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What are the Benefits Associated with Registering Patents in Thailand?
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One of the most difficult issues for foreign investors doing business in developing countries such
as Thailand is how best to protect their proprietary technology from infringement.
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This issue can be particularly important, as in many cases the company’s technology to be
protected will be among its most valuable assets and the basis of its competitive advantage in the
market.
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Patents are the primary (but not the only) method by which parties identify and protect their
proprietary ownership of an invention.
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A somewhat simplistic definition of a patent is a temporary, exclusive right granted to an inventor
(individual or business) by the government to prevent others from manufacturing, selling or using
the invention.
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Note that the definition of “invention” here is quite broad and encompasses all patentable
technology, including mechanical inventions, processes, formulas and designs.
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The next chapter will focus on the legal issues associated with registering patents in Thailand.
The purpose of this chapter is to explain:
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1. the general objectives of patent law; and
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2.  the benefits associated with registering patents in Thailand.
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Objectives of Patent Law
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One of the primary objectives of patent law is to promote innovation in the marketplace. It works
to accomplish this by granting the developers of patentable inventions an incentive in the form of
an exclusive right to use, produce, and sell the invention for a period of time.
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Patent law is so important because without such protection, unauthorized parties would be free to
wait for others to invest the time, energy and money necessary to develop new technology and
then simply copy it. Therefore, patent protection helps to facilitate a return on investment.
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EXAMPLE: Suppose a company expends the time, money and effort necessary to develop an
innovative and potentially life-saving surgical device. The company eventually applies for, and
obtains, a patent for the product. That company would be granted an exclusive right to produce,
use and sell that invention for a set period of time.
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During the protection period a third party with no rights to the invention begins to produce, use
and sell the device. The patent holder may then call on a court and/or the police to order the
infringer to cease production, use, and/or sale of the device and impose fines and/or imprisonment.
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Another objective of patent law is to present greater certainty in the market by providing a system
by which to determine who holds the exclusive rights to a particular invention.
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EXAMPLE: Suppose Company A and Company B are competitors in Thailand and are both
racing to develop the same patentable technology. Company A files a patent for the technology
before Company B, and the patent is eventually granted. As Thai law generally states that the
first party to file a patent application (which is eventually approved) has exclusive rights to the
invention, it would be clear that Company A has the exclusive rights to the technology rather than
Company B.
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Benefits of Registration
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There are many benefits to registering patents in Thailand. The first four discussed below are
associated with protecting patents against would-be infringing third parties in Thailand. The last
three focus on how to enhance the value of a business by registering patents.
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1. Protection Periods
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There are three types of patents in Thailand, each with differing protection periods. They are as
follows.
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Patent Type Examples of Inventions Protected Protection Period
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Standard Patent New manufactured article, machine, composition | 20 years
PRELEHg 28 =v w of matter, process for making or doing something | (non-renewable)
and product improvement 20 HEANA] 4L
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Design Patent New external shape or surface of a manufactured | 10 years
Wit Hee metsan | article (non-renewable)
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Petty Patent
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New item which would otherwise qualify for
standard patent except that it has no strong
technical innovative step
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10 years maximum
(non-renewable)
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6 years with 2
renewal periods of 2
years
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These three types of patents will be discussed in greater detail in Chapter 14.
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2.  Scope of Protection
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Once a patent application has been filed and subsequently published (see Chapter 14) the
technology contained in the application becomes a part of the “state of the art”. This means that
future inventions based on the same technology or innovation would no longer be patentable.
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EXAMPLE: An individual files a patent application in Thailand for a new and innovative type
of can opener and the application is filed, published and then eventually approved.
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At the time of publication, this invention would become a part of the state of the art which means
that any subsequent patent applications based upon the exact same invention would not be
considered new and, therefore, not patentable.
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3. Increased Penalties
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In order to claim exclusive ownership of an invention in Thailand the owner (or someone
authorized by the owner) must obtain a patent in Thailand. As the chart below shows, Thai law

does not afford protection to invention owners who have not filed for, and obtained, a patent in
Thailand.
