having university graduates
gain practical experience at ITRI would be the ideal solution.
Regarding commercialization, however, we are relying on
the knowledge and skills of external resources that have
many years worth of experience working at companies.
One of the reasons for the gap between technology and
commercialization, the so-called “Valley of Death,” is the lack
of mutual understanding between companies and universities.
Also, there are various obstacles, apart from technology, that
need to be cleared, such as evaluation, etc. That is why [
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think that 75% of the revenue is too large a share to be given
to the researcher.

Answer (Subsompon)

It is preferable that such personnel have an MBA degree.
Also, if the scale expands, it will become possible to gather
more human resources through economies of scale and
educate the next generation.

Answer (Zakaria)

In order to create products based on university research, it
is necessary to have an independent product development
framework. At our center we have established an exit strategy
that stipulates that any company established by the center
should be sold after five years. The staff of start-up companies
is composed mainly of university employees. Also, the
university policy is to give approval to researchers who opt to
establish a company. Unless we do so, it will be impossible to
realize speedy commercialization. Furthermore, we believe that
technology evaluation is an important task of the university.

Question (Nishizawa)
What is the situation in the US?

Answer (Pradhan)

The decision whether a technology can be exploited is
reached only through practical application. With regard to
the criticism in University Inc., there are concerns that in
the US attention and funding tend to be focused only on hit
technologies and products. On the other hand, the pressure
applied from state governments on universities to produce
results is escalating. As for intellectual property, it is held by
universities.

Answer (Nishizawa)

In Japan, too, there were plans to increase the number of
university-launched venture companies, but in many cases
things did not go smoothly after their establishment. I think it
was necessary to set up incubation structures or implement
other assistance measures.

Question (Floor)

In Japan licensing oriented not only to domestic companies,
but also to companies overseas is actively pursued. Would
you say that in your countries technology transfer to foreign
companies offers promising prospects?

Answer (Yu)

ITRI offers licensing to foreign companies, too, but since
funding is provided by the government, we are obliged to give
priority to domestic transfers. However, in areas lacking in
commercialization knowledge, we provide technology transfer
to foreign companies. A recent example is the technology
transfer for game software provided to SoftBank of Japan.

Answer (Subsompon)
In fact, in Thailand, priority is given to licensing to overseas
companies.

Answer (Zakaria)
In Malaysia, too, we are proactively engaged in efforts to



market licenses to foreign companies. We have realized such
deals with companies in Australia.

Question (Nishizawa)

Do you have any experience of establishing collaborative
relations with foreign universities in order to realize overseas
technology transfer and actually achieving such transfer?

Answer (Zakaria)

We have such relations with Japanese universities. We have
established collaborations with Kyoto University and Osaka
University. However, we have not seriously considered
technology transfer yet. Going forward, we intend to study
the possibilities for technology exchange while taking into
consideration the needs of our Japanese counterparts. It would
be very helpful if there were coordinators for such initiatives.
In that respect, I think that Taiwan is extremely creative.

Answer (Yu)

ITRI is proactively advancing collaborations with overseas
universities. Technology exchange in the upstream of
research is particularly active. We have established relations
with universities in the US, Canada, Europe, and Australia,
but there are no examples of establishment of such relations
with a Japanese university yet.

Answer (Subsompon)

We have already established collaborative relations with
universities in the UK and other European countries. We have
exchanged cross-licensing TMO with Japanese universities,
too.

Answer (Pradhan)

Establishment of international networks is of vital importance.
Speaking from the position of a representative of AUTM,
in the future we intend to advance cooperative relations
with various countries and to promote the establishment
of international networks. We would like to invite research
leaders from Asia, share issues and challenges, and devise
solutions together. I think it is important to implement such
efforts on a continuous basis.
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[B1]
“Environment and Patent

~Is the Patent a Barrier Factor for Environmental Problems?~"

Moderator

Takashi Nakayama (Executive Managing Director, Japan Intellectual Property Association)

Panelists

Naoto Kuji (General Manager, IP Division, Honda Motor Co., Ltd.)
Masahiro Kamei (Senior Vice President, Intellectual Property Unit, Fujitsu Limited)
Mikiya Ishihara (General Manager, Intellectual Property Division, Sekisui Chemical Co., Ltd.)

Nakayama

There is some criticism that the patents filed by developed
countries inhibit the introduction of environmental technologies
to developing and emerging countries. The EU says that
not so many patents have been filed in developing countries
to the extent that they inhibit technology transfer and that
the establishment of business infrastructure is of utmost
importance. As the environments around intellectual property
are in transition, how is IP related to environmental problems?

Kuji

Let me clarify where the issue is. COP15 has resulted in
“taking note” of the Copenhagen Accord, which includes
the reference to establishing the mechanism for technology
transfer but does not give detailed conditions. South-north
issues concerning IP have been discussed since 1960s but the
real intention of the developing countries has been to come
up with their own domestic technology and attribute their
industrial issues to the IP mechanism. In 2008 China proposed
to enable the compulsory license with regard to the patents of
environmental technology. However, the heart of the matter
lies in their own industrial issues as in the case of south-north
issues and the proposal did not get anywhere.

Japan, the US, and Europe made a joint declaration to oppose
the compulsory license but just giving objections does not
contribute to the realistic promotion of patents. We need
concrete measures and solutions to promote patents. Patent
filings by Japan, the US, and Europe in Africa and ASEAN
nations are small in number and rarely inhibit patent
promotion. On the other hand, patent filings are large in
number between Japan, the US, and Europe and the issue
could pose a challenge between developed countries.

So what is the use of the open patent? The promotion of
environmental technologies requires a certain level of facilities,
staff, and expertise. Thus, the open patent is not sufficient
in the absence of those conditions. Furthermore, if the
compulsory license is executed, licenses cannot be enforced,
which is a huge disadvantage to the licensor.

Patents themselves are an exclusive right and can be a
barrier to the promotion of technology. Companies in Japan,
Europe, and the US have the capabilities to overcome the
barrier, so it is less of a problem. Developing countries,
however, are not capable of overcoming the barrier and that

is why they are not satisfied. This is how I understand the
challenge.

Nakayama
How are companies working on this issue?

Kamei

Let me tell you how Fujitsu is working on environmental
problems, IP, and technology transfer. We have a vision
entitled FUJITSU Way, which is published on the Web and
printed on the card each employee always carries and refers
to. It aims to contribute to the society and protect the global
environment, positioning environmental protection as the
first priority of management. It also has business conduct
guidelines which require us to protect and respect IP,
making both environmental contribution and IP protection
the two pillars of the company vision. In order to guard the
vision, we expand an action plan named Green Policy 21 to
the whole group, stipulating three action items with global
environmental activities in the center.

Through Green Policy Solutions, we propose solutions to
contribute to the reduction of our customers’ environmental
footprint and offer proposals and consulting to contribute to
the environment management. Green Policy Products mean
environment-friendly products and we develop products
and technologies based on a certain criteria. Products are
categorized into green products and super-green products.

Fujitsu has implemented Green Policy Innovation with 2020
as the target year and plans to reduce 30,000,000 tons of CO.,.
Also we plan to reduce customers’ CO, emission by 7,000,000
tons in four years. Since no formula has been standardized
on how to measure CO, emission, we at Fujitsu use our own
measurement system.

We are also aware that we need to contribute to the
environment through technology transfer and plan to leverage
our technical sales. We have some patents we no longer use
and other patents that can better be used by other companies
to create greater value. In many cases, not only licenses but
also expertise, technical guidance, and promotional assistance
are required and we bundle all those elements into one
package. These sorts of technical sales activities are the most
successful when local governments work as intermediaries.
For example, Kawasaki City has some coordinators who assist
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negotiations and help licensees with financing. So far our
activities have been limited to the domestic market but we
want to apply the same approach overseas.

In the future we need to increase environment-related
technologies and we also feel that an intermediary mechanism
is required for technology transfer in the overseas market as
in the case of Kawasaki City.

Nakayama

That is how Fujitsu is coping with the issue. We hear a lot
about patent sales but it is rare for technical sales to work on
technology transfer. What sort of people composes technology
transfer sales and what are they doing?

Kamei

They propose business plans, advertise packaged products,
market licensee products, and work with agents. Project
leaders are experienced with operational management and
we assign managers with sales experiences for that position.
We also involve IP specialists and line-of-business veterans to
make the project proceed.

Ishihara

The Sekisui Chemical group takes a holistic approach to
environmental problems. We have not touched on the
combination of environmental technology and intellectual
property but I would like to explain how we would work on it
in the future. We had a mid-term plan called Top Runner Plan
to make business compatible with ecology and recently we
have come up with a new mid-term plan called SHINKA! as
the environmental Top Runner Plan and a vision we plan to
achieve by 2030.

Let me explain how we have been working on the plan.
There are four pillars in our efforts, including growing the
environmental-friendly products by 40%, reducing CO,
emission during production by 10%, reducing production
waste to a third, and improving the Sekisui ecological value
index.

I will elaborate further on environment-friendly products
and production waste reduction. We define environmental-
friendly products based on our own standards and plan to
contribute to the reduction of environmental footprint for our
customers and the society as a whole. Houses with no utility
costs and the sewage pipe renewal method are included in the
offering. We have 24 items in total, which have already been
operationalized. Sales have increased by 17%, falling short of
the targeted 40%. We were able to attain the 2010 target of
10% for CO, reduction during production earlier than planned
thanks to the improved efficiency.

Let me talk about Sekisui Eco-Frontier 2030. We are trying
to be a carbon-neutral company on a global scale, taking the
curbing of global warming as the first priority. By “carbon-
neutral” we mean the state where CO, we emit through our
operations is offset by energy saving effects and reduced
greenhouse gas. As for the resources, we try to realize zero
emissions and create newly recycled materials. With regard
to biological diversity, we care about the impact of our
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operations, products, and services on the ecology and aim to
maintain the natural infrastructure.

What about IP? When we work on environmental technologies
in a serious manner, we need to make the inventory control
of the patents related to environmental technologies. We
categorize them into three groups, ie. technologies directly
contributing to the curbing of global warming, technologies
indirectly contributing to the objective, and technologies
not related to the objective. The next step will be for us to
gather the technologies and expertise directly related to the
objective and bundle them into a package. If we license the
technologies, we need to decide in which country we file our
patent applications and how we package our technologies.

Nakayama
Who should take the lead on managing environmental
technologies and controlling the patents related to them?

Ishihara

The real issue is not who is responsible but how we define
environmental technologies in the first place. A CSR-related
committee may include an environment sub-committee,
so I suppose that the environmental subcommittee and IP
Department will work together to make the proposal.

Nakayama
Next, I would like to ask Mr. Kuji if you have any solution to
the challenge you mentioned.

Kuji

The Japan Intellectual Property Association had a discussion
on how we can further promote environmental technologies.
We came up with an approach whereby IP departments
within companies should not only take care on filing patent
applications but on taking a holistic view of their business,
which makes IP departments take one step forward.

When we think about inhibitors to environmental technologies,
the first thing that comes into the minds of operational
folks is the complexity of licensing negotiations. Specifying
the scope of the technologies, setting the unit price, and
providing related facilities, services, and expertise require
huge manpower and time. We tend to consider patents as a
measure to protect our business and take licensing as an add-
on task. That could be the reason why the licensing task is
not systematized and brings us where we are now.

How are we distributing our patents? We publish patent
numbers and patent names on the Web but it is business
specialists rather than patent specialists who make the
decision on the business deployment. However, they do not
know the details of what is written on patent specifications
and cannot be so active in promoting patents.

Eco-Patent Commons publish environmental patents for free,
which in reality should be commercialized so they can be
sustainable as a business. When we think about technology,
we need to focus not only on patents but also on expertise
and services. Even if we do not file patent applications in
developing countries, we can create business by providing



expertise and services there. Thus I suppose we can be more
productive by focusing not only on patents but on technology
as a whole.

So I want to propose a package by which we work on the
total technology as well as on patents. If the deal is between
developed countries, no expertise or training may be required
but developing countries may require instructions on facility
investments from scratch. We may either sell the total
technology or sell some components. We price each item and
prepare standardized contracts. As for the pricing, developing
countries are overly sensitive about being overcharged by
developed countries, so we specify pricing at the onset of
negotiations and maintain transparency. That could contribute
to technology transfer and the promotion of technologies.

This is not something we can impose on each corporation
but we need to think about it as a new business opportunity.
Business opportunities are not limited to the latest
technologies but are available with old technologies whose
patents already have expired since we may be able to offer
the training for them and create business. If priced too
high, technologies cannot be sold and competition principle
comes into play. We can combine technologies from multiple
licensors and give feedback to further advance the current
technologies. Somebody talked about the difficulty in
defining environmental technologies but it is not limited to
environmental technologies. Also we can promote technologies
further in developed countries as well as in developing
countries.

In the case of the countries committed to the reduction of
CO,, public funds including ODA are paid to the corporations,
which is an additional plus. Japanese corporations can export
either to developed countries or to developing countries for
the same profits, so either way we can make business. IP is
critical for the development of new technologies but it is also
the right licensors can monopolize on their own discretion,
which can make the most required technologies not readily
distributed. This approach will be a solution to mitigate that
disadvantage.

The Japan Intellectual Property Association created a
sample technology catalogue. It lists patent number, technical
information, market size, estimated sales amount, and other
business information, with pricing attached to each item.
Expanding business based on patents enables Japanese
corporations to enhance business opportunities on a global
scale.

Kamei

Protecting IP is imperative for innovation. On the other
hand, environmental problems are the biggest challenges
facing human beings. What is required is the combination
of sustainable innovation and approaches on environmental
problems. If we take technology transfer as a business
opportunity and come up with environmental technology
packages to promote voluntary technology transfer and
contribute to environmental problems, it is a response to
this requirement. It will be effective if we package expertise
and technical training as well as patents. Intermediaries who

match technologies with users play a big role in technology
transfer, so fair and equitable public organizations and public
assistance accelerate technology transfer. In order to make the
process successful, it is not enough for the intermediaries to
be involved in it in an administrative manner. Intermediaries
themselves should be passionate and active about this.
However, what we need first is the framework.

From the perspective of curbing global warming, we want
to expect to receive a fee based on emission trading in the
future. In order to make that possible, we need to standardize
how we measure emissions and solve institutional issues. It is
desirable if we could incorporate emissions trading into the
technology trading market.

Ishihara

We need to create a mechanism where we bring in
environmental technology packages in the case of technology
transfer. From the standpoint of private manufacturers, the
first step will be the commitment from the management to
the implementation. Management needs incentives to be
committed. We also need to assign who is responsible within
our organizations, specify which technologies to target,
clarify licensing issues, establish internal systems to prevent
technology drain, and work on other issues including licensing
regulations of other parties, application of insurance, expertise
on foreign exchange laws and trade laws, treaties on biological
diversity, etc.

Nakayama

Developing counties try to curb global warming but they
require the assistance of developed countries. It is difficult to
define environmental technologies in the case of technology
transfer. If we have compulsory licenses imposed on our
patents, there is an issue on whether the open patents will
enable effective technology transfer and the real objectives
can be achieved as requested by super powers. The United
Nations Framework Convention on Climate Change discusses
some options to regulate the relationship between technologies
and patents. So far we have had some ODA-based technology
transfer but there has been no place to look for technology
from the perspective of the side that needs technology. As a
new scheme we can create a package to combine technologies
and patents. In order to realize technology transfer, we need
two incentives, one for enabling innovation (i.e. preferential
institutions where developers can create new technologies on
their own) and the other for introducing that technology. The
former refers to the place where you introduce the package
and the latter is the returns it brings. The returns can include
ODA schemes, emission rights, and tax deductions.

Kuji
A paper by ICTSD talked about this concept and some
inquiries have been coming in from Japan and other countries.

Kamei

We need to continue discussing this proposal with the
audience and hopefully it will help promote technology
transfer from Japan.
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Ishihara
I hope that the environmental technologies will be the driving
force to pave the way to the globally common patents.

Nakayama

We have been able to achieve the objective of this session if
attendees working on IP feel that environmental technologies
are something you can work on.
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[B2]

“Corporate Management Based on IPs

at Small and Medium Entity”

Moderator

Masahiro Samejima (Attorney at Law, Patent Attorney, Uchida & Samejima Law Firm)

Panelists

Tetsuya Habu (Patent Attorney, Habu Patent Office)

Norio Nagai (President, Nabell Corporation)
Takakazu Miyahara (CEO, ELM Inc.)

Samejima

I have been involved in a joint project with the Japan Patent
Office to promote IP strategies for small- and medium-
sized enterprises and we are in Phase 3 of the project this
year. In Phase 1, we established a consulting process for IP
strategies. In Phase 2, we launched a consulting model to
assist management and conducted nation-wide development
programs to foster IP personnel. We assisted 75 companies
and gave OJT opportunities to 191 people in 2 years. Even
with IP consulting and human resources development, we had
difficulty in making consulting sustainable and established.
The absence of stable IP will decrease the competitive edge of
Japan. In Phase 3, we continue human resources development
through OJT and will put in place a mechanism that enables
IP-based management to flourish without assistance from
consultants. We are having a hard time in making financial
institutions and venture capital firms understand IP strategies
but we will need to do whatever we can to involve them. We
need to establish evaluation metrics for that purpose.

Nagai

Nabell tries to provide the total services encompassing
product development and after-sales services. We started
our business with camera bellows and expanded operations
into medical equipment, precision measuring instruments,
semiconductor manufacturing equipment covers, etc. What we
are aiming at is the products with good functionality and good
design.

We have obtained 13 patents, 1 utility model right, 4
registered trademarks, and 2 trademarks. We also introduce
technologies from abroad. The patent law system grants you
an exclusive license on the condition that you pay an annual
fee for a designated period of time and contribute to industrial
development by protecting and encouraging inventions.
However, it requires a substantial cost to obtain a patent.
Without sufficient advantages proportionate to the cost, small-
and medium-sized enterprises do not find the patent system
worthwhile.

That is why you have to evaluate your technologies objectively
and decide if they fit the requirement of your customers.
Patents enable you to examine how groundbreaking and
advanced your technology is in comparison with existing
technologies and evaluate it from an objective perspective.
Being groundbreaking and advanced is a big challenge to be

overcome by being objective.

Independent companies require independent employees. For
Japan to survive competitions with China and Asia, each
employee must be an independent employee. It is critical
to take advantage of patent applications for human capital
development.

To protect competitiveness until patents are granted, we file
patent applications in a defensive manner. Since our strength
is in originality, we try to obtain dedicated patents as much
as possible. We experienced one lawsuit after we obtained a
patent but that is quite rare. When we file patent applications
abroad, we are concerned about whether we can protect our
patents and convert them into our benefits.

Our IP strategy is emphasizing our stance by advertising it
both in Japan and abroad and utilizing it in our management
strategy. It provides our younger employees with an
opportunity to look into competition and learn the direction of
the market.

The patent system assumes economically independent entities.
Making good use of costs requires us to clarify our objectives
and develop our human resources. Going forward, we will
make efforts to market useful patents to other companies and
establish win-win alliances with partners abroad.

Samejima

Most of the existing IP strategies have been targeted toward
monopoly status. Of course Nabell is also targeted for it but
they try to use IP for creative business management by
leveraging IP for marketing their technologies. The most
important element in the IP strategy for small- and medium-
sized enterprises is how far we can make use of one patent.

Habu
We tend to focus upon how we use IP but Mr. Nagai is keen
on the enhancement of the corporate competitive edge.

Samejima
Combining IP and management could be a unique perspective.

Miyahara

We are going into our 30" year as of October this year. With a
total 40 employees, we are dedicated to development through
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the outsourcing of most of our manufacturing and sales. At
the time of foundation, we had three goals, ie. not accepting
subcontract work, enabling our technical staff to conduct
world-class work, and dealing with the world from Kagoshima
Prefecture.

We created a reward program for patents in 1992, which
offers monetary compensation commensurate with the
sales amount to those who invent the products for which
we file patent applications. The compensation is distributed
among the individuals based on the contribution ratio. This
compensation continues to flow even after retirement as far
as the recipients do not join our competitors.

We are currently manufacturing devices to restore optical
disks. They fix the scars on DVDs and CDs which make them
unreadable.

We consider patents to be just one component of our business
plan. Obtaining a patent does not necessarily make our
business profitable. We did not obtain patents for the devices
to restore optical disks at first and then focus on consumables.
Instead, we could sell consumables like sandpaper as the
devices were sold.

The reason the products sold was because unlike the existing
products with crooked surfaces, our products could grind
down the surface flatly. The functionality came from the pads
and we filed a patent application for them. Next we worked
on a water disposal system. Since we recycled water, we had
to remove microscopic dust. We also filed a patent application
for the technology. And we have almost achieved a monopoly
status with the automatic machines. A total of 36 countries
are using our products and fix 200,000 disks in total per day.
We can say that based on the recycled disks the products
contribute to environmental protection.

