The New Brazilian Patent Law

Denis Borges Barbosa (1997)

1

The New Brazilian Patent Law

Who may apply for patents
2


Patentability. Kinds of patents
2


Patenting: chemical products and pharmaceuticals
3


Pipeline provision
3


Procedure
4


New features
5


Patent Licensing
6


Expiration of Patent Term. Annulment.
7


Design Patents
7


Trademarks
7


Other protected signs
9


Criminal Provisions
9


INPI contract registration
10


Tax treatment of licensing
10




Brazil was always well provided with patent laws of complex technical and legal consequence. Fourth country in the world to enact a patent law (in 1809), it was a founding member of the Paris Convention in 1882 and remained a full-fledged party to such treaty since then. Patents received Constitutional acceptance in the first Imperial Charter of 1824, and further Republican Constitutions provided for patent protection (and eventually, trademarks) in their Bill of Rights. 

Multilateral considerations were of course present during all the lenghty Congressional proceedings leading to the new law, to be fully in force on May, 1997. Harmonization procedures held by the World Intellectual Property Organization in Geneva and, especially, the negotiation of the Uruguay Round of GATT had brought to the field of intellectual property the concept of international minimum standards, substantive requirements on the content of national laws.

The 1994 successful end of the Uruguay Round and the new (TRIPs) Agreement under World Trade Organization established the minimum standards requirement as the applicable legal criterion. Law 9.279 is obviously intended to fulfill TRIPs required levels.

Who may apply for patents

First to file rule is applicable, what means that the person who gets the patent is not the first inventor but the inventor (or assignee thereof) who firsts apply for it. 

In a very important provision, article 42 of Law 9.279 introduces the legal concept of prior possession of an invention. Under this concept, the legal user of an invention eventually patented by a third party may continue working irrespective of the (quasi) exclusive rights of the patent owner, but cannot license or transfer its possession except in the whole of its assets. By this method 
, it is dealt with the fairness issue related to the first to invent standard of U.S. law without the complexities of interference procedure. For those cases when the first to file party is not an inventor on its own right, the Code provides for a specific interference court proceeding to annul or seize the patent (art.49).

Inventions made by employees (or public servants, trainees, non employed individuals and independent contractors) during research or similar contracts (or applied for one year thereafter) are owned exclusively by employer, and no payments are due to actual inventor except if employment agreement provided otherwise. In case any participation or royalties are agreed upon, the corresponding amount would not be deemed as wages under Labor Law. 

In cases where the inventing employee did not use time, resources or means provided by employer and is not subjected to any research or similar contract terms, patent will inure to inventor, not employer. Inventions made outside specific contracts and with resources provided by employer are equally shared by employer and employee, but employer has exclusive working rights. Rights return to employee if working does not start in one year from issuance of letters patent. 

Patentability. Kinds of patents

Patents are granted for inventions and utility models (design creations are protectible according to a special system of registration). Novelty and industrial application are the requisites of patentability; the pertinent legal definitions of such requirements follow the classical criteria. Inventions are evaluated under the light of the also classical concept of inventive activity. Utility models (improvements on physical object of practical utility) are however assessed under a lesser standard of inventive act, the notion of which remains unexplained and largely intelligible. 

Disclosure of the content of the invention in the twelve months before filing of patent application or priority date does not necessarily affect novelty. If disclosure is effected by the inventor himself, by the INPI or by third parties who obtain the teachings directly or indirectly from the inventor or from acts performed by him, patent is issued irrespective of such disclosure. The prior law considered that in such cases it would occur loss of novelty.

Patenting: chemical products and pharmaceuticals

The most important aspect of the new law is the patenting of chemical products (as processes were already patentable) and all sorts of food and pharmaceutical inventions. Exclusions of patentable subject matter were reduced to TRIPs level or even less, what means that almost every useful art is now covered. 

The new Code draws a distinction between subject matters unpatentable by reason of not being an invention on one hand, and statutory exclusions of patentability on the other hand. 

The Law deems not to be inventions, and for such reason unpatentable: a) discoveries of natural occurring laws and items; b) mathematical or otherwise scientific theories and purely abstract concepts; c) commercial, financial, advertisement, accountancy and similar schemes; d) works of art; e) computer programs by itself; f) presentations of information; f) rules of games; and g) surgical procedures and therapeutic methods for human and animal body. Also excluded as non inventions are the whole or part of any live natural being and biological material found in Nature, even isolated thereof, including the genom or germoplasm, and the natural biological processes. 

