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WELCOME
By Jessica Landacre, IPO Executive Director

It has been a busy second quarter for the IPO community. The pandemic continues to remind
us of the important role intellectual property plays in solving
problems. In 2020, we released a video tribute highlighting the
contributions of member companies to the fight against
COVID-19. These companies did everything from donating
time, supplies, and financial resources to eradicate the
pandemic to collaborating to share IP and expand
manufacturing capacity. The collaboration and hard work
continue, and IPO takes great pride in the role its members
have played.

Last year a proposal emerged in the World Trade Organization
to waive certain IP rights related to COVID-19 in the Trade-Related Aspects of Intellectual
Property Rights (TRIPS) agreement. In May of this year, the U.S. announced support for
“waiving intellectual property protections for COVID-19 vaccines.” As WTO debates the
necessity and scope of any proposed waiver, IPO continues to do its part to address falsehoods
and present the facts around the issue on Capitol Hill and to government agencies. Earlier this
month, /P Watchdog published an op-ed by IPO President Dan Staudt discussing the issue.
Ultimately, IP is not the barrier to accessing life-saving drugs and related inventions; rather, IP
creates necessary incentives for companies to take risks in developing products to protect our
health and safety. We have also been active in recent legislation on Capitol Hill weighing in on




the U.S. Innovation and Competition Act. It incorporates, among many other provisions, the
IDEA Act, which will be pivotal in collecting demographic information about patent applicants
to better facilitate increasing diversity in the patent system. Read more about this massive piece
of legislations as well as the Shop Safe Act and the Trademark Modernization Act in Sam
Aguayo’s Policy Update.

IPO committees have been as busy as ever. The Asian Practice Committee continues to weigh in
on IP developments in China, particularly through its analysis of proposed changes to IP laws
and procedures. Our Diversity & Inclusion Committee has planned multiple webinar series for
the IP Chat Channel that advance the discussion of diversity and inclusion in the IP Profession.
(If you missed an IP Chat Channel webinar, you can view on demand here. The European
Practice Committee is assisting IPO in weighing-in on issues relating to ever-evolving practice
issues in that region, while our Latin American Practice Committee is helping IPO members
track the latest IP developments in Brazil. Members of our Industrial Designs Committee,
International Patent Law & Trade Committee, and International Trademark Law & Practice
Committee have represented IPO at WIPO meetings on significant topics.

At the same time, our harmonization team has attended meetings of the Industry Trilateral and
with the IP5 Heads of Office. They continue to try to move forward issues such as more
extensive acceptance of e-signatures, the implementation of a global assignment of patent
rights, and harmonization of drawing requirements.

IPO Education Foundation continues to highlight through its programming the innovative
contributions made by, for and within underrepresented communities. This year the
Foundation has partnered with the IPO Resource Groups to create webinars for the Behind the
IDEA series featuring extraordinary individuals who have paved the way for others in the
innovation ecosphere. The Stroke of Genius™ podcast is in its fourth season. The most recent
episode titled “llluminating Overlooked Inventors” reached more than 3,000 listeners in two
days! Too many times throughout history, the genius of Black innovators has been overlooked
due to discrimination. This episode shares stories about women and people of color who made
amazing inventions and contributions to science.

Finally, after the successes of the 2020 virtual IPO Annual Meeting and the virtual IPOwners
Spring Summit™ in 2021, and based on feedback we received from IPO members, we have
decided to adopt a hybrid format for this year’s annual meeting. The LIVE + Virtual IPO Annual
Meeting will accommodate a range of health and safety concerns as well as travel budgets.
Both options will offer the same high-quality content. If you are eager and able to join us in
person in Austin, TX on Sept. 19-21, we look forward to seeing you there. If not, we will happily
connect with you virtually the following week. Either way, we look forward to another year of
thought-provoking discussions and connection with IP colleagues in September.



DECISION TO ABOLISH THE MINIMUM 10-YEAR TERM FOR PATENTS

By Gabriela Salerno, Montaury Pimenta,
Machado & Vieira de Mello and Luiz Edgard
Montaury Pimenta, Montaury Pimenta,
Machado & Vieira de Mello and current

President of the Brazilian Association of
Intellectual Property (ABPI)

After a long discussion involving a lengthy and
detailed vote of the Reporting Justice Mr. Dias
Toffoli, the Brazilian Supreme Court decided
that the sole paragraph of Section 40 of the
Brazilian IP Law is unconstitutional during the & :
last session held on May 6. This legal AN

provision allowed a minimum validity term of 10 years for patents of invention and 7 years for
utility models, counted from the granting date. After this decision, all patents granted will be
valid for 20 years counted from the filing date, regardless of the time spent by the Brazilian PTO
to exam the applications. In addition, the decision applies retroactively to already

granted patents related to pharmaceutical products and processes, as well as equipment and
materials for use in healthcare. This ex tunc effect of the decision also covers patents that were
subject to lawsuits challenging the 10-year rule filed by April 07, 2021, irrespective of the
technological field.

