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. INTRODUCTION

Theincreasing frequency with which rightsin intellectud property are licensed and assigned in
cross-border transactions makes a neutral forum in which to resolve any disputes regarding the rights or
their assgnability critical. While the citizens of a particular forum normally fed comfortable within the
court system of that forum, citizens of other jurisdictions are often reluctant to submit their disputes to
those courts, not necessarily because they perceive any dishonesty or fundamentd unfairnessin the
judicid system, but because they fear biasin favor of the forum’s nationa, and because they believe that
the nationd of that forum may have an advantage resulting from its familiarity with the procedures,
operation, and personnd of the systemitsdf. International commercid arbitration long has served asa
neutral forum in the resolution of commercid digputes between parties of different nationa systems.
Accordingly it isnatura for parties to look to internationd arbitration as a potentid neutra forumin
resolving disputes concerning intellectud property rights and related issues. However, intellectua
property differs from other commercia property in certain important respects. These differences cregte
uncertainty as to the efficacy of the use of internationa commercid arbitration in the resolution of

internationa intellectud property disputes.
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Intellectud property rights have two distinct sources under the law. First, rights can be created by
the act of a sovereign state, and generdly the right so created is recorded in a state register and is
limited to astated period of years. Patent rights, certain copyrights, tradenames, trade logos, and
inggnias, and trademarks are examples of thistype of sate created property right. Since these are
rights created by a sovereign entity, it may be argued that only courts of a sovereign entity have the
power to adjudicate issues concerning such rights. 1t may even be argued that only courts of the
sovereign entity which created the rights have the power to issue rulings in connection with such rights.

A second type of intellectud property right isthat which is crested by the acts of the eventua
holder of that right. One example of such right isthe trade secret, which is created by acts of the holder
of the trade secret. Such acts include the cregtion of the industrial or commercia secret and its
subsequent defense, such as the preservation of its confidentiaity and the protection againgt its
inadvertent disclosure. A second example is common law copyrights, which are created in legd
systems which embrace the common law by the act of crestion by the copyright holder coupled with a
notification to the public that the materid is copyrighted by the copyright holder on each publication of
the copyrighted materid. Here there seems to be much less of an argument that only the courts of the
gate in which such rights were created or the courts of any sovereign sate have exclusve jurisdiction to
determine issues concerning such rights and obligetions.

In ether of the above two cases, the rights which are created are rights as againg al third parties,
rather than againgt a particular third party, such as aparty to a contract. Likewise, registration of a
patent right creates rights in the holder of the exclusive use of the patented device or process. Rights
created in common law copyright or trade secret law are rights reserved exclusively to the holder of the

copyright or maintainer of the trade secret as againg dl others, much like the state-created rights.
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By contrast internationd commercid arbitration is generdly the creature of a contract between two
parties, and involves rights and obligations only as between the parties to that contract. The contract of
the parties determines the matters which are subject to arbitration, as well as the procedure to be
followed and the persons who are to determine the dispute. The parties may make such a determination
by specifying dl the aove in the arbitral agreement or by smply incorporating rules of various arbitral
ingtitutions throughout the world or ad-hoc arbitration rules, such as the Arbitration Rules of the United
Nations Commission on Internationd Trade Law (“UNCITRAL Arbitration Rules’).

To some extent, the municipd law of the state in which the arbitration is to be held may and
frequently does circumscribe the subject matter which the parties can agree to submit to arbitration.
The concept of the parties’ ability to choose their procedures and the subject matter which they can
submit for resolution is referred to generdly as “party autonomy.” The limitations which can be placed
upon party autonomy by the laws of the jurisdiction in which the arbitration tekes place is generdly
referred to asthe “lex arbitri.” Thus, the lex arbitri can circumscribe the subject matter which the
parties can refer to arbitration.

An award handed down by an arbitration tribund in an internationd commercid arbitration
generdly affects only the rights and obligations as between the parties to the arbitration itsef. Thus,
third parties are generdly unaffected by the determination by an arbitrator of a dispute between two
other parties. Thethird parties’ rights remain whatever they were prior to the issuance of the arbitration
award.

