JAPAN: EVIDENCE COLLECTION AND TRADE SECRETS

How is evidence
collection and
trade secret
protection
managed during
litigation?

of
analyses the different ways of
handling evidence collection
during patent litigation as well as
the management of trade secret
protection issues that arise as a

result

Litigation procedure and situations
where evidence collection and trade
secret protection become an issue
Dispositions on the collection of evidence prior to
the filing of an action (Code of Civil Procedure, Ar-
ticles 132-2-132-9) is a tool to collect evidence be-
fore filing a lawsuit. However, they are not used
in practice because they are not coercive and po-
tential plaintiffs do not want to be known by oppo-
nents regarding potential filings. Preservation of
evidence (Code of Civil Procedure, Articles 234-
242) can be used before and during the lawsuit to
collect evidence. After filing a lawsuit, the obliga-
tion to clarify specific circumstances (Patent Act,
Article 104-2) may urge the accused infringer to
disclose their conduct. The submission of docu-
ments (Patent Act, Article 105) exists. The court
can use in camera inspection (Patent Act, Article
105(2)) to examine whether an obligation to sub-
mit exists.

Parties who are urged to disclose trade secrets
by these evidence collection procedures can avoid
trade secret leakage by confidentiality protective
orders (Patent Act, Article 105-4) and restrictions
on inspection to preserve confidential information
(Code of Civil Procedure, Article 92). 37
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JAPAN: EVIDENCE COLLECTION AND TRADE SECRETS

“As the order compels the
party to submit a secret
which they definitely do not
want their direct competitors
to know, the court should
carefully examine whether it
is necessary evidence for a
judgment, and the possibility
of a fishing expedition or an
abusive application”

Details

Preservation of evidence

Preservation of evidence is a procedure to exam-
ine the evidence in advance and preserve it when
it would be difficult to use the evidence if waiting
for the official examination of the evidence in the
lawsuit. It is used in medical malpractice cases
but rarely used in intellectual property cases. Ac-
cording to the Tokyo District Court IP depart-
ment’s statistics, the number of filings of
preservation of evidence was nine in 2013, five in
2014 and one in 2015. Preservation of evidence is
not coercive, thus a respondent can refuse entry
to the factory and submission of inspected evi-
dence if legitimate reason to refuse the submis-
sion due to the existence of the trade secret. Trade
secret protection is not sufficient as in practice
confidentiality protective orders cannot be issued
in the preservation of evidence before filing a law-
suit. Bad example exists. This applies when a
court does not have an 1P department videotaped
inside a factory without limitation and recorded it
in the inspection minutes.

Submission of documents

Submission of documents is a special rule of obli-
gation to submit documents (Code of Civil Proce-
dure, Article 220) in which the court orders
parties to submit documents when they do not vol-
untarily submit them.

The number of motion for submission of docu-
ments was around 50 in 2015 at the Tokyo District
Court IP department. As the number of new filings
annually is around 330, motion for submission of
documents is made in one in around 6.6 cases.
The number of motions for submission of docu-
ments to prove infringement and to prove dam-
ages are almost the same, but the former is a little
bit larger than the latter.

For the submission of documents to be issued,
both the requirements relating to necessity and le-
gitimate reason to refuse should be satisfied
(Patent Act, Article 105(1)).
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For the motion for submission of documents to
prove infringement, to avoid fishing expeditions
the court held petitioner should prove, prima facie,
reasonable doubt of infringement and cautiously
examined the necessity requirement. Order for
the submission of documents are issued many
times to prove damages, however, for proving in-
fringement they have only been issued in two
cases and generally the necessity requirement is
denied. A judge explained the reason why almost
no orders for submission of documents were
made. As the order compels the party to submit a
secret which they definitely do not want their di-
rect competitors to know, the court should care-
fully examine whether it is necessary evidence for
a judgment, and the possibility of a fishing expe-
dition or an abusive application. Judges are facing
difficulty controlling the situation. However, re-
cently the judgment of March 28 2016, IP High
Court (Presiding Judge Shimizu) held that prima
facie proof of infringement itself is not required
but prima facie proof of reasonable doubt of exis-
tence of infringement to dispel the possibility of a
fishing expedition or an abusive application is suf-
ficient, and thereby lowered the threshold of the
necessity requirement. Whether the issuance of
submission of documents to prove infringement
will increase from now on should be paid atten-
tion to.

When judging legitimate reason to refuse sub-
mission, the court should compare the necessity
for trade secret protection and the necessity for ev-
idence. Containing trade secrets is an insufficient
reason to refuse submission but disadvantage,
which cannot be avoided by confidentiality protec-
tive orders, is needed as submission of documents
is designed to be used with confidentiality protec-
tive orders. Legitimate reason to refuse submis-
sion may not exist if infringement is found by in
camera inspection.

In camera inspection

In camera inspection allows the person who pos-
sesses the document to disclose the document and
only the judges to review it to examine whether
submission of documents should be granted. In
camera procedure is rarely used, but a judgment
of March 28 2016, IP High Court (Presiding Judge
Shimizu) used it, which attracted attention.

The in camera procedure was restricted to judg-
ing whether legitimate reason to reject submission
exist. The 2018 Patent Act amendment allowed in
camera procedure to judge whether documents
are necessary to prove infringement or calculate
damages. According to this amendment, for exam-
ple, in camera procedure can be used when the
structure of the product in question is in dispute
and the defendant alleges that they cannot disclose
the structure of the product due to it being a trade
secret. If the party who submits documents for in
camera inspection agrees, the court can disclose
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documents to technical advisors and seek their
expert opinion (Patent Act, Article 105(4)).

