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Comments on Interpretation of the
Supreme People’s Court on Several
Issues Concerning the Application of
Law in the Trial of Patent
Infringement Dispute Cases (ll)

Li Jian

On 25 January 2016, the Judicial Committee of the Su-
preme People’s Court passed the Interpretation of the Su-
preme People’s Court on Several Issues Concerning the Ap-
plication of Law in the Trial of Patent Infringement Dispute
Cases (Il) (hereinafter referred to as the Interpretation Il) af-
ter discussion, which will come into effect on 1 April 2016.
This article is intended to make brief comments on the pri-
mary content of the Interpretation Il so as to facilitate accu-
rate understanding of the original meaning of the provisions.

|. Background

The Supreme People’s Court released the Interpreta-
tion of Several Issues Concerning the Application of Law in
the Trial of Patent Infringement Dispute Cases in December
2009, which has played an important role in protecting the
rights and interests of patent holders and stimulating inno-
vations in science and technology. New issues concerning
the application of law have emerged constantly in judicial
practice over the past five years. Decision of the Central
Committee of the Communist Party of China on Major Is-
sues Concerning Comprehensively Deepening Reforms

specifically proposed to enhance IPR utilization and protec-
tion, improve an incentive system for technological innova-
tions and boost implementation of innovation-driven devel-
opment strategies. The standing committee of the National
People’s Congress of China decided to set up IP courts at
Beijing, Shanghai and Guangzhou for dealing specifically
with cases involving expertise and technology such as pat-
ent cases. To ensure proper implementation of the Patent
Law, unify and refine judging criteria for patent infringe-
ment, and timely adapt the patent trials to the development
of technological innovations, the Supreme People’s Court
decided to draft once again a judicial interpretation of pat-
ent infringement determination after the release of the Judi-
cial Interpretation of the Patent Law in 2009. In the process
of drafting, the Supreme People’s Court listened to the opin-
ions of competent departments, courts, scholars, lawyers,
patent attorneys, enterprises and industrial associations
and solicited through the internet 400 - plus suggestions
from various communities at home and abroad, including
the U.S. government, American Bar Association, U.S. Cham-
ber of Commerce, Japanese Patent Office and European
Union Chamber of Commerce in China. The drafting of the
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Interpretation Il lasted two years and went through amend-
ment for 16 times before the finalized Draft for Review was
submitted to the Judicial Committee of the Supreme Peo-
ple’s Court.

Il. Major content and characteristics

The Interpretation Il, inclusive of 31 Articles, is mainly
summarized on the basis of high-profile cases published on
the Gazette of the Supreme People’s Court and experienc-
es in patent adjudication, covering such key and tough is-
sues in patent adjudication as claim construction, indirect
infringement, standard implementation defence, legal re-
source defence, cessation of infringement and calculation
of damages. If the greatest contribution made by the Judi-
cial Interpretation of the Patent Law released in 2009 is to
improve the rules for claim construction, then the spotlight
of the Interpretation Il lies in clarification of the boundaries
within which patent rights can be exercised. In view of the
issues at different levels that are regulated by the Interpreta-
tion II, the content of the Interpretation Il is summarized in
this article with the following three characteristics:

(1) Adhere to a problem-oriented approach, strengthen
the protection of patent rights, try all the efforts to solve the
primary issues such as “long case-handling period, difficul-
ty in evidence collection, and low damages”, ensure the ful-
filment of the rights and interests of the patentees, and en-
courage innovation fundamentally.

For instance, the indirect patent infringement system
as stipulated in Article 21 of the Interpretation Il ' further
puts emphasis on protection of patent holders. Similar provi-
sions can also be found in the revised Draft of the Patent
Law that is soliciting public opinions. In practice, if there is
no contact between an indirect infringer and an infringer fi-
nally exploiting the invention - creation, contributory fault
does not exist. However, if the indirect infringer knowingly
provides the parts to commit direct infringement with sub-
jective malice or actively induces others to commit infring-
ment, his act falls within the scope subject to regulation of
Article 9 of the Tort Liability Law in view that the indirect in-
fringer is obviously malicious and the parts or methods pro-
vided are specially used for or the main incentive for indi-
rect infringing acts. That does not mean to provide extra
protection for patent holders beyond the current legal
framework, but is in line with the proper meaning of the Tort
Liability Law and the objective to improve the protection of
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patent holders.