Contrast this Stuation with that involving adecison by the court of a sovereign state which finds
that a patent isinvalid or that the claims are considerably more narrow in scope than the patent holder

would have usbdieve. Thefindings of that court have implications asto al third parties otherwise
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affected by the patent. Thus a decision affecting the validity or scope of an intellectud property right
made in the course of resolving a contractud dispute as to the use of that right could potentialy affect
the rights of third parties who are not parties to the contract itsdf. The question with which oneis
confronted is whether the lex arbitri or the law of the place where enforcement is sought will permit a
private determination of rights affecting third parties or whether those laws will permit a private party to
adjudicate rights established by sovereign act.

1. THE NEW YORK CONVENTION ON THE RECOGNITION AND ENFORCEMENT OF
FOREIGN ARBITRAL AWARDS

One of the reasons that internationa commercia arbitration has become a maingay in the resolution
of international commercia disputesis not only that it provides aneutral forum for the resolution of such
disputes, but also that the awards rendered by an international arbitral tribund are readily enforcegblein
jurisdictions throughout the world. Thisisin large part because of The 1958 New Y ork Convention on
the Recognition and Enforcement of Foreign Arbitral Awards (“ The New Y ork Convention”).! No
andogous internationa convention exigts for the enforcement of foreign judgments. The grounds for
opposition to enforcement of an award are gtrictly limited by The New Y ork Convention. Of the seven
grounds for oppogtion, which are liged in Article V of The New Y ork Convention, only three have
gpecia relevance to intellectud property awards. They arel

1. Thearbitration agreement is not valid under the law chosen by the parties, or if the
parties have not made such a choice, under the law of where the award was made.

New Y ork Convention, Article V(1)(a);

! 330United Nations Treaty Series 38, No. 4739 (1959).
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2. The subject matter of the award was not arbitrable under the law of the state in
which enforcement is sought. Artide V(2)(a); and

3. Theawardisagang the public policy of the state in which enforcement is sought.
Article V(2)(b).

These particular objections are especidly relevant to the arbitration of intellectual property
disputes, since, as discussed, supra, it may be contended that only a sovereign state may determine
questions concerning dl or certain aspects of the rights to intellectud property. When an award
determining rightsto intellectua property is sought to be enforced, akey question will be whether the
law of the place where enforcement is sought recognizes the arbitrability of or the enforceghility of
awards concerning interests in intellectud property and, if so, to what degree. Thereisno uniform
answer to this question, as the laws of jurisdictions vary consderably in this regard.

In assessing the arbitrability of and the enforceability of arbitral awards concerning intellectua
property rightsin the various AsaPacific jurisdictions, | have relied on the opinions of legd practitioners
in each jurisdiction experienced in both arbitration and intellectud property law aswell. In many of the
juridictions, there is no Statutory law or reported decisions on the issues a hand, and the lawyers have
had to draw upon their general knowledge and experience to hypothesize as to how the municipa
courts would view the Stuaion. The following isa survey of variousjurisdictionsin the AsalPecific

Region and an analyss as to the gpplication of each particular nationd law.
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I1l. ARBITRABILITY OF AND ENFORCEMENT OF WARDS CONCERNING
INTELLECTUAL PROPERTY IN THE ASIA/PACIFIC REGION

A. North America
1) United States of America

By datute in the United States, arbitrators are expresdy authorized to determine disputes
concerning patent rights. 35 U.S.C. 8294(a). The arbitration may include issues of vdidity of the
patent, the scope of the patent claims, aswell as whether or not the patent claims have been infringed.
35U.S.C. 8294(b). The statutes provide for registration of arbitration awardsin the United States
Patent and Trademark Office. 35 U.S.C. §294(d); 37 C.F.R. § 1.335. One limited statutory
exception to this generad availability of arbitration concerning patent rightsin the United States is the
jurisdiction of the United States Internationa Trade Commission over intellectua property issues arising
ina19 U.S.C. 81337(a) proceeding, which jurisdiction is mandatory and cannot be displaced by an
agreement to arbitrate.?