These non invention items are generally in conformity with European standards, even though some of them (as the medical items, computer programs and isolated items of nature) may differ to some extent from recent U.S. practice. However, it might be argued those statutory definitions should be held applicable only in the cases were the subject matter of the filing was not actually an invention (a human-solved technical problem). For instance, where a purified isolated natural item satisfy the industrial utility requirement as the result of a conspicuous amount of human ingenuity and labor, it would seem the exclusionary provision would not be governing. Most probably the INPI and court case law would be influenced heavily by the literal application of the statute.

Actual statutory exclusions (i.e., excluded notwithstanding they are actually inventions) are: a) the inventions offensive to morals, good customs, security, to public order and public health; b) items resulting from the transformation of atomic nuclei; and c) the whole or a part of living bodies (even though not found in nature), except in case of transgenic microorganisms that satisfy all the patent requirements 
. Transgenic microorganisms are defined as “organisms (sic), except the whole or part of plant or animals, which express a feature not found in Nature, as result of direct human intervention in its genetic composition." 

Pipeline provision

Law 9.279 shall be in full force from May 15, 1997. A special set of provisions, however, cover the chemical product, food and pharmaceutical inventions not previously patentable. Those inventions are granted special filing rights, to be requested from the date of the publication of the law to one year thereafter. During such period, applications regarding such inventions previously filed abroad are to be accepted and patents granted for the remaining term of the original patent, limited to the maximum Brazilian term (20 years). 

No patents shall be issued however for such inventions: a) that were already commercialized in any market by the holder or with his consent; or b) that were already worked by third parties in Brazil 
; or c) that any third party in Brazil has been engaged in serious and effective undertakings with a view to start working the invention. 

The same requirements (except the foreign patent filing) and the same rights are assured to local inventions. 

The law does not says so, but it could (and certainly would) be argued that this special filing rights refer to those patents filed abroad after the TRIPs Agreement entered into force. Alternatively, it could be alleged that the special rights apply only in cases where the novelty requirement is satisfied as to such date -- taking account of priority, if any 
. The international obligation to which the pipeline is related is Art. 70.8 of TRIPs, in force January 1, 1995, which says in the relevant language that special filing rights shall be assured in such a way to:

“apply to these applications, as of the date of application of this Agreement, criteria for patentability as laid down in this Agreement as if those criteria were being applied on the date of filing in that Member or, where priority is available and claimed, the priority date of the application."

Among those criteria, the most relevant is obviously novelty. TRIPs did not exempt these filings from novelty assessment, nor commands that novelty should be taken into account as if the criterion was applied on the date the original filing. As the Brazilian Constitution extends its Bill of Rights to foreign non residents exclusively to the proportion that the law or the treaty so provides, the pipeline wording must be read in accordance with the TRIPs requirement 
. 

A specific provision (art. 232) states that: a) manufacturing of food, pharmaceutical or chemical products, even if they were patented abroad and b) use of food or pharmaceutical related processes, even though they were patented abroad, may continue as they were before the law, and no fees or royalties shall be due retroactively or in the future. The same shall apply in cases where significant investments were made before the law for the same purposes. 

Procedure

Patents are filed with INPI directly or under Patent Cooperation Treaty rules, and examined by INPI. Publication is mandatory at the 18th. month of filing or priority (the sooner) and possible by demand of applicant at any time; the requirement is fulfilled in case of inventions on microorganisms by depositing the whole or portions of the object of the applications in an accredited depository institution. Paris Convention or other treaty priority is acknowledged. 

Applications must refer to one invention or one inventive concept only, but are divisible upon request or by INPI in cases where each divided application satisfies patentability requirements by itself. The law requires clear and sufficient disclosure of the teachings of the invention and that due mention be made of the best way to reduce to practice. 

Letters patent are issued after a lengthy substantive examination where third parties are allowed to submit data that could oppose the granting, and to appeal in administrative and court proceedings. Applicant may modify the application to conform INPI requests, provided that the limits of the matter originally claimed are not exceeded. 