It should be noted that indirect infringement is pre-
mised on direct infringement, which explains why the provi-
sion has such an expression as “implementing” the act that
infringes on the patent right. But it means in no way that di-
rect infringement must be found before filing a lawsuit
against indirect infringement. As to whether indirect and di-
rect infringers shall be jointly sued as defendants, there is
no need to sue them as defendants in consideration of the
likelihood that the direct infringer has been determined in a
prior judgement, and the people’s court has the discretion
to decide whether the direct infringer shall be sued as the
joint defendant according to the specific details of each
case.

Moreover, as to the issues of “difficulty in evidence col-
lection and low damages”, Article 27 ? of the Interpretation
Il improves the rules for adducing evidence related to the
damages award in patent infringement lawsuits to some ex-
tent. With reference to the rules for spoliation of evidence in
Article 63, paragraph two of the Trademark Law, the obliga-
tion to prove the profits gained by infringers shall be as-
signed to infringers in consideration of the preliminary evi-
dence provided by the patent holder and relevant evidence
in the hands of the infringers, and thus this regulation will be
consist with Article 65 of the Patent Law regarding the se-
quence of the steps of calculating the amount of damages.

Further, as to the issue of long case-handling period,
the pertinent provisions have been set forth in the Interpreta-
tion Il. Under the current Chinese legal framework for pat-
ents, when the right holder sues the defendant of infringing
its patent right, the latter tends to file a request with the Pat-
ent Reexamination Board (PRB) for invalidating the patent
right, and the courts for handling the disputes over patent
infringement, which have no power to examine the validity
of patent rights, often suspend civil proceedings and wait
for the outcome of administrative lawsuits related to patent
grant and invalidation. The procedure related to patent
grant and invalidation is rather redundant, and recurrent liti-
gation and idling proceeding are too severe to solve the dis-
putes essentially. To enhance the efficiency of hearing pat-
ent infringement lawsuits, alleviate negative influence
caused by the long case-handling period, and take full con-
sideration of the low possibility of overruling the PRB’s deci-
sions in patent grant and validation administrative proceed-
ings, Article 2 ° of the Interpretation Il introduces the system
of “making a ruling first and re-filing a suit separately”, that
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is to say, after the announcement of the PRB’s decision on
invalidation of a patent right, the court for handling the dis-
putes over patent infringement can issue “a dismissal of a
suit” without awaiting the final outcome of the administrative
procedure, and the right holder may “re-file a suit separate-
ly” to seek for a judicial remedy. The reason to rule the dis-
missal of a suit procedurally, instead of rejecting a claim
substantially, is that the right holder can still re-file the suit
separately if the decision on invalidation is overruled by an
administrative judgement.

The above two provisions are an active try in improving
litigation efficiency, but it is still impossible to fundamentally
solve the issue of long case-handling period caused by “bi-
nary separation between civil and administrative proceed-
ings” due to the current legal provisions. IPR protection has
long been troubled by the issue of “long case-handling peri-
od”, which can never be solved unless the framework of “bi-
nary separation between civil and administrative proceed-
ings” is changed at the legislative level.

(1) Adhere to the principle of compromised interpreta-
tion, strengthen the role of claims in disclosure and delimita-
tion, and enhance the certainty of the protection scope of
patents, so as to provide the public with clear legal predict-
ability and boost improvement of patent drafting skills.

