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31 July 2020

Supreme People’s Court
27 Jiaomin Alley
Dongcheng District
Beijing, P.R.China

VIA EMAIL: spcip611@163.com

Re: Certain Provisions of the Supreme People’s Court on Evidences in Civil

Intellectual Property Litigation
To the Supreme People’s Court:

The Intellectual Property Owners Association (IPO) wishes to thank the
Supreme People’s Court (hereinafter referred to as the “SPC”) for the
opportunity to respond to the request for comments on the draft “Certain
Provisions of the Supreme People’s Court on Evidences in Civil Intellectual
Property Litigation” (hereinafter referred to as the “Provisions™) published on
15 June 2020.

IPO is an international trade association representing companies and
individuals in all industries and fields of technology who own, or are interested
in, intellectual property rights. IPO’s membership includes 175 companies and
close to 12,000 individuals who are involved in the association either through
their companies or as inventor, author, law firm, or attorney members. IPO
membership spans over 30 countries.

IPO advocates for effective and affordable IP ownership rights and offers
a wide array of services, including supporting member interests relating to
legislative and international issues; analyzing current IP issues; providing
information and educational services; and disseminating information to the
public on the importance of IP rights.

IPO appreciates that the Provisions appear to reflect certain evidence-
related provisions of the recent Phase 1 Intellectual Property Agreement between
China and the U.S. Indeed, IPO views this invitation for comments as an
important and useful implementation of the two countries’ agreement to
strengthen their cooperation regarding the fact-finding process in civil IP cases.
We are pleased to see in this draft the SPC’s strong focus on matters of burden
of proof, collection, preservation, cross—examination and verification of
evidence, and we hope that our comments will be helpful to the process of
making the Provisions final, as well as inform future developments in Chinese
evidence law. We provide below our comments on the Provisions.
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Article 5

Article 5 provides a list of relevant records that may be used as evidence to determine
the amount of compensation for infringement of intellectual property rights. In order to
clarify that this list identifies some but not the only types of relevant records that may be
considered as evidence, it is respectfully suggested that Article 5 be amended as follows:

Relevant records in financial books, accounting vouchers, annual reports
of listed companies, and company websites or brochures, industry margin,
appraisal reports, contracts for licensed use of intellectual property rights
and records of administration for industry and commerce, tax authorities
and financial departments, and other relevant records relating to damages
associated with the infringement may be used as evidence to determine the
amount of compensation for infringement of intellectual property rights.

Article 6

Article 6 lists several items that are not subject to Article 92 of the Interpretation of
the Supreme People’s Court on the Application of the Civil Procedure Law of the People’s
Republic of China. These items include the right subject, right status, and the comparison
of technical features. However, the definition of “right subject” is not clear, with two
possible explanations: “the right owner” or “the type of the right.” IPO therefore proposes
two alternative options for revisions:

Option 1

The right-subjeet right owner and right status in disputes over intellectual
property rights and the comparison of technical features in disputes over
infringement of patent rights are not subject to the provisions on admission
of facts in Article 92 of the Interpretation of the Supreme People’s Court on
the Application of the Civil Procedure Law of the People’s Republic of
China.

Option 2

The right-subjeet the type of the right and right status in disputes over
intellectual property rights and the comparison of technical features in
disputes over infringement of patent rights are not subject to the provisions
on admission of facts in Article 92 of the Interpretation of the Supreme
People’s Court on the Application of the Civil Procedure Law of the
People’s Republic of China.

Article 7

Article 7 stipulates that, in civil litigation of intellectual property rights, certain facts
can be exempt from evidence production. Exemption from evidence production shall be
exceptions in civil litigations. It is respectfully submitted that those facts that can be exempt
from evidence production should be defined in a clear and definite manner. IPO therefore
suggests that the SPC specify those facts that can be exempt from evidence production,
instead of referring to “basic facts” in general.



INTELLECTUAL PROPERTY OWNERS ASSOCIATION
31 July 2020

Article 9

For notarization and legalization of evidence, Article 16 of Some Provisions of the
Supreme People's Court on Evidence in Civil Proceedings, effective May 1, 2020, provides
that: Evidence of identity relationships! formed outside the territory of the People’s
Republic of China shall be notarized by a notary public of the host country and legalized by
the embassy or consulate of the People’s Republic of China in that country, or perform the
certification procedures stipulated in the relevant treaties concluded between the People’s
Republic of China and the host country.