We also filed a patent application for the device named Eco
Clean but since we were unlikely to obtain a patent for it,
we ended up protecting the technology by filing a patent
application for the combination of the device and a key card.
The customers were attracted to lower-priced products so
we rented the devices for free and made good business by
lowering the price of the key card.

Samejima

Patents are closely related to corporate and sales strategies.
You operate your business by focusing on consumables. This
approach is fitted for small- and medium-sized enterprises
with limited costs and resources.

Habu

Patents do not ensure profitability. Mr. Miyahara sets the
first priority on business enhancement and is doing business
unfettered by patents.

Miyahara

We are also doing business with LED light bulbs, mainly for
agricultural and stock raising use. The expertise related to
the business is difficult to obtain a patent for. Since we did
not want to publish our technology until it was spread in the
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market to a certain extent, we decided to rent it, instead of
selling it. When we rented it, we retained the property right.
This was one way to protect our IP.

When we thought about what we should emulate to create
the business model for the disk-fixing devices, we noticed
the business of consumables. That is why we obtained a
patent for the consumables. We must detect what element is
important in the overall business model. When we take this
approach, we can file patent applications overseas in a cost-
effective manner and obtain patents more easily.

Samejima

Usually you try to file patent applications for the most
complex elements but in the case of Mr. Miyahara he has
obtained patents for the simplest and most important elements
in his business model. You also talked about protecting your
technology through rental business and wanted to protect the
technology for a year or so, but how did you decide on the
period?

Miyahara

The period changes depending on the products. In this case,
we were able to make the business profitable in a year. We
thought we could take a leadership position if the technology
was not imitated for a year.

Nagai

The critical factor is uniqueness and not something imitated.
If similar products appear in the market one year after you
receive a patent, we should not obtain patents. We try to
continue to create state-of-the-art products.

Samejima
Creating state-of-the-products is something common between
your management strategies. It is IP that legalizes those
products.

Nagai

If our technologies are acknowledged, we can obtain more
information from our customers and pursue the uniqueness of
them further.

Samejima
This is an example of utilizing IP from a management and
strategy perspective, and not focusing solely on obtaining a
monopoly.

Habu

We try to revitalize our market and be at the forefront. The
approach is somewhat applicable to large corporations. Since
we have the most demanding customers in Japan, we set our
target base on them. I believe management that makes good
use of IP has this awareness.

Samejima

I come across a lot of tough cases when I offer IP consulting
for small- and medium-sized enterprises. What prompted you
to take this IP strategy?



Nagai

We noticed that our customer was manufacturing their
products in exactly the same method as our first patent. We
were inexperienced in this area, tried to protect our patent
at first, and sent a notification though contents-certified mail
to them, and in the end found out that our patents had also
infringed the rights of preceding technologies. Against this
backdrop, we had to think about how we should cope with
the situation and make business viable for all related parties.

Miyahara

It was when we started our business with overseas partners
that we began to work on patents. Since we outsourced both
manufacturing and sales, we were asked by our overseas
partners what the status of the patents was and knew that
they took patents more seriously overseas than in Japan.
Patents are a very strict right but we also found out that
contracts were stricter than patents. A contract can contain
as many as 50 pages and is very hard to understand. As we
found out a contract was very important, we also found out
customer satisfaction was more important. A contract can
permit a product to be copied but it does not translate into
good business if the copy does not satisfy customers.

Nagai

We plan to give significance to the application process.
Applying for a patent helps create something new. Patents
are not the sole driver for our business and we have to have
customer satisfaction in our mind.

Samejima
I suppose we require two pillars, i.e. collaboration with
customers and IP strategy.

Habu

Nabell does not stop as we create a good product but thinks
about what was good about it and what we could have done
better and publicize that point. We need to take a look at
internal elements as well as external elements and know what
differentiates us from others.

Samejima

Could you cite a concrete example where patent activities
raised morale and contributed to human resources
development?

Nagai

I was involved in the management of almost all our IP and my
name was listed as the inventor. However, I found out that
each technical member should be actively involved to make
our customers recognize that we created new technology in
the market. If your name is listed as the inventor, you are
more motivated. It is a very effective self-fulfillment process.

What I think is more important is the stance you take
towards patents. You can obtain objective evaluations of your
subjective ideas in the form of patents.

Samejima
Mr. Miyahara, how are you working on human resources
development?

Miyahara
Currently we only have a reward program. However, we
were able to exchange our thoughts in implementing the
program.

Samejima
I hear about many cases where employees get motivated
through patent activities.

Habu

When I offered consulting for a company, I proposed to modify
the consulting in line with the client requirements. The client
had almost no interactions between different divisions, but
though the consulting they began to involve all the members
and have discussions. That proposal was more fitted for the
company than promoting inventions.

Samejima

In the case of ELM, we had three objectives in the beginning.
All of them seem to be tightly related to your local area. Do
you have your own specific intentions, Mr. Miyahara?

Miyahara

After the economic bubble burst, we came up with
agriculture and stock raising as the area where we had a
competitive edge as a company in Kagoshima Prefecture. We
also learned that we could do a fantastic job as we worked
with fantastic customers. That opportunity was also available
in agriculture and stock raising. The most important element
of Eco Clean also came out of agriculture. That is what we
have experienced.

All we need to enter into a new market is innovation. Next
comes the protection of our technologies. We also need to
keep our eyes on what we do not like, i.e. competitor products,
and create that sort of products and technologies ahead of
others. And we leverage patents to protect those products.
Making an aggressive use of patents goes a long way for
small- and medium-sized enterprises.

Nagai

We need to make efforts so that our technologies can be
adopted by leading customers in a global market. Leading
companies are doing business by looking into the coming few
years and our products need to be adopted by them.

Habu

It could be a matter of our imagination. It is important how
imaginative we can be about what is coming along. We need
to make a decision on whether we will take a patent by
considering what will happen after the technology is invented
and what sort of business we will implement. We need to
leverage IP by giving our consideration that far.

Samejima

Thinking about how to operationalize technologies will enable
the implementation of an effective IP strategy. In the end,
I would like to have your opinions or proposals on how IP
strategy should be for small- and medium-sized enterprises.
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Miyahara

Much assistance comes from public institutions but no
assistance is given for international patents. Improvements
in this area will facilitate Japanese corporations expansion
of operations overseas. Improvement in this area is needed.
Also we do not have many advantages in doing research on
preceding technologies. I appreciate it very much if assistance
is offered for the research before patent applications.

Nagai

I also feel that it is very tough to make patent applications
abroad. Another item I am concerned about is talent
development. I want to establish a systemic talent
development mechanism so that all people appreciate joining
Nabell. Nabell needs to become a unique company with unique
employees. What is so great about the patent system is that
it contributes to the self-fulfillment of each inventor. I would
like all people to take a look at each employee and appreciate
what a great company Nabell is.

Habu

We will further seek the retention and continuation of
IP-based management. Much attention is drawn on a
mechanism, but thinking only about the mechanism will not
get us anywhere. We need a perspective. We can retain IP-
based management by combining the perspective with the
mechanism. Mechanisms can be generalized but perspectives
vary based on operational environments, awareness, etc.
I want to continue to take note of good examples and
disseminate the information to all of you.

Samejima
As the competitiveness of Japan is clearly in decline, we
need to implement activities to enable our technologies to be
recognized.
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“Open Innovation Activity in European Corporations”

Moderator

Hitoshi Yoshino (Managing Director, Japan IP Network Co. Ltd.)

Panelists

Bror Salmelin (Policy Advisor to the Director, European Commission / DG INFSO)
Stephen Battersby (Senior Director Innovation, Philips Electronics UK Ltd.)
Bernd Wachmann (Head of Corporate Technology, Siemens K.K. Japan)

Yoshino

The concept of open innovation does not only imply the
introduction of technology - it has a very profound meaning.
It is also related to the mindset of technological development.
The ultimate aim of a business is to pursue profits, and
research and development is carried out to serve this purpose.
Generally, the rate of commercialization of the outcome of
research and development is negligible. Yet we can see that
many commercially viable technologies are abandoned by
research and development. Open innovation discovers new
values in products which were not commercialized despite
having economically and commercially value.

Salmelin

I would like to talk about the participative knowledge society.
At present, we are in a revolutionary interval of technology,
industry and society. All these are in new situations.
Innovation is a basis for changes in society. They all progress
simultaneously. Innovation simultaneously affects various
aspects. Today its speed is accelerating, and a problem is how
to manage this speed and complexity.

Looking at the landscape of today’s services, we can see that
there are hundreds of millions of web based services. This
is just the dawn. Telecommunication hereafter will become
web based and generic. With more and more small players
coming in the scene, it is becoming open. Business models are
immediately changing. A recent example of this is Nokia. It is
moving to more open platforms.

ISTAG is an advisory group of the industrial world of Europe,
and has summarized industrial trends in a report. Glocal is
very important for the knowledge society. Currently as we
are in a transition period, it is very important to find out what
true networking is in order to build a stable network and
create an open platform.

In Europe, there are more than 150 centers which have Living
Labs to form an open innovation methodology in collaboration
with research and industrial centers, etc. They also have
locations in the U.S, South Africa and Brazil. Japan has not
yet participated in this.

Open Innovation Strategy and Policy Group (OISPG) aims at a
better quality of life through user-centric knowledge services,
formation of new service industries based on innovation,
establishment of new business ecosystems by integrating
large scale open platforms, user-centric research and
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innovation, as well as a close-knit collaboration in the EU to
collaborate with industries in large scale initiatives and setting
preconditions for regulatory intervention in the future.

Battersby

Phillips is manufacturing a wide range of products from
home electrical appliances to fitness products. The company
is fully conscious of the importance of innovation as well. It
has invested 1.62 billion euro in research and development.
Its research centers are located worldwide, but the research
center at Cambridge is its leading center for open innovation.

Well, what are the driving forces of open innovation? The
trends show that a lot of importance is given to responding to
needs of consumer groups. In the past, core technology based
products were said to be the force behind innovation. Now
innovation is driven by customer needs. Moreover, industries
are moving on from vertical integration towards system
integration.

The outside world is changing by the minute. Innovation
hubs like the Silicon Valley are forming in various places
in the world. Problems and solutions are matched beyond
the framework of the company. The important thing is to
establish better business models, rather than inventing the
technology first.

The process of innovation screens many ideas to strictly
select a few, and the remaining ideas become more achievable.
Moreover, in research and development, the ties between
the organization and company is becoming weaker. Internal
venture companies and business incubators are surfacing.
They are also actively incorporating ideas from outside the
company, with the focus on building the core competence of
their companies.

When their business does not match with the portfolio of a
company or it cannot be implemented in their own company,
the company may spin it out into a new company. It may
also develop the business in cooperation with an outside
organization. Today’s form of innovation is changing from that
of the past.

I would like to cite an example to explain open innovation.
If we compare a business to a child, a child crying alone is
closed innovation, and many children playing together in
a sandbox is open innovation. In closed innovation, all the
toys (products and ideas) are their own things which can



be managed internally. However, all the skills and materials
required must be acquired by one person. In a sandbox, you
can share your toys. It is better to share them rather than
buy all the toys, so as to reduce the cost and risks. You can
negotiate to play with other toys. However there are rules,
such as the toys must be shared in the sandbox.

In open innovation, you can exchange your ideas with others
and vice versa. Phillips does not manufacture displays at
present, but research on displays is in the pipeline. At
present, a company called iRex is taking advantage of its
old experience in manufacturing display. It is an example of
spinning out a business.

Open innovation has many requisite conditions such as
existence of active and inactive ecosystems, network, and
personnel with the same mindset. Philips has shifted its
research center to Cambridge, as it has an ideal environment
to fulfill these conditions. Open innovation is promoted in an
environment where ideas can be shared, and which has few
barriers to collaboration.

Wachmann

I would like to explain how Siemens is handling the paradigm
shift. Ideas are generated at the start of the horizontal
pipeline of innovation, or may come from customers and
universities, etc. Moreover, the process continues such as
selection of concepts, selection of technology, and introduction
to the market. On the vertical axis there are the business
units, departments, cross-departmental, the entire company,
and even expanding outside the company.

In open innovation, benchmark oneself by facing key issues
such as whether the creative potential of employees are fully
exploited, and whether the development is being done by the
most effective method. Innovation is not meant to be carried
out in an individual workshop, but by the whole community.

The attitude of “Research laboratories are our world” is now
changing to “The world is our laboratory.” I will present 4
examples starting with that of IBM. IBM was always open.
The company conducted Innovation Jams and held an event
to exchange ideas through the Internet. They got 10 business
ideas from this and invested in research and development of
these ideas.

Threadless is a business started by a young man in his
twenties. He asked for T-shirt designs from the community,
and picked T-shirts he liked. So he manufactured them and
became successful. Also, P&G called for open innovation from
the community, and improved their efficiency in research and
development by 50%. The fourth example is Netflix, which
is a DVD rental company over the Internet. The company
suggests DVDs from the history of borrowed DVDs, but
the algorithm was not good enough, so it contacted the
community and offered a cash reward for a recommendation
engine with a 10% better performance. A lot of people
participated in this. As a result their annual sales rose.

In Siemens, open innovation takes place internally as well
as externally. It conducts Innovation Jams (internal process)

internally, and solicits ideas through contests externally.

Osram, a subsidiary of Siemens, conducted a contest to exhibit
ideas for LED technology under the theme “Emotionalize your
light.” The company will narrow them down to about 10 ideas,
experts will look at them, and then Osram will turn them into
businesses.

Innovation Jam is a place where all the employees participate
together as an organization. It is conducted as an organizational
business. For example, 500 people participated in the Anti-
piracy jam for measures against piracy of CDs, etc. About
160 ideas were presented in this jam. Moreover, a jam was
conducted twice in IN&DT to find out what the Chinese
customers, want and 11 product concepts were selected. This
method is useful to give an insight into the future.

TechnoWeb of Siemens is a method to internally connect
experts and find experts or related technologies. This idea
came from social networking.

Siemens thinks creatively as a network and not as an
organization, and tackles everyday problems through open
innovation.

Yoshino

We could learn a lot from this presentation by listening and
thinking about Japanese companies. Please comment if you
have any examples you want to add or introduce.

Battersby

I have some examples of unexpected developments
resulting from open innovation. In my laboratory project,
we were studying the possibilities of a new blood test. It is
a very simple test which could be done even at home. The
investigation made us realize how useful this technology is,
and we thought of commercializing it. We wanted to stop our
current projects and devote our time in commercializing it.
But we were worried that it would take 3 to 4 years to get
an approval. We then used the technology of another supplier
and this blood test got approved in a year. This is an example
of a project which was adopted not only due to its technology,
but because it also had a good business model.

Moreover, though Philips is essentially doing business related
to human health, it found an external partner from the field of
veterinary science to use this blood test on farms and ranches.
This did not match the Philips business portfolio but could be
utilized externally.

Yoshino

Since you spoke of paradigm shift, I would like you to tell us
about when Siemens and Philips shifted to open innovation,
what was the background and what were the problems they
faced.

Wachmann

It is not possible to pinpoint when and what happened but it
happened in the last 10 years. I call it the Google era. The era
in which various businesses expanded through the Internet.
During this period, media platforms such as YouTube and
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social networks such as Facebook emerged. Moreover, one of
the factors was that the top management was made up of the
people of the computer generation. The breakthrough was
the result these factors together. One of the driving forces
of open innovation is Google. It is earning profits through
advertisements and is actively working on open technology.
This is not possible for all companies but it is gaining
momentum. Value chains are born from the force of open
innovation.

Salmelin

I spoke about the business model but it is very important to
work consistently by selecting a better business model. Even
if we focus on technology development, we may not always
choose a suitable business model to provide that technology.
The end user will be the pulling force. It is very important
to select the right business model first, and think of the
consumer’s needs. Then finally think about the technology to
implement that business model. Open innovation is a means to
find the business and technical models.

Questions & Answers

Question (Floor)

A contest on ideas held externally is an interesting subject.
But isn’t there a problem of confidentiality? For example,
what about the ideas of participants which are not selected?

Answer (Wachmann)

The problem of competition in ideas inevitably arises in open
innovation, but if your idea does not get selected in the first
contest there is always the next time. There is not only one
chance to pick the optimal ideas. There is the problem of scale
as well. I have only a few ideas in my laboratory, but there
are many ideas outside.

Answer (Battersby)

Even if you can suggest an idea, you can avoid saying how
to implement it. Ideas can be protected by a nondisclosure
agreement.

Question (Floor)

I think that in open innovation, an idea is taken from an
unknown person and then the research is carried out
together. But I think there is a lack of trust at first in some
cases. In that case what should we be careful of?

Answer (Salmelin)

Open innovation is not possible without trust. Therefore, it
must be a mutual win-win game. That is why people sharing
the same spirit and culture participate in Living Labs. Trust is
built between the participants through the continuous process
of learning from each other.
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[B4]
“MOCK: Simulation of Intellectual Property Negotiations
(Licensing Agreement Negotiations between Pharmaceutical
Companies)”

Moderator
Katsumi Harashima (Executive Director, Business Development, Taiyo, Nakajima, & Kato Intellectual
Property Law)

Panelists

Yutaka Hara (President & CEO, Advanced Softmaterials Inc.)

Torahiko Maki (Member of the Board & Executive Officer, Senior General Manager of Control &

Administration Division, Tsukishima Kikai Co., Ltd.)
Makoto Ogino (General Manager, Strategy and Policy Planning Office, Intellectual Property Group, Hitachi, Ltd.)
Masau Takayanagi (Managing Officer, General Manager of Intellectual Property Department, Kyowa
Hakko Kirin Co., Ltd.)
Yasushi Kasahara (Advisor, Fujirebio, Inc., Visiting Professor, Showa University School of Medicine, Kyorin
University Public Health)

Harashima to show the difference based on this specific industry in
This is the sixth annual session. So far we have received comparison with the industries we have worked on before, ie.
many requests to pick up a licensing negotiation in the electronic and machinery industries. Let me begin with the
pharmaceutical industry and we are happy to be able to background information.

present a simulation based on the requests. We have tried

Star Pharma

Star Pharma is a bio venture company based in Santa Barbara founded by Richard Hara, a second-generation Japanese-
American. Hara is a former professor of the University of California School of Medicine and an expert on monoclonal
antibodies. The company was established three years ago based on the funds from contributors who lost their children to
incurable diseases with the objective to develop drugs and medicines by leveraging monoclonal antibodies enabled by their
unique technology. The technology is still in the research phases (some indications are going through nonclinical tests) but
attracts attention through the announcement at conferences that it can be developed to be applied to some indications
including hematological cancers. Their business model aims to implement the technology to generate monoclonal antibodies
to a practical level and based on it develop and commercialize antibody-based drugs for niche indications and license it to
big pharmaceutical companies for those indications that require large-scale clinical tests in the US. In countries other than
US, they intend to license the technology to local partners and earn funds so they can utilize them for IPOs. Furthermore,
they want to collaborate with their partners in research. Star Pharma is still a private company and requires funds from
venture funds to cover the cost for research and development. However, the Lehman shock had a great impact on the
assets of their contributors and began to overshadow the continual financing for research and development coming from
the fund. Richard Hara faces an impending requirement to capture the funds for their immediate needs by licensing the
technology as soon as possible.

Toto Pharmaceutical

Toto Pharmaceutical is a leading Japanese drug manufacturer with the largest market share in bio drugs and medicines.
They have superior technologies to manufacture antibodies. What concerns Takayanagi, the leader of the Drug
Manufacturing Division, is the newly-developed monoclonal antibodies Star Pharma announced at the conference last
fall. Toto Pharmaceutical is a little bit behind in the lineup of development candidates to care for hematological cancers
and those antibodies are fairly promising to enhance the development pipeline. Based on the announcement, Takayanagi
immediately flew to US and began preliminary evaluations based on a non-disclosure agreement. Rumors went around that
several companies have already contacted Star Pharma, including Mega Pharma, a global pharmaceutical company. Toto
Pharmaceutical is required to complete the evaluation of the technology and patent, and move on to the next step. The
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last thing they want is their competitors beating them to the punch. Takayanagi has reported the evaluation progress as
often as possible and tried to maintain the close contact with Richard Hara.

Takayanagi received an email from Richard Hara. He said that he was coming to Japan to attend a conference held at
Kyoto University at the end of the next month and showed his strong intention to visit Toto Pharmaceutical and discuss
next steps. He added that he could visit Toto Pharmaceutical in the morning of February 24 before going to Kyoto. He
attached to the letter a proposal on the basic conditions for the alliance including development collaboration and licensing.

