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Although patentees are encouraged to file lawsuits to
safeguard their rights and it is also legal to do so, there are
also so⁃called patentees that misuse the administrative pat⁃
ent grant system to apply for design patents for products
that have been disclosed and make use of such patents to
combat competitors in business operations. Here is a typi⁃
cal dispute over liabilities for infringement damages caused
by the utilization of patent infringement dispute to combat
peers in the same industry. 1 The judges in this case finally
determined that the patentee’s acts had constituted subjec⁃
tive malice based on the analysis of a series of acts of the
patentee in the patent infringement lawsuit and related law⁃
suits, clarified the scope of actual damages resulting from
litigation and property preservation measures, and award⁃
ed a reasonable amount of damages. This case is valuable
as reference for adjudication of cases of this kind.

Case brief
In December, 2013, KaiCong Co. sold in public surveil⁃

lance camera products described as“1080 Line; High Defi⁃
nition; Surveillance Camera; Surveillance Video Recorder;
Night Vision Monitor; Probe; 421C KaiCong”on Taobao.

com. On 9 January, 2014, Zhang, the shareholder and legal
representative of KaiCong Co., applied for the patent for de⁃
sign with the filing number of 201430006661.6 and title of

“Surveillance Camera (S421C)”with the China National In⁃
tellectual Property Administration (CNIPA), and patent was
granted on 25 June, 2014. In January, 2014, KaiCong Co.
sued Joan Co. for unfair competition in the Shanghai Yang⁃
pu District People’s Court after three customers bought sur⁃
veillance cameras from its online shop and left negative re⁃
views. Shanghai Yangpu District People’ s Court later is⁃
sued the Civil Judgment No. Yangminsan(zhi)chuzi 161/
2014 (hereinafter referred to as“lawsuit No. 161”), reject⁃
ing all the claims of KaiCong Co. in January, 2016. Zhang
filed a design patent infringement lawsuit with the Shanghai
Intellectual Property Court on the grounds that Joan Co. in⁃
fringed its aforementioned design patent. After the case
was placed on file, Zhang filed a property preservation re⁃
quest. The Shanghai Intellectual Property Court froze RMB
10,000,000 inside the bank account and Alipay account of
Joan Co. on 3 and 5 February, 2016. Then, Joan Co. en⁃
trusted a lawyer to respond to the lawsuit, filed a request for
invalidation against the design patent in suit, and paid the
corresponding attorney fees, notarization fees, and the like.
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On 29 July, 2016, the Shanghai Intellectual Property Court
issued the Civil Judgment No. Hu73minchu 18/2016 (herein⁃
after referred to as“lawsuit No. 18”), rejecting Zhang’s
claims. The original Patent Reexamination Board of the CNI⁃
PA issued, on 22 September, 2016, the Invalidation Deci⁃
sion No. 30118 to declare the patent No.
ZL201430006661.6 wholly invalid.

In consideration of the above facts, Joan Co. instituted
a lawsuit, asserting that though having a clear knowledge of
the public sale of surveillance cameras 421C on Taobao.
com, Zhang, as the legal representative of KaiCong Co.,
still applied for a design patent and filed a patent infringe⁃
ment lawsuit against Joan Co. with a request for property
preservation, in order to combat business rivals in the dis⁃
guise of safeguarding patent right, which caused huge eco⁃
nomic losses to Joan Co. For this reason, Joan Co. respect⁃
fully requested the court to rule that: 1) the two defendants,
Zhang and KaiCong Co., shall jointly and severally pay
RMB 1,000,000 to Joan Co. for economic losses; and 2) the
two defendants shall post their apologies in a prominent po⁃
sition on their official Chinese website (www.kaicong.net),
the homepages of Sina, Sohu and NetEase, and the first
page of Shenzhen Special Zone Daily, Legal Daily and Chi⁃
na Intellectual Property News for seven consecutive days,
so as to eliminate the negative effects.

The two defendants, Zhang and KaiCong Co., jointly ar⁃
gued that first, at the time when the lawsuit No. 18 was insti⁃
tuted and during the trial of the case, Zhang was the paten⁃
tee of the design patent in suit and the design patent in suit
was still in force, so the patent infringement lawsuit was
filed by Zhang on legitimate right basis and factual grounds
with no subjective malice. Second, even if the design pat⁃
ent in suit was disclosed before the grant of the patent,
Zhang as the patentee was ignorant of the disclosure, and
the disclosure occurred within six months prior to the filing
date of the patent application, so the novelty of the patent
was not spoiled and Zhang did not apply for the patent ma⁃
liciously. Third, the amount of damages claimed by Joan
Co. was over⁃high and obviously exceeded the actual loss⁃
es it suffered. Fourth, KaiCong Co. was not the party con⁃
cerned in the lawsuit No. 18 and there was no hotchpot be⁃
tween KaiCong Co. and Zhang. Therefore, KaiCong Co.
shall not be jointly and severally liable in the case. To sum
up, the two defendants requested the court to reject all the
claims of the plaintiff.