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Not registered in Thailand Registered in Thailand
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Fines applicable (import, None - Up to 400,000 baht
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EXAMPLE: Suppose a Japanese car company develops a completely new automobile
transmission system for a line of cars to be sold in Thailand. A local, unaffiliated parts company
in Thailand then starts to produce and sell the transmission system using the same technology.
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If the Japanese company has mot registered a patent for the transmission system with the
Department of Intellectual Property (DIP) in Thailand, ne penalties would be applicable to the
local, unaffiliated company.
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However, if the Japanese company has already registered its patent with the Thailand DIP, the
maximum fine applicable to an infringing party for production and sale would be 800,000 baht
(400,000 baht fine x 2 infractions) and/or 4 years maximum imprisonment (2 years imprisonment
x 2 infractions). Moreover, the presiding Thai court can order the infringer to stop the production
and sale of the transmission system.
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Note that even though terms of imprisonment are technically applicable to patent infringers under
Thai law, in actual practice Thai courts in the past have been generally reluctant to impose a
sentence of imprisonment on infringers in these situations.
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4.  Priority
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The concept of “granting priority” means that the owner of an invention is granted patent
protection as of the date the patent in Thailand was applied for (but not yet approved) as long as
the patent application is eventually approved.
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EXAMPLE: A US company operating in Thailand develops a new technology to use agricultural
by-products to produce a biodegradable plastic. The company files a patent application for the
technology in Year One and the application is eventually granted approval in Year Five. In this
case, because the application was eventually granted approval, the US company would receive
patent protection for the technology as of the time the original application was filed in Thailand
(Year One) instead of when the application was finally approved (Year Five).
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The concept of granting priority also extends to patents first filed overseas then subsequently filed
in Thailand.
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Under Thai law, if an application for a Standard Patent or Petty Patent is filed in one country and
then subsequently filed in Thailand within 12 months of the initial filing, the owner can claim
priority and receive protection in Thailand as of the date of the initial filing in the other country
(as long as the country of the first filing grants similar rights to Thailand parties). For Design
Patent applications the priority period is six months.
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EXAMPLE: A German manufacturing company files a Standard Patent application in Germany
on January 1 for a new manufacturing process. The patent had not previously been registered
anywhere in the world. On December 1* of the same year, the company files the patent application
in Thailand. Both applications are eventually approved. Generally, because both Germany and
Thailand are members of the WTO and the Thailand application was filed within one year of the
initial German application, the owner can claim protection of the patent in Thailand as of January
1* (filing date in Germany) rather than as of December 1% (date of filing in Thailand).
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Note that in order for the German applicant to receive the benefit of priority in Thailand it must
indicate the priority date in the blank provided in the Thailand application and file a separate
request for priority claim with the DIP (see Chapter 14).
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5.  Providing Evidence of Ownership
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Patent registration in one country may be used as supporting evidence of ownership of the patent
in other countries when disputes arise.
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EXAMPLE: In Month One a Canadian company obtains a patent in Canada for an innovative
toothpaste tube design. In Month Five the company applies to register the same patent in Thailand
only to find that an imposter with no legitimate claim to the design has already applied to register
the same patent in Thailand. If the Canadian company wishes to petition the Thailand Intellectual
Property Court to cancel the imposter’s application in Thailand, it may use the company’s patent
application in Canada as evidence of the Canadian company’s better right to the technology.
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6. Enhanced Share Value
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A company’s share value increasingly depends upon the proprietary technology it develops or
otherwise accumulates. In fact, some companies that barely have a business plan raise vast sums
of money through initial public offerings (IPO) or private placement due solely to the technology
that they have obtained rights to.