This Article 16 is amended from Article 11 of the previous version of Some
Provisions of the Supreme People's Court on Evidence in Civil Proceedings. The previous
Avrticle 11 provides "For evidence provided by the parties to the people's court that was
formed outside the territory of the People's Republic of China, the evidence shall be
notarized by a notary public of the host country and legalized by the Embassy or Consulate
of the People’s Republic of China in that country, or perform the certification procedures
stipulated in the relevant treaties concluded between the People’s Republic of China and the
host country.” Upon comparison, one can see that now it seems that the notarization plus
legalization procedures are only required for evidence of identity relationships formed
outside the territory of the People’s Republic of China, but for other types of evidence,
“going through the legalization process” no longer is a prerequisite.

Article 9 of the draft seems to still allow the other party to object to the
circumstances, other than as provided in provisions (1) and (2), for failing to legalize a piece
of evidence, which is inconsistent with Article 16 of Some Provisions of the Supreme
People’s Court on Evidence in Civil Proceedings.

If the other party clearly approves the authenticity of the evidence, or the witness
clearly states their willingness to accept punishment for providing false testimony, then it is
respectfully submitted that the authenticity of evidence has been confirmed. As such,
neither notarization nor legalization should be necessary. IPO therefore recommends
modifying Article 9 in the draft to be consistent with the current civil evidence regulations:

For evidence formed outside the territory of the People's Republic of China,
n-one-of the-following-cireumstanees; if the other party in the intellectual
property civil litigation filed an objection to a piece of evidence only on the
ground that the evidence has not gone through the notarization and/or
legalization process, the people's court will not support it_in case of any of
the following circumstances:

(1) The other party clearly approves the authenticity of the evidence;

(2) The party concerned has provided witness testimony to confirm the
authenticity of the evidence, and the witness clearly states that he is willing
to accept punishment if he gave false testimony-;

(3) the evidence does not relate to identity relationships.

! We understand that “evidence of identity relationships” as referenced in the Evidence Law (amended May
1, 2020) may include, for example, a party’s qualification document, Certificate of Authorized
Representative, or power of attorney.

Page 3
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Article 11

Avrticle 11 provides that notarization and legalization may be waived in subsequent
proceedings if the power of attorney (“POA?”) issued for the first-instance proceeding has
been notarized and legalized. Under the current language, courts have discretion as to
whether to require the parties to submit a new set of POA. The process to obtain, notarize,
and legalize powers of attorney (particularly of foreign origin) is a time-consuming and
burdensome administrative hurdle for foreign litigants, with delays that are often beyond
the litigant’s control. In order to balance between efficiency and reliability of such evidence,
and to provide uniformity and consistency in court practices, IPO recommends changing
the discretionary term “may” in the last sentence of this article to “shall”.

If notarized and legalized POA has been submitted in the 1% instance court,

the appellate court may shall not require the parties to submit a new set of

power of attorney documents.

Article 12

This article enumerates factors that courts should consider when making decisions
on applications for evidence preservation. However, evidence can take many forms, some
of which are easier to preserve than others. The factors listed in the article should account
for those differences, in order to balance the interests of the parties and the court, and
promote efficient evidence preservation. More particularly, guiding principles for the
courts’ decisions should include the identification, collection, and storage of evidence, and
appropriate methods for collection based on the type of media involved. IPO therefore
adding the following factors to Article 12:

v. The type of evidence to be preserved (for example, whether the evidence
is a document or an article, such as a machine);

vi. The format of the evidence (for example, does the evidence include
metadata);

vii. The ease or difficulty with which the evidence may be preserved (for
example, can it be copied or otherwise recorded in a transportable
medium, does it require special storage conditions);

viii. The medium on which the evidence is recorded (for example, paper,
electronic storage, biological material);

ix. Where requested, the method for preserving the evidence (for example,
photographic, videographic, or audiographic capture; forensically
sound electronic data replication).

Article 14

Article 14 addresses several guiding principles in crafting protective measures,
including effective fixation of the evidence, preservation of the probative force of the
evidence, minimizing damage to the value of the preserved subject matter, and minimizing
impact on the normal production and operation of the evidence holder. In this regard, it is
respectfully submitted that these guiding principles be further elaborated upon by adding
the following to the end of Article 14:

In crafting the preservation measures, the people’s court shall keep in mind:
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(i) how relevant the evidence to be preserved is to any party's claim or
defense,

(i) that the evidence to be preserved is proportional to the needs of the case,

(iii) the importance of the issues at stake in the case,

(iv) the amount in controversy,

(v) the parties’ relative access to the evidence sought to be preserved,

(vi) the parties’ resources,

(vii) the importance of the evidence to be preserved in resolving the issues,
and

(viii) whether the burden or expense of the proposed preservation measures
outweigh its likely benefit.