While there is no smilar express statutory authorization concerning copyright disputes, it is
assumed that binding arbitration of copyright disputes are permissible aswell.® The same is true of
issues concerning trademarks and trade secrets.*

Theissue of whether an arbitra tribuna may enjoin certain conduct related to intellectua property
rightsis an issue which is separate but related to the issue of arbitrability and enforcesbility. Obvioudy,

an arbitrd tribuna has no powers of enforcement, so that the enforcement of any injunctive relief

2 See, generally, D. Plant, “Arbitrability of Intellectual Property Issuesin the United States,” Worldwide Forum
on the Arbitration of Intellectual Property Disputes 29, World Intellectual Property Organization, Geneva

(1994).
5 d.
4 |d.,at 30.
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depends upon the courts of the jurisdiction in which enforcement of such relief is sought. Thismay turn
not only on that jurisdiction’s view of whether intellectua property disoutes are arbitrable, but so on
whether an arbitrd tribuna has the power to issue injunctive relief. In the United States, certain rules
that are designed to dedl with the arbitration of intellectua property rights specificaly provide that the
arbitrd tribund can issueinjunctive rdief. See, e.g., AAA Patent Arbitration Rules (Rule 42) and
Center for Public Resources Rules for Nonadministered Arbitration of Patent and Trade Secret
Disputes (Rule 13.3).

As one can see from the above, the United States is one of the most liberd jurisdictionsin
recognizing and enforcing awards dedling with intellectua property and in enforcing injunctive relief
concerning intellectua property rights awarded in arbitrations.

2) Canada®

In Canada, the Situation is vastly more uncertain. There are no statutes or cases yet deding
with the arbitrability of patents, copyrights, and trade secrets. However, foreign awards deding with
these subject matters are presumably enforceable under The New Y ork Convention. Canada takes an
expandve view of arbitrability and the public policy exception to enforcement has been rictly
congtrued by Canadian courts. Interim awards providing preliminary injunctive relief would be much

more problematic. Thereisno clear guidance in this areain Canadian decisons or statutes.

° The author wishesto thank and to acknowledge the contributions of Henri C. Alvarez of Russell & DuMoulin,

Vancouver, British Columbia, Canada, for his analysis of Canadian law.
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B. Asa
1) Augrdia®

In Audrdiathe question of vdidity of intdlectud property rightsis one which is exclusvdy for
Audrdian state courts. Thus, it is questionable whether an Audtrdian court would enforce an award
rendered in another jurisdiction which invaidated an Audtraian patent, and it is unknown how Audraian
courts would treat an award from another jurisdiction which invaidated a patent issued under the laws
of ajurisdiction other than Audrdia.

It is believed that the issue of whether or not a patent or copyright is infringed would clearly be
an enforceable avard, whether under the law of Audtrdia or where an Audtrdian court was being asked
to enforce aforeign award which dedlt with an issue of infringement. Non-gtatutory matters are
generdly held to be arbitrable by Australian courts. Recent decisons of Augtrdian courts make it clear
that an award in the form of a preiminary injunction would not be enforceable under The New Y ork
Convention in Austraia.”

2) Hong Kong®

Aninternationd arbitral award which establishes the vdidity or invaidity of a patent, copyright,

or trademark, or adjudicates the infringement of same, is enforceable in Hong Kong as between the

partiesto the arbitration.

The author wishes to thank and to acknowledge the contributions of A.A. de Fina, the President of the
Australian Centre for International Commercial Arbitration, Melbourne, Victoria, Australia, for hisanalysis of
Australian law.

! Re Resort Condominiums International, Inc. [1995] 1 Qd.R. 406, (Queensland, Australia).

The author wishes to thank and to acknowledge the contributions of Roger Best of Clifford Chance, Hong
Kong, for hisanalysis of Hong Kong law.
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A preliminary award enjoining the use of intellectua property is enforcesble againgt an individua or
corporate citizen of Hong Kong under S. 14(6)(h) of the Hong Kong Arbitration Ordinance [CAP
341].

3) Japar

In Japan, Article 786 of the Japanese Code of Civil Procedure provides that an agreement to
arbitrate shall be effective only in the case where the parties have the power to settle the disputed issue.
The vdidity of apatent or trademark under Japanese law is a matter exclusively for the Jgpanese patent
office and is not a matter which is subject to arbitration. Therefore, an arbitration award which
establishes the validity of a patent or trademark would not be enforcegble in Jgpan, at least to the extent
that such an award would affect third parties. To the extent that the parties have arbitrated the validity
of apatent or trademark as it affectstheir relaionship inter se, it islikely the Japanese court would
enforce such an award. This discussion assumes that patent and trademark issues are arbitrable under
Japanese law, and thisis not clear under the law. Authorities are split on thisissue.™

As copyright is a creation of the acts of the holder of the copyright exclusively establishing his
rights to a copyright and not by any act of the state in Jgpan, an award determining vadidity or
infringement of a copyright would seem to be readily enforceable under Japanese law. The issue of
infringement of a patent, trademark, or copyright is generdly felt by scholars to be enforceable in Japan.
An award which preliminarily enjoins the use of intelectud property in Japan would not be enforcegble

in Japan, because of the Japanese position that thisis not afind and conclusve arbitration award.