Claims, as a landmark delimiting the scope of patent
rights, is a core concept of the Patent Law, around which
many rules of the patent system evolve. The Judicial Inter-
pretation of the Patent Law released in 2009 did effectuate
the public notice function of patent claims. In pursuit of fur-
ther implementing the spirit, the Interpretation Il is intended
to enhance the certainty of the protection scope of patents
and provide the public with clear legal predictability, which
is based on the full consideration of the China’s current sta-
tus that the patent quality as a whole is at a relatively low lev-
el and the requirement on implementation of innovation-driv-
en development strategies.

Articles 5, 10 and 12 of the Interpretation I, which are
respectively directed to the features in the preamble por-
tion, the processing method in a product claim and emphat-
ic terms used in numerical features, provide that the afore-
mentioned features and terms have a limitative effect on the
protection scope of patents. Whether those features and
terms can be regarded as essential technical features for a
patent is an issue to be solved during the patent grant and
validation process, and it is not appropriate for the people’s
court handling disputes over patent infringement to make a
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decision in this regard. In other words, a drafter of patent
specification shall pay enough attention to the expression of
those features during the patent prosecution phase.

Article 7 of the Interpretation Il * clarifies the rules for
construing close - ended claims of composition that have
long been controversial, which shows the respect for the
public notice function of patent claims and safeguards the
trust of the public to the protection scope of patents. No
changes have been made to the provisions for close-ended
claims of composition regardless of the versions of the
Guidelines for Patent Examination, i.e., other components
that are not mentioned in the closed-ended claim shall be
excluded, unless they are unavoidable impurities that are
present in normal amounts. The drafting manner and inter-
pretation rule have been widely accepted in the IP commu-
nity through long-term practice. Interpretation rules as stipu-
lated in Article 7, paragraph 1 of the Interpretation Il are
kept consistent with those in the Guidelines for Patent Exam-
ination. In view that compositions in the field of herbal medi-
cines are different, in essence, from chemical medicines in
terms of mode of treatment, manufacturing process and
physical/chemical parameters, Article 7, paragraph 1 is, in
principle, not applicable to construction of claims of herbal
compositions drafted with the wordings such as “consisting
(o] EEERER ”. In such a case, it shall be examined whether the
technical features added to an alleged infringing product
may substantially affect the solution to technical problems.

The public notice function of patent claims objectively
sets new requirements for the drafting of patent specifica-
tion. However, it takes time to improve patent drafting skills.
As the saying goes, Rome wasn't built in a day. On the oth-
er hand, due to the limitation of literal expressions in them-
selves, it is unlikely that a claim encompasses all possible
embodiments or future potential embodiments of patented
technical solutions. The application of such legal rules as
the doctrine of equivalents renders patent holders under
comprehensive protection.

(I Adhere to the balance of interests doctrine and
clarify the legal boundaries of patent rights and other civil
rights, so as to protect the lawful rights and interests of pat-
ent holders, encourage invention and creations, and mean-
while avoid undue expansion of patent rights and compres-
sion of re-innovative space, and prevent the public interests
and others’ legitimate rights and interests from impairment.

Article 70 ® of the Patent Law of the PRC provides that
where any person, for the purpose of production and busi-
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ness operation, uses, offers to sell or sells a patent-infring-
ing product without knowing that such product is produced
and sold without permission of the patentee, he shall not be
liable for compensation provided that the legitimate source
of the product can be proved. The dispute lies in whether a
bona fide user shall stop using the infringing product with
the source of the infringing product being justified and rea-
sonable quid pro quo being paid. In practice, a person who
uses an infringing product generally neither knows nor
should know that he bought an infringing product. A right
holder tends to sue the user because the user stays at the
end of the chain of infringing acts and can be easily found
by the right holder. Even if manufacturers, sellers and users
are all sued jointly as defendants, the users, in the light of
Article 70 of the Patent Law, may be exempt from compen-
sation for the damages caused to the right holder by their
use but still be liable for cessation of use. Otherwise, the us-
ers shall alternatively pay patent royalties for the use of in-
fringing products. To clarify the legal boundaries of patent
rights and other civil rights, Article 25 ° of the Interpretation
Il excludes bona fide users by way of proviso clauses ac-
cording to the balance of interests doctrine.

