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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: Opinions of the Supreme People’s Court on Strengthening
Punishment Intensity of Acts Infringing Intellectual Property Rights

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 “Opinions of the
Supreme People’s Court on Strengthening Punishment Intensity of Acts
Infringing Intellectual Property Rights” (hereinafter referred to as the
“Opinions”) 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.

The Opinions highlight the importance of deterring IP infringement
activities so as to effectively protect legal rights of IP holders. IPO appreciates
SPC’s efforts to curb IP infringement activities in order to promote a sound IP
environment in China.

We provide our comments on the Opinions below.
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INTELLECTUAL PROPERTY OWNERS ASSOCIATION
31 July 2020

Articles 1 and 2

As a general comment, IPO welcomes the SPC’s support for conduct preservation
in accordance with applicable laws as a means to preserve the IP owner’s rights. We
respectfully submit that cases of “imminent infringement” where conduct preservation is
applied under Article 1 should be limited to clear and compelling situations where there is
a clear case of urgency, and that the duration should be restricted to the minimum time
necessary. Because the defending party is not afforded a full and fair opportunity to develop
and present legitimate non-infringement and/or invalidity arguments, conduct preservation
under Article 1 is an extraordinary measure that should be applied sparingly.

Specific to patent cases where technical issues are involved, conduct preservation
prior to judgment as provided under Article 2 should be approached with a special degree
of care. The balance of hardships should be considered as well as the likelihood of success
on the merits in accordance with applicable laws and consistent with SPC’s existing judicial
interpretations. In addition, conduct preservation prior to judgment should not issue where
there is a pending invalidation action and the defending party can demonstrate that there is
a strong likelihood that the patent is invalid.

Article 6

The first sentence of Article 6 speaks to the general rule of stopping the manufacture
and sale of infringing products. The second sentence of Article 6 addresses conditions under
which (i.e. due to public health and environmental resource protection) compulsory
licensing may be prescribed by the people’s court. As a general matter, the imposition of
compulsory licenses can undermine the incentives created by the IP system for innovation
and creativity. If compulsory licensing is to be addressed in Article 6, however, it is
respectfully submitted that, for consistency, imposition of a compulsory license should be
guided by the compulsory licensing articles (i.e. Articles 48 — 58) under Chapter 6 of the
Patent Law of the People’s Republic of China, which the following amendment to the
second sentence would accomplish:

If the violation of law is not ordered to stop infringement due to public
health and environmental resource protection_and based on the
applicable provisions of Chapter 6 of the Patent Law of the People’s
Republic _of China, alternative measures such as economic
compensation shall be taken.

Article 8

It appears that Article 8 aims to comply with the requirements of TRIPS Part I,
Section 2, Article 46. In seeking further clarity as to when the materials and tools mainly
used for the production of counterfeit goods can be disposed of outside the channels of
commerce, IPO recommends to specify the purpose of such disposal is to minimize the risks
of further infringements, and thus proposes the following revision, which is consistent with
the language of TRIPS:

In civil proceedings, if the right holder presents evidence to prove the
existence of counterfeit or pirated commodities and the materials and

Page 2



INTELLECTUAL PROPERTY OWNERS ASSOCIATION
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tools mainly used for the production of counterfeit or pirated
commodities and claims that they shall be destroyed immediately, the
people's court shall support such claims, except in special
circumstances. Under special circumstances, the materials and tools
mainly used for the production of counterfeit or pirated commodities
may be disposed of outside commercial channels in such a manner as
to minimize the risks of further infringements. If the infringer claims
compensation, the people's court shall reject such claims.

Article 11

Article 11 provides that avenues such as industrial and commercial taxation
departments should be actively utilized to obtain data relating to average profit rate of the
industry of the infringing products. Industrial and commercial taxation departments can be
important sources of information for the right owner to properly assess the infringer’s profits
and assets, especially in the case of an uncooperative infringer. At the same time, there may
be legitimate reasons why an accused infringer may wish to maintain the confidentiality of
its sales or financial information. In all cases, care should be taken to avoid giving a patent
owner a windfall where no reliable evidence is presented to the court on damages. IPO
recommends that evidence from such sources should be actively sought also to support
claims for compensation to the right holder and enforcement of judgments, as shown below:

Actively use the relevant data displayed in the documents shown in
industrial and commercial taxation department, third-party business
platforms, infringer websites or disclosure documents legally made by
companies and the average profit rate of the industry, etc. to determine the
profit status of the infringement and compensation to the right holder, and
to support enforcement of judgment according to law;_provided that all
evidence must be reliable and related to the accused infringement.

We thank the Supreme People’s Court for the opportunity to comment, and we welcome
further dialogue and opportunity for discourse.

We have enclosed this letter as translated herewith.

Sincerely,

& | ‘#%é& L
I/
v

Daniel J. Staudt
President
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