Evidence to be preserved within these preservation measures need not be
admissible as evidence at trial.

Article 15

This article requires compliance by the evidence holder with the courts’ evidence
preservation orders. However, the article does not require that the order be delivered to the
evidence holder, providing only that the order “may be” delivered to the evidence holder on
the spot and at the time of preservation. In order to provide the evidence holder with fair
notice of what the holder must do in order to cooperate with the preservation of evidence as
required by the article, the article should instead provide that the order “shall” be delivered
to the evidence holder. PO therefore proposes modifying Article 15 as shown below:

The written ruling of evidence preservation may shall be delivered to the
evidence holder on the spot at the time of preservation_or at a time and in
amanner to be determined by the people’s court in order to provide timely
notice to the evidence holder of its obligations. If the evidence holder
refuses to cooperate or obstructs the preservation of evidence, the people's
court may punish him/her in accordance with the provisions of Articles 111
and 114 of the Civil Procedure Law.

Article 22

Article 22 provides that the parties can file a request to the court for authentication.
To clarify the mechanism for the parties’ selection of a professional appraisal institution for
the authentication, IPO recommends to add the following sentence at the end of the first
paragraph of Article 22.

Upon the approval of the people’s court, both parties may engage a
professional appraisal institution or professional personnel through
consultation, and if the parties cannot reach an agreement, then the court
shall designate one.

Article 23

Avrticle 23 addresses specialized issues pertaining to ascertaining of facts that may
be entrusted for authentication. We note that, with regards to item (3), the determination
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should be applied not only to the alleged infringing technical information (compared to the
technical secrets), but also to the alleged infringing business information (compared to
business secrets), as shown below. This would be consistent with the principles in the Anti-
Unfair Competition Law.

(3) The similarities and differences between the technical trade secrets
claimed by the party concerned and those in public domain, and the
similarities and differences between the alleged infringing technical or
business information and trade secrets;

In addition, we suggest that the court clarify that ascertaining whether a technology
is “defective” should only be for purposes of determining whether it meets the relevant legal
requirement for the issue at stake (for example, enablement, calculation of damages, etc.).
In particular, because the elements constituting what is protectable as a trade secret are very
different from those relating to a patent, this clarification is to ensure that item (4) does not
impose additional legal requirements under the “defective” standard in order for a trade
secret or patent right to be protected. Accordingly, we recommend the following
amendments:

(4) Whether the technology involved in the case is defective in meeting the
applicable legal requirements relevant to the claim at issue;

Article 25

This article provides that expert institutions and individuals may be appointed by the
courts in order to authenticate evidence where there is no system or institution in place for
doing so. In order to promote fairness in the authentication process, the experts should be
required to be independent of the parties, and the court should take into account factors that
could affect their credibility. IPO therefore proposes that Article 25 be revised as follows:

For the identification in business area that did not implement unified
registration and management of identifiers and identification institutions,
the people's court may, in accordance with the provisions of Article 32 of
the Rules of the Supreme People's Court on Evidence in Civil Litigation,
designate the professional institutions and persons with relevant technical
skills for the identification. The professional institutions and persons shall
have a high level of knowledge and skills in the relevant technical fields and
necessary identification equipment and conditions, and further shall be
independent of the parties . The people’s court shall take into account any
biases, prejudices, interests or any other circumstances that according to
the evidence could affect the credibility of the opinions and testimony of
the institutions or persons.

Article 28

Similarly to Article 25, this article provides that expert institutions and individuals
may be appointed by the courts in order to prepare reports concerning specialized issues in
the case. In order to promote fairness and objectivity in their reports, the experts should be
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required to be independent of the parties, and the court should take into account factors that
could affect their credibility. IPO therefore proposes that Article 28 be revised as follows:

Article 28 The litigants in the civil litigation of intellectual property rights
may apply to the people's court for entrusting professional institutions or
persons with the preparation of appraisal reports, economic analysis
reports or market investigation reports on specialized issues of a case. With
the consent of the people's court, the two litigants may designate such
professional institutions or persons through consultation. If consultation
fails, the people's court shall designate them. In any event, the institutions
and individuals shall be independent of the parties, and the people’s court
shall take into_account any biases, prejudices, interests or any other
circumstances that, according to the evidence, could affect the credibility
of the opinions and testimony of the institutions or persons.