Actually, the main rule in Brazil is to grant patents of invention with a 20-year term counted
from the filing date as in most countries around the world, but the legal provision of the sole
paragraph of Section 40 of the Brazilian IP Law was established as an exception to guarantee a
minimum 10-year term in cases where the Brazilian PTO would eventually take a longer time to
issue a final decision. Unfortunately, the Brazilian PTO has been facing a huge backlog in the
examination of patent applications that has made this legal provision the main rule instead of
an exception. Thus, many patents were granted with a 10-year term counted from their
granting date, especially in the technical fields in which there is an excessive delay in the
examination. The chart below shows the number of pending applications based on the
technological area, which primarily affects the chemistry field:



Brazilian PTO current backlog based on the technological area
(updated on May 06, 2021)

Chemistry 0,023
Mechanical Engeneering 0,014
Eletrical Engeneering 0,012

Instruments 0,008

Others

0,004

On the other hand, although the current timeframe to issue a decision on the merits of an
invention is far from being reasonable, according to data provided by the Brazilian PTO, the
plan to tackle the patent backlog launched in August 2019 has proved to

be effective: approximately 89,000 applications were examined in almost two years out

of 150,000 applications pending examination, thus reducing the backlog

in about 60%. Additionally, according to the most recent update provided by the Brazilian
PTO, among the pending patent applications, 33% are already under examination (please see
the chart below). This means that by keeping this pace, the Brazilian PTO would probably be
able to solve the backlog issue in a couple of years and the 10-year rule deemed
unconstitutional would be indeed an exception to compensate patentees in cases where there
would still be an excessive delay in examination.
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Nevertheless, the public health issue raised by the majority of Justices prevailed over

the expectation of success of the plan to reduce the patent backlog and now patent owners in
Brazil need to deal with the consequences of this important decision, as discussed in the
topics below.

1. The immediate impact on patents related to pharmaceutical products and
processes as well as equipment and materials for use in healthcare.

The Supreme Court decision did not provide any information on how to determine whether a
patent relates or not to the group of cases defined as “pharmaceutical products and processes,
medical equipment and materials for use in healthcare”. Therefore, this classification is being
made by the Brazilian PTO, which published a communication a few days after the decision to
provide some clarification for patentees.

Initially, the Brazilian PTO clarified that the granted patents affected by the retroactive
effect will be reissued with the validity term adjusted in the BPTO Official Bulletin. In case of
patents for which the 20-year term counted from the filing date has already elapsed, the
extinction of the patent will be subsequently published.



In addition, the Brazilian PTO informed that the patents will be selected based on the following
criteria:

(a). Patents that were sent to the Brazilian Health Surveillance Agency (ANVISA) for

prior consent;

(b). Patents having the following IPC classifications: A61B, A61C, A61D, A61F, A61G, A61H, A61J,
A61L, A61M, A61N; HO5G (technologies associated with medicine according to WIPO);

(c). Patents having the following IPC classifications: A61K/6, C12Q/1, GO1N/33, G16H;

(d). Patents having a published lawsuit decision (decision code 19.1); and

(e). Granted Certificates of Addition.

Based on the above, the Brazilian PTO started to re-publish the patents affected by

the retroactive effect of the Supreme Court decision on May 24. More than 3,000

patents already had their term reduced so far and more patents will be published with adjusted
term in the next weeks.

2. The validity of patents that cover both subject matters included and
excluded from the above criteria (a) to (e).

A relevant aspect raised by some patentees refers to patents that protect both subject

matters included and excluded from the retroactive effect of the decision. As the Supreme
Court did not cover this particular situation in the decision, patentees are not sure if they can
consider that the reduced validity of some patents will only affect the scope of protection that
falls under the ex tunc effect of the decision, namely the ones covered by the above criteria (a)
to (e). In addition, the way this partial validity of one aspect of the invention over the other
would work in real life is also obscure. It is likely that the Brazilian PTO will not decide this issue
and, thus, patentees would have to claim the partial validity before Courts.

3. The effects of reduction/expiration of patent term on licensing agreements.

As previously mentioned, the Brazilian PTO had to reissue many patents in an urgent basis to
comply with the Supreme Court decision. However, a significant number of patents

has just expired after the adjustment made by the Brazilian PTO. This unpredicted

expiration raised a discussion on legal uncertainty since patentees had a certain expectation of
term for their patent portfolio that has been suddenly extinguished by this decision. An
immediate impact is faced by patent owners that had the expectation of licensing their
technologies. Although the decision stated that already existing contracts would not be
affected by the reduction or expiration of patent validity, this is not true for future agreements
or even for agreements in course. In practical terms, since many patents will have

a shorter validity from now on, the profit made by patentees with their assets can be drastically
reduced.