Focal issues
Upon examination, the Shanghai Intellectual Property

Court held that the focuses of disputes in the case lie in: 1)
whether the filing of the lawsuit No. 18 by the defendant
Zhang constituted subjective malice; 2) whether the defen⁃
dant Zhang shall be liable for damages as a result of his re⁃
quest for property preservation made in the lawsuit No. 18;
and 3) the assumption of liabilities for damages in the law⁃
suit No. 18.

In regard to the first focal issue, the Shanghai Intellectu⁃
al Property Court held that the lawsuit No. 18 lacked basic
factual and legal bases, and was filed by the defendant
Zhang maliciously for the reasons as follows: 1) according
to the facts ascertained in the lawsuit No. 161 and the evi⁃
dence such as the snapshots submitted by the party other
than involved in the case (Zhejiang Taobao Network Co.,
Ltd.) to the court, the defendant, KaiCong Co., sold in pub⁃
lic KaiCong surveillance cameras 421C, which were sub⁃
stantially similar to the design patent in suit, in its Tmall on⁃
line shop before the filing date of the design patent in suit.
The defendant Zhang as the then legal representative of the
defendant, KaiCong Co., should have a clear knowledge of
the above facts, but still applied for a patent for the dis⁃
closed product design, which violated the principle of good
faith and belonged to malicious application for patent. 2)
Pursuant to the provisions of the China’s Patent Law, a de⁃
sign can be granted a patent right without undergoing sub⁃
stantive examination, that is to say, the design patent right
per se is quite unstable. The defendant Zhang, as the right
holder, should be aware of this fact, but he still filed a law⁃
suit against the plaintiff for infringement, and claimed dam⁃
ages of up to RMB 10,000,000. 3) The defendant, KaiCong
Co., and the plaintiff are peer competitors, so the filing of
the lawsuit by the defendant Zhang was intended to com⁃
bat competitors. In summary, though knowing that the de⁃
sign patent right in the lawsuit No. 18 was unstable, the de⁃
fendant Zhang still brought a patent infringement lawsuit to
the court to cause the plaintiff to suffer from economic loss⁃
es, which belonged to the abuse of litigious rights and con⁃
stitutes malice in intellectual property litigation.

In regard to the second focal issue, pursuant to the pro⁃
visions of Article 105 of the Civil Procedure Law of the Peo⁃
ple’s Republic of China, if a property preservation request
is made wrongfully, the requestor shall compensate the re⁃
spondent for any losses incurred as a result of property
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preservation. The cause of action of this case arose from a
dispute over infringement liabilities, so the principle of fault⁃
based liability shall apply. When examining whether the par⁃
ty’s act is faulty, decision shall be made by taking into ac⁃
count the party’s acts to file a lawsuit and a property pres⁃
ervation request, as well as the judging results. The defen⁃
dant Zhang, though having a clear knowledge that the de⁃
sign patent he applied was a disclosed prior art design,
abused his right to maliciously file the lawsuit No. 18
against the plaintiff, with whom he had a competitive rela⁃
tionship, and, in the meantime, applied for freezing RMB
10,000,000 inside the plaintiff’s bank account and Alipay
account, which obviously exceeded the amount of damag⁃
es normally awarded for design patent cases. For these rea⁃
sons, the defendant Zhang shall owe the duty of care to the
plaintiff in property preservation, i.e., account shall be taken
of whether the property preservation request is indeed nec⁃
essary, whether the amount of property is obviously over ⁃
high and whether unnecessary losses may be caused to
the plaintiff. However, the existing evidence proved, in no
way, that the defendant Zhang fulfilled its duty of reason⁃
able care, and the defendant Zhang finally lost the lawsuit
No. 18. In view of all the above factors, the Shanghai Intel⁃
lectual Property Court concluded that the defendant Zhang’s
property preservation request was faulty and caused eco⁃
nomic losses to the plaintiff, so Zhang shall be liable for
damages.