New features

The new law clarifies the content of patent rights, which were previously deduced from the criminal provisions related to industrial property. A patent assures its holder the power to prevent any third parties from making, using, exposing to sale, selling or importing patented products and patented processes or products directly issuing therefrom; contributory infringement is punishable 
. Process patents confer to their holders the privilege of transferring the burden of proof to the alleged perpetrator.

Differing from prior law, the new Code also provides a list of exempted practices, not covered by the exclusive right: a) non commercial, private working of the invention, provided that the economic interest of the patent owner is preserved; b) experimental working for scientific or technological research purposes; c) preparation of medicines under prescription for individual patients; d) practices related to patented products or products manufactured under process patents that had been placed into domestic market by the patent owner or under his consent 
; e) in case of patents related to living matter, the employment of a patented product as a source for variation or propagation to obtain new products f) also in case of patents related to living matter, the usage, commerce or other distribution of a patented product that had been legally introduced in the market by the patent owner or licensee, provided that the product is not utilized for multiplication or commercial propagation of the item. However extensive, those exemptions do not seem to exceed the internationally accepted practices 
.

Patent violation is a civil and criminal offense from the day of issuance. Civil liability may be imposed also (after issuance) for the period since publication (or the earlier date the perpetrator obtained the relevant data) or since the microorganism was made accessible to the public by the depository institution. Liability is due according the standard worse to the infringing party (imputed license fees, actual losses or unjust enrichment). 

Patents may be added and a complementary certificate issued thereto when a new improvement pertaining to the same inventive concept is filed by the patent owner, irrespective of satisfaction of the requirement of inventive step. The certificate covering the improvement shall expire at the same time of the original patent. 

A priority right is assured to local applicants in equal footing with foreign beneficiaries of the Paris Convention or other treaty. 

Patent Licensing

Transfer and licensing of patents are subjected to registration in INPI. The effect of registration is render the transfer or license opposable to third parties, but proof of effective working now does not require prior registration of licenses anymore. 

However, it is highly advisable to register licenses and transfer for many reasons; for instance, case law stated under the prior law (but perfectly applicable) that criminal proceedings cannot be initiated by a new owner before registration. The prior restrictions on license payments and conditions were abolished and eventual unfair trade restrictions remain only punishable under Antitrust legislation.

The new Code provides for compulsory licensing in a number of cases. As a consequence of non working the patent within the country, the compulsory licensing follows Brazilian legal tradition and, arguably, even the new TRIPs standards; but new requirements render the previously very rare licensing to a avis rara even more difficult to get. Non working (also incomplete manufacture of use of process) may be now excused on the grounds of economic unfeasibility, even though it is unclear whether this standard is to be taken on a subjective (unfeasible for the patent owner) or objective (unfeasible under Brazilian conditions for any third party). The commercialization short of market demand is also deemed to be non working, but no feasibility exemption is provided in this case.

No compulsory license may be applied to INPI before the end of 3 years counting from the day the patent was granted. Besides economic unfeasibility, patent owner may allege as defense to non working a) a legal restriction to working; b) serious and effective action preparatory to working; c) any other legitimate excuse.

Abuse of patent rights and abuse of economic power also may be grounds for compulsory licensing; in this case the licensee is able to import the pertinent items for a term, while local working is being prepared. The abuse must be ascertained in a court or administrative court decision, in this last case probably by CADE, the Brazilian counterpart of the American Federal Trade Commission. 

Either in case of non working or abuse, a prospective licensee must demonstrate its ability to effectively meet the working requirements and is restrained to fulfill local demand before any exporting is allowed. All compulsory licenses are non exclusive and no sub-licensing is allowed.

In cases of national emergency or public interest, as declared by an Executive Order by the President of Brazil, compulsory license may be granted irrespective of request, is case the patent owner is unable or unwilling to satisfy the demand. 

Patent owner may publicly offer its patent through INPI, in order to reduce in half the fees due to Government and in this case (arguably) no compulsory license may be asserted.

Compulsory licensing is also possible in case of dependent patents, when a new invention that amounted to a substantial technical progress as compared to a prior one cannot be worked on reason of the prior patent’s scope of claims; cross licensing may occur, including among product and process patents. 

Expiration of Patent Term. Annulment. 