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EXAMPLE: A company specializing in nano-technology develops a new metallic substance
which is as strong and durable as steel, but it weighs only a hundredth as much. This company
files a series of patent applications laying claim to this new technology and then, shortly after, the
company prepares for its [PO. Because the company has already filed the patent applications for
the technology and thus, has laid claim to its exclusive ownership, the amount of interest in the
IPO, and the amount raised may be much higher than if the patent applications had not been filed.
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EXAMPLE: A privately-held alternative fuels research and development (R&D) company
develops a new fuel source derived from cactus plants. Even though the formulas and production
process for the new fuel has already been fully developed, the company has not yet filed patent
applications for this technology due to cost considerations. The company has few other valuable
assets.
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A US multinational company then approaches the R&D company and initiates negotiations for
the US company to buy all of the R&D company’s shares. During the negotiations, the US
company sends valuation experts to determine the value of the R&D company’s assets, including
the new cactus fuel they have developed.
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As the company has yet to assert its exclusive ownership to the fuel formula (by filing patent
applications) it does not yet have clearly defined rights to the technology.
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This fact places the management of the R&D company in a much weaker position to negotiate the
highest possible share price. If the R&D company had already filed the patent applications before
the value negotiations commenced, then they would have been in a much stronger position to reap
the maximum benefit from the sale.
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7. Patent Licensing
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As mentioned above, registering the patent gives the owner clearly defined legal rights. This
degree of certainty of ownership is quite important when licensing the use of the patent to third
parties.
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In patent licensing agreements, one party (referred to as the licensee) acquires particular rights to
use technology from another party that owns or otherwise has rights to, the technology (referred
to as the licensor). Appendix A contains a sample patent licensing agreement presented in Thai
and English.
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In such situations it is not legally required but is generally advisable that the technology which is
to be licensed first be registered in the country(ies) where the license will be used.
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EXAMPLE: A UK company develops an innovative design for a new type of refrigerator.
Instead of investing to establish the facilities necessary to produce and distribute the refrigerator
itself worldwide, the company plans to license the production and the sale of the refrigerator to
companies in four different countries in exchange for a royalty fee. The company has filed a
patent application for the design in the UK, but not in the four countries.
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In order to maximize the opportunity to license the production and sale of the refrigerator the UK
company should first file patent applications in each of the countries where the it intends to seek
licensees.
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By filing patent applications in each of those countries, the company will be able to show
prospective licensees that it has clearly defined rights with respect to the design in those countries.
If it does not file patent applications, the company’s rights to the design will be less clearly



defined, thereby making it potentially more difficult for the company to market the license to
prospective licensees.
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Another situation in which filing patent applications for new technology is quite important is when
a technology owner outside of Thailand wishes to license the use of the technology to a Thai party.
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Here, if the technology owner has filed patent applications for the technology in Thailand he may
authorize the licensee to pursue claims against infringers of the patent in Thailand on the owner’s
behalf.
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EXAMPLE: A German pharmaceutical company develops a new drug, which cures a certain
type of cancer, and enters into a licensing and distribution agreement with a Thailand company
for that company to sell the drug in Thailand. The German company had previously filed the
patent with the DIP in Thailand. The Thai company has also registered the licensing agreement
with the DIP.
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A competing pharmaceutical company begins to produce and sell a drug in Thailand with exactly
the same formula and composition as the German company’s drug.

— 5 TE AN T 25 A ) T AR AE 28 [ AR 7 A A — A 5 4 [ o w) 25 W O R0 e 4 A )
IDESEZ/

In this situation, because the patent has been registered in Thailand and the licensing agreement
has also been registered with the DIP, the Thai company would have the authority to pursue claims
against infringers in Thailand on behalf of the German owner.
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If the patent and the licensing agreement had not been registered here, the local licensee would
not have such right and the German company would instead have to pursue the claim itself.
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Note that in order for the licensee in Thailand to pursue a claim in Thailand against a third party
on behalf of the owner, the licensee must register the licensing agreement with the DIP, granting
the licensee the right to use and protect the patent. This registration can normally be accomplished
within a day.
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