In regard to the third focal issue, the Shanghai Intellec⁃
tual Property Court held that, in the absence of legitimate
right basis and factual grounds, the defendant Zhang mali⁃
ciously filed the lawsuit No. 18, which resulted in that the
plaintiff suffered economic losses due to payment of attor⁃
ney fees and notarization fees, etc., so damages shall be
awarded. Since the plaintiff submitted the Contract of Attor⁃
ney Entrustment and relevant invoices, the court fully sup⁃
ported the plaintiff’s claim for damages in this regard. The
plaintiff’s claim for expenses in the invalidation proceed⁃
ings, however, was not supported by the court, because
the expenses were not directly incurred by the lawsuit No.
18. The court did not support the plaintiff’s claim for ex⁃
penses arising from the realization of creditor’s rights due
to lack of legal support.

The Shanghai Intellectual Property Court held that the
interest losses arising from the plaintiff’s loan were not di⁃
rectly incurred by property preservation, and the annual in⁃
terest rate of 24% was factually and legally ungrounded. As

for the losses incurred by the plaintiff’s frozen account, the
court awarded the damages of RMB150,000 to the plaintiff
at its discretion according to the amount of money frozen in⁃
side the account in February 2016, the amount of money
when the account was defrosted in August 2016, and the
difference between the loan interest rate and the demand
deposit interest rate, and ordered the defendant Zhang to
assume liability for damages.

In view of the foregoing, the Shanghai Intellectual Prop⁃
erty Court decided: first, the defendant Zhang shall pay the
plaintiff, Joan Co., RMB 254,000 for economic losses within
ten days after the judgment came into effect; and second,
other claims of the plaintiff shall be dismissed.

After the first⁃instance judgment was issued, Zhang ap⁃
pealed to the Shanghai High People’s Court, and the sec⁃
ond ⁃ instance court dismissed the appeal and upheld the
original judgment. 2

Analysis and comments
Over recent years, in the context of nationwide move⁃

ment to strengthen intellectual property protection and
boost innovation⁃driven development, China has witnessed
an upsurge in the number of patent infringement lawsuits
and patent holders feel a strong sense of achievement in
lawsuits for right protection. In the meantime, there are also
some patent holders trying to gain illicit commercial bene⁃
fits through litigation, which causes damages to others.
Therefore, judges need to discriminate between right hold⁃
ers’intent to file a lawsuit in view of case details and under
clarified judging criteria. This is a dispute over malicious liti⁃
gation and interim measure of property preservation. The fo⁃
cal issues in the case are centered on the judgement of the
patentee’s subjective intent and further on the determina⁃
tion as to whether the lawsuit was filed maliciously and
whether the property preservation was granted erroneously.
I. Abuse of rights is the basis for examining the subjec⁃

tive requirements of malicious patent infringement litigation
Abuse of rights is the exercise of rights by a right hold⁃

er in a way that goes beyond the restrictions, improperly ex⁃
pands the rights the right holder enjoys, and harms the inter⁃
ests of others and the society. In civil law countries, the prin⁃
ciple of prohibition of abuse of rights is surely the contents
of the principle of good faith, or, in other words, the nega⁃
tive norm of the principle of good faith, that is to say, the ex⁃
ercise of rights that violates the principle of good faith is
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considered as abuse of rights. 3 Acts of abusing a patent
right refer to that the exercise of a patent right by the paten⁃
tee goes against the aim of granting the patent right, which
includes not only the public value orientation of the Patent
Law, such as“boosting technological progresses and inno⁃
vations”,“stimulating inventions, and the disclosure and ap⁃
plication of inventions”and“protecting others’interests”,
but also the public value orientation of the Anti ⁃Monopoly
Law, such as“maintaining a good competition order”. 4 The
constituent elements of abuse of a patent right include: 1)
the actor enjoys the patent right; 2) the actor exercises the
patent right within the scope of protection of the patent,
which goes against the aim of granting the patent right; 3)
damages to the public interest or the interest of others; and
4) the actor is subjectively malicious. In judicial practice,
however, it is really difficult to judge the subjective state of
the actor. Some objective judging criteria are often intro⁃
duced to presume the subjective state. The objective stan⁃
dards shall be severer if the degree of fault is higher. Since
patent right is a substantive right, it when impaired must be
protected by means of litigation; or otherwise, the substan⁃
tive right will not be placed under protection. Thus, one of
the major manifestations of abuse of patent rights is the fil⁃
ing of groundless litigation against competitors by making
use of the ambiguity and uncertainty of the scope of patent
rights. The only purpose in doing so is to combat peer com⁃
petitors at litigation costs in pursuit of unfair market inter⁃
ests. In other words, patent holders sue peer competitors
using“malicious patents”or“junk patents”to drag them in⁃
to long⁃drawn litigation until collapse, which is considered
as abuse of patent rights.