Normal patent term expires in 20 years counting from filing date, or 15 years in case of utility models; but it is assured a minimum of 10 or 7 years respectively, counted from issuance of letters patent, except if INPI was prevented from examining the application by court order. 

Patents and addition certificates are held to be void if granted in defiance to legal requirements; partial annulment is possible, if the non voidable portion of the patent satisfies by itself patentability requirements. Administrative proceedings may be brought before INPI in 6 months after patent grant; beyond this period, only judicial proceedings are applicable. Nullity may be a defense; whenever brought the issue, the venue is transferred to Federal court and INPI is called on amicus curiae status. Patents may be temporarily suspended by court order while nullity is adjudged upon. 

Patent rights may be renounced, except if third party rights are affected (for instance, compulsory licensees). Rights are also lost in case of non payment of Government fees or if the patent owner does not maintain an attorney in fact in Brazil. Revocation of patents is, in theory, also possible in cases where after 2 years of granting, compulsory licenses were not sufficient to curb abuses or non working. 

Government fees are due on a yearly basis; non payment on due date may be remedied according the Paris Convention rules.

Design Patents

In the prior law, design creations were treated as patents and subjected to the same procedures. The new Code grants registration as required, but substantive examination may be requested at any time thereafter, by owner or by any third party. Designs are subjected to a 5-year fee requirement on a 10 year term (plus three extensions of 5 years, if required). No working or compulsory licensing requirement is imposed.

Trademarks

No sound, scent or touch trademarks in Brazil. Only visually perceptible signs are allowed, in trade or service flavors. The new law also provides for certification and collective marks. 

Registration is denied is all the cases where other foreign law standards apply: basically, a) where a prior registration or application is found; b) where the claimed words or images are in public domain; c) where the rights of third parties could be infringed by the registration, or d) where the words or images or combination thereof are misleading to the public or otherwise contrary to the rules of fair competition. An extensive list of cases is included in art. 124 of the law, with all the exceptions and detailed rules. 

In a novel approach, the new Code incorporates to domestic law the matter of article 6-bis of the Paris Convention, hitherto only applicable by court decision: foreign trade or service marks well known in Brazil are protected irrespective of registration. Even in cases where article 6-bis does not apply, trademarks owned abroad that the applicant could not ignore by reason of his activities are also non registrable for the same or like products they are used abroad; this later standard is clearly different from the traditional Convention one. The Law 9.279 also keeps the special protection assured by prior law to marks widely known, the extension of which may cover other fields of trade or service than the ones where the sign is actually used. 

Foreign (but not national) priority is acknowledged. Applicants only may request registration in connection with a trade or service he (or a controlled corporation) actually carries out on a legal and effective basis.

Ownership of a trade or service mark is assured to the applicant, not to the eventual prior user, but the later may oppose the filing in 6 months and claim the registration for himself. Ownership means exclusive rights to use and license, and the right to keep sign in good fame and reputation. 

Limitations of rights of trade or service marks include: a) owner cannot prevent distributors and commerce from using their own trade or service marks alongside the owner’s mark in trade and advertising; b) manufacturers of part, accessory and input products may mention the mark of the product to which their own products are intended to complement or service; c) once a product bearing the trademark is brought by owner or with his consent (except that no consent is required in case of patent compulsory license by reason of abuse) to domestic market, no further restriction to trade may be imposed d) quotation of trade or service mark in any publication is allowed without owner’s consent, provided that such quotation has no commercial nature and that the employment of the sign is not detrimental to its distinctiveness.

Trade and service marks are protected by 10 year terms, always renewable. They may be transferred and licensed, but a transfer must include all similar signs, which could not originally be registered in the name of third parties. Licenses and transfers must be registered with INPI in order to affect third parties (see the Patent Licensing section). 

Registration is revoked on grounds of non using the mark (or using in a way different from what was registered) for 5 years, but any legitimate reason may be used as defense. Revocation also is provided in cases where the owner does not maintain an attorney in fact in Brazil.

Collective and certification marks are registered together with the respective regulations of use and (if applicable) standards of control; no license registration requirement is imposed on the certified or affiliated users who follow the registered regulations. 