° The author wishes to thank and to acknowledge the contributions of Shiro Kuniyaand Michiko Kanai of the

Oh-Ebashi Law Office of Osaka, Japan, for their analysis of Japanese law.
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4) Korea™

Korean law is as unsettled as most of the laws surveyed as to whether an arbitrator can ded
with issues concerning the vaidity of an intellectud property right, such as a patent or trademark. Itis
generdly thought that the validity of a patent or atrademark is not arbitrable in Korea. An award which
was made in another jurisdiction and brought to Korea for enforcement which deas with the vaidity of
apatent or trademark would probably not be enforcegble in Korea as againgt public policy, under the
public policy exception to The New Y ork Convention. Awards concerning infringement of patents or
trademarks would probably both be arbitrable and enforceable in Korea. Such awards would not
determine the rights vis-avis third parties, but would only involve the rights of the parties to the
arbitration inter se. Likewise, avards concerning the vaidity of aforeign copyright would probably be
enforceable in Korea, since Korean law does not require the registration of such aforeign copyright for
enforcegbility.

The enforceability of an awvard in the form of a preliminary injunction enjoining certain use of
intellectua property rightsis the subject of disagreement in Korea. Some commentators argue that the
award in the form of aprdiminary injunction is aform of conservatory measure intended to safeguard
the intellectual property and, as such, is enforceable. However, others have argued that an award
granting a prdiminary injunction is an improper form of prdiminary relief and as such isnot find and,
therefore, unenforcegble. Thus, the subject of enforceability of an award in the form of a preliminary

injunction in Koreaiis till an open question.

0 See, Kumakura, Yoshio “Intellectual Property and Arbitration (3) (Chiteki shoyuken to chusai),” JCA Journal
89.8, pp. 2-8; c.f., Matsumoto, Shigetoshi “Intellectual Property and Arbitration (Chitekizaisanken to chusai),”
pp. 56-57, Jurist, Dec. 15, 1988 (No. 924).
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5) Madaysa®
There are gpparently no decisonsin Maaysa deding with the enforceghility of intellectud
property awards, nor are there satutes directly on point. However, the arbitration laws of Maaysaare
based on the English Arbitration Act. Under English law, title to property rights, including intellectua
property rights, are generally held to be subject to arbitration.™®* Also an award in the form of a
preiminary injunction is probably enforceable so long as the award is directed only to the partiesto the
arbitration.** Thiswould be consistent with English law on the subject.
6) New Zedand®™
There are apparently no decisonsin New Zedand on the subject of the arbitrability of or the
enforceability of awards deding with the vaidity or infringement of intdlectud property rights.
However, given New Zedand' s accession to the New York Convention, it is highly likely that such
arbitral awards would be enforceable.
A preliminary award in the form of injunctive relief would probably not be enforceable in New
Zedand in that it would lack the requisite “findlity.”
7) People' s Republic of China
The question of the enforcement of foreign arbitral awards deding with intellectud property in

the People s Republic of Chinais a subset of the question of the enforcesbility of dl foreign arbitral

' The author wishes to thank and to acknowledge the contributions of Tae Hee Lee of Lee & Ko, Seoul, Korea,

for hisanalysis of Korean law.

2" The author wishes to thank and to acknowledge the contributions of Shearn, Delamore & Co., KuaaLumpur,

Malaysia, for itsanalysis of Malaysian law.

3 B.Niblett, “The Arbitration of Intellectual Property Disputes,” Worldwide Forum on the Arbitration of

Intellectual Property Disputes 197-202, World Intellectual Property Organization, Geneva (1994).
“ood.
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awards in the People s Republic of Chinaunder The New Y ork Convention. The fact of the matter is
that, athough the People’ s Republic of Chinais aparty to The New Y ork Convention, very few awards
that have been submitted pursuant to that convention have been enforced.™® The great mgority of the
awards have been denied enforcement.”” This dilemmais compounded by the lack of respect that the
People' s Republic of China has shown to the intdllectud property law of foreign jurisdictions. This has
been the subject of much debate and diplomacy during recent years.