On the other hand, Harashima, President of Toto Pharmaceutical, tried to change and enhance the Licensing Department,
which had traditionally been focusing on administrative processing after closing deals and brought in a promising manager
from a leading electronics manufacturer, Makoto Ogino. This is his first day of work.

Casting

Star Pharma
Founder (Richard Hara): Yutaka Hara
Japanese Legal Counsel: Torahiko Maki
Toto Pharmaceutical
General Manager, Drug Manufacturing Division: Masau Takayanagi
Licensing Manager (newly assigned): Makoto Ogino
President and CEO: Katsumi Harashima

The first scene is the reception room for the president on January 26, 2010.

<Scene 1: Reception Room of President on January 26, 2010>

Takayanagi enters as Ogino, Licensing Manager, talks with Harashima, President, on his first day of work.

Takayanagi
Mr. Harashima, can I have a word with you?

Harashima
You came along at a good time, Mr. Takayanagi. There is someone I want you to meet. This is Mr. Ogino who leads the
Licensing Department starting today. Mr. Ogino, this is Mr. Takayanagi, leader of the Drug Manufacturing Division.

Ogino
(Standing up) My name is Ogino. It is a pleasure for me to work for this company. I do not know a thing about the
pharmaceutical industry, so I would like to ask you for your assistance in this area.

Takayanagi

Nice to meet you. I am Takayanagi. It is great to have you on board. I heard a lot about your experiences from the
president and HR manager. The president and all the people will help you with expertise on the pharmaceutical industry
in whatever way required, so I would like you to leverage your specialty. Issues are mounting and we have no time to
lose. This company gives the employees a real run through the mill, so you need to be ready.

Ogino
Thank you for your welcoming word which also gives me a chill. I will brace myself for what is coming ahead.

Harashima
(Nodding) What is your issue, Mr. Takayanagi?

Takayanagi
As for the Californian venture firm, Star Pharma, I got email from Richard Hara, the President, yesterday. He said he
wanted to discuss moving onto the next step with us. He is attending a conference at Kyoto University at the end of next
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month and wants to meet us in the morning of February 24.

Harashima
It is great that things have begun to move in the way you wanted.

Takayanagi

The general direction is fine but it is a little bit too early. We will be able to complete the initial evaluation of the
antibodies at the end of April. He could mean that he will discuss the deal with other companies if we do not meet him on
the specified date and we will be required to make a go/no-go decision before we get the evaluation results.

Harashima
I see. Since we have no reason to turn our back, we have to take some risks. The management committee as well as I will
support your decision. By the way, did they suggest some conditions? What is the scale of the related risk?

Takayanagi

He attached a proposal for the alliance on research assistance based on licensing. If we are required to accept what they
want as it is, the risk is $2 million requested as the research fund and the upfront payment. Of course, what follows is the
usual scheme of the milestone payment and royalty after commercialization.

Ogino

It could be too impudent of me to have my word as I do not know anything about this industry. But in my experiences,
it is highly unlikely to pay a few million dollars for early research seeds. Is it a general practice to pay in the form of
research assistance?

Takayanagi

No, it is not necessarily a general practice. I have been frequently reporting on the evaluation of new monoclonal
antibodies developed by Star Pharma to Richard Hara, so he knows that we are not at the stage where we can make the
decision to be licensed for them. Since he can easily imagine that we will prolong the negotiation if we are rushed to sign
a contract, he could be requesting us to sign a research assistance contract instead of an exclusive negotiation right. He
intends to make us shoulder that sort of risk.

Ogino

I can see that is what he wants. However direct US corporations may be, they should respect certain protocols. So this is
a little bit too direct. Maybe they have some operating capital issues. By the way, do we have some bargaining power for
the negotiations? Based on what Mr. Harashima said, we may have none. Do we?

Takayanagi

Since we do not fully understand their commercialization model, it is difficult for me to say what our bargaining power
is as of now. As I have gone through a series of discussions with them, I have tried to understand their real intentions,
find bargaining chips from our strengths each time, and come up with win-win solutions. As for their intention this time, I
suppose they are trying to secure their immediate research funds with whatever explanations they may give us. In sum,
we need to come up with a solution both to contain our risk by responding to their requirements and to achieve our goals

Harashima

Mr. Takayanagi, I approve the few million dollar risk we will have to shoulder in the worst case. I want you to work
on the best solution within the project team. I ask Mr. Ogino to join the project team immediately. I will excuse myself
since I have to attend a meeting of the Japan Pharmaceutical Manufacturers Association and I want you to give him a
background briefing on this negotiation. You can use this room, Mr. Takayanagi. I have set up a welcome get-together for
next Friday, so we can continue the discussion on that occasion. Good bye.

Takayanagi and Ogino
Thank you.

Harashima exits. Takayanagi gives a briefing as follows.

Takayanagi
Where should I start, Mr. Ogino?
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Ogino
There are so many things that I do not know. Why don’t you tell me about monoclonal antibodies and antibody-based
drugs?

Takayanagi

Alright. Antibody-based drugs are drugs mainly composed of antibodies, a kind of protein, that play a main role in creating
the body’s immune system. “Mono” means single and “clonal” means a pure group. We make use of specificity where one
antibody recognizes one target, i.e. an antigen. It is this use of specificity that differentiates them from the usual drugs and
medicines. For example, most cancer cells have certain characteristics that do not exist in other normal cells. Monoclonal
antibodies have been created based on the assumption that the mass manufacturing of antibodies specifically attacking
certain characteristics will translate into drugs and medicines. Wait. I have a good slide here. It explains how human
immune system functions. Please take a look.

This is a cancer cell, namely an antigen. An antibody is generated to the antigen. This antibody provides a mechanism
to activate an NK cell, ie. a natural killer cell, and eliminate foreign substances. Antibody-based drugs make use of this
characteristic. This idea has been in place for more than 30 years but has never been fully realized. Think about it. You
cannot manufacture drugs and medicines inside a human body. That is why you immunize animals like mice and rats
against a foreign substance, a certain characteristic contained in a cancer cell, and select the cell creating a monoclonal
antibody from the animals. If you administer the monoclonal antibody generated by animal cells into a human body,
however, it will be recognized as a foreign substance. That is why it has taken a long time to develop antibody-based
drugs.

What should you do to prevent the medicinal protein taken out of a mouse from being recognized as a foreign substance?
Antibody-based drugs are created by succeeding in what we call “humanization.” Needless to say, the advantage of
antibody-based drugs is that they can make surgical attacks on foreign substances with less side effects and greater
treatment effects.

Ogino

I see. That explains a lot. As I imagine from your discussion with Mr. Harashima a while ago, you are trying to be
licensed for the monoclonal antibodies created by a Californian venture firm named Star Pharma and are in the process of
evaluation right now.

Takayanagi

That's right. To give you a little bit of history, Richard Hara announced that they had succeeded in manufacturing the
monoclonal antibodies with great binding capabilities towards hematological cancers based on their own unique technology
at the American Association for Cancer Research last fall. I was in Germany for a different purpose but I quickly changed
my return flight and flew to the US where I requested to meet Richard Hara and signed a contract on the spot so that we
could conduct evaluation tests. Richard Hara was more appreciative than we had expected of the fact that we contacted
him first as a Japanese company and more than happy to sign the contract. Since then, I have made efforts to maintain
this relationship.

Ogino
By the way, what is the venture company, Star Phama, like?

Takayanagi

It was founded by Richard Hara, a former professor of the University of California School of Medicine and a second-
generation Japanese-American. We can safely say that it takes a leadership position in the research of monoclonal
antibodies. It is a so-called bio venture company established three years ago and I think they do not have any items
growing as the source of big profits. It seems that they continue their operations based on license fees and funding from
venture funds. The monoclonal antibodies they announced last year are likely to grow into their first big business.

Ogino
What stage is the antibody research in? All I know is it takes huge amount of time to develop drugs and medicines, so
could you also explain a general process?

Takayanagi
Then, let me explain the overall process of creating a new drug.
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Drug manufacturing goes through three main phases before the application for approval. The first phase is basic research
where you discover or chemically create a new substance that can become a drug in the future. Usually this phase
requires two to three years. In the next phase, you use animals and cultured cells and study efficiency (drug potency) and
safety (toxicity) for this substance, which is called a nonclinical test phase and takes approximately three to five years.
After you complete this phase, you can move onto the first clinical test phase where you test efficiency and safety for
humans. Clinical tests are divided into three steps.

The first step confirms whether there are any side effects, targeting a relatively small number of healthy people. The
next step targets a small number of patients for the first time and verifies efficient and safe dosage amounts and dosing
methods. And in the third step, we take a large number of patents and make comparisons with the existing drugs for
safety. I would say it takes three to seven years to go through all these steps. If everything goes well, we are at last able
to file an application with the Ministry of Health, Labor, and Welfare. If the application is verified and approved by the
experts, we are able to manufacture and sell the drug, which takes an additional one to two years. Therefore, it will take
9 (@2 + 3+ 3+ 1) years if things moves as quickly as possible. In the case of the monoclonal antibodies developed by Star
Pharma, they are in the latter half of the second phase of nonclinical tests.

Ogino

What you have explained is that it takes two years to discover a new substance and the remaining seven years to
evaluate it. It sounds reasonable since you take in that substance into your body, but it will be a huge burden for those
who develop it. Furthermore, I suppose most of the substances are dropped off through the process of evaluation. I believe
that the management of this R&D pipeline has a very important meaning for our corporate strategy.

Takayanagi

You have a point there, Mr. Ogino. Our research on monoclonal antibodies for the drugs to care hematological cancers is
still in the phase of basic research and we have a hard time in moving onto nonclinical tests. It may be hard to imagine
in the industry you have been in, but we publish at least all the contents of our pipeline in the clinical test phase. It is
perfectly natural in the pharmaceutical industry that we know which company is developing which drug at which phase.
Unless Toto Pharmaceutical has something to show at this phase, it can have an impact on the stock price. A few million
dollars Mr. Harashima approved of a few minutes ago is almost minute in comparison with the stock price fluctuation risk.

Ogino
However, not all applications can be approved as new drugs and we have a risk there. As a practical issue, what would be
the success ratio of developing new drugs?

Takayanagi

The success ratio of new drug depends on how many compounds have been finally approved for manufacturing out of
all the candidate compounds discovered at the phase of basic research. Japan Pharmaceutical Manufacturers Association
statistics show the ratio is 1 out of 20,000, so drugs come out of the accumulation of innumerable screenings in any case.

Ogino

In the industry I have been in, there was a lot of criticism on the fact that what the laboratory worked on got hardly
commercialized and we said that the success ratio was 3 out of 1,000. That ratio would be something commendable in the
pharmaceutical industry. I can surely say that the highest R&D investment in the manufacturing industry and the high-
priced early implementation of technology have their validity against this backdrop. There are more things I needs to
learn. I will need your guidance in this area going forward.

Takayanagi

No problem. I will have the proposal from Star Pharma and the copy of historical interactions with them sent to your desk,
so please take a look at them. Also we have a periodical meeting for the project team scheduled at 10 am. at the meeting
room for the General Manager of the Drug Manufacturing Division. I hope you will attend it. I will introduce you to the
team members.

Ogino
All right. I will see you tomorrow morning.
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<Scene 2: Negotiation at the Toto Pharmaceutical
Meeting Room on February 24, 2010>

Hara and Maki are brought in where Takayanagi and Ogino are waiting. They greet each other and sit.

Takayanagi

Thank you for the hospitality you extended to me at Santa Barbara, Mr. Hara. Thanks to your assistance, our evaluation of
your antibodies have been going on without a hitch, but it seems we need a little bit more time until we come up with the
conclusion.

I also would like to appreciate your coming to visit us out of your busy schedule to move to Kyoto. I am joined by Ogino,
our Licensing Manager, so I hope we can have a lively discussion on the steps we will take.

Hara

Mr. Takayanagi, please allow me to get to the point. We know how you are going through your evaluation since we get
your reports frequently. But I think the process is a little too slow. I have my schedule. I have come to visit you to confirm
whether you have accepted the conditions I sent to you and are ready to partner with us. I have to catch a 2 p.m. bullet
train and do not have much time, but since our legal counsel, Mr. Maki, is with me, I plan to have the contract signed by
you and move on.

Takayanagi

I understand what you want. We also want to partner with you and get the approval for the cancer drug as soon as
possible. That is why I requested to meet you immediately after you announced your technology at the conference. We
are going through our evaluation activities in a careful and speedy manner in order to verify the possibility of clinical tests.
However, it is a tall order that we have to agree on all the contract conditions you sent to us and sign the contract today.

Hara and Maki look into each other, puzzled.

Maki

Is it a tall order? Mr. Takayanagi, as you already know, the new monoclonal antibodies announced by Star Pharma have
attracted the attention of a lot of companies as well as you. It is a fact that you showed your intention first as a Japanese
company. Richard appreciates that very much and has already signed the non-disclosure agreement with you and
disclosed information to you. On this occasion of his visit to Japan, Richard has received quite a few requests to meet him
from other companies after the conference. Not only Japanese companies but also Mega Pharma whose president comes
all the way here from abroad are included in the list. Richard thinks highly of your passion and Toto Pharmaceutical’s
technology. That is the reason he wanted to visit you before the conference and move the alliance one step forward. If you
flatly say that it is impossible, there is no way we can work it out. Mr. Takayanagi, if there is no room for us to proceed
with this discussion further currently, we will be wasting our time and need to excuse ourselves.

Takayanagi

Mr. Maki, I appreciate your sincerity in talking about the situation Mr. Hara is in. As I told you a while ago, our intention
to move forward with the alliance with you is unchanged. I do not know how far we can nail down the issues, but I want
to take as much time as possible to discuss together and ask you to listen to our concerns. Based on that, I suppose we can
discuss the future direction at the end of our discussion. What do you say?

Hara and Maki look at each other for confirmation.

Hara
That's fine. Let’s talk.

Takayanagi
First of all, our Licensing Manager, Mr. Ogino, will explain our stance towards your proposal. Mr. Ogino, please go ahead.

Ogino

Alright. I am Ogino. I joined this company as Licensing Manager last December. Before joining this company, I had been
working on licensing for about 20 years at an electronics manufacturer and had visited California about 100 times. I have
mostly visited Silicon Valley and have never been to Santa Barbara. I will stop beating around the bush and discuss our
concerns. First of all, we have two concerns, field and territory for license.
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These are very important in that they decide the overall scope of licensing and your proposal seems to be a little too
restrictive. As for the first point of field, you propose the indications to be limited to hematological cancers

Maki
Yes, that’s right.

Ogino
But isn't it too restrictive? Based on our future joint research and clinical tests, we may discover the possibility of applying
the technology to other diseases. If that happens, we cannot accept the logic that it is out of the scope of licensing.

Hara

Mr. Ogino, monoclonal antibodies are very important assets for our company. As we come up with the licensing conditions
to you this time, we have calculated the conditions about the visible values these antibodies create for the applicability
to hematological cancers. Of course they are very likely to be applied to other diseases than hematological cancers, but
the contract covers a very large scope within the area of hematological cancers. What we announced this time about the
applicability is just one type of various leukemia syndromes. Besides, hematological cancers include lymphoma, so the
possibility is wide-open for future applicability.

Maki

If you request the field for license to be expanded outside hematological cancers, we will be required to evaluate the value
of that part appropriately and reflect it on the conditions. As a matter of fact, we have not been prepared for it this time,
so we will have to renegotiate it next time. By the way, what is your issue about territory?

Ogino

As for territory, you proposal is limited to Japan, Korea, China, and Taiwan. Our global marketing strategy takes the pan-
Asian region expanding from Korea and China to ASEAN and India as a total Asian market and manages local resellers
and distribution systems holistically in the pan-Asian region. In that sense, limiting the license to a part of the region, ie.
Korea, China, and Taiwan, does not make any sense. We do not request you to include US and Europe, but we definitely
need to have the pan-Asian region to be included in Territory.

Maki

I got what you mean. Since it translates into the expansion of licensing, just like the discussion we had a few minutes ago,
we will need to consider the matter in proportion to the conditions. For our confirmation, when you say the pan-Asian
region, is it correct that it does not include Australia and Oceania?

Ogino
No. Oceania including Australia and New Zealand does not have to be included.

Maki
What about the western border? You said that India should be covered but what about Pakistan? Also how do you treat
Middle East, i.e. Iran and westward?

Ogino

I said the region covers India but strictly speaking Pakistan is included in the pan-Asian region. As for Middle East, i.e.
Iran and westward, our global marketing strategy bundles Europe, Africa, and Middle East into one market and our
European headquarters manages Middle East, so it is not included in Asia. Likewise, Russia is treated as a part of Europe,
so it does not have to be included.

Hara
I understand your point. In order to proceed with our discussion, we approve the expansion of territory into the whole
Asian region as our assumption. However, as for field, let us limit it to hematological cancers this time and move forward.

Takayanagi
Mr. Hara, I see descriptions like joint know-how and joint patents, but what scheme do you have in mind for our alliance
in the first place? If this contract is a simple licensing agreement for know-how and patents, these descriptions are
unnecessary.
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Hara

We want Toto Pharmaceutical to be a joint development partner. We intend to utilize Toto’s new developments and
leverage information and know-how gained by each milestone. We want to discuss the details of what constitutes our joint
development in the future.

Takayanagi
I understand your intention. We also like that mechanism. If that is the case, however, don’t you see a contradiction there
by limiting the scope of indications for the monoclonal antibodies that are going into the full-fledged clinical test phase
going forward, Mr. Hara? If the technology were in the third step of the clinical test phase, we could negotiate about
limiting field.

Hara

I got what you mean. Then, how about adding a condition to the effect that in case the monoclonal antibodies turn out not
to be effective for hematological cancers but for other indications, the contract takes care of the situation to make them
work for those indications? As of now, it is unthinkable to create a contract without restricting field. Another item to be
added is the condition that Toto will not develop competitive products. This is where we cannot compromise. Unless we
restrict field, you will in turn lose your freedom for development as a result. That is not beneficial for both of us.

Takayanagi
I myself thought that we must discuss a provision to prohibit the development of competitive products. Let us note that
we have mutually noticed we have an issue here and move forward. We can assume that we will restrict field.

Ogino
By the way, as for the rights granted, there is no reference for production right. What is your stance on this?

Maki
Based on the usual practice in the pharmaceutical industry, Star Pharma does not intend to grant the manufacturing right
to you. We assume that you receive the drug substance based on the monoclonal antibodies, produce drugs, and sell them.

Ogino
That is an issue. We do not intend to purchase the drug substance from you. We have planned to manufacture it on our
own. We need to request the right to manufacture the drug substance.

Maki

Mr. Ogino, how we offer the drug substance is the basis of Star Pharma’s business model just like field we talked about
and offers the calculation logic for all the payments proposed this time. If you insist a change on this point, we will have
to revisit all the conditions and negotiate once again. I imagine approximately a few million dollars fee will be incurred for
the manufacturing right.

Hara

Mr. Takayanagi, our business model intends to mass-manufacture the drug substance and procure it world-wide. It is
enabled by our antibody manufacturing technology. Right now we are manufacturing the drug substance in our laboratory
in Santa Barbara but we intend to outsource the manufacturing of the drug substance to the facility of another company
in the suburbs of San Francisco. Of course the facility is already compliant with GMP. It will be more advantageous from a
volume effect perspective than in case Toto manufactures it in Japan. I am sure that we are able to maintain high quality
and contain the cost to a reasonable level.

Takayanagi

Mr. Hara, if you manufacture the original substance in the US, price-wise it could be equal to the case where we
manufacture it in Japan or more advantageous as you said, if we take future currency fluctuations into consideration.
We can agree on this condition based on how our discussions will turn out in the future. However, the issue is not an
economical one such as pricing. It is more of a corporate responsibility issue.

When we sell drugs based on the approval by Ministry of Health, Labor, and Welfare, we must provide them in a
sustainable and stable manner. It is an issue of how we will be responsible for the supply and how we will cope with
contingencies.
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Maki

I understand your point, but when you talk about contingencies, are you worried about the bankruptcy of Star Pharma?
If that is the case, how about this proposal? We deposit the detailed information on the manufacturing technology of the
drug substance to a well-reputed escrow account in California. Your access is triggered by the bankruptcy of Star Pharma.
Thus, in the case of Star Pharma going bankrupt, you can access the escrow account and obtain the technical information.
However, you cover the cost to open and maintain the escrow account and pay a percentage of the net sales price as
the royalty for manufacturing the drug substance in case you manufacture it. On the other hand, we will provide the
annually required volume beforehand every six months based on your manufacturing plan in order to ensure the stable
procurement to your market. Of course, payment will be done per procurement.