Procedure is adversary, and any interested party may submit information to INPI opposing registration or appeal in administrative or judicial proceedings. Nullity is arguable in administrative proceedings filed within 180 days of registration, or in judicial proceedings initiated within 5 years from registration. In case the cause of nullity is offense of the rights of a foreign party who had the offender as a representative or distributor, the registration may be claimed by such third party on the basis of art. 6 septies (1) of the Paris Convention. 

Other protected signs

Geographical names and designations of origin (appellations d’origine) are protected irrespective of registration (but may be registered according to future INPI regulations). Geographical names are names of a country, a city a region or any locality that is known as being a source of extraction, production or manufacturing of a product or service. Designations of origin are geographical names that designate a product or service, the quality or characteristics of which are exclusive or essentially due to such geographical environment, including its natural or human factors. 

Both geographical signs are not allowed as the whole or any portion of registered marks, and only the persons from the designated area may use the sign; in case of the designation of origin, the applicable standards of quality must be also satisfied

Criminal Provisions

Extensive criminal provisions cover infringement of patents, trade and service marks, designs and geographical names. An extensive list of unfair competition practices is deemed to be criminal offenses, and all the other non listed practices are held to be civil offenses. 

It is a crime to manufacture a patented product or use a patented process, but it is also criminal to export, to sell, to offer to sell, to keep in stock, to hide or to receive for economic purposes any product that have been manufactured in violation of a product or process patent; and to import a product covered by a product or process patent valid in Brazil, which has not been placed in the foreign market with the patent owner’s consent. 

Supplying parts, materials or components required to manufacture an infringing product or material or equipment necessary to use an infringing process also is a crime, except if the items supplied could be used also for other purposes beyond the infringement. All such crimes require felonious or reckless intent, and may refer to a part of the claims or to any equivalents doctrine working. 

Unfair competition crimes now include the unauthorized utilization or communication of testing data or information, the generation of which has required considerable effort, that were submitted to the proper authorities to satisfy sanitary, food or drug licensing requirements. This provision, which actually changes the prior law in considerable extension shall possibly receive serious opposition from local industry, even though its arguable conformity with the TRIPs standards. Obviously, the provision only covers secret or non available data and test results, and not the information in public domain or already published.

The law provides for customs seizure of items bearing false trademarks or geographic names. Criminal proceedings in almost all industrial property cases are private -- they are instituted and carried out by request of the offended party, who may cease any time the procedure. This is a very convenient feature in a country where there is no plea bargain and the Government cannot desist from a public criminal procedure.

All criminal and civil cases begin by a search a seizure procedure, inaudita altera parte, required to obtain evidence of infringement. Offended party may also request the seizure of the counterfeit trade or service mark (not the counterfeit products) and the destruction of the trademarks already added to the products, even in cases where the product could be destroyed in the action. The plaintiff in a search and seizure procedure is however liable for all excesses.

INPI contract registration

All franchise and technology transfer contracts are still submitted to registration with INPI, in order to be effective before third parties. No mention is made of the substantive assessment previously carried out by the Institute.

The new Federal Administration inaugurated in 1990 started a deregulation process in the Brazilian economy that in due time impacted into the tax, exchange and regulatory aspects of the licensing of industrial property rights and of the provision of technical assistance.

The Resolution 22 issued by INPI in 1990 indicated a complete turnaround as to INPI policies toward the contracts brought to its analysis. The contract prices were subjected to new, less strict quantitative limitations than those established in prior rules, albeit no statutory authority could be indicated for such changes. The national-interest standards previously applied also gave place to a more private oriented criteria. Normative Act 122, issued by INPI in December 22, 1993 practically eliminated the remaining screening administered by the agency. 

But the restrictions imposed by the 1962 and 1964 Laws were only addressed at a statutory level by the 1991 Income Tax Law 
 , which allowed royalty and technical fee payments from Brazilian establishments and subsidiaries of foreign companies to their controlling shareholders abroad. The same law revoked the Supplementary Income Tax provisions of the 1962 Law 
 and reduced the withholding tax on the relevant profit and dividend payments from 25% to 15% 
. Recent Central Bank regulations 
 admitted registration of intellectual property rights as foreign investment in Brazilian corporations. 

Tax treatment of licensing

The new Code did not change the tax legislation related to licensing. The essential items of the pertinent law are:

 The taxation of income, including royalty and technical fee income, 
 is covered by Federal Law. Other relevant taxes are the Federal tax on exchange and in some very restricted cases the municipal tax on services. 