More recently some commentators have stated that Chinese arbitra ingtitutions are prepared
to arbitrate disputes regarding foreign intdllectua property law.*® 1t remains highly questionable whether
foreign awards concerning foreign intelectud property law and the rights of Chinese nationds vis-avis
foreign intellectua property would be enforced in locd courtsin the People s Republic.

8) Singapore™

In Singapore, an arbitral award concerning the validity of a Singapore patent, trademark, or
copyright is probably not arbitrable, and, therefore, is not enforceable in Singapore. An award finding
crimind infringement of a Singapore intellectud property right is probably unenforcegble. An
internationa arbitration award made in another jurisdiction which concerns property rights established

by non-Singaporean law is more likely to be enforcegble in Singapore, athough there are no cases

> The author wishes to thank and to acknowledge the contributions of Tomas K ennedy-Grant, Auckland, New

Zedland, for hisanalysis of the laws of New Zealand.

6 C.S. Smith, “ChinaBolsters Rule of Law for Business, Court Movesto Make Arbitration Awards Enforceable,”
The Wall Street Journal, December 26, 1995.

17

M. Mosher, “ The Recognition and Enforcement of Foreign Arbitral Awards: A Survey of the Asia-Pacific
Region,” The ICC International Court of Arbitration Bulletin, Vol. 5, No. 2, November 1994 20, at 23-24.

8 ghaoje Chi, “ChinaArbitration Overhauled,” les Nouvelles, Journal of the Licensing Executives Society, Vol.

XXX, No. 4, December 1995, at 191.

9 The author wishes to thank and to acknowledge the contributions of Michael Hwang of Allen & Gledhill,

Singapore, for hisanalysis of the laws of Singapore.

MIL3708.doc
12



directly on point. Although the same considerations of arbitrability and public policy under Singapore
law would be gpplied to foreign arbitrd awards concerning foreign intellectua property law as would be
goplied to foreign arbitra awards concerning Singaporean intellectud property law, the Singaporean
courts would probably be lessrigid in their gpplication of such public policy congderations in the former
instance.

To the extent that an intdllectud property dispute is considered arbitrable and enforceable
under Singgpore law, an award in the form of a preiminary injunction concerning such intdllectud
property rights would be enforceable under the Singapore International Arbitration Act. Itislessclear
whether such an award would be enforcesble under The New Y ork Convention, but the fact that
Austraian courts have held that such preliminary relief is not enforceable and that this decison, dthough
not binding on a Singapore court, would be persuasive, leaves one to believe that a preiminary award
enjoining the use of intellectud property would be much more difficult to enforce in Singgpore under The
New Y ork Convention, than it would be where enforcement is sought under the Singapore Internationa
Arbitration Act.

V. CONCLUSION

One who engages in the arbitration of disputes concerning intellectua property rightsin the
internationd arenais embarking on avoyage in largdy uncharted waters. In the Asa/Pacific Region,
other than in jurisdictions such as the United States, present law offers very little guidance as to whether
such an arbitral award would be enforcegble. The sovereign nature of the establishment of certain
intellectua property rights argues againg their arbitrability. Moreover, intelectud property rights
frequently involve the rights of one party as againg the generd public, whereas adispute in arbitration

seeks to determine only the rights and obligations of the parties to the arbitration itsdf. Thus, if an
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arbitrator should find that a patent or atrademark isinvaid, a court might enforce that award as against
the other party to the arbitration, but might refuse any effect of that determination as to the rights and
obligations of third parties. The licenang and assgnment of intellectua property rights is becoming
increasingly more common in internationd transactions. Parties require a neutral forum in which disputes
concerning such intellectua property rights can be resolved in an internationd context. Internationd
arbitration, which has been used to resolve international commercid disputes for decades and which has
gained wide acceptance throughout the world, is the first place to which one turns to find such a neutra
forum. Infact, the World Intellectud Property Organization (“WIPQO”) has established an arbitration
center in Geneva, Switzerland, expresdy to ded with the resolution by internationd arbitration of such
intelectua property disoutes. The present trestment of arbitra awards concerning intellectua property
rightsin various nationd jurisdictions in the Ada/Pacific Region suggests that an internationd or regiond
convention may be needed to insure that such awards which may be rendered by arbitrd tribunals, such
as those established under the auspices of the WIPO Arbitration Center, would be enforceable under
The New Y ork Convention. Absent such a convention, one can only hope that the course one has

charted will somehow lead to a safe harbor.
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