Takayanagi

Mr. Maki, in case we are notified of know-how about manufacturing after contingencies take place, it will take a
substantial amount of time before we are able to procure the equivalent substance. We need to understand the disclosed
technical information, make arrangements for required facilities, build up production lines, obtain production approvals,
and be compliant with GMO before we can begin the procurement. The measures you mentioned to ensure the stable
procurement only give us a six-month grace period. That does not at all give us enough time to catch up.

Ogino

Mr. Hara, if you cannot grant us the manufacturing right, as the second best measure we need to request to have you set
up multiple manufacturing locations to ensure a stable procurement for us. An additional location should be located outside
California or in central or eastern California. Of course, in case you go bankrupt, we assume we take over a part of your
manufacturing outsourcing contract.

Hara

(After thinking a while) I understand what you say, but having two locations from the onset is difficult. If the
manufacturing volume grows, we will of course think about it. To tell you the truth, however, it is meaningless if we make
the investment to respond to your need, Mr. Takayanagi.

Takayanagi

If so, how about the proposal that we will establish the second location on our own? We will cover all the cost to establish
the location. You do not incur any cost. Also, we will promise to procure the drug substance from you at the initial stage
so you can keep your business model. The underlying concept is that we will begin production in case the manufacturing
capacity of the first location overflows in a few years. Of course, our intention is to prepare for contingencies and we will
make preparations so we can start the manufacturing any time. With this model, you have various advantages with no
conditions detrimental to you.

Hara
What you say could make sense. However, it is so detached from our business model.

Takayanagi

You do not have to give us your response now. I hope you will think about it really well. If you business expands smoothly,
it will prompt the requirement to create multiple manufacturing locations from the customer side. The demand for a
stable procurement is not limited to us. If you consider implementing a world-wide business, distributing manufacturing
locations to the US and Asia will surely make a great impression to our customers. I do not know how you evaluate our
past performance, but I am confident we can live up to your expectations.

Now, by assuming you will take this point into consideration, can we move onto the next item?

Hara
I have taken note of your comments. Let me think about it.

Before we discuss Financial Terms, we want to add minimum diligent obligations besides the usual obligations for

development efforts in the development provision.

Ogino
What do you mean by that? I am aware that Diligent Obligations that refer to general development obligations have
already been listed on Time Sheet and I do not have any special ssues with them.
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Maki

The sentence, “LICENSEE shall use commercially reasonable efforts to develop a LICENSED PRODUCT in FIELD
in TERRITORY,” refers to general Diligent Obligations. What Richard means is minimum diligent obligations which
require you to make milestone payments even if your clinical development does not proceed as specified by the clinical
development plan, assuming that you have proceeded with development and achieved milestones as planned.

Ogino

That is a fairly tough proposal. The timeline for clinical development plans includes a lot of wishful thinking and this
product is still at the early stage of development, so we do not know what will happen in the future since there are so
many things we do not know. Given that, I believe it is enough to say that we will make commercially reasonable efforts.

Hara

I am perfectly fine with determining clinical development plans based on mutual agreement and setting the timeline that
includes necessary allowance. Since we grant the exclusive license of our most valuable product to you, we expect you to
make your best efforts. That is why we put in place minimum diligent obligations.

Takayanagi

Since we obtain the license as the basis for our development, we intend to make investments exceeding the license fee. I
would like you to trust us on that point and I ask you to let us set up a group that works on the development within our
company and start some kind of experiments. With all the efforts we make for the development and all the trouble we go
through, it will have a negative impact on the morale and motivation of our development team if we have some penalty
imposed on us.

Hara
Mr. Takayanagi, we do not aim to obtain milestone payments based on this provision. Needless to say, our final objective
is to deliver this product as a drug into the market. Thus, we share one goal and the licensor and licensee are on the same
boat.

I do not want to think about it but please consider that this is a provision for risk management to take care of the situation
where some circumstances prevent Toto from delivering this product into the market. Since I have been in the US for a
long time, I tend to be prepared for the worst situation based on a contract. I hope you understand my concerns.

Takayanagi
Since this is related to the issue of the contract termination based on the halted development and this is the topic we have
heard from you for the first time, let us discuss privately within our team. Why don’'t we take a 15-minute break?

Hara
No problem.
<Scene 3: Internal Meeting at Toto Pharmaceutical Drug
Manufacturing Division GM Room on February 24, 2010>
Ogino

Mr. Takayanagi, I heard about minimum diligent obligations for the first time. The success ratio in development is 1 out

of 20,000 and you are required to make milestone payments that follow whether it goes well or not. That is outrageous. I
suppose the usual licensing practice is as the compensation for the exclusive license you are supposed to pay the product
revenue after you complete the development plus minimum royalty. Why do we have to shoulder development effort
obligations and make milestone payments irrespective of the result of development? Isn't it enough for us to promise
minimum royalty?

Takayanagi

Mr. Ogino, this is all because the success ratio is 1 out of 20,000. Unlike electronic and machinery industries, we cannot use
the licensed technology immediately for drugs and medicines but we have go through clinical developments based on the
license, apply for approvals with regulators, and obtain approvals before we can produce drugs. So it does not benefit the
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licensor if you promise minimum royalty after production. It is in a sense very common that the licensor requests us to
implement development in due course and deliver the drug safely into the market.

Ogino
It is so different from the electronic industry, where we hardly hear about the exclusive license in the first place. In any
case, accept what they request as it is does not sit well with me.

Takayanagi

Right. It is true that we do not know what will happen in development. Since this product is still at a very early stage of
development, the risk is substantial. Potency, safety, and competitor moves could make the value of our development weak
all of a sudden and we have to be prepared for it. Otherwise, it has a great impact on our risk management. In that sense,
the termination provision specifying the conditions for halting development is important. We need to be able to terminate
the contract at our own discretion at any time for any reason.

Ogino
Mr. Takayanagi, if we do that, doesn’t the licensor claim their reciprocal right? If the licensor obtains that right, the
contract does not have any validity.

Takayanagi
We will arrange so that the licensor will not have the discretionary termination right and only the licensee will have it.

Ogino
Really? Isn't it too unreasonable?

Takayanagi
It is not too unreasonable. This is a fairly common request. Of course the situation varies depending upon development
and payment obligations.

Ogino
So you mean in case they insist on minimum diligent obligations, we will request our one-sided termination right and make
them choose our request or retract their request.

By the way, we will move onto financial terms later. At this rate, both Mr. Hara and Mr. Maki will force us to agree on the
conditions on the spot. Based on our scenario, we are supposed to insist that it is still too early to agree on the fee amount,
but it is very possible for them to leave the negotiation table as they see no reason to further discuss the matter. We have
to be prepared to prolong the discussion.

Takayanagi

Yes, it can happen. However, they said they wanted to partner with us, Mr. Ogino. They saw some validity in making
us become the second production location. That means Star Pharma sees something they want in Toto. In case they
flatly leave the negotiation table, we have to take our time and see what will happen. It should not be their real intention.
They said they were scheduled to meet some companies after the conference but I am sure they want to make the
partnership with us more likely before that happens. So I believe if we go to Kyoto after the conference before they meet
other companies and tell them that we want to renegotiate the issues we cannot nail down today they will not reject our
proposal. We have to stick with our scenario and focus on investigating their real intentions.

<Scene 4: Renegotiation at Toto Pharmaceutical
Meeting Room on February 24, 2010>

Takayanagi
We want to propose that we will have the following discretionary termination right in addition to the usual termination
provision.

LICENSEE may terminate this Agreement at any time for any reason. Needless to say, medical development has a very
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low success rate and it is said that it is usually less than 1 out of 10 at this stage. Our proposal is that in case we come
across negative results during development, we should not maintain the contract indefinitely and we will bring it to an
end. What do you say?

Maki

We do not want you to terminate the contract only based on your circumstances. Whatever the reason may be, at least we
want the contract termination to be decided upon based on our mutual discussions. However, if you have some scientific
reasons such as the case where you get some data about safety issues or have some specific reasons you cannot obtain
approvals, we may take that into consideration.

Takayanagi

Mr. Maki, I understand your point very well. But it is not rare that based on clinical test results we cannot detect the
potency of drugs clearly in comparison with placebos and control drugs. On that occasion, it is usually very difficult to
decide whether it is valid as a scientific reason. From a management perspective, on the other hand, as the accumulated
investment amount gets larger, it is more important for us to decide whether we should continue the development. That
decision has a great significance, which should give us a valid reason why we should have the discretionary termination
right. Also, we are more than happy to discuss with you in case we have issues in continuing development. But the final
go/no-go decision is made by the management and we should have the right to decide. If we cannot have the discretionary
termination right, we want the development obligations including diligent obligations and minimum diligent obligations to
be eliminated. If so, the exclusive right continues and it will be detrimental for you.

Maki
If you say it is so difficult for you to accept minimum diligent obligations, we will have to drop off the condition for the

exclusive license and make it non-exclusive.

Takayanagi
That is not what we want. All we are saying is in return for minimum diligent obligations we want to have the

discretionary termination right. Or you can turn back minimum diligent obligations. The choice is yours.

Mr. Hara, we are not signing this contract to terminate it. As you said, Star and Toto get on the same boat. Both of us
share the destiny to work together and deliver the monoclonal antibodies into the market as drugs. Mr. Hara, if minimum
diligent obligations are the risk management provision against contingencies for you, this discretionary termination right is

the measure for our risk management. I hope you will understand.

Hara
I understand. Let us proceed as we take your proposal for now. The remaining issue is about money, ie. financial terms.
Since we do not have much time left, we have to move on.

Takayanagi
Thank you for your understanding. Frankly speaking, it is a little bit difficult to discuss financial terms, but I appreciate it
if you could explain the structure of your proposal and the logic for your fee calculation.

Maki
Please take a look at this table.

As the first item, we have Research Fund. Since we want you to be our partner, we ask you to cover an appropriate
cost for the period of three years. In addition, we have Upfront Payment for License as the down payment at the time of
signing the contract. As you proceed with your clinical tests, you will pay milestone payments as you move onto a new
phase and obtain approval. After commercialization, a royalty is incurred based on the revenue. Other items for Financial
Terms will include an arrangement on the payment for the purchase of the drug substance. The amount for each item is
listed on the table.

Hara

I will explain the logic for calculating the amounts. As you know, there exist more than one blockbuster drug for
hematological cancers with $1 billion annual sales world-wide. We assume the revenue in four East Asian countries
including Japan is $200 million and set the total amount before approval as 10% of the revenue, i.e. $20 million, which
includes research funds, upfront payments, and milestone payments. Since our development is currently before the clinical
test phase, we set royalty as 10% of the net sales.
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Takayanagi
Since we have not completed our evaluation, it is a little tough for us to accept the pricing after commercialization. We can
ensure the granting of research funds as of contract closure, though.

Maki

Wait a minute. The probability of commercialized antibody-based drugs is getting firmer and you are trying to monopolize
the market in the pan-Asian region. Why is it that you cannot come up with concrete pricing? I don’t see your point. (In an
accusing manner)

Ogino
We do not know if we can come up with drugs and we do not know the business volume if we do. Do you think you are
being reasonable by suggesting pricing based on your estimated business volume?

Maki
We believe our proposal covers a reasonable range for drugs for hematological cancers. Cancer-fighting effects have also
been verified by animal tests and we have a good reason to believe we can come up with blockbuster products.

Takayanagi
Some effects have been verified towards hematological cancers but we have only preliminary data on in vitro results and
animal tests. Besides, we have seen the data but have not fully verified it yet.

Hara

I believe we are here since Toto saw the opportunity in that data. Mr. Takayanagi, to tell you the truth, we want to work
with Toto in East Asia. Toto is actively involved in cancer drug development and I see exciting opportunities in combining
Toto’s antibody manufacturing technology and our monoclonal technology. Actually we have offers from other companies
in the area of hematological cancers, but we intend to close the deal with you. And that should happen quickly.

Takayanagi
I understand you have rated us highly. We really appreciate it. However, let me repeat we are not at the stage where we
can discuss pricing conditions with you. I appreciate you will understand.

Maki

We cannot move on like this. We are stuck here. I don’'t know what we have been negotiating for. As I said at the
beginning, Richard came all the way here to show his sincerity to you before meeting other companies. I don’t think you
are aware of that. Given the situation, we have no other choice than to forget what we have been going through today and
excuse ourselves.

Hara

Mr. Takayanagi, I am also very sorry for it. I thought you were the leader on this deal but you do not show any
alternatives and just say you cannot talk about pricing. Then, when can we talk about it to what degree? You said we
need to wait for the completion of your evaluation, but I don't see what difference it will make from what you can decide
as of now. The evaluation you are working on is like re-examining what we have already found out. Besides, this is just
a small first step on the long journey between the coming clinical tests and approval. The real issue is whether you are
willing to collaborate with us. I believe your evaluation will absolutely not turn out negative in the end. If you want to
discuss the timing for contract closure, we can negotiate, but since you flatly say you cannot discuss financial terms...

Takayanagi

Alright. If you go as far as to say we are not motivated to work with you, I am not doing my job properly. Since we have
been discussing this far and narrowed down the issues, we want to discuss financial terms with you. For that purpose,
could you spare your time once again after the conference before you meet other companies, Mr. Hara? This time we will
visit you in Kyoto. Midnight or early morning, you just name it. We will see what we can to nail down the conditions.

Hara

The conference ends on Saturday the 27™ I plan to spend the whole day on 28" with a friend of mine but I will be back
at my hotel at 4 p.m. and cancel the dinner. The hotel is next to the conference venue, Kyoto International Conference
Center, so I will meet you there. Is it okay with you, Mr. Maki?
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Maki
(Taking out his notebook and looking at the schedule) I will arrange to join you.

Takayanagi
Sorry for giving you the trouble.

Maki
OK, then. Let us confirm the issues we have come up with based on today’s discussion.

Both of us will study these issues by 28" and discuss once again.

1) First of all, as for field, we talked about indications other than hematological cancers. Taking into consideration the
provision to prohibit the development of competitive products, we will restrict field in line with our proposal and expand it
to other indications in case we cannot have expected effects based on the designated field.

2) Next, on the issue of the manufacturing right, Star Pharma will consider the possibility of making Toto Pharmaceutical
the second production site. However, we assume that Toto Pharmaceutical will continue to purchase the drug substance
from Star Pharma until we need the second production site.

3) We have mutually agreed on minimum diligent obligations. We also plan to grant Toto Pharmaceutical the discretionary
termination right.

Are there any other issues?

Ogino

No, you covered all the issues. As for the discussion on Financial Terms, however, I would like you to understand that we
will go on with the negotiation based on the assumption that our current evaluation will produce positive results. We also
expect to negotiate the contract closure timing with you.

Maki and Hara look at each other.

Takayanagi

Then, we will meet you at the hotel at 4 p.m. on Sunday. (Looking at his watch) We still have some time before you catch
the bullet train. How about having lunch together? We have a nice sushi restaurant near here and I would like to take you
there.

Hara

Thank you. I love sushi and I wish I could you join you there, but I need to discuss some things with Mr. Maki before 1
catch my bullet train. Let's reserve the occasion until after we have the meeting on 28" I hope we can have a toast with
champagne.

<Scene 5: Star Pharma Internal Meeting at Restaurant
inside Tokyo Station on February 24, 2010>

Hara
Mr. Maki, T accepted the request for the next meeting on 28" without asking you about your availability. I am afraid you
could have some other plan.

Maki

Yes, I have scheduled to play golf with a friend of mine. It would have been an issue if I had arranged it with my client,
but it is okay since it is a private occasion. I play golf with him all the time, so don't worry about it. What worries me is
we gave them our commitment to negotiate the timing of contract closure. Are you okay with it?
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Hara

Yes. It will be maximum of three months before the closure since Toto says they cannot make a decision since they
have yet to complete the evaluation. That is not a problem. Besides, I do not believe that Toto’s evaluation will create a
negative result, so it will be better for us to be able to finalize financial terms beforehand by giving them a grace period. If
Toto finalizes their payment amount during this grace period, it can give us the opportunity to gain more freedom in the
negotiation. Aside from moral issues, we should not be restricted contractually. I wanted to remind you of the point.

Maki

I understand your point. Since we are granting no exclusive right for them to negotiate with us, there is no restriction
imposed on Star Pharma. If they propose to make some down payment and obtain preferential negotiation rights for some
time, our basic stance is that we should just gently reject it, listen to what they request, and wait and see what happens. I
thought Mr. Takayanagi was a fairly tough negotiator but you could be tougher, Mr. Hara.

By the way, on the issue of making Toto the second production site, we will approve the request but do you think it is
okay for you to include the production right in the license grant, Mr. Hara?

Hara
What do you mean?

Maki

I can easily imagine that Toto will request the production right to be granted, but solely from the standpoint of creating
the second production site to ensure the required stable procurement all we have to do is to outsource the production
to Toto, so granting pure production rights is not really necessary. We create the scheme where Star Pharma purchases
everything Toto has produced and resells it to Toto. If this is realized, Star Pharma can control the monoclonal
antibodies business based on your initial plan and does not have to change your business model. It also realizes the stable
procurement Toto wants.

Hara

I see. After listening to Toto’s intentions to make investments and establish the second site on their own, frankly speaking,
I thought we could create the site without any cost incurred by us. At the same time I thought we could leverage Toto’s
well-reputed antibody manufacturing technology. Since I wanted to move the discussion forward, I told them I would give
it consideration but I was a little worried about the control of technical information and know-how to be disclosed. If we
could arrange the discussion in the way you talked about, I could solve my problem since they could only use the disclosed
technology on our behalf. Besides, we do not have to change our existing business model. It is you who are the toughest
negotiator. The rest of us cannot match you in tactics.

However, we will have to take care of how they can recover the investment to make them agree on this model. I will try
to think about it.

(Looking at his watch) Now, I have to go now. On Sunday could you come visit me around 3 p.m. since I want to discuss
with you before we meet Toto? I will be back at the hotel by that time.

Maki
OK. I will do that. I wish a lot of success for your presentation at the conference. Please take care.

<Scene 6: Toto Internal Meeting at Toto Pharmaceutical Drug
Manufacturing Division GM Room on February 24, 2010>

Takayanagi
You did a great job, Mr. Ogino. How did you find the first negotiation in the pharmaceutical industry?

Ogino
Based on your instructions beforehand, I did not have such a hard time and I am glad I did not do anything to trouble you.
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Takayanagi

So far I have often been handling negotiations alone, so I was very happy today since you were with me, presented tough
requests with good timing, and evaded their tricky requests. Especially when we discussed the manufacturing right, you
referred to the discussion on the second production site, adding a very forcible condition of eastern or central California.
That changed the course of the discussion to our side. I am confident that we will be able to produce the drug substance
on our own. It is your achievement, Mr. Ogino.

Ogino

Mr. Takayanagi, we may be able to obtain an outsourcing contract for producing antibodies as the second site but we may
not necessarily be able to be granted the pure production right. Since we have already proposed the outsourcing scheme,
it will be difficult for us to recreate the logic for the pure manufacturing right. Is it really okay with us? I am a little bit
worried about it.

Takayanagi

No problem. Our real objective is the realization of stable procurement, so if we cannot produce the substance freely we
can recover the cost by obtaining the know-how of Star Pharma’s production technology. Of course we will request visible
returns when we discuss financial terms with them and we may be able to find out their real objectives through the
discussion.

Ogino
What do you mean by that?

Takayanagi

I am not 100% sure about it but I feel Richard Hara respects our antibody production technology. They claim they have
produced the monoclonal antibodies based on their unique technology but they have never done any mass production.
They say they will outsource the production but they should be feeling uneasy about the smooth implementation of the
production. They need someone to help them. But they cannot disclose the important infrastructure technology to the
licensee, who is the manufacturer of antibody-based drugs. Under these situations, they get a proposal from the licensee on
the second production site. They reject the proposal at first but they think it is not too bad after thinking about it a while.
That could be the situation they are in. So I am thinking it makes sense for us to leverage the second production site we
proposed as our bargaining chip.

Ogino

That could explain the reaction Richard Hara made which seemed a little strange. In the morning he said there was no
other option than to agree on the conditions, but in the end he said he could approve delaying the contract closure and
tried to finalize financial terms in any case.

If this is the case, probably the second production site issue will be cleared and minimum diligent obligations and the
discretionary termination right will be mutually approved by both parties. There will be no problems remaining and we
will only have to confirm the conditions on the 28" What should we do about the expansion of the field?

Takayanagi

I suppose the condition presented by Richard Hara is fine. If we expand it from the onset, we will be bound by the
provision prohibiting us from developing competitive products, so we can accept what he presented. What Richard says
makes sense in that the category of hematological cancers is large enough. I think it is enough if we have some guarantee
that this contract will not lose its validity in case of contingencies.