In the process of drafting, some people argued that Ar-
ticle 25 exempts bona fide users from liabilities for cessa-
tion of use, which is in conflict with Article 70 of the Patent
Law, while others deem that the reasonable source defence
system was originally established to impinge on the source
of infringement, which are manufacturers in most cases.
The act of use in good faith is not prohibited in the Agree-
ment on Trade - Related Aspects of Intellectual Property
Rights (TRIPS). A patent right is not meant to ban the use of
an infringing product by those who uses the product in
good faith subjectively, obtains the product from a legal
source objectively, and pays a reasonable quid pro quo to
sellers in exchange of the infringing product, and thus the
prohibiting right of a patent shall be limited. A patent right is
exclusive in nature, but it does not mean that it can be ex-
panded with no limits. The Patent Law is not made for pat-
ent holders alone. Too much emphasis on the unilateral in-
terest of patent holders despite of legitimate rights and inter-
est of bona fide users will invade the reasonable space of
users in good faith and impede transaction security, which
is neither in line with the original intent of Article 70 of the
Patent Law nor in compliance with the basic legal spirit of
the balance of interests. The second opinion was finally ad-
opted in the Interpretation Il in consultation with the compe-
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tent law-making department.

If the counter evidence provided by the right holders
proves that the quid pro quo is not paid by the user or, even
though paid, is obviously unreasonable, the user shall still
be civilly liable for cessation of use as the requirement for
exemption from liabilities for cessation of infringement is not
met, unless such use of an infringing product falls within the
exceptional circumstance where “national and public inter-
ests are impaired” as stipulated in Article 26 of the Interpre-
tation Il

As to the ruling that orders the cessation of infringe-
ment (injunction), Article 26 7 of the Interpretation Il provides
that under normal circumstances, an infringer shall be liable
for cessation of infringement. However, if the cessation of in-
fringement will impair the national and public interests, the
court may not order the user to stop infringement, but pay
reasonable royalties instead. Although the ways to bear in-
fringing liabilities are not explicitly stipulated in the Patent
Law, Article 15 of the Tort Liability Law provides that the
methods for bearing tort liabilities may be applied individu-
ally or jointly. For that reason, Article 26 of the Interpretation
Il stipulates the way to bear civil liabilities in a particular
case, to which the Tort Liability Law is also applicable. Al-
though the Patent Law sets forth the provisions related to a
compulsory patent licensing system, Article 26 of the Inter-
pretation Il can go hand in hand with the compulsory patent
licensing system. If issuance of a compulsory license by an
administrative authority is taken as a procedure prior to civil
infringement litigation, it may lead to the suspension of civil
litigation and render relief procedures more artificially com-
plicated, which is not good for resolving disputes in a timely
manner. It should be noted that only under exceptional cir-
cumstances where the national and public interests are im-
paired will the court not order the cessation of infringement.
The cessation of infringement is still the basic form of liabili-
ties for patent infringement.

In addition, Article 24 ® of the Interpretation Il sets forth
the provisions related to standard-essential patents (SEPs)
that have aroused great concerns at home and abroad in re-
cent years.

In patent infringement lawsuits, an accused infringer of-
ten refuses to stop his infringing acts by arguing that he is
implementing the standards. Whether the arguments are
tenable depends on the subjective state of the standard im-
plementer, i.e., the degree of knowledge about patents in
which the standards are involved, and the degree of knowl-
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edge in turn depends on patent information disclosed by
the standards. As a result, Article 24 of the Interpretation Il
is intended to probe into the subjective fault of the parties
concerned with reference to the disclosed patent informa-
tion and then determines whether or not to issue an injunc-
tion and who shall be liable for infringement. This is an issue
to be solved from the perspective of the Patent Law and the
Tort Liability Law, rather than the Competition Law.