 There is income taxation on royalties and technical fees, both as a corporate or individual levy and a withholding charge on various payments, including on payments effected to the benefit of any person located abroad. The applicable withholding tax rate is 15%, the level applicable to almost all double taxation agreement in force with Brazil 
. 

·
remittances in connection with royalties (when otherwise allowed) service fees and other payments to beneficiaries located abroad are only effected by authorization from the Federal agency in charge;

·
fees paid for technical assistance agreements after five years counting from the start up of a new industrial establishment or from the introduction of a new productive process are deemed to be undeductible, except by special authorization by the National Monetary Council. 

 deductibility of royalties and technical fees are limited each year to a proportion of gross receipts according to the essentiality of the industry to national development. The deductible payments had a statutory limitation of five percent (or one percent in case of trademarks) but according to the Department of Treasury rules the actual level allowable to individual industries varies from the maximum five percent -- as in the case of communication equipment -- to musical instruments, which got the lower one percent allowance 
.

The recent 1994 Income Tax Regulations 
, among other relevant provisions, subject those agreements to INPI registration for deductibility and incentive purposes and keep the quantitative limitations of the 1958 Law
� For a similar provision, see French Code, art. 613-7.


�Therefore, even in case there is invention, a technical creation related to higher forms of life (as the Harvard rodent) would not be patented.


� Law 9.729/96, art. 42.


� INPI Regulations nr. 126/96 of May 15, 1996, which was suposed to clarify the matter is silent about it.


�The pipeline as proposed by the U.S. delegation to the Uruguay Round effectively would impose a extended retroactivity in connection with patents issued abroad years and years before the TRIPs entry into force. See Ross and Wasserman, The GATT Uruguay Round: a Negotiating History (1986-1992), Kluwer 1993, p.54. The actual text included in TRIPs did not intend that result, and its language does not support it. J.H. Reichman, Universal Minimum Standards (...), 29 Int’l Lawyer 345, at 353. International Chamber of Commerce, The Gatt Negotiations, 1994, p. 58. 


� Contributory infringement is a kind of violation hitherto unknown to Brazilian law. It would be difficult to the courts to elaborate precise standards as to the precise boundaries whitin which such contribution is illegal.


�Would this provision be interpreted as being domestic exhaustion of rights? The concept of “patent owner consent” may receive considerable extent or be restricted to specific purposes and to circumstances where authorization is specifically stated.


� See the French Intellectual Property Code of 1992, art. 613-5, D. Chisum, Patents, 16. 03 [1]. 


� Art. 50 of the Law 8.383/91.


� Art. 76 of Law 8.383/91


� Art. 77 of Law 8.383/91


� Carta Circular 2.282/92


� Brazilian Law, specially its Tax branch , draws a distinction between royalties, defined as the payment for the exploitation of an Intellectual Property right, and, on the other hand, the fees or payments due for services or non patented technology. Holding a payment as royalty may result in significant legal consequences, which differ from those regarding the other mentioned payments. Non royalty payments include technical assistance fees and service fees. Technical assistance agreements are characterized as those service contracts providing for payments calculated as a proportion of gross receipts, income, profit or unit of production. Service contracts other than technical assistance contracts were those agreements satisfying two cumulative requirements: no trade secret provision and no contingent price (that is, a price that is not computed as a proportion to income, profit, unit produced or otherwise). See Denis Barbosa, Tributação da Propriedade Industrial e do Comércio de Tecnologia, Ed. RT, 1983, p. 48-68. 


� As there have never been a Double Taxation Agreement between the United States and Brazil, the withholding level equals US corporations with the Japanese and European competitors, holding national status to countries who did negotiate such Agreements. 


� Order 436/58, 113/59 and B 314/70 from the Secretary of Treasury; Rules ADN CST 30/75, 31/75 and 37/75. The recent 1994 Income Tax Regulations, among other relevant provisions, subject those agreements to INPI registration for deductibility and incentive purposes and keep the quantitative limitations of the 1958 Law.


� Executive Order 1.041 of January 11, 1994, Art. 490. V and § 6, Art. 292 , 293 § 3, 294 § 3. Law 8.383/91, Art. 50.
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