Ogino

So the only remaining issue is Financial Terms. We got their logic for calculation base on today’s discussion, so we will
have to make our counter proposal on our own. We will either use the same logic with different assumptions or leverage a
totally different logic.

Takayanagi

I cannot say I have no issues with that calculation logic, but it makes sense. They set the revenue for four East Asian
countries including Japan as $200 million and allocated 10% of it, $20 million, as the total amount. the market projection is
reasonable and it can be beneficial for us since we expanded the territory. Fortunately we will able to delay the contract
closure timing and obtain the discretionary termination right, so we have attained a certain level of risk management. The
heart of the negotiation will be how much of the payment we can move to the latter half of the period. We can use the
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bargaining chip we assumed to determine how much we will shoulder for the joint research. Since the conditions for the
joint research will be important, we will have to gather project members tomorrow and exchange ideas.

Ogino
Alright.
<Scene 7: The Second Negotiation at the Hotel where
Richard Hara stays on February 28, 2010>
Takayanagi

Mr. Hara, one of our researchers who attended the conference was so excited and told me he found a great tip for next-
generation antibody-based drugs in your presentation. I think it is really commendable for you to be involved in research
and compile that presentation while managing a venture firm. I am really impressed.

Hara
Thank you. That is a seed for the next business. I secretly have a great expectation for it. You sure have a great
researcher working for you.

Greetings aside, let’s work on the issues now. Today we would definitely like to have you evaluate the current monoclonal
antibodies. Before we discuss financial terms, we will nail down the other issues we have been working on. Mr. Maki will
explain.

Maki

First of all, about the issue of making Toto Pharmaceutical the second product site, we have decided to approve it. We
also approve the expansion of territory to the pan-Asian region. However, please understand that we will limit the field to
hematological cancers as proposed. In case the antibodies do not function in the field and turn out to be applicable to other
indications, we will amend field for free, which will be written on the future contract. As for the discretionary termination
right you requested, we approve the condition based on the condition that you accept minimum diligent obligations. How
do you like it?

Takayanagi

That is fine. We had the same intentions as you proposed. We are glad that we have agreed on the conditions. As for the
timing when we can start the production, we thought about it a great deal and would like to set it for the third year after
commercialization.

Maki
You can decide the timing based on your plan. You can start the production at the inception of commercialization.

Ogino
Does it mean that we do not have to purchase the drug substance from Star Phama?

Maki

No, that is not the case. You are supposed to purchase the drug substance from us as planned. Since you are consigned to
produce the antibodies as a Star Pharma production site, you deliver all the antibodies produced by you to Star Pharma
and you purchase required volumes from Star Pharma. That is how distribution works. Therefore, it is Star Pharma
who determines the production volume. If you decide to start the production at the onset of commercialization, the initial
outsourced production volume will be equal to the volume you require. Only after you start your full-fledged operations as
the second site, the production volume will be increased.

Ogino
That is not what we expect. It nullifies the validity of our production.

Maki
That is an odd remark. It is you who wanted to be a production site for Star Pharma. Since you cannot cope with
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contingencies if there exists only one location in California, you requested multiple locations, preferably outside California.
Mr. Takayanagi said Toto will do the job if the scheme is difficult. We are only telling you that we have decided to ask for
your assistance after we went through discussions. In this case, it is just a coincidence that the same entity is at the same
time the outsourcing partner for production and the purchaser of antibodies. Based on our model, these are two separate
businesses.

Ogino
What is the scheme of the contract?

Maki
We plan to sign a production outsourcing agreement besides the licensing agreement.

Ogino
I think it is enough for you to include the production right in the licensing agreement.

Maki

If we grant the license, specify production volumes, and give instructions to the purchaser, we will infringe on the
reformed Anti-Monopoly Act of Japan. We will face issues based on the new IP guidelines by Fair Trade Commission.
Therefore, we cannot license the production right.

Takayanagi

Alright. We need to accept your condition. Since we make investments to establish the production site, however, we will
have to work on how we can recover the cost. We will use the model Mr. Maki explained as the basis and we need more
information including outsourced production forecasts, delivery pricing, pricing we use to repurchase the substance from
you, etc. So we need your assistance. Based on that interaction, we can determine the production timing.

Hara
Of course. If you cannot make good business, we will be in big trouble as your partner, so we will do whatever we can. So
you are okay with this issue. Next, let us work on our main topic, financial terms. Could you give us your proposal first?

Ogino
Please take a look at this table.

We divided Financial Terms into four categories, i.e. Research Fund, Upfront Payment, Milestone Payment, and Royalty.
As for Supply Price, we will give it a thought in conjunction with other conditions as we just talked.

First, as for Upfront Payment and Royalty Rate, we basically accept your proposal as it is. We pay $2 million at the time
of contract closure and 10% of the net sales after commercialization. As for Research Fund, we consider that it is not
something we are supposed to shoulder, but as a joint partner we cover $1 million annually for two years for the research
conducted by our researchers in Santa Barbara. However we will not make payments to you in the third year when
we assume we are in the clinical test phase and proceed with development in each country. With regard to milestone
payment, the $2 million payment as of the phase 1 of the clinical tests should be deleted since it translates into research
funds. We accept the total amount of the other payments as proposed. This is our proposal.

Maki

Thank you for accepting our proposal on Upfront Payment and Royalty. Based on the discussion we had last time, frankly
speaking, we never thought we could have this sort of proposal from you this time. However, the total amount you propose
is $14 million, so we have to feel this deal has been underestimated by you. What we have intended is $20 million in total.

Ogino

Mr. Maki, we have not underestimated the deal at all. Please note that we have accepted Royalty and Upfront Payment
as you proposed. This is the proof of how we evaluate your proposal. The difference in the total amount comes from the
difference in how we position the Research Fund and how we forecast the market demand. It is true that the market size
is on the rise as the whole nation is graying, but the revenue we come up with based on our market forecasts is not so big
as yours as we take into consideration this ratio and stark competitive environments.

Hara
You are being overly conservative. The $200 million revenue in four East Asian countries is a conservative number and
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we have agreed on the expansion of territory. So the potential number should be much larger. Your number is way below
that assumption. It shows how you evaluate our technology.

Takayanagi

We do not at all underestimate your technology. You know I contacted you immediately after you made the announcement.
It is us who made the first evaluation of your technology and talked with you. I hope you take note of it. At the same time
we actually have wanted you to give us some preferential consideration when we talk about financial terms. I am sorry for
how you react.

Hara
That's funny logic. By the way, you just said research funds are not something Toto should be responsible for. What do
you mean by that?

Ogino

In principle, R&D costs at your company should be covered by you. The licensee is required to pay a necessary and
appropriate fee for the license grant based on your achievement. Thus, the licensee should not pay research funds.
However, we have decided to pay in the name of joint development. In principle, we may have to sign a different contract
for the joint development and split the actually incurred cost. In that case, the amount could be smaller.

Maki
The amount does not only include the cost incurred for the specific year. It also includes the portion you are supposed to
pay based on historically accumulated investments.

Ogino
Mr. Maki, what we are saying is that we do not agree with that logic in the first place.

Maki
If we accept what you claim, what do you mean by nullifying the milestone payment when we move onto Phase 1?7 It does
not make sense.

Ogino
It will probably in the second year when we move onto Phase 1.

What we are saying is that we front-load that milestone payment and pay a definite amount in the name of research
funds. It is rather a favor to you. A while ago, Mr. Hara said we underestimated this deal but we have accepted 100% of
your proposed amount except for research funds. If you want us to further clarify our logic, we will delete all the research
funds and change the milestone payment for Phase 1 into $2 million. How do you like it?

Hara
I understand you logic. I accept it. So please bring the $2 million back to the milestone payment for Phase 1.

As for research funds, we will close a joint development agreement separately and discuss the appropriate amount each
party shoulders. Is it OK?

Takayanagi

Thank you. Irrespective of the size of spending, we need to have clear-cut items for spending from a management
perspective. So we like this approach. By the way, as to how we allocate milestone payments, let us set $1 million for Phase 1,
$2 million for Phase 2, $3 million for Phase 3, and $6 million for Approval.

Maki
I thought Mr. Ogino just said we would bring $2 million back in as milestone payment for Phase 1...

Takayanagi
Mr. Maki, forget about what Ogino said. It is difficult for us to explain the payment scheme of $2 million, $1 million, $3
million, and $6 million internally. Please understand.

Maki
Since the original proposal is $2 million, $2 million, $3 million, and $5 million, why don’t you take the scheme?
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Takayanagi

Mr. Maki, as Ogino has repeatedly explained, we have accepted the total amount of your proposal as it is. The only
proposal we are making is this allocation. If I cannot make this proposal go through, I lose my validity as the leader of this
negotiation. If you were in my position, I think you could easily understand my situation. I have accepted Upfront Payment
as it is. Usually I am supposed to negotiate with you to lower the amount. I have accepted it as the appropriate value for
this technology. It is also based on the consideration we have given to your situation as a venture firm. So let us keep this
allocation.

Hara
I understand your stance. The allocation is fine.

However, as for the royalty rate, you propose 8% in case the net sales are $150 million or lower. This is unacceptable.
What we can concede is limited to the allocation of milestone payments we talked about.

Ogino

It is unreasonable that you cannot discuss royalty rates since you have already accepted the allocation of milestone
payments. These are two separate items. Besides, as we have told you so many times, we have accepted the total amount
based on the estimated revenue of $2 million you assumed. Don't forget we have accepted an upfront payment of $2 million
without making any negotiation to lower the amount. We have accepted the evaluation of your technology and the risk we
need to take until commercialization as proposed. As for this royalty rate, we propose that we will pay the proposed 10% if
the revenue reaches your estimated amount. All in all, this 8% is the only request we make with you.

Maki
It is the logic you twisted for your reason. If we accept the logic and consider the 8% is your only request, we have no
reason we have to accept it as it is.

Takayanagi

What Ogino said to you is that he wanted to point out the contradiction in Mr. Hara’s remark that he cannot discuss
royalty rates since he has accepted the allocation and he understands that it is after we go through the discussion whether
you will accept it or not.

Mr. Hara, to tell you the truth, our biggest concern is how fast the business will pick up to the revenue you estimated.
This time we have decided to have a production site based on our own investments. Besides, we have respected your
business model and our ROI can only be realized under very limited conditions. Also we need to consider the cost for the
joint research in the future. In sum, the initial investment has been bloated in comparison with our initial intention. On
the other hand, management has to be prepared for the overhead to implement the business. Mr. Hara, you told us that
you will be in big trouble as a partner if Toto cannot make good business. I would like you to consider that this 8% is the
necessary measure for both parties to launch the business in a healthy manner.

If this is not accepted, it has impacts on how we participate in the joint research and how we implement the production
site.

Hara

I see your point. I accept the condition since both of us will be in trouble if we need to face that sort of situation. I need
to confirm one thing since you mentioned the joint research. We are expecting you to send your researchers who are
experienced with Toto’s antibody production technology to the laboratory in Santa Barbara. We want them to work with
us to build up the production line. We can discuss the details in future meetings but we need to have your commitment on
this right now. There is one more thing. At the time of contract closure, we want to publish a press release. I hope you are
okay with it. Any issues?

Takayanagi
That's fine. We have no issues.

Maki

Then, I will compile all the items we agreed on today in the form of a Memorandum of Understanding (MOU) and send it
to you tomorrow. Please confirm the content and sign it. I will arrange so that Richard will sign it before he returns home.
That is all from me, but do you have any issues?
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Ogino
As for the MOU, I can create it if you are okay with it...

Maki
Mr. Ogino, I appreciate your offer but this is my job. I will work on it.

Ogino
I see. Thank you. As we confirmed last time, we will proceed with the closure of this contract after we have published the
results of the evaluation currently going on. We want your understanding on this point.

Maki
That’s fine. As you know, this sort of MOU is basically legally non-binding. I will refer to the condition on the MOU, so 1
would like you to come up with your results as soon as possible.

Takayanagi
Since we have reached the agreement based on our discussions thus far, I thought we have obtained the exclusive right to
negotiate with you...

In any case, we will have to work on the joint research plan and the details of the contract together with the evaluation
going forward. I am aware we will continue the negotiations with you and Mr. Hara told us that you wanted to partner
with us. Based on the trust we established, we will do whatever we can to leverage this MOU. I hope we will be able to

maintain good relations.

Hara

All rise and shake hands.

Hara

Takayanagi
Thank you. We will be glad to join you.

<End of Simulation>

I am the one to ask for the good relations with you. We will work on the joint research plan as I return home and send the
proposal to you. Thank you very much for coming over to Kyoto on a holiday today.

Mr. Takayanagi, Mr. Ogino, I would like you to join us in celebrating the occasion at the hotel's bar as I promised.

Next we will ask Mr. Kasahara to explain a case where the
licensing of diagnostic drug technology caused a lawsuit.

Kasahara

I will talk about a case that involved a diagnostic drug
technology we introduced from a small bio venture company
in the US. I will begin my discussion by explaining what is a
diagnostic drug and talk about the introduced technology, the
reason for the long lawsuit, and the trial results.

Diagnostic drugs are used to diagnose diseases. Currently
diagnosis is usually done through a combination of the
traditional method based on interviews and the scientific
data method based on physiological tests, in vitro tests, and
diagnostic imaging. Today’s topic is a detection reagent
for in vitro tests that uses a sample like blood. The recent
innovations in the area of diagnostic drugs enable the
measurement of T-cell leukemia, HIV, hepatitis C, pancreatic
cancer, etc. Also, the measurement methods include the
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Nobel-prize-awarded PCR technique which amplifies DNA
and improves measurement sensitivity. The technology
we introduced was related to the measurement method,
which drastically improved the sensitivity of measurements
leveraging biological intermolecularl affinity and used for in
vitro tests and basic research.

Diagnostic drugs should satisfy such requirements as
precision or accuracy of measurement sensitivity, ease of
conducting tests, and speedy measurement. This technology
was related to the improvement of measurement sensitivity,
which contributes to the early detection of cancers. The early
detection enables you to detect cancers before they spread.
Let me give you an easy example. With the HCG measurement
we use to diagnose pregnancy, the improvement of sensitivity
enables us to detect pregnancy at an earlier stage and
diagnose a viral infection case when the number of viruses is
smaller after infection and drugs are more effective. Let me
explain a little bit more about the introduced technology.



The licensor of the technology was a small company with
then 13 employees based in Boston, named Tropix. The
CEO of the company was a chemist, Dr. Irena Bronstein.
When Fujirebio contacted Topix to be licensed for the
technology, Dr. Bronstein was very friendly to me and
allowed me to touch the compound under development
before we signed the contract. Some companies in the
US and Japan seem to have contacted Tropix but they
liked the fact that we were passionate in evaluating their
technology, which was the adamantyl dioxetane compound
(AMPPD), a dioxetane luminescent substrate that enabled
chemiluminescence through activation via enzymes. The
existing chemiluminescence methods included the methods
leveraging such organic solvents as hydrogen peroxide,
alkali and fluorine, and the methods leveraging water-
soluble chemicals like peroxidative agents. The typical
chemiluminescence reaction used for diagnostic drugs
included what utilized POD as an oxidative enzyme similar
to luminol reaction and acridinium luminescence based
on alkali which labeled illuminants directly, both of which
produced luminescence out of compounds based on external
chemical energy. This new technology was based on a new
molecular design containing chemical energy, luminescent
compounds, enzyme reaction components, and stabilizers in
one compound without leveraging external energy. Unlike the
existing technologies, it was a highly stable chemiluminescent
substrate which could mitigate the energy loss in producing
luminescence and become luminous based on the dissolution
of alkaline phosphatase enzyme named AMPPD.

I will give you some background on the lawsuit based on
court records. In 1983, Dr. Bronstein met Dr. Shaap, professor
of Wayne State University, at Gordon Research Conference
and discussed the possibility of applying the dioxetane
compound to immunity measurement and DNA measurement.
Dr. Bronstein was invited to a joint project by Dr Shaap,
signed a non-disclosure agreement on February 26, 1986,
and disclosed the chemical structure of the compound to Dr.
Shaap. She asked Dr. Shaap to jointly synthesize the designed
compound but there was a schism in their understanding of
the agreement. Dr. Bronstein focused further on the theory as
a specialist of physics and chemistry and Dr. Shaap was keen
on experiments as the expert on organic synthesis. Since the
difference in their standing was too great, they terminated
their collaboration and entered into a stark conflict. Unaware
of these circumstances, Fujirebio signed an option agreement
with Tropix.

After that, Dr. Shaap filed a civil lawsuit against Tropix in
the state of Michigan. Dr. Shaap had established a company
named Lumigen and Wayne State University of Michigan
supported him and gave all-out support to the lawsuit. The
plaintiff and the defendant claimed basically the same things,
i.e. default on the non-disclosure agreement, fraudulent use of
confidential information, plagiarism, unauthorized publication,
etc. and entered into a long six-year trial. Lumigen, the
plaintiff, attacked Tropix, the defendant, assisted by one
lawyer with a five-lawyer team based on the support from the
university.

Fujirebio started the negotiation with Tropix in February

1988. But it later turned out that Lumigen had filed a patent
application one week earlier than Tropix. We also found
out during the option agreement term that Dr. Shaap had
published a paper on the dioxetane compound in a scientific
journal. It was six months before the agreement expiration
and I could imagine that Dr. Shaap had already filed a patent
application. Our company went through a lot of heated
discussions after I explained the situation, but based on the
strong support from the founder, we were able to obtain the
license. We succeeded in commercializing and operationalizing
the technology in four years.

Based on the 6.5-year trials in Michigan, the claim made for the
technology by the plaintiff was rejected and the verdict was
given to the effect that the plaintiff had infringed and stolen
the defendant’s technology. The Detroit News immediately
picked up the story and reported excerpts from the 133-page
trial records. It was also reported that there existed significant
plagiarism, frequent thefts of other people’s ideas, and
cover-up activities by Dr. Shaap. Dr. Bronstein and Tropix
completed the nine-year conflicts on the property rights of the
compound against Dr. Shaap and Wayne State University this
way. It prompted students of Wayne State University to stage
demonstrations against the fraudulent activities involving their
professors and others, which affected the personnel actions by
the university.

Tropix had a settlement with Lumigen and did not enforce
any injunctions, so they were able to recover the cost for the
over six year trials. Tropix was acquired by PerkinElmer
immediately after the completion of the lawsuit, offering
huge wealth to the people involved. Currently, the AMPPD
compound is being manufactured by Applied Biosystems,
now a part of Pekin Elmer. On the other hand, Lumigen
was acquired by Beckman Coulter. Right now, the dioxetane
luminescent substrate is broadly used world-wide and the
automatic immunity measurement system leveraging AMPPD
is being used not only by Fujirebio, a pioneer, but also by
major manufacturers including Beckman Coulter, Siemens,
and Olympus. By the way, this measurement method is not
limited to clinical tests and applied to the screening tests
of transfusion medium conducted nation-wide against eight
infectious diseases including HIV.

Questions & Answers

Question (Floor)

I retired from a position in the drug manufacturing business
and I am currently working in the food industry. I was once
involved in the research of antibodies. In the pharmaceutical
industry, approval and authorization is a big challenge. It
is also a big issue to license the patent. I want to ask if we
can use the basic research data on soft materials for the
application of approval. Also, I want to ask about the details on
how royalty changes based on the progress of basic research.

Question (Harashima)

I want to ask you to explain whether you can use your
original clinical test data for the negotiations in another
country and how far you can use the data you used for the
application for approval.
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Answer (Takayanagi)

In licensing the technology for drugs, the license for know-
how for the data you need for approval has significance other
than the patent. At the nonclinical test phase, you can use a
part of it to obtain approval. In order to proceed with clinical
tests, however, it is difficult to use the clinical data since you
proceed with the tests both in Japan and in the US. Approval
is limited to each country and you go through tests separately
in each country. But I suppose there are some data you can
use in both countries. The value of license fees fluctuate
depending on the research stage. The later the stage, the
higher the license fee. Also the competition principle works
and makes you try to obtain the license at an early stage, so it
has an impact on your negotiations.

Answer (Harashima)
As for the concrete license fee, the rule of thumb is the
further the research phase, the greater the fee.

Answer (Kasahara)

Diagnostic drugs are categorized into three groups. 1) When
both the measurement object and measurement method are
new, you need huge clinical test data to obtain approval.
2) When you combine a new measurement object with an
existing measurement method, you can show the efficacy with
the clinical test data on the measurement object. On the other
hand, if the measurement method is new, you have to show
the validity of the method. 3) When you work on the existing
method, you have only to show the data as for the relation to
the existing approved object. As for the research stage and
license fee, you should naturally take risks and preemptively
obtain the license if the value is unchanged. Large companies
closely study this point first, but smaller companies can trust
their intuition and get committed to the license.