4. The most affected patents in Brazil belong to universities and research centers.



It is not uncommon to hear that the patent system benefits multinational companies,
especially during the pandemic, but this is not what the statistics show. By declaring the sole
paragraph of Article 40 of the Brazilian Patent Law unconstitutional, Brazilian universities and
research centers, such as UNICAMP, UFRJ, USP, Embrapa and FAPESP had 182 patents with
reduced validity as well as 03 patents expired, meaning that their contents are now available to
be freely exploited in Brazil. Sdo Paulo University (USP) is one of the most prestigious Brazilian
university and is facing the consequences of the expiration of a patent related to the

drug Vonau Flash® - a very effective medicament to treat nausea and vomit. The royalties
received with this drug corresponded to 90% of the university total income with IP in 2019. In
addition, USP has a notable patent portfolio of more than 1,300 patents and the total revenue
with the commercialization of these assets amounted to 3.44 million BRL in 2018.

5. The situation of lawsuits that challenge the Brazilian PTO rejection decision in
Courts.

In Brazil, whenever the applicant does not agree with a final decision on the rejection of a
patent application, it is possible to file a lawsuit before the Federal Courts to challenge this
decision. However, since these lawsuits involve the discussion of a technical matter and the
Brazilian judges are not specialized in the technological areas under discussion, it is necessary
to have an expert appointed by the Judge, who will analyze the technical aspects of the
invention in view of the Brazilian IP Law and issue an opinion on the merits. Consequently,
these court actions may take many years to be decided. In view of this scenario, applicants that
currently have pending lawsuits with this scope are concerned about cases in which the BPTO
rejection decision is finally overruled in Courts, but the patent will be granted with a very short
validity or even expired. The Supreme Court decision is silent about these cases and it is
possible that some lawsuits be abandoned due to lack of purpose.

Conclusion

Based on this Supreme Court decision, it is expected that other consequences will

be experienced by patentees in the short- and medium-terms. In most of the situations
described above, patentees will need to go before Courts as an attempt to have their rights
preserved. The Brazilian PTO is also impacted by this decision since the pressure over the PTO
tends to increase without the relief provided by the 10-year rule. Therefore, patentees may opt
to file lawsuits requesting expedited examination of their applications in order to get a decision
from the Brazilian PTO within a reasonable timeframe.

Although there are still some gray areas that must be addressed by the Brazilian PTO or even by
Courts, it is undeniable that a major consequence of the decision taken by the Supreme Court is
that the inefficiency of the government in providing the expected technological support to

the BPTO resulted in impacts to patent owners. Consequently, the IP community is analyzing
the options to minimize the damages caused to patentees and one of the goals now is to

have the financial autonomy of the Brazilian PTO implemented by the

government. Additionally, there are some remedies that can be used in these cases such as the



above-mentioned lawsuits to expedite the examination of pending applications and
even a consultation to the Brazilian PTO in the event the applicant believes that one or
more patents should not be affected by this decision because they do not actually refer
to pharmaceutical products and processes, or to equipment and materials for use in
healthcare.

IPO EDUCATION FOUNDATION PARTNERS WITH THURGOOD MARSHALL
COLLEGE FUND ON THEIR PITCH COMPETITION

IPO Education Foundation board

members participated in The Pitch, a three-day
competition held by strategic partner Thurgood
Marshall College Fund, in which 50 HBCU students
compete to develop an app-based solution to ,”;'DFtCh
business, social, or educational problems. Over the il
three-days, students attended sessions to learn

business strategy, how to pitch an idea, and new to THE PiTCH COMPETITION

this year’s event, intellectual property! BART KiCK OFF!
EPPENAUER (Shook, Hardy & Bacon LLP), RICHARD

WATKINS (Medtronic, Inc.), and JON WOOD MAY 25 - 28, 2021
(Harding University) kicked off the competition with o

a session on the fundamentals of intellectual 1A MARSHALL

property. Mr. Wood explored how IP plays a critical
role when developing a business strategy. Mr. Watkins shared an example of a Medtronic App
patent that he prosecuted, and Mr. Eppenauer discussed the intellectual property involved in a
famous Tik Tok video that went viral.

Teams worked virtually to develop their own idea and create a pitch for the judges. Each pitch
included the problem their idea would solve, including financial and user projections as well as
a competitive analysis. BUCK de WOLF (General Electric) and JOHN CHEEK (Tenneco Inc) served
as judges for the final pitches made by the students. Students had seven minutes to pitch their
ideas followed by three minutes of questions from the judges. “The teams fit in a lot in those
seven minutes” Mr. Cheek commented, “It was great to see the creativity of the students and
how well they did with so little time.” The ideas that were pitched by the students ranged from
an app to promote fitness, health, and positive body image to a drone system to recycle
cardboard and an app to raise money for an HBCU of your choice. Mr. de Wolf added that the
pitches were “thoughtful and creative and energetic and well prepared. | was particularly
impressed given the short days they had to prepare.” The Foundation seeks additional strategic
partners to promote innovation and creation by, within, and for underrepresented
communities. For more information or to get involved contact KRISTEN LURYE

at klurye@ipo.org or 202-507-4502.