Confidentiality protective orders
Confidentiality protective orders prohibit briefs
and evidence which contain trade secrets from
being used for any purpose other than conducting
litigation and from being disclosed to any person
other than the one who is subject to the confiden-
tiality protective order. Thereby, confidentiality
protective orders help prevent trade secrets being
disclosed in the litigation procedure heightening
trade secret protection.

The number of issued confidentiality protective
orders is small. In the Tokyo District Court, the
numbers were one in 2008, three in 2009, one in
2010, three in 2011, five in 2012, four in 2013, two
in 2014 and one in 2015. The reason for this small
number is a severe criminal sanction against vio-
lation of the order. As confidentiality protective or-
ders impose heavy burdens on parties, attorneys,
and courts, in practice the court carefully exam-
ines whether a non-disclosure agreement and an
inspection to preserve confidential information
are sufficient, and judges whether confidentiality
protective orders are necessary.

The first confidentiality protective orders were is-
sued in a pharmaceutical patent infringement case
(judgment of September 15 2006, Tokyo District
Court, Presiding Judge Takabe). A generic drug
maker filed a motion for confidentiality protective
orders regarding the information (test method,
standard, etc.) described in the written application
for import approval of a generic drug submitted to
the Ministry of Health, Labour and Welfare to ex-
amine the identity of a brand name drug approved
under pharmaceutical affairs law. The court issued
confidentiality protective orders.

Confidentiality protective orders can be issued in
a preliminary injunction (judgment of January 27
2009, Supreme Court). Explanatory sessions
should be held carefully if confidentiality protective
orders have been issued. Technical advisors come
with a risk of contamination and therefore are not
easily selected. The attendance of company person-
nel is also difficult. Attorneys subject to confiden-
tiality protective orders need to avoid including
information about trade secrets subject to the order
in briefs submitted after the order and should be
cautious not to orally mention trade secrets at the
hearing. The effect of a confidentiality protective
order remains until vacated, thus companies
should keep the contact information of company
personnel subject to the order irrespective of their
movement and retirement so that companies can
ensure that the order is being complied with.

The scope of the people subject to the confiden-
tiality protective order is an issue. If company per-
sonnel is subject to the order, contamination risk
arises and it is practically impossible for that
person to conduct business related to the develop-
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ment of that product. If the documents are subject
to attorneys’ eyes only under a US protective
order, subjecting company personnel to the order
will be a violation of the US protective order. Opin-
ions are split about whether experts can be sub-
ject to the order. If they are denied, parties cannot
conduct activity fully with the aid of experts.
Whether the law should be amended to allow
third party experts to be subject to the order is
under discussion.

It is common to discuss among parties whether
a non-disclosure agreement can be formed before
a confidentiality protective order is issued. The
amount of the penalty, subject of trade secrets, and
recipients of trade secrets will usually be disputed.

Inspection to preserve confidential
information

Inspection to preserve confidential information
limits the inspection of the confidential informa-
tion in the case record to the parties and prohibits
third party inspection. IP judges are fully aware
of the importance of trade secret protection, thus
compared with usual civil cases inspection to pre-
serve confidential information is more easily
granted in IP cases.

Amendment of the Patent Act

Inspection

Amendment of the law has been discussed as evi-
dence collection methods in patent infringement
lawsuits do not function sufficiently under the cur-
rent legal system. The US discovery system was
not referenced as it is too extreme and expensive
and may not match the Japanese system. Euro-
pean evidence collection procedure may match
and the German inspection system can be a good
reference. In the German inspection system, an in-
spector, who is a technical expert having a confi-
dentiality obligation and appointed by the court,
enters the factory of the accused infringer, inspects
evidence possessed by the accused infringer, and
submits the report to the court. However, introduc-
tion was suspended due to strong concern about
trade secret leakage from the industry. For exam-
ple, the concern that there would be a serious
problem if someone enters a factory based on al-
leged evidence collection and urges the factory to
disclose a manufacturing method or tries to steal
know-how was expressed.

The discussion resumed and the inspection sys-
tem was introduced in the Patent Act in the 2019
amendment (amended Patent Act, Article 105-2).
When there is a possibility of patent infringement,
a neutral technical expert (inspector) enters the
factory of the accused infringer, conducts the nec-
essary investigation regarding infringement proof,
and submits a report to the court. Inspection is al-
lowed only after filing a lawsuit. Inspection will
be granted when there is i) a necessity to prove
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infringement; ii) a probability of infringement; iii)
no other means of adequate evidence collection;
and iv) to avoid an excessive burden on the al-
leged infringer. The inspector will enter the oppo-
nent’s factory, conduct an inquiry, ask for
submission of documents and conduct machine
operation, measurements, experiments, and other
conduct permitted by the court. No entry to third
parties’ factories will be made. The opponent has
an obligation to cooperate to collect materials. If
the opponent refuses the requests of the inspector
which is permitted by the court, the court has dis-
cretion to find the petitioner’s allegation to be true.
The inspector submits an inspection report to the
court. A copy of the inspection report will be
served to the inspected party. The inspected party
can ask the court within two weeks after the ser-
vice not to disclose all or part of the inspection re-
port to the petitioner. The court can grant such a
motion if legitimate reason exists. Inspection will
start to be used in practice within one and half
years from May 17 2019. We should pay attention
to how the court will run this new system.
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