Question (Floor)

I have one question on generic drugs. As patents expire,
generic drugs begin to be distributed. I myself had
experiences of coming up with side effects after taking
generic drugs and stopped taking them. From an IP licensing
perspective, could you comment on the direction of generic
drugs?

Answer (Takayanagi)

From a management perspective, we try to take this as a
corporate strategy, thinking about how generic drugs come
out after the expiration of the patent and how we should
enrich our pipeline of new drugs. As for the drugs currently
sold or researched, we are always aware of the strategies on
development and patents with a strong sense of the timeline,
caring about how we will prolong the life span of our patents.
The sales of generic drugs have different impacts depending
on the country. In Japan, due to the issues on the insurance
system, you do not see a huge decline of preceding drugs even
after generic drugs are sold. In that sense, from a business
perspective, we keep our eyes on the generic drugs all the
time and care about the quality and stable procurement of the
preceding drugs.

Question (Floor)
My understanding is that generic drugs have their patents
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already expired. Are there some generic drugs whose patents
are still valid?

Answer (Takayanagi)

The patents have been expired for them. As we go back to
the preceding drugs, one of the reasons their sales do not drop
after the new drugs are commercialized is that many people
want to continue to use the drugs they have been using for
a long time. Also, as generic drugs are commercialized, the
pricing for the preceding drugs go down.
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“IP Due Diligence in M&A Transaction”

Moderator

Nobuyuki Nagata (Partner, Intellectual Property Group, Deloitte Touche Tohmatsu LLC)

Panelists

Hiroshi Akimoto (CEO, Intellectual Property Strategy Network, Inc.)

Yoshihiko Fuchibe (Attorney at Law, TMI Associates)

Nobuyuki Oda (Senior Vice President, Deloitte Tohmatsu FAS)

Nagata

Through the course of daily work, I get the impression that
IP is getting more and more important from the point of view
of M&A. This in turn makes the evaluation, close inspection,
and review of IP all the more important to the decision
making process of business management. Recent years have
shown an increase in the number of M&As that deal with
the departments in large enterprises handling cutting edge
technologies. In such an M&A, it is necessary to consider IP
from multiple angles.

Akimoto

First I would like to start by explaining the pharmaceutical
industry. After that I would like to touch on a company that
was established on 1 July 2009. Pharmaceuticals differ greatly
from other products since they deal with the sustenance of
life, health and welfare of the nation’s people and as such are
considered part of national strategy.

Further, only a small portion of pharmaceutical research
and development or IP in general becomes commercialized.
Therefore, in order to create one product, all the cutting
edge technologies of the surrounding areas become bundled
together, and nearly 20% of the company’s sales are invested
in research and development.

Next I would like to explain the pharmaceutical industry.
Until around 1994 there were considered to be three centers:
Japan, the US and Europe. However by 2005, Japan's share
had decreased considerably. In fact, Japan's pharmaceutical
industry felt significant alarm about the situation, citing
predictions of the Japanese share decreasing to 9%.
Unfortunately this prediction came true in 2008. There is an
“others” group and these are the BRIC countries. China is
expected to reach 2nd in the world for GDP within the year.
Both China and India have large populations. The Chinese are
pushing forward with a 10 year national plan to develop its
pharmaceutical industry. India also has announced its national
strategy target to be pharmaceuticals after developing IT.
In recent years, the patent office is claiming the existence of
five centers, not three. With this global situation in mind, how
should Japan consider IP and M&A?

I would like to consider M&A in the context of today’s
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main topic, the pharmaceutical industry. Why M&A? The
need to incorporate basic research is one reason. Others are
the fortification of research topics and pipelines, creation
of synergy with outside products, targeting a new market
area, increasing market share, increasing cost efficiencies in
research and development, raising the cost performance of
overhead costs, etc.

Innovation happens in numerous fields. It is impossible to do
basic research with just your own company, even for those like
Pfizer, GSK or the large Japanese pharmaceuticals. Therefore
a virtual mutual research scheme becomes necessary, and this
is where IP becomes important.

IP requires efficient information management from the
research stages. Patents require the construction of a
patent portfolio from the early stages of research and for
commercialization of a global trademark. Interaction with
other corporate entities and use of your own patents must
be thought out. It is therefore important to tie IP into the
thought process when you map out your sales, and research
and development strategies.

To explain the difference between IP in the pharmaceutical
industry and other industries, in other industries the
image is that your corporate patents exist within a sea of
patents belonging to other corporations. In contrast, with
pharmaceuticals, because your corporate patents are at the
core of what you do, and your corporate patents are easy
to evaluate. Therefore, you take part in IP related activities,
evaluate the value of your IP, and evaluate your corporate
assets. This means translating the value of your IP into
financial terms, and this is very important in M&A as well.

When considering new business levels, including the
evaluation of IP, what should the academia, venture
businesses and corporate entities think about? IPSN is a
company that was started just for such a purpose. It provides
consulting on how to manage IP at universities and venture
businesses, helps to translate university research into IP and
aids in the commercialization process. It can even be said that
this company was created to plant the seeds of strategies that
can stand up to global scrutiny. It manages the whole process
starting from the step before acquiring the patent. Nurturing



human resources is also an important agenda. In Japan, there
are very few people who consider strategy as a life cycle. The
same can be said on an Asia-wide scale as well. The growth of
Asia is remarkable, but still lacks networking. The creation of
an Asian network is also an important goal.

Nagata

In Japan where the domestic market is stagnant, the creation
of added value through IP is indispensable. Next I would like
to ask Mr. Fuchibe to speak.

Fuchibe

I would first like to talk about the position of IP in M&A and
the importance of IP in M&A. There are large enterprises
that understand the importance of IP in M&A as well as small
and medium enterprises or venture businesses that do not. Up
until recently there was a lack of lawyers with the knowledge
to perform IP due diligence, but the numbers finally have
increased to acceptable levels.

First let me explain the importance of IP from the point of
view of M&A. In recent years there is an increasing trend
to try to make use of IP in combination with that of other
companies. There is even an increase in the number of
M&As where the main object is IP. Therefore unless the IP
is properly researched and protection methods are prepared,
the initial goal cannot be met. It is for this reason that due
diligence becomes important. IP due diligence has a tendency
to be put off toward the end of the process, but it is crucial to
include IP in the process from as early as possible.

By definition, due diligence is the research done on a company
by a prospective buyer with the cooperation of the subject
company, to ascertain if any problems exist, as part of the
final decision making process. On occasion this can be done by
the seller side as well.

Let me give a more concrete explanation of what sort of
research is performed. Intellectual property due diligence is
performed from multiple angles. Intellectual property due
diligence is a cumulative result of legal, technical, financial and
tax research due diligence. Therefore a team is created with
professionals from each of these areas.

Next let me touch on some of the consideration points for
research. Intellectual property is an immaterial asset, making
entitlement unstable, and therefore it becomes an issue as to
whether valid research can be done within the chronological and
physical restrictions. To add to this, since extremely sensitive
facts will be disclosed, it is necessary to be prudent about how
much to disclose and at what stage to do so. If the M&A is to
go south, there is a limit to how much disclosed information can
be retrieved, so timing of disclosure is extremely important.

The greatest risk is conflict and rights infringement. The risk
of rights infringement against and from third parties must
be carefully inspected. Of course, in many cases the issue is
settled before going to court in the form of royalty payments,
but this varies between countries and preparation of a risk
management solution that meets the situation is necessary.

There is a limit to how much can be discovered in the
research mentioned above, and a contract serves as a
guarantee. However, in cases where the company goes
bankrupt, contracts are voided as well.

Representations and warranties are where most disputes
about IP occurs, and it is common practice to have a
guarantee that there are no issues, and sue for compensatory
damages later on. With an escrow, a set amount of money is
pooled against possible future liabilities and damages.

As you can see, IP has many aspects that can cause problems
in an M&A situation. It is for this reason that due diligence
and the use of area specific specialists with legal knowledge is
so important.

Nagata

So the evaluation of IP that is key to the success of M&As
becomes more and more important, as does the necessity of
doing it at an early stage.

Oda

I support IP due diligence from the point of view of the
business and finances. Today I would like to talk about
the procedures of due diligence. First I will explain the
importance of IP during M&A, followed by an explanation
of the due diligence process and finally how to reflect the
validation from due diligence post merger.

Within the process of M&A, due diligence has a place in the
preparation stages of the implementation plan. It has always
been our belief that due diligence with the post acquisition
integration in mind must begin while the actual transactions
are still in process. This is because the findings will affect the
form management takes after the acquisition.

Next, I would like to discuss how IP affects each of the
processes. For execution, in a carve-out type of deal, due
diligence becomes necessary to ascertain whether the
necessary IP can be secured when cutting out part of a
company or department. Finally in the past merge state,
involvement in the management of IP becomes necessary.

I am often disappointed to see that the departments deeply
involved with IP are asked to participate only in the final
stages of the execution. I believe they should be involved at
as early a stage as possible. For the due diligence of IP, I have
always stated the necessity of verifying its future value and
not just the financial and legal due diligence which verifies its
past value. It is important to research and consider whether
IP that is important to the business can be incorporated and
be made to bloom.

There are 2 phases to IP due diligence. The first is a desktop
due diligence and this is the preliminary research. The
research is done before the target is approached. Analysis
and validation is done mainly on publicly available information
concerning the target company. By researching public
information, one can focus on the important points once onsite.
Phase 2 is this actual onsite due diligence.
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Let me first start by explaining the flow of desktop due
diligence. Here we need to work while keeping in mind how
the target positions its IP. Therefore, it becomes necessary to
understand the business summary. Next comes the analysis
of patents. The point to keep in mind here is to confirm what
sort of application strategy is being taken. It is also necessary
to confirm what kind of technology the target company has in
its portfolio. The final step is to analyze the patents position in
the outside world. Look at the target company’s characteristics
within the industry from an outside point of view. Analyze
to see what types of IP are important. By performing the
preliminary desktop due diligence in this manner, the
important factors can be highlighted from an early stage.

During the onsite due diligence, deep analysis of the actual
technology needs to take place. In cases where part of a
large company is being carved out, there can be cases where
the key technology is actually not included in the deal. It
is therefore crucial that the whereabouts of all pertinent
technology be understood.

It is also important to confirm where the resources that
support the IP are. In the IP due diligence, you confirm all the
material assets that can be used in the future.

In the end, in tandem with financial due diligence and
business due diligence, the validity of the future business plan
is verified along with closely considering whether there are
possibilities for converting to different business strategies.

In IP evaluation, those that have an apparent monetary value
are given that price, while those that are not are folded into
the contract. Further, through a due diligence that closely
studies the process, the synergy points become apparent.

An acquisition is nothing other than a business decision,
therefore in IP due diligence, it is important to understand
not only the patent itself, but also what sort of position that IP
holds within the management of the business.

Nagata

Due diligence is often carried out by company employees,
and in cases where the sales side focuses on a certain product
to take the lead in the M&A process, the technical and IP
aspects often get put off till the end. Sometimes it even results
in the main technology not being transferred. On the other
hand, in cases where R&D takes the lead, the focus is on
the technology, and the business aspects may be somewhat
neglected. In these cases, it can be extremely useful to bring
in a third party to verify the position of the technology and IP
within the business and the impact to the cash flow.

Questions & Answers

Question (Nagata)

In a situation where it is difficult for even large enterprises to
do it on its own, where are the current bottle-necks in R&D
strategy and IP strategy? Where should venture businesses
and academia be positioned?
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Answer (Akimoto)

The strategy for IP must be in line with the business
strategy. The most important point is what sort of business
it can be translated to. In large enterprises, human resources
are the key. They must consider their IP strategy based on
where their own core competence lies, and it becomes crucial
to nurture employees who understand this. Large companies
have a vast pool of human resources. So what of venture
businesses and academia?

In the case of venture businesses, there are only a handful
that are thinking in terms of a global strategy. If you have 1,000
bio-ventures, only about 100 are really valid, of which perhaps
5 will succeed if it receives investment. It is important to
evaluate, provide consultation and incubation for these
ventures from a global viewpoint.

In the case of academia, the first evaluation must be whether
the university’s work has been foundational research, and
whether it can be turned to business use. Then how to tie
the foundational research into industry must be considered.
Therefore consulting on the IP becomes important. IPSN also
provides research funds to fortify the IP.

Question (Floor)

I would like to ask a question of Mr. Oda. In the process of
choosing candidates, selection and screening in due diligence,
what would be the ratio between financial, IP and legal due
diligence?

Answer (Oda)

Considering that initial due diligence is done through publicly
available information, there is limited legal information as
opposed to an abundance of financial information. Therefore,
screening should be done based on finances and patent
information.

Question (Floor)
What sort of man-hour costs are we looking at to get to the
end of the process?

Answer (Oda)

That really depends on the scale of the deal. There are also
numerous ways of deploying resources, so there really is no
set answer.

Question (Floor)
What sort of time scale are we looking at?

Answer (Oda)

Again, it depends on the scale of the deal, but generally it
takes six months or more from the initial approach to final
agreement, even for domestic deals, and in cases of a strategic
acquisition, since the target company is not prepared for the
event, it can take much longer.

Question (Nagata)
To finish of, I would like Mr. Fuchibe to introduce to us risks
that have been highlighted in recent events.



Answer (Fuchibe)

In M&A cases between differing industries or overseas, big
infringement problems have been discovered, leading to a
breakdown in negotiations or the value decreasing. All the
more because the activities cross the boundaries of industry
or nation, the risk of IP infringement must be carefully
assessed.
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“How might the IP World be in the New Future?
~ Analysis of Forthcoming Patent Regimes

in Major Countries~"”

Moderator

Jinzo Fujino (Professor, Graduate School of Intellectual Property Studies, Tokyo University of Science)

Panelists

Masashi Kurose (Vice President, Patent Attorney, Kyowa Patent and Law Office)
Toshikatsu Imaizumi (Attorney at Law (Admitted in Washington D.C.), Ditthavong Mori & Steiner P.C))
Ken-ichi Kumagai (Professor, School of Law, Meiji University)

Fujino

Today's discussion is comprised of 3 parts. In the beginning,
as a keynote speech will be given on the situation of patent
amendments and proposed laws of major countries: China,
USA, Japan. In the discussion after that, first I shall announce
the forecast of EPO, which will be followed by a discussion
along the lines of the keywords. Then, I would like to hear
opinions from the audience.

Kurose

Today, rather than giving information on the Amended Patent
Law from the perspective of China, I would like to talk about
the Amended Patent Law as seen from Japan. The Patent
Law was amended in China and was effective from October
1, 2009. I want to consider why there was this amendment at
this time.

Previously, reforms were made in response to international
demands, but this time it was done because of demands by
industry in China. Now China aims at independent innovation.
China’s intellectual property increased by 20% from 2008 to
2009. The overseas filing rate also increased by 20%. In the
background, the Chinese government has been giving cash
rewards for PCT filings. As much as 7.5 million yen has been
granted per application. Looking at the 2008 results, it holds
the sixth place in the world in PCT patent applications. It
seems to be struggling to develop world-famous brands, but
it is steadily working to increase intellectual property right
intensive products.

China is trying to establish a socialistic state with a strong
ability to compete in overseas markets. Therefore, this
amendment may be considered an amendment based on
China’s industrial policy.

Stronger “control” is a unique concept of China. We can see
that the Patent Law Amendment has strengthened patent
control by the state. The amendment was consciously made
to prevent violation of rights and strengthen patent control,
in addition to giving enhanced protection. Military related
patents will be examined by the National Defense Patent
Office. Put simply, the strengthening of patent control is
related to the country’'s management of the socialist market
economy in China, which is a socialist state. In other words,

the patents are of course managed by the country through a
mechanism developed for this purpose.

In competing with Japan, the U.S. and Europe, China will use
its vast market and resources as a bargaining tool. One can
think of transactions in resources such as mineral wealth and
genetic resources, and technology. In addition, its mandatory
disclosure requirements for IT will be strengthened. The
mandatory Chinese technology standards will give priority
to use of products using China’s patents. Therefore, overseas
technology shall be introduced, absorbed, digested and re-
innovated. To give an example, China introduced Japan’s bullet
train and remodeled it, and now it is being sold in the country
and abroad as China’s high-speed railway. It is forecast that
there will be an increase in the filing of secondary patents
of these re-innovations. Therefore, even if Japan holds a
fundamental patent in China, it will be engulfed by a group of
secondary patents.

It is said that this amendment tries to balance of patent
protection and public interest. Thus its focus will be on
environmental and medical technologies.

From now on, China will follow the U.S. for its intellectual
property strategy. It will execute its intellectual property
policy using its advantageous position. It is likely that they
will have to resolve issues on the basis of WTO and TRIPS.
Now that there is a memorandum on the cooperation between
the governments of Japan and China regarding the protection
of intellectual property, there are hopes for its results.

Fujino

Since environmental technology is also the theme of this
seminar, I will introduce such cases on China in detail later,
and then discuss the future forecasts for EPO.

Imaizumi
Now I shall explain the background leading to the U.S. Patent
Reform Act. Then, I shall explain the points of the bill.

On entering the 21st century, problems of the Patent Act
which did not suit the current situation in USA were pointed
out. The U.S. Patent Office announced the 21st Strategic Plan
in 2002. Since the Patent Office cannot create laws, this plan
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took the form of amended rules. By this plan, the Patent office
was touted as aiming at market-driven intellectual property
rights, striving for the improvement of quality, and as
productive and responsive.

The issue of questionable patents was a problem for the
FTC in 2003. One proposal was third party objections after
a patent is granted. The second proposal was to reduce the
criteria for proof when claiming a patent invalid in court.
Thirdly, from the perspective of patents with questionable
patentability, a proposal was made to clarify the Standards
of Obviousness. Moreover, since the income of the US patent
office was incorporated into general accounting and no budget
was made, a proposal was given to hire examiners and build a
system to resolve this issue. The publishing of all applications
was also proposed.

In 2004, an organization formed by five governmental groups
raised claims regarding the problem that the Patent Act does
not suit the current situation of economic and legal changes,
and they submitted proposals. First, the Patent Office should
be open to new technologies, and should also be familiar with
the issues. Thus they suggested the need to build a system to
obtain external advice and information. The second proposal
demanded obviousness. The third was about third party
objections after a patent is granted. Then, legal amendments
were proposed for cases of lawsuit disputes regarding the
psychological state of the interested parties. Finally was the
proposal of harmonization of Japan, the United States and
Europe. Common examinations are already in progress to a
certain degree. It was proposed to shift to the first-to-file an
application principle, from the first-to-invent principle which
was only applied in the US so far.

The current bill was first submitted in the 109th meeting
(2005 and 2006). In this, the above mentioned two proposed
measures were considered significantly. HR1260 and S515
were submitted in 2009.

Concretely speaking, the shift would be “Shifting to First-
to-file system,” but practically, it is a correction to the item
of novelty. “The First-to-file system” has been implemented
by taking the date of invention as the filing date. The
filing date and the priority date are different, but when an
application is filed in U.S. based on the application filed in a
foreign country, the priority date of the U.S. will be the day
it was filed in the foreign country. Article 103 is also revised,
following the changes in Article 102. A proposal was made
to limit calculation of damages by the entire market value
rule, which raises the damages. For willful infringement, the
Seagate decision was written into the bill, and the criteria
for recognizing willful infringement were made more strict.
The system for objections after a patent was granted was
newly established to improve the quality of examinations.
Information provision by third parties is also included as a
means of improving the quality of examinations.

The issue of legal jurisdiction was not included in the Patent Act
amendment, but it is thought that the problem of patent trolls
was focused on. The issue of legal jurisdiction was not in HR2795,
but it was faced starting with S3818 because of the social issues.
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Looking at the progress of the bill, since the debate on the
health care bills is the most important issue for the Obama
administration, other bills are likely to be delayed and the
progress of the Patent Reform Act will also be delayed. Since
the issue of calculation of damages is still being discussed, the
bill might not be passed until this is resolved.

Fujino
Now we would like to hear about the situation in Japan from
Dr. Kumagai.

Kumagai

I shall start with the history of the Patent Act of Japan. This
is the 125th year since the Patent Monopoly Act was enforced,
and the 50th year since the current act was enforced. The
current Patent Act was formulated in 1959, and enforced from
1960. After the amendments in 1970 and 1975, the Japanese
patent system attained the level of developed countries. In
the 1980’s, the system was internationally harmonized. In the
1990’s, the system was frequently revised. From the late 1990's
to 2000, in addition to the international harmonization of the
system, institutional reforms aiming at prompt and accurate
protection of rights were implemented.

At present, since patents are also filed from abroad, speeding
up the examination process is a common global issue.
Various efforts have been made to improve the quality of
examinations, such as introduction of a control system, review
of the search system, and implementation of community
patent review. In response to open innovation, the registration
system for blanket licenses is being revised.

