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< Germany >

”Second Patent Law Simplification and Moderniza-
tion Act” comes into force — Does this mean that the
German “Injunction Gap” will come to an end?
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In June 2021, both German chambers, the Bundestag and the Bundesrat, adopted the
second law for the simplification and modernization of patent law. The more formal and
administrative parts of this new Act are already in force. The other, more substantial and crucial
parts of the law will enter into force on May 1st, 2022.

The Act is to simplify and modernize both the Patent Act and other laws in the field of industrial
property protection.

Among others, the following aspects are renewed :

- Clarifications are made in patent and utility model law with regard to injunctive
relief

- Nullity proceedings before the Federal Patent Court (BPatG) are streamlined in
order to better synchronize them with patent infringement proceedings before the
civil courts

- The protection of confidential information in patent and utility model litigation
is improved

This Patent Law Modernization Act is the result of extensive lobbying, particularly by
the automotive industries, above all in order to mitigate the enforcement of injunctive relief in
certain cases as the automotive industries have been threatened by that claim in the recent years
more and more. Another strong motivation was to reduce the "injunction gap" that exists in the
German bifurcated patent system. Accordingly, the focus is on a proportionality test which is now
explicitly introduced into the renewed Patent Act for injunctive relief and the introduction of a

six-month target rule period for the BPatG's preliminary opinion in nullity proceedings.

Proportionality test for injunctive relief

The injunctive relief in Sec. 139 (1) Patent Act was added the following passage :
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"The claim [for injunctive relief] shall be excluded if the claim would lead to disproportionate
hardship for the infringer or third parties not justified by the exclusive
right due to the special circumstances of the individual case and the requirements of good
faith. In this case, the infringed party shall be granted appropriate compensation in money."

An identical amendment is also introduced in the Utility Model Act.

The amendment now explicitly excludes the right that an injunctive relief is granted if
this would lead to unjustified hardship for the infringer. If this exclusion takes effect, the infringer
must pay appropriate compensation for the future in addition to any backward-looking damages.
The amount of such compensation will initially be based on a license customary in the market.
However, it is theoretically possible to reduce or increase the compensation, e.g., depending on
the status of the patent and the fault of the infringer.

It will be interesting whether this new rule will change the practice of the Courts
which, up to now, usually granted injunctive reliefs regularly. It has to be noted that this practice
was highly regarded throughout the world and made Germany a very attractive location for the
enforcement of patents.

Hence, it is believed that this new limitation of the right to injunctive relief shall be
granted as an absolute exception. And even though defendants will certainly argue that an
injunction is disproportionate in their case in many patent litigation proceedings in the near future,
it is to be expected that the courts will react very cautiously.

In order to enhance the chance of limiting the injunctive relief in individual cases from
the defendant's point of view, the defendant will have to sufficiently substantiate the claim of
disproportionality with figures and data, e.g., with business figures on the challenged product and
on his company as a whole (for example, in the case of an existential threat posed by an
injunction). In particular, the question of disproportionality will play an important role in the case
of a low value of the patent-infringing but nevertheless functionally essential component in a
complex product and the associated high losses in the case of a supply stop of the entire product

(e.g., a complete car in case of a chip or connectivity device embedded in the car).

Reducing the Injunction Gap = Speeding up the nullity proceedings before the Federal Patent

Court (BPatG)

The long duration of patent nullity proceedings (approx. two to three years in average

in the first instance at the BPatG) has been criticized by everyone. This in particular applies in
view of the fact that — due to the bifurcated system in Germany- the civil courts handling the

infringement proceedings, usually conclude the infringement proceedings in the first instance
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within one to one and a half years, i.e. much earlier than the BPatG in the nullity proceedings.

In order to reduce the resulting "Injunction Gap" and thus the pressure on the
defendant, the Patent Law Modernization Act provides that a nullity action received by the BPatG
will be served on the patentee more quickly and that the patentee must reply to the action
within two, max. three months. Within six months after service of the action, the BPatG shall
issue a qualified notice in which the court issues a preliminary opinion on its view of the legal
status and the relevant and questionable aspects of the challenged patent. In addition, the BPatG
shall serve its preliminary opinion also to the infringement court.

The aim of this streamlining of the proceedings is that the preliminary opinion, shall
be available at the time of the oral hearing at the infringement court, in which a technical judge at
the BPatG has at least once provisionally dealt with the legal status of the patent in suit. This
preliminary opinion will play a major role in the suspension decision in infringement proceedings,
since it is often the only neutral assessment of the legal status of the patent in suit. However, it is
not clear yet whether the six-month period (which is only introduced as a "shall" provision, i.e., is

not mandatory) will be applied in legal practice or not.