Article 31

When determining whether particular evidence is a trade secret, the position of the
litigant or the owner of the evidence should be considered first. To encourage transparency,
and to enable the public’s access to the bases for judicial rulings, absent a request from the
litigant or owner of the evidence, the court should not rule that evidence be kept confidential.
In addition, where a litigant is not the owner of the evidence at issue, it is respectfully
submitted that such owner shall have the right to request that the evidence be kept
confidential. IPO therefore proposes the following revisions:

The people's court may, upon the application by the litigants or accerding
to-ts-authority the application by the owner of the evidence, rule that the
evidence shall be kept confidential, or order the persons to whom the
evidence is accessible to sign a letter of confidentiality undertaking, or
require the litigation participants to sign a confidentiality agreement.

In addition, and as a practical matter, we recommend clarifying the first paragraph
of Article 31 so that attorneys, patent agents, or other persons with expertise representing a
party not only are permitted to consult the evidence, but also to make copies for the purpose
of representing the party in the proceeding. Therefore, we recommend the following
addition:

Where exchanged or cross-examined evidence involves trade secrets, the
parties concerned shall not consult, extract, duplicate or take photos of the
evidence, but the attorney, patent agent or other person with expertise that
is approved by the people’s court may consult the evidence or duplicate it
for the sole purpose of representing the party in the proceedings subject
to such confidentiality measures that will keep the information protected
from public disclosure.
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Article 38

Related to the principles stated in relation to Articles 25 and 28, in order to promote
fairness and objectivity in their reports, IPO proposes that the court should take into account
factors that could affect the credibility of those with expertise providing opinions on
specialized issues. We recommend:

The parties concerned may apply for persons with expertise to appear in
court to put forward their opinions on relevant specialized issues. The
people’s court may also notify persons with expertise to appear in court in
accordance with its own authority depending on the status of the trial. The
people’s court shall take into account any biases, prejudices, interests or
any other circumstances that according to the evidence could affect the
credibility of the opinions and testimony of the persons with expertise.

Article 42

This article prescribes that expenses incurred by experts to appear in court shall be
borne by the “losing party.” However, it is not clear whether this refers to the “losing side”
with regards to the specific issue the expert is being called to opine on, or to the outcome of
the litigation. If is not uncommon to see a party be on the “losing side” on a specific issue
that an expert was called to testify on (e.g., to explain a particular claim element, or propose
a specific claim interpretation), but ultimately prevail as to whether there is infringement
liability. Moreover, which side is considered a “losing party” can be ambiguous. A party
may prevail in establishing infringement liability and damages, but be denied a granting of
permanent injunction by the court; or, a party may succeed in establishing infringement
liability, but the damages it requested are significantly reduced by the court. The expenses
for having an expert appear in court can often be significant, and each party has control over
whether and which expert they wish to call upon. We recommend that each party pay for
the expenses of its own expert, and when the court appoints an expert that each party share
the expenses equally.

The necessary expenses such as transportation, accommodation, dining, etc.
incurred by a person with expertise due to appearance in court shall be
borne by the tesing-party party applying for the appearance of such person.
Where a party concerned applies for a person with expertise to appear in
court, the party shall disburse the expenses in advance and bear all
associated expenses; where the people’s court notifies a person with
expertise to appear in court in accordance with its own authority, the
people’s court shall disburse the expenses in advance_and each party shall
bear the associated expenses equally.

Article 50

Recordation of a license contract is merely an optional procedural requirement under
PRC laws, and has no legal effect on the content or effectiveness of the contract. Therefore,
IPO submits that whether or not a license contract is recorded shall not be a factor in the
determination of royalties. Additionally, other relevant factors associated with the evidence
of royalties should be considered. IPO therefore proposes the following revisions:
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If the amount of compensation shall be a reasonable multiple of the
royalties for licensed use of intellectual property rights, the people’s courts
shall take the following factors into account in examining and identifying
the evidence of the royalties:

i. Whether there is an interest relationship between the licensee and
the licensor;

ii. Whether the royalties have been paid, how were they paid, and
whether the license contract has been performed-and-recorded;

iii. The right, scope, way, period and territory of the licensed use-;

iv. Any other relevant factor associated with the evidence of

royalties.

We thank the Supreme People’s Court for its attention to IPO’s comments submitted herein,
and we welcome further dialogue and opportunity to provide additional comments.

We have enclosed this letter as translated herewith.

Sincerely,

Daniel J. Staudt
President

Attachment