Finally, this is an issue from now on, but the Patent System
Study Meeting is working on issues for how the patent
system should be. There should be a proper balance between
four main issues: promotion of utility, achieving a user-friendly
system, efficient and appropriate resolution of disputes, and
patent protection.

In my personal opinion, while revising a system, sufficient
discussions which include proposals from a neutral point of view
as well as proposals made by stakeholders are necessary. In
addition, though harmonization of systems between developed
countries and developing countries is being promoted, it is also
necessary to consider the operational aspects of international
harmonization. Finally, this is a forecast of the future of EPO,
but the proposals made for how the patent system should
be amidst changes in society’s situation are also useful for
consideration in considering Japan's system. I think it is
important to consider the overall framework in terms of the
individual issues.

Fujino

Now I want to explain the future forecast announced by
EPO, which was submitted in April 2007. The amendment
movements of three countries in this announcement were of
course thoroughly reviewed by patent law experts, covering
bills and laws. However, in the future forecast of EPO, people
who have not specialized in patents have reported their views
of the patent system from outside.



The EPO report presents four scenarios. 1) “Market Rules™
Stuck under the current patent system, what will happen in
2025. Here, the industrial world will play the leading role. 2)
“Whose Game?”: BRICs have strength, and advocate rights
and interests which exceed restrictions of developed countries.
Here the key players are BRICs. 3) “Trees of Knowledge™
Portraying the vision of how 2025 will look from the civil and
social point of view. Here the key player is the general public.
4) “Blue Skies”: Portrays the need to appropriately protect
technology which contributes to the world. Here, technology
will play the leading role.

1. “Market Rules”

The report predicts that in 2010, a major reform of the patent
system will occur. There will be an increase in applications,
and it is estimated that the Patent Office will have mountains
of congested paperwork. In addition, in 2021, introduction of
the Community Patent by the EU is forecast. Also, patents
will be turned into assets, attract the attention of speculators,
and players connected to business interests will play main
roles.

2. “Whose Game?”

From the perspective of traditional North-South problems,
countries of the South were forced to submit to the North,
but are forecast to play a leading role in this scenario. Here
the important prediction is an accelerating shift to Asia. China
had reformed its system under external pressure, but is now
making reforms as a part of their own industrial reforms.

3. “Trees of Knowledge”

Discussions will speed up from here. Forecasts a reduction
of exclusive rights of copyright and that open source would
be extended not only to computers but also to biotechnology.
Opinions arise that it will better if there is no intellectual
property, etc.

4. “Blue Skies”

This is an image as of the world driven by good technologies.
For today’s global challenges, it has been discussed that the
patents should get the best technical solutions. Attention
should be paid to the predictions of 2015. If it becomes
like this, it will already become difficult with one company
monopolizing some rights. In such a case, patent trolls
will worsen the situation. These four scenarios provide a
background for the necessity of reviewing the existing patent
system.

Here, I shall discuss from the viewpoint of how to balance
rights and the public interest for green technologies. First, I
would like to present the precedent of a ruling in China.

Kurose

In this case, Japan is also a defendant, and the Fujian Higher
People’s Court passed a ruling that it will deny any cease of
patent infringement if environmental problems will arise from
the suspension of the patented invention. It resulted in restriction
of suspension of infringement, in view of public interest. Yet
the source of the doctrine to justify it is unclear. Though it has
no relevance to the U.S. eBay ruling, this is the general view in
China. The direction of lawsuits in China are gaining attention.

Fujino
In fact, review of the conventional method of patenting in
the eBay ruling was taken up as one argument of Blue Skies.
Imaizumi will explain the significance of the eBay ruling of
the US.

Imaizumi
Suspension is not limited to the patent system. Rather, before
the EBay ruling of U.S, only patents were receiving special
treatment.

Fujino
One more point is about damages. Can you explain the trends
in US. regarding this?

Imaizumi

There is a large gap between the pharmaceutical industry
and the IT industry. The “Entire Market Value rule” (EMV)
resulted in higher damages. While the intention of the IT
industry wants to control the amount of damages, on the
contrary, the pharmaceutical industry does not want to
reduce the value of the patents, and does not want to limit the
EMV rule.

Fujino

The intellectual property system is a system with costs.
Thus, in an era of steady market growth, the number of
applications will grow. But if the market growth rate is 0-1%,
it will become difficult to maintain a high cost system. This is
also connected to the large number of applications in China.
Dr. Kumagai would like to explain how the system should be
revised henceforth.

Kumagai

This topic is not meant for only the experts but should be
explained to all the people. As predicted by EOP, there is a
need to discuss the system from a wider perspective. Claim to
injunction is also being studied in Japan but, I think it should
be given more time and different people should be asked to
participate in the discussion.

Questions & Answers

Question (floor)

In the developing countries, great opposition to the right
to demand compensation for the transfer of environmental
technology is anticipated. For this situation, the response from
Japan is needed. But in today’s announcement, we do not see
a voluntary response from Japan. Maybe the National Policy
Unit of the new administration should consider a strategy for
intellectual property.

Question (Fujino)
What is the policy of China today?

Answer (Kurose)

Due to the high economic growth, China has a very well-
developed patent system. Various issues have been addressed
by the government.
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“Recent Patent Cases in the US, Europe and Japan and

Their Impacts on IP Practice”

Moderator

Chikao Fukuda (Attorney at Law, Fukuda & Kondo)

Panelists

Ronald L. Grudziecki (Partner, Drinker Biddle & Reach, LLP)
Heinz Goddar (Partner, Boehmert & Boehmert, Honorary Professor for Intellectual Property, Bremen

University)

Junichi Yamazaki (Partner, Attorney at Law, Patent Attorney, Miyake & Yamazaki)

Fukuda

On May 15, 2006, the U.S. Supreme Court produced a ruling
pertaining to the case of eBay. This session was planned in
this seminar due to that event. This is the 4th year since the
change in judicial precedent of the US Supreme Court, and
the corresponding trends in practices. Previously, comparative
studies of Japan and the U.S. were conducted. This time
Europe is also included in the study.

Mr. Grudziecki will talk about the present state of the Patent
Reform Bill in the U.S., the future outlook, as well as recent
judicial cases. After which Mr. Goddar will provide a report on
the intellectual property system, licensing, and infringement
in Europe. Mr. Yamazaki will speak about comparison of the
U.S., Europe and Japan.

Grudziecki

Was the 2009 the year of patent reform? The answer is No.
The question is, is this patent reform is truly necessary? Will
the reforms be made in 2010? First I would like to look back
at what happened in 20009.

In 2009, the Obama administration took power in the U.S.
Next, David Kappos was appointed as the Director of the
Patent and Trademark Office. David Kappos is a patent
attorney. He is a person with a good knowledge on patent
matters and very much supports patent reform. David Kappos
appointed Sharon Barner, and Robert Stoll as executives of
the U.S. Patent and Trademark Office. The first thing David
Kappos did was to withdraw the Continuing Application /
Request for Continued Examination (RCE) rules draft.

However, there has been no movement of the legislative
bills at all in 2009, and that situation is likely to continue in
the foreseeable future. This is because healthcare reform
is the highest priority issue for the Obama administration.
In addition to any activity in Afghanistan or Iraq and until
healthcare reform is completed, it seems there will be no
movement on the Patent Reform Act.

The controversy in 2009 was about the definition of what
is subject to patent. In the Bilski case, it was ruled that if a
machine is not used nor an object transformed, it cannot be
recognized for a patent. A plea was made to the Supreme
Court and it is presently awaiting the final ruling.

Also it is remarkable that in the Prometheus Laboratories
v. Mayo Collaboration case, the Federal Circuit Court of
Appeals overturned the invalid decision of the District Court.
On comparing it with the Bilski case, it was judged that the
object was transformed in this case.

Next, the question was taken up whether; “Obvious to try”
will become the litmus test for patentability. In the KSR
case, “Obvious to try” is not applicable to an unpredictable
technology like biotechnology, but in the case of Kubin the
Federal Circuit Court of Appeals ruled that there is no limit
to the target for application.

Next, I would like to shift to the arguments on payment
of damages. In the Lucent v. Gateway case, it was a case
related to a patent for the Microsoft Outlook Program; the
jurors found the patent valid and infringed and calculated the
royalty amount. However, in the appellate court the payment
of damages was vacated and remanded. The entire market
value rule was not applicable, and an appropriate amount
which was less than the suggested royalty damage payment
was given as proper.

One more case was the I4i v. Microsoft case. The point I
would like to bring to notice in this case is that the judge
granted an injunction against the sale of the product. The
Federal Circuit Court of Appeals also approved this. This
means that the patent’s validity, infringement, payment of
damages, and even injunction against sales was approved.

On comparing with the Lucent vs. Gateway case, it is thought
that in the viewpoint of payment of damages by the appellate
court there was a step back. It would have been better
to create a precedent which would have made changes in
payment of damages in the reform act unnecessary, but it did
not make a ruling regarding payment of damages in I4i.

Cornell University v. Hewlett-Packard case is one more
example where entire market value rule was not applied.

In the Paice v. Toyota case, patent infringement and validity

was recognized, but regarding continuous royalty payment of
damages there was no basis for the amount.
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Fukuda
I would like to add one point. “Soushijoukachi” in Japanese
translates to “entire market value.”

Goddar

Firstly, I would like to speak about the recent patent cases.
There are 2 reasons for that. Firstly because I am a patent
attorney in Germany. Secondly because the relation between
European case law and German civic law must be looked
at, as 70% to 80% of European patent lawsuits take place in
Germany.

First I would like to introduce the lawsuits related to “selection
invention” of chemical compounds. This ruling is extremely
important to both scholars and the judiciary. For the past 20
years, the German Patent Court has been invalidating the
decisions of EPO regarding “selection invention.” If specific
chemicals are selected from inventions and combined, the
number of chemicals actually covered will be vast. For
example, if the invention selected is “copper” from “metals,”
EPO judged the invention is patentable from the viewpoints
of its novelty and obviousness. Under German rulings, such an
invention was not patentable.

In the Olanzapine ruling, this German precedent was
overturned. It was ruled that “selection inventions” are
novel. For practitioners, this was a dramatic result. One
reason is this can improve uniformity of the case law itself.
It can be considered as being uniform with EPO. Next,
when pharmaceutical companies are preparing for off-
patents, it has become easier to obtain patents by selecting
a specific compound. Thus the chemical compounds can get
an evergreen protection. Its effect is already seen. On 10
December 2009, also in the Lundbeck trial, patentability was
recognized as an effect of the Olanzapine ruling. The keyword
here is “Harmonization.”

In the ruling on obviousness of Olanzapine, it was first ruled
whether there was a motive regarding a recent public case. If
there was none, the criteria became whether the motive was
found in the general knowledge that business. The German
Patent Court is closer to the ruling of the KSR vs. Teleflex
case, while EPO is closer to U.S. precedent before the KSR vs.
Teleflex case.

Also the general understanding about “Orange Book
Standard” is that if one holds a license from the patent holder,
not only is payment of the license fee necessary, but it is also
necessary to deposit the royalty fees in an escrow account.
This is the condition for injunctive relief. The interesting thing
is that under German case law, the patent holder possesses
injunctive relief rights, but the court many times denies this.
If there is balance between the patent holder and licensee,
and proper royalty fees are being paid, then injunction relief
will not be granted in some cases.

Since the Hitachi decision, both in Germany as well as EPO
a liberal understanding of patentability is recognized. In
the combination of hardware and software, novelty and
development is considered but there is a necessity to think
about hardware and software separately.
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Fukuda

The topic of “selection invention” has come up in Mr. Goddar’s
speech. On top of the novelty and inventive steps of the
patent, even on applying for a subordinate concept of the
broader concept, generally it is thought as not patentable.
However, in the case of “selection inventions,” subordinate
concepts which can give unpredictable results may be
accepted as “selection inventions.”

Yamazaki

I would like to introduce what would happen from the
perspective of the Japanese patent practice. Last year, there
was a talk on this theme focusing on the U.S. case law.
Primarily, the eBay and KSR cases were taken up. Even
though in the eBay case, patent infringement was present, it
was adjudged that injunction was not necessarily accepted.
In Japan, it is clearly stated that if there is infringement,
injunction can be provided. That is not the case in the U.S.

In the example of the KSR case, if conventional TSM
(Teaching, Suggestion, and Motivation) is not recognized, then
regarding the statement that the patent which is the object
of examination is not obvious, the Supreme Court ruled that
it was too narrow. Namely, the precedent broadened the
criteria for obviousness. After that, regarding the Bilski case,
the ruling was that if usage of machine or transformation
of object is not involved, then it cannot be a patent. In the
Seagate case with intentional infringement, when the payment
for damages was three times the amount, what is the criteria
for deciding whether it was intentional or not was argued. As
long it was not “Reckless” infringement, it was decided that it
was not necessarily intentional infringement.

In the Bilski case, business method was the problem. Business
patents also temporarily created a fuss in Japan. In Japan, the
focus is on the target program. In Japan, a program is treated
as an invention of a thing. Consequently, even if novelty and
inventiveness are questioned, patentability is not put out of
mind. In Japan, patent assessment of business methods is only
done for about 1 in 10 to 1 in 7 cases.

If we consider the Prometheus example in Japan, as it is a
method it is impossible to patent it. Japan has a precedent
on dictionaries. A dictionary which is searchable even if
the spelling is not known is recognized as patentable. For
example, the example is that even if it involves a mental
process, taking into account that something like a dictionary
is possible, it is recognized as patentable.

Regarding the obviousness argued in the Kubin case, if
obviousness is being tested, then that invention may be
recognized as self-evident, which was a harsh U.S. precedent
for patent holders. What is the criterion for inventiveness in
Japan? Even in Japan, the criteria are shaky, but has an IP
High Court precedent related to simplicity of concept.

Regarding payment of damages, I would like to explain about
the entire market value rule. There is a way of thinking
that the value of payment of damages should be based on
the component value with respect to the value of the entire
device. How much value the small part holds with respect



to the entire device becomes the basis for the decision.
In Japan, there is no such rule, and a contribution ratio is
used. Depending upon the contribution ratio, the amount of
damage is decided. However it is not a criteria, but is the free
conviction of the court.

Next on examining the Olanzapine case, in Japan, “selection
invention” is recognized as both an examination criteria
as well as a case precedent. If an unpredictable effect is
recognized in the broader concept, patentability is recognized.
This resembles a use invention. Use invention means utilizing
an invention for another purpose.

Inventions in Europe become inventions after being examined
by EPO. It becomes an invention for the entire EU, but its
validity is argued in each country. Therefore this includes the
possibility of it becoming invalid. Consequently, recently there
is a movement to create an actual EU patent. At present,
there is a single entrance but multiple exits.

Simplicity of concept is a Japanese invention. In the US,
the Graham Rule was applied in KSR, and inventive step is
the practice in Europe. But in Japan, regarding simplicity
of concept (inventiveness) judgment, the problem solved
is focused on, and from there onwards thought is given to
whether it is an invention or not. There is an affinity with
EPO.

Regarding injunction, there are precedents of denial of
injunctions in China. There was an infringement regarding
exhaust gas desulphurization equipment. In view of public
interest, the injunction was denied. How far an injunction
must be granted will be a global issue.

Questions & Answers

Question (Fukuda)

I would like to ask a supplementary question. It seems the
new U.S. law will not be passed for a while, but I understood
that the patent office is in favor of it. What is the opinion of
the business community?

Answer (Grudziecki)

Everyone generally agrees on the reform bill. However,
there was opposition between the high tech group and
the pharmaceutical group. There are opposing views on
compensation and proceedings after granting of rights.
Everyone is waiting to see whose side will Director Kappos
be on - the high tech side or the pharmaceutical group? That
is exactly why the reform bill has not succeeded for 5 years.

Question (Fukuda)
What is the plan in Europe for proceeding with unification of
the patent system in the EU?

Answer (Goddar)

There has been no progress since 2003 in the EU patent
unification policy. This is because of the problem of language.
It has been pointed out that the community patent cost will
increase if it is translated into each country’s language. Until
the problem of language is resolved, it is said that the EU

patent unification policy is just a facade.

Question (Fukuda)
I would like to ask Mr. Grudziecki whether entire market
value is being mitigated.

Answer (Grudziecki)

It is, generally. This area is also being considered in patent
reform. It may be recognized for hybrid car transmission, but
for smaller components it is difficult.
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“Present Situation of University IP Management and Human
Resources Development to Promote Industry-University
Collaboration in Japan, China and Korea”

Moderator

Yoichiro Sata (Professor, Chief Director, Office of Intellectual Property Management, Organization for
University-Industry-Public Cooperation and Innovation, Yamaguchi University)

Panelists

Yongbin Jiang (Deputy Director, Overseas R&D Management Office, Tsinghua University)

Wan Sik You (Visiting Scholar, Cornell Center for Technology Enterprise and Commercialization)

Katsuhiko Shionoya (Professor, Director of Intellectual Property Division, Office of Cooperative Research
and Development, Tohoku University)

Sata

Until now the focus had been on nurturing intellectual property
managers, industry-academia coordinators, and students. How
to expand that in order to raise the awareness for intellectual
property in the researchers and university staff who invent
the seeds of industry-academia cooperation is something that I
am personally interested in. In fact in Korea and China, many
industry-academia joint initiatives have taken university-born
technologies and successfully transferred them to industry. In
this session I would like to study this phenomenon.

Industry-academia joint initiatives have been successful.
However, only 20 or 30 percent of university professors
are interested in industry-academia cooperation. The other
professors are focused on writing papers as a way to present
their research findings. If, however, these professors were to
apply for patents before presenting the paper, it could lead
to technology transfer. It is quite possible that we have been
missing a treasure trove.

With that in mind, I would like to persuade professors into
the following direction. 1. When deciding on a research theme,
consider not only past achievements and beliefs, but also the
direction and needs of the industry. 2. Take any research
findings that may have industrial applications and apply for
patents before presenting them in papers. 3. Toward applying
for a patent, cooperate in follow-up experiments in order to
create ample working examples. 4. Participate in industry
promulgation events and exchange information with advisors
(AD) and coordinators (CD) who are attempting to bring
together academia and industry.

Shionoya

I would like to introduce the analysis of the current situation,
necessary undertakings and new initiatives. At Tohoku
University, from a long-standing school spirit of encouraging
practical sciences, patent applications were always actively
pursed, even before incorporation. Intellectual property
belongs to the University as a rule and is centrally managed
and used. Besides that, there are policies such as intellectual
property being used for the benefit of society, industry
cooperation reinforcement, the creation of new knowledge
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through the use of existing intellectual property, intellectual
property protection, speedy utilization, and transparent
operations. Every year we have about 500 applications, and
the domestically approved patents have leveled at about 400
per year. The annual income is about 50 million yen.

Now we move on to our future challenges. One is the
quality of the patents themselves. The areas that patents
are being applied in vary widely and it is hard to build up
know-how in the intellectual property department. Next are
the problems that occur from the University not being the
actual commercializing organization. University operations
do not have the general market in mind on a daily basis, and
therefore cannot make regulations and adjustments that go
in line with the current industry trends. Also since patent
application happens at the leisure of each professor and come
individually, it becomes very difficult to manage them as
a group portfolio. Further, in cases of joint application, the
University is often left with the short straw when negotiating
remuneration. There is also the human resources problem.
Though handling of intellectual property requires a long-term
view, personnel assigned to intellectual property management
are usually fixed-term employees, and even when full-time
employees are assigned they are subject to inter-department
moves after two or three years. There are also problems
stemming from the researchers as they have a tendency
to prefer joint application with companies. Finally the lack
of participation in seminars and a general distrust of the
intellectual property department are also problems.

Having explained the background, I would now like to
introduce several initiatives we are trying out. One is the
patent basket. Currently we have a joint development project
with 14 companies and Tohoku University where the patent
portfolio is centrally managed. The intellectual property for
foundational technology is managed by the University, while
the intellectual property for practical application technology
is managed by the companies. The strong points of the
University and the companies are showing a synergistic effect.

On the corporate side, they can share in the intellectual
property of foundational technology, allowing them to



efficiently develop and obtain intellectual property for
practical application technology. Of course the risks are
also dispersed. On the University side, they can obtain the
intellectual property know-how of the companies, and at the
same time generally improve on all intellectual property-
related skills in tandem with corporate researchers in an OJT
fashion.

In other initiatives, there is venture business support. Here
too, the intellectual property mindsets of the researchers are
nurtured in OJT. There are cases where intellectual property
know-how is transferred from the University intellectual
property department to the venture business’ intellectual
property manager.