Given that issues involving SEPs are very complicated,
the Interpretation Il discarded the “general and comprehen-
sive” drafting principle, and is only aimed to clarify some
typical issues on which a consensus has been reached.
Those controversial issues have not been touched upon
temporarily. Especially after December 2013, the Standard-
ization Administration of the PRC (SAC) and the State Intel-
lectual Property Office (SIPO) released the Interim Provi-
sions on the Administration of National Standards Involving
Patents to improve the patent information disclosure proce-
dures and confirm that patents involved in national stan-
dards should be essential patents, without specifying the
rules for dealing with the patents contained in compulsory
standards. For the sake of consistency, the Interpretation Il
only provides for recommended standards (namely, non -
compulsory standards) and the circumstances where the
patents are disclosed explicitly. The issues not mentioned
in the Interim Provisions, such as “non-disclosure of patent
information in standards”, compulsory standards and in-
ternational standards, will be gradually solved in judicial
practice.

In addition to SEPs, the Interpretation Il further enriches
the rules for claim construction and clarifies non -infringe-
ment defences. Some issues, such as conflict patent appli-
cations and production or business purposes, were reflect-
ed in the Draft for Comment but failed to be incorporated in-
to the Interpretation Il due to the restrictions of the current
Patent Law. However, it does not mean that the opinions on
such issues in the Draft for Comment are wrong. Some of
them may be reflected in future judicial policies and typical
cases, some need to be clarified on the basis of further
study and discussion, and others related to the deep-root-
ed problems of the Patent Law will become a great concern
in the present or subsequent revisions of the Patent Law.

I1l. Conclusion

Judicial interpretation stems from trial practices and
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originates from a large number of authentic cases provided
by the courts all over the nation. In this sense, judicial inter-
pretation is the precursor of legislation. Judicial Interpreta-
tion of the Patent Law serves as the basis for trial of patent
cases, plays a more important role in filling the loopholes in
the law and refining the legal standards, and constitutes an
integral part of the China’s patent law system. At present,
Chinese economic development has entered into the “New
Normal” phase, and the trend of development led by inno-
vation becomes increasingly obvious. The fundamental role
of the patent system in stimulating scientific and technologi-
cal innovations, creative potential and entrepreneurship is
of great significance to acceleration of innovation-driven de-
velopment strategies. The release of the Interpretation Il fur-
ther enriches and improves China’s patent law system, and
will further curb patent infringing acts, enhance the guiding
role of the judicial adjudication in scientific and technologi-
cal innovation, further stimulate self-oriented innovation and
technological leapfrogging effectively so as to provide
powerful legal protection for mass entrepreneurship and
innovation.

The author: the presiding judge of the IP tribunal of the
Supreme People’s Court, Ph.D. in Law, drafter of the
Interpretation Il

' Article 21 Where a party, knowing that a product is a raw material,
equipment, component or intermediate especially used for exploiting a
patent, provides, without the authorization of the patent holder, such
product to another party who commits an act of patent infringement for
production and business purposes, if the right holder alleges that the
provider’s act is contributory infringement as specified in Article 9 of
the Tort Liability Law, the people’s court shall sustain such allegation.
Where a party, knowing that a product or a method has been
granted the patent right, actively induces, without the authorization of
the patent holder, another party to commit an act of patent infringe-
ment for production and business purposes, if a right holder alleges
that the inducer’s act induces an infringing act as specified in Article 9
of the Tort Liability Law, the people’s court shall sustain such allega-
tion.
* Article 27 Where the actual losses suffered by the right holder from
infringement can hardly be determined, the people’s court shall require
the right holder to produce evidence in support of the profits gained by
the infringer from infringement according to Article 65, paragraph one

of the Patent Law; if the right holder has provided preliminary evi-
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dence to prove the profits gained by the infringer, and account books
or materials relating to patent infringing acts are mainly in the hands of
the infringer, the people’s court may order the infringer to provide the
account books or materials; if the infringer refuses to provide the ac-
count books or materials without justifiable reasons, or provides false
ones, the people’s court can determine the profits gained by the infring-
er from infringement according to the claims of and evidence provided
by the right holder.