Malicious litigation refers to that a party concerned will⁃
fully institutes a lawsuit that is factually and legally ground⁃
less for the purpose of obtaining illegal or unjustified inter⁃
ests and makes the opposing party suffer losses from litiga⁃
tion. The constituent elements of the liability for damages
caused by malicious intellectual property litigation include:
1) one party concerned raises a claim by way of filing an in⁃
tellectual property lawsuit or makes a threat by raising a
claim; 2) one party concerned that files a lawsuit is subjec⁃
tively malicious; 3) the lawsuit causes actual damages to
the other party; and 4) there is a causal relationship be⁃
tween the filing of the lawsuit and the damages. Among
them, the judgment on the subjective state of the party con⁃
cerned is most controversial and worthy of study. We shall
consider the malicious filing of patent infringement lawsuit

as a crucial part of abuse of patent rights. Especially in the
judgment on subjective state of the party concerned, we
shall first examine whether abuse of rights exists in the pat⁃
ent grant phase, and then distinguish the right holders own⁃
ing different patents in terms of the duty of care and degree
of fault, so as to have a more comprehensive understand⁃
ing of the right holder’s intent in litigation.

In this case, the court held that the defendant applied
for a design patent for products sold in public by making
use of the provision of the patent system that a patent can
be granted for a design without undergoing substantive ex⁃
amination, which belongs to the act of right abuse in itself
by malicious patent application. He also claimed the dam⁃
ages of up to RMB 10,000,000 in the patent infringement
lawsuit for the purpose of combating peer competitors, rath⁃
er than safeguarding his patent right. There was also a view
that since the general public has difficulty in cognition of
the patent system, an individual who applies for a patent for
products sold thereby should not be imposed with heavy
duty of care, and the determination of subjective malice
should not be overly severe. The court, however, eventually
concluded that the defendant, as a legal person engaged
in business relating to the products in suit for a long time
and with certain litigation experience, is expected to have a
deeper understanding of the product appearance and the
patent system as compared with the general public. The de⁃
fendant is a commercial entity, rather than an ordinary per⁃
son, in an industry, and therefore shall assume a higher du⁃
ty of care, and higher standards shall be applied in presum⁃
ing a subjective fault. In addition, the court also took into ac⁃
count other two reasons: 1) this case involves a design pat⁃
ent. In comparison with utility model or invention patents
which are required to undergo substantive examination, it is
easier for the public to decide whether various product ap⁃
pearances constitute sameness or similarity through com⁃
parison. If less cognitive capabilities are required, more in⁃
formation will be acquired and accordingly more duty of
care shall be assumed. Accordingly, it can be determined
that the defendant was malicious in applying for the patent
in suit, and the subsequent patent infringement litigation
was factually and legally groundless due to a major flaw in
the right basis. 2) From the perspective of litigation costs,
the defendant’s claim for damages in the patent infringe⁃
ment lawsuit was too high to win full support from the court.
That is to say, if it is almost impossible to succeed in litiga⁃
tion so that the litigation costs cannot be recovered, it can
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also prove that the patentee had the subjective motive for fil⁃
ing the malicious litigation. 5

To sum up, in consideration of objective facts includ⁃
ing, among other things, the right basis, the facts on which
the defendant’s claims are based, specific acts in litiga⁃
tion, and the defendant’s performances in related cases,
the court presumed the subjective intent of the defendant,
finding that the defendant had the intent to harm the inter⁃
ests of others or seek illegitimate interests for himself, and
the defendant’s filing of the lawsuit was evidently inappro⁃
priate and in violation of the principle of good faith.
2. Subjective presumption of wrongful property preser⁃

vation in patent infringement lawsuit
In light of the relevant provisions of Articles 100 and

105 of the Civil Procedure Law of the People’s Republic of
China, in the event that the judgment on the case may be⁃
come impossible to enforce or such judgment may cause
damage to a party because of the conduct of the other par⁃
ty in the case or because of any other reason, the people’s
court may, upon the request of the said party, order the
preservation of the property of the other party …… If a re⁃
quest is made wrongfully, the requestor shall compensate
the respondent for any loss incurred as a result of property
preservation. Since the above provisions seem to be too
sketchy if used as a basis for claiming damages resulting
from the wrongful property preservation, there have been
disputes over whether fault ⁃ based liabilities or liabilities
without fault shall apply when“a request is made wrongful⁃
ly”. In judicial practice, however, most precedents decide
that the wrongful property preservation request is infringe⁃
ment in a general sense, and shall be subject to the princi⁃
ple fault⁃based liabilities, that is, the respondent shall bear
the burden of proving that the requestor is subjectively
faulty and causes damages to the respondent, and the con⁃
stituent elements of the wrongful property preservation re⁃
quest include: the party who requests property preservation
commits infringement, the requestor’s act causes damag⁃
es to the respondent, there is a causal relationship between
infringement and losses, and the requestor is subjectively
faulty. 6 What remains quite controversial is how to presume
that a party concerned is subjectively faulty or fails to fulfill
the duty of reasonable care through his objective acts.