Jiang

Chinese universities are faced with basically similar issues. Let
me explain about Tsinghua University’s intellectual property
management system, R&D strategy and intellectual property
education.

For a cooperative strategy, the following three are being
carried out. 1. Widen the boundaries of knowledge through
University education, 2. improve research abilities through
science research and thereby improve the quality of papers, 3.
contribute to society and reap the benefits indirectly through
social improvement. This is our way.

Private enterprises seek a partnership with the University
that has a higher level of confidentiality than that with a
competitor. There are positive side effects of recruiting and
an improved corporate image as well. Commissioned research,
joint research, framework contracts, joint labs, all are possible
types of collaboration under the flexible stance of Tsinghua
University.

Tsinghua University also already has contracts with 24
provincial governments and this number is probably number 1
in China. The University also has comprehensive agreements
with over 70 municipal governments. For partnerships with
overseas companies, for example as a Japanese enterprise,
there is a cooperative agreement with Toyoto.

Next let me introduce the subject of technology licensing.
Here it is crucial to clarify definition, royalties, due diligence,
licensing, compensation, liability indemnity, and conflict
resolution.

There are also compensation clauses to consider. Here
“mutually-beneficial” becomes the keyword. Normally
Tsinghua University cannot guarantee non-infringement,
marketability, or other specific requirements, but it does
guarantee that the license is unique and has not been made
available in other contracts.

In intellectual property education, the Tsinghua University
contract template is offered as study material. As part of the
intellectual property rights education, students are offered a
regular course, a summer program and regular symposiums.

You

I would like to talk about the Korean Patent Office’s policies,
and other topics such as the Patent Management Advisor
Program. I will first explain the current Korean university
situation, the Korean Patent Office’s policies, and the Patent
Management Advisor’s policies, after which I will provide
some example cases.

A university’s knowledge accumulation lies in its research.
In Korea, 70% of all researchers posses a doctor’'s degree.
Original research is actively pursued alongside foundational
research. Patents in general are increasing and applications
from universities are increasing as well. Further, when
considering productivity specifically in universities, a research
study by KRF in 2007 showed that Korean productivity was
higher than that of the US. From this, there can be no mistake
that Korean universities have a sufficient foundation for the
creation of intellectual property.

Now I would like to explain how intellectual property is
managed in Korean universities. In the year 2000 a law was
passed encouraging the licensing of technology. However,
when compared to a US university TLO average total staff
count of 9.5 persons, 4.6 of which are licensing specialists,
Korean universities have only 4.6 staff with 1.0 specialists.
From this we can see that though Korean universities have
a sound intellectual property foundation, there is a serious
lack of human resources to support this. To further aggravate
the situation, as the application rate increases in Korea, the
cost of management also flares. Especially in the universities,
management costs are increasing. This works to pinch the
budget for the TLO.

Next let us see if all of this activity is leading to profits.
Unfortunately the current situation in Korea is that though
technology transfer occurs, the remuneration is very little.
The rate of technology transfer is as low as 2.0%. Also at
Seoul University, the productivity of technology transfer is
0.8%, whereas at Colombia University in the US it is 21.9% and
likewise 26.5% at NYU. You can see from here that utilization
of intellectual property as well as its management are points
that require improvement at Korean universities.

Now I would like to discuss a project for patent management.
KIPO aims to boost the utilization of intellectual property.
KIPO encourages the disclosure of patents so that R&D efforts
do not overlap. As a government aided project, KIPO provides
patent office inspectors and private enterprises’ intellectual
property professionals as advisors to the universities in order
to reinforce the intellectual property levels and IT related
education. The goal is to improve and heighten awareness
about intellectual property among the researchers and
students at the universities. Besides holding education courses
at nine graduate schools, there are 56 university programs
related to intellectual property rights. Since having a strong
intellectual property foundation is useless unless the rights
are properly protected, filling the gap is also one of the big
goals.

Let me explain in more detail about the Patent Management
Advisor Project. The advisor provides consulting to the
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university about the way patents work and explains
government policies. They also provide information about
inventions made by employees. By providing this knowledge
to university staff and related members, it supports the
universities ability to build its own intellectual property
strategy.

At this point, industry specific databases become important.
Research on patentability also makes use of this database and
it helps with evaluating technology transfers as well.

Finally I would like to introduce the example of Inha
University. I was there before as a patent management
advisor. As a way of encouraging the creation of intellectual
property, I held seminars. I held eight seminars as well as
taught a class for graduate students. I also took part in the
initiative to standardize IP and suggested an invention work
report which would help increase the ability to conduct
technology transfer.

The Korean Patent Office has implemented many policies, but
the Patent Management Advisor Project, which structuralizes
the dispatching of patent office specialists, is an example of a
successful initiative. The dispatching of advisors is very well
taken by the universities, and by the 2" year, the universities
have started to send dispatch requests.

Questions & Answers

Question (Sata)
What kind of person should the advisor be? Is there someone
other than the inspector?

Answer (You)

Other than the inspectors at the patent office, there are
lawyers, and people who are experienced in the industry. The
average age is about 40.

Question (Sata)
With the exception of age, Japan is about the same situation. I
would like some opinions from the panelists.

Question (Shionoya)

In the case of corporate employees educating students, an
industry-academia cooperative agreement is preferable, but
is there no worry that the company would take the lead and
cause a conflict of interest?

Answer (Jiang)

In China the situation is much the same. There are cases
where companies will approach the universities looking for
great profit. But in most cases being mutually beneficial is
considered important. I will say though that in the case of
Tsinghua University, if being mutually beneficial can be
assured, compromises can be made. We make sure to tell the
other party that we are interested in a long-term partnership.
We have them visit the university with that understanding,
and try to build a trust relationship.

Question (Sata)
It is not just the university that must be trusted; the

1 90 Report on the International Patent Licensing Seminar 2010

enterprises must gain trust as well, don’t they? Would you be
open to a deal if say a Japanese company were to suddenly
pay you a visit?

Answer (Jiang)
We have indeed opened our gates to Japanese companies. In
fact one third of our partnerships are with overseas entities.

Question (Sata)

There are statistical findings that say when a Japanese company
does joint research with universities, the funding amount differs
greatly with domestic universities and overseas universities.
Regarding Japanese companies that come to Tsinghua
University for joint research, is the funding large or small?

Answer (Jiang)

I don’t think it would be a small amount. It really is all about
whether the university and the company can agree on the
budget requirements. A project is created through joint
efforts.

Question (Sata)

In the case of Tsinghua University, are there cases where
the university presents a required funding amount to the
company?

Answer (Jiang)

Our university has its own unique strengths. So we negotiate
with the companies based on what we are superior at. If the
research field is one in which the potential partner is strong,
of course then in that case their say will become stronger. It is
really important to understand where you own strengths are.

Question (Floor)
I would like to ask about incentives for the researchers.

Question (Sata)
That it a question that should be asked of all the countries.

Answer (Jiang)

At Tsinghua University, if the researcher cannot afford the
patent application fee, the university will assist with funding.
Domestic application fees can be covered with this fund.
However in the case of overseas applications, the possibilities
of commercialization are carefully scrutinized first, and then
funding may come from the faculty to which the research
belongs to.

Answer (You)

In Korea, depending on the circumstances, the university
may compensate the researcher with benefits of one form
or another. A promotion is one example. Of course for a
promotion, there must be a sufficient basis, but the number of
accepted applications is definitely an evaluation factor, and is
accepted as the professor’s accomplishments.

Answer (Shionoya)

Application and industry joint activities are in the educational
evaluation categories. Also if you actively pursue industry
joint activities you can receive indirect evaluations through
extra funding from corporate partners.



Question (Sata)

I think educating professors is something all universities find
difficult, so I would like to ask China and Korea what sort of
effort they put in here.

Answer (Jiang)
Interested professors participate on their own accord, but
those who aren't are difficult to motivate.

Question (Sata)
Any questions from the floor?

Quesiton (Floor)

I would like to ask Tsinghua University, when your university
does joint research or commissioned research, are there any
differences between when the technology transfer is domestic
or overseas?

Answer (Jiang)

The percentage of contracts for technology transfer with
overseas partners is actually low, and the contracted
payment is also not too high at present. Care must also
be taken to confirm whether the technology itself has any
export restrictions. Further, in case of technology transfer to
foreigners, they must have a local agent. In other words, a
third party contract becomes necessary.

Question (Floor)
Could you explain what you mean when a third party
contract becomes necessary?

Answer (Jiang)
The Hewlett Packard case is one example.

Summary (Sata)

Reviewing the situation in Korea, I felt that the role of the
advisor was quite large. I think we should learn about the
various situations overseas and work to improve industry-
academia cooperation as much as possible. Also, I would be
like very much to see a tri-party cooperation in relation to
industry-academia cooperative ventures.
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“Current Situation and Future Issues for IP Management

in the R&D Consortium”

Moderator

Sadao Nagaoka (Professor, Institute of Innovation Research, Hitotsubashi University)

Panelists

Akihiko Ishitani (Representative in Japan, Interuniversity Microelectronics Center (IMEC))
Takahide Inoue (Special Advisor, Center for Information Research in the Interest of Society, University of

California)

Yutaka Takei (Senior Vice President (IP / PR / Standardization), BEANS Laboratory)

Nagaoka

We have today as guests 3 researchers from consortiums
that are renowned in Japan and the world. I would like to
ask them what the future holds in store for us. I would like
to start by simply explaining consortiums in Japan and the
US, and presenting to you a problem. Following that, our 3
specialists will introduce to us each respective consortium’s
mission, management and intellectual property management.
We will follow up on that with a debate.

R&D consortiums can take many forms. The cooperation
between people who are in a position to supplement each
other, join in a vertical collaboration. Besides that, there can
be industry-academia collaborative ventures and collaboration
between competing enterprises. These are the 3 classifications
we will use today.

In an inventors’ survey in Japan and the US, in both countries,
about 10% of inventions are created not within a single
organization but in a joint environment with an outside party.
Cooperation with a supplier is at about 7-8% in both countries.
Collaboration with a competitor is rare, again in both Japan
and the US. Industry-academia collaborations are at a little
less than 3% in both countries.

Collaboration is not necessarily just joint invention, but can
taken with a wider definition of outside cooperation. This
type of non-joint invention outside cooperation is actually
seen about 30% of the time in both Japan and the US. Vertical
collaborations are common, collaborating competitors are rare.
The importance of open innovation is stressed, but in reality
collaboration with outside organizations are very common.

For a consortium to succeed, there must be a pull for research
and development as well as a pull for commercialization. If
only R&D is considered important, institutional architecture
not suited from the point of view of commercialization may
be introduced. Also if there is a risk of one of the parties
free riding, the other parties will also fail to pull their weight.
In order to resolve these issues, the need for powerful
management that can divide the fruits of success, and clearly
define exclusivity and ownership of areas is highlighted.

Though in both Japan and the US, 10% of inventions come
about through collaborative ventures, in the US exclusive

ownership is common and cases like in Japan where even
the intellectual property is jointly owned is rare. Where and
how to draw the line between exclusivity and sharing is
an important problem. There is also a need to define best
practices that match your consortium type and mission.
With that as an introduction, let us now go into case-based
presentations.

Ishitani

IMEC is doing cooperative research with enterprises. Today
I would like to introduce IMEC’s history, what we develop,
and intellectual property management. IMEC was originally
established in 1985 as the new electronic engineering
department for the University of Leuven. Receiving funding
from the Flanders Provincial Government and the European
Media Program, it has many researchers doing research in
various different fields. IMEC is growing into its position as an
organization halfway between a university and an enterprise.
Today’s theme is collaborative research with enterprises.
IMEC has students in Doctor’s courses and corporate
exchange students.

Next let me explain IMEC's research. IMEC is known for
its success in the semiconductor field. It does however do
research in a large variety of fields. Today I will talk about
the consortium on semiconductor technology.

One of IMEC's strengths is that it has a pipeline that an
enterprise could not posses. Going forward, in order to have
other field research go independent, there are building plans
for new facilities.

Now I would like to explain the handling of intellectual
property within the consortium program. IMEC writes up
a research proposal paper and solicits for participants. In
the research proposal, the intellectual property involved to
start of with and the expected intellectual property to be
obtained from the successful completion of the research are
stipulated. An enterprise, once it has paid the entry fee gains
commercialization rights to all of the patents created by the
collaborative effort. In other words, it is a concept that allows
for a large gain from a small amount of work. However, it
does not mean that everything is shared. The possibility for
an enterprise to use IMEC facilities to carry out confidential
research is an existing merit.
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IMEC does not want to be in a position of competition with an
enterprise. An enterprise, once research is completed, receives
no interference from IMEC regarding the use of patents that
it has gained access to.

IMEC aims to be able to decide on its own on which course
of research it wishes to pursue. Though the data is from 2007,
most of its revenue comes from enterprises.

Currently the consortium is enjoying great success, but times
are changing. Semiconductor device technology will need
to include architectural technology as well. The future will
present a need for a new intellectual property management
style, and IMEC is in the process of considering how to meet
this.

Nagaoka

I would like to ask just one question. Within the collaborative
research done at IMEC, where is the boundary between what
is shared and what is researched in secret? Also, why is it
necessary to leave the possibility of exclusive research?

Ishitani

Anything written into the proposal is shared; anything else
is the territory of the individual enterprise. The possibility
of exclusive research is an incentive for participation. IMEC
possesses one or two of a kind equipment and there are many
enterprises that wish to perform secret research using them.

Inoue

I would like to talk to you about the CITRIS Research
Structure from the point of view of connecting intellectual
property to society in this age of intellectual property
pervasion. Part of the acronym CITRIS is “Interest of Society,”
but what does this mean? It means to resolve the issues in
society so that people can lead a better lifestyle. CITRIS is
deeply interested in how intellectual property can help in this
cause, and what is missing.

CITRIS' goal is to realize a plentiful and sustainable society.
It aims to involve itself even into those areas that cannot
be translated into money. I would like to talk to you about
intellectual property management from the 10 years
experience that we have gained. This can be summarized as
the interaction between push type intellectual property and
pull type intellectual property.

Society’s issues can only be challenged when the whole
process from foundational research to the exit where the
results are fed back into society are linked together. Take
the medical field for example. Doctors, nurses and families
administer services but what is that service exactly is hard
say. Even if you were to try to become a bridge between
research and society, society itself is hard to comprehend.
Who represents society? It is necessary to do research by
incorporating mechanisms that represent society, but that
is a huge challenge. There also needs to be a place where
collective knowledge can be wielded. In our case, CITRIS is
that place. Therefore leadership is provided by CITRIS, but
this presents many day-to-day challenges.
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Researchers and investors work hard to create intellectual
property for profit, wealth and fame. On the other hand,
society itself holds much that can be called intellectual
property or lore. By combining the two, we create intellectual
property that can give birth to social innovation.

Since CITRIS is a university institution, research is done not
only by professors, but also by students as well. Besides them,
there are numerous research centers that participate. Society
also needs to be included into this group.

So how can the concepts I have been explaining be brought
to realization? As a tool to amalgamate collective intelligence,
it is possible to focus on the crossroads between technical
problems and social problems. There are research centers
that have been made since the start of CITRIS and CITRIS
does incubation for new research themes as well.

After receiving authorization from the California State
Assembly in 2006 and 2007, IMEC has been contributing
to the improvement of social services in various areas
through semiconductor technology. In India, we created an
ophthalmology clinic in a poverty stricken region. This is
the type of role that cannot be filled by a profit pursuing
enterprise.

What path does intellectual property take to help the
world? University research is taken by an enterprise and
commercialized. This is a common path. But as in the example
of the poor Indian village without even a doctor, there are
areas that enterprises cannot reach. Another problem is,
regarding intellectual property, who is the creator and who is
the beneficiary? We live in a society overflowing with intellect,
and therefore intellectual property can be born anywhere. It
can be said that it is almost like lore or wisdom. The current
technological developments reflect the users’ experiences.

Finally, I would like to say that an intellectual society is
an age of intellectual property exchange. If we can figure
out how to embed intellect (intellectual people) into social
innovation, I believe it will lead to innovations in intellectual
property management.

Takei

BEANS is officially called the Hetero-functional Integrated
Device Technology Development Project. Today I will start
by introducing the BEANS project to you and then explain
the way intellectual property, the most important of its
achievements, is handled.

MEMS (Micro Electro Mechanical Systems) holds it goals in
creating new devices suited for the environment, medical care
and safety areas by adding value and thereby increasing the
market. We believe this is possible by integrating disparate
fields. The first generation handled MEMS as a single function
system. The second generation went to multi-function and
in the current third generation we are trying to create the
hetero-functional integrated device.

The technology that makes the revolutionary MEMS 3"
generation devices possible is the process technology. In



the BEANS project, there is no specific target device. This
is because we are hoping for a process technology that is
applicable to fields we had not even imagined.

Next I will explain the research structure. In the BEANS
project, we take the best parts of the centralized research
method and the distributed research method. It is our stance
to make use of any possible existing infrastructure. We
are in the middle of a 5-year project with 130 people. In an
environment where specialists from differing fields work side
by side in the same room, the integration of disparate fields
happens naturally.

From here, I would like to move on to the main topic,
intellectual property management. We have each of the
centers compete against each other in the number of
intellectual property, and set a quota for minimum annual
patent application number. The ownership of the intellectual
property goes to the institution to which the researcher
belongs. The fees are carried by the research institution,
though universities are an exception to this.

Since the BEANS project is a national project, the basis is that
the results are made open. However, being too open may lead
to lowered motivation on the part of the participating parties.
In order to maintain motivation while keeping openness,
currently we take a centralized management method. Non-
exclusive commercialization rights with a sub-license are
given to the patented intellectual property. This management
method is currently undergoing review.

The patent is prioritized to the point where press publication
is withheld if the application is not done. The creation of
patent maps and patent portfolios are used for feedback when
setting an R&D theme.

The future issues of intellectual property are mostly those
that have to do with being a national project. Cost is a big
issue, especially where patent applications overseas are
involved. Due to obtaining an intellectual property producer
from INPID, the researchers’ general awareness of intellectual
property has increased. The culture of producing results in
terms of intellectual property beside the normal papers is
gradually catching on. The practical application of the created
intellectual property is also a left over issue. There is also the
fact that intellectual property activity is often not seen to be
research.

Questions & Answers

Question (Nagaoka)
What does CITRIS think of intellectual property rights?

Answer (Inoue)

We are not particularly focused on the money making aspect
of patents. It is our stance that those who are interested are
free to make use of it.

Question (Nagaoka)
How does this relate to the TLO?

Answer (Inoue)
The TLO agrees with CITRIS way of thought, that is
intellectual property is there to be used, not to make money.

Question (Nagaoka)
I would like to ask Mr. Takei, currently is there no possibility
of exclusive use rights?

Answer (Takei)

Basically exclusive rights are not given. If the requestor
really wants near exclusive conditions, we may make
accommodations by raising the royalty payments or
demanding preferable conditions to the union.

Question (Floor)
What is the goal for patent application in BEANS?

Answer (Takei)

Just plodding away at research and development will
not create any intellectual property. Enterprises second
researchers to us and bear the costs. The merit for them in
doing this is the patents. Also for an enterprise that has no
expertise in a new genre, it is an opportunity for them to
research alongside domain experts.

Comment (Floor)

This is just a comment, but for an independent administrative
institution, the exit strategy is most important. I was given
much to think about in terms of not only us and enterprises,
but also us and society.

Question (Floor)

After the IMEC project is over, will it be possible to maintain
the validity of the patents? How is BEANS considering the
handling of commercialization conditions after research and
development is over?

Answer (Ishii)
If by that you mean whether IMEC patents are useful, then
yes, I believe they are.

Answer (Takei)

Though BEANS also focuses on applying for patents, we
believe that only the cross-over areas are left. All other areas
are already flooded with patents and we do not think patents
will lead to money. A patent package that would appeal to
other enterprises would be only when the field is specific.
Currently we have no real policy regarding this.
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The Total Number of Participants: 2,513
The Number of Respondents: 707
Response Rate: 28.1%
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1. Overall Questions

MHow did you get information about the seminar?
(Plural answers are possible)
The number of answers available: 803
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Is the timing of holding the seminar appropriate?
The number of answers available: 663
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2. Plenary Speeches/Opening Forum

M How was the content of Plenary Speeches / Opening Forum?
The number of answers available: 732
(The total of the answers for multiple programs)

Was the duration of Plenary Speeches/Opening Forum
appropriate?
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3. Panel Discussions

(M How was the content of Panel Discussions?
The number of answers available: 1,305
(The total of the answers given for multiple questions, it
exceeds the number of respondents.)

Was the duration of Panel Discussions appropriate?
The number of answers available: 1,269

(The total of the answers given for multiple questions,
it exceeds the number of respondents.)
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