* Article 2 Where claims asserted by the right holder in a patent in-
fringement lawsuit is declared invalid by the PRB, the people’s court
adjudicating the patent infringement lawsuit may dismiss the lawsuit
brought by the patent holder based on the invalidated claims.

Where there is evidence proving that the decision on invalidation
of the claims is revoked by a binding administrative judgment, the
right holder may file a lawsuit otherwise.

Where the right holder files a lawsuit otherwise, the limitation of

action shall be counted from the date of service of the administrative
judgment as asserted in the preceding paragraph.
* Article 7 Where an alleged infringing technical solution has other
technical features in addition to all the technical features of the close-
ended claim of composition, the people’s court shall determine the al-
leged infringing technical solution as not falling within the protection
scope of the patent right, unless the added technical feature is unavoid-
able impurities that are present in normal amounts.

The close-ended claims of composition as mentioned in the pre-

ceding paragraph usually do not include claims of herbal composition.
*If a party, for production and business purpose, uses, offers to sell or
sells a patent infringing product without knowing that such product is
produced and sold without authorization of the patentee, he shall not
be liable for compensation provided that the legitimate source of the
product can be proved.
° Article 25 Where a party, for production and business purposes, uses,
offers to sell or sells a patent-infringing product without knowing that
such product is produced and sold without the authorization of the pat-
entee, and the legitimate source of the product can be proved by evi-
dence, the people’s court shall sustain the right holder’s claim of order-
ing the part to stop using, offering to sell or selling the infringing prod-
uct, unless the user of the alleged infringing product proves by evi-
dence that the reasonable quid pro quo has been paid.

“Without knowing” in the first paragraph of this article means
neither know nor should know.

“Legitimate source” in the first paragraph of this article means
the product is obtained through legitimate sales channel and by such a
normal commercial manner as an ordinary sales contract. As for the le-

gitimate source, the person who uses, offers to sell or sells the product
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shall adduce relevant evidence proving that his act complies with the
trading customs.

“ Article 26 Where the defendant constitutes infringement on the patent
right, the right holder’s request for stopping the infringing act should
be supported by the people’s court. However, in consideration of the
national and public interests, the people’s court may not order the de-
fendant to stop the alleged acts, but order the defendant to pay reason-
able fees.

® Article 24 Where recommended national, industrial or local standards
explicitly disclose the information on essential patents that is relevant
to such standards, if the alleged infringer alleges non-infringement de-
fence by arguing that no license from the right holder is required for
implementing such standards, the people’s court generally should not
sustain such defence.

Where recommended national, industrial or local standards explic-
itly disclose the information on essential patents, the patentee and the
alleged infringer negotiate about the patent licensing conditions, the
patentee is intentionally in breach of its licensing obligations on “fair,
reasonable and non-discriminatory” terms as promised in the process
of formulating the standards, thereby resulting in failure to reach a pat-
ent licensing contract, and the alleged infringer has no obvious faults
in the negotiations, the people’s court usually should not support the
right holder’s claim for stopping the act of implementing the standards.

Licensing terms as mentioned in the second paragraph of this Ar-
ticle shall be decided through negotiation between the patentee and the
alleged infringer. If no agreement is reached after sufficient negotia-
tion, the parties may respectfully request the people’s court to make a
decision. The people * s court in determining such licensing terms
should take comprehensive account of factors such as the degree of in-
novation and the role of patents in standards, the technical field to
which technical standards pertain, the nature of the standards, the
scope of the standards and relevant licensing terms according to the
“fair, reasonable and non-discriminatory” principle.

Where any law and administrative regulation sets forth the provi-
sions on the implementation of patents in standards otherwise, such

provisions shall prevail.