In a dispute over liability for damages arising from
property preservation request in a patent infringement law⁃
suit, the following factors are often taken into consideration
in presuming the subjective fault of the right holder, i.e., the

requestor who requests property preservation:
(1) Patent stability. Generally speaking, the right hold⁃

ers of design and utility model patents that are not required
to undergo substantive examination, i.e., having a lower pat⁃
ent grant threshold, shall bear a higher duty of care for the
property preservation request. Views are divided as to
whether the fact that a patent, which was in force at the time
of filing a patent infringement lawsuit, is invalidated shall be
a factor for judging a“wrongful request”. One view is that if
a patent right is stable when a patent infringement lawsuit is
filed, the right holder has the right to prosecute and request
property preservation according to law. The act of prosecu⁃
tion itself is legitimate, and the property preservation re⁃
quest is the exercise of right in a legitimate manner. There
is nothing illegal or subjectively faulty. Even if the patent is
declared invalid, it cannot be inferred therefrom that the
property preservation request is wrongful. 7 The other view
is that although the patent is in force during infringement liti⁃
gation, the right holder, who has a clear knowledge of the
patent being substantively invalid, still requests property
preservation and fails to take remedial measures in time.
Under such circumstances, the right holder fails to fulfill the
duty of reasonable care and shall be presumed to be sub⁃
jectively faulty. In this case, the court adopted the latter
view, holding that since the right holder was found to be ma⁃
licious in applying for a patent in a dispute over liabilities for
damages caused by filing a malicious intellectual property
lawsuit, the subjective fault of the right holder, i.e., having a
clear knowledge of the instability of the patent right in suit,
shall be taken into account. However, it shall be noted that,
in similar cases where no patent application is filed mali⁃
ciously, since the patent system per se is uncertain to some
extent, it should not be definitely presumed that the right
holder’s prior property preservation act is subjectively
faulty even if the patent is declared invalid later, so as not to
hinder patent holders from safeguarding their rights in a
rightful manner.

(2) The amount of preserved property. If the amount of
property requested for preservation is too high, it will be pre⁃
sumed that the property preservation request is illegal.
There are also two different views as to the reference used
for the amount of property requested for preservation: one
is to make reference to the amount as claimed by the party
concerned, i.e., if the amount of property requested for
preservation does not significantly exceed the claimed
amount, illegality is excluded; and the other is to make refer⁃
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ence to the amount finally decided by the court, i.e., if the
amount of property requested for preservation significantly
exceeds that amount, the property preservation request is il⁃
legal. 8 In this case, the latter opinion was adopted, that is to
say, the final judgment of the court is taken as the reference
for deciding whether the amount of property requested for
preservation is too high. The right holder in the case re⁃
quested the preservation of property amounting to RMB
10,000,000. According to the usual judging criteria, the
court would not award such large amount of damages in a
dispute over design patent infringement, which is quite
clear to the right holder. Thus, the court concluded that the
requestor’s property preservation request had exceeded
the necessary legitimate protection of rights and the re⁃
questor may be presumed to have the intent to harm the in⁃
terests of others.

(3) Judgments. Where the requestor loses or withdraws
the lawsuit, it can also be presumed that the requestor is
subjectively faulty unless evidence is provided to the con⁃
trary. In judicial practice, a majority of disputes over damag⁃
es due to wrongful property preservation arise from the fail⁃
ure of the requestor in the previous lawsuit. Judgment in the
previous case may indeed render the preservation mea⁃
sures unnecessary, and the guarantee provided by the
property preservation requestor is mainly to compensate for
the losses caused by the preservation to the respondent.
Thus, although the failure of the requestor in the lawsuit is
not the only factor that determines the subjective fault com⁃
mitted by the requestor, it is a premise factor, that is to say,
in this case, the failure of the defendant in the infringement
case is an important factor for the court to presume that the
defendant is subjectively faulty.■

The author: Judge of Shanghai Intellectual Property Court
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香港正式推行可申請最長20年
專利的新專利制度

香港特區政府宣佈，新專利制度於 2019 年 12 月 19

日正式推行，在新制度下，專利申請人可在香港直接申請

最長爲期 20 年的標準專利保護。爲配合新制度的實施，

新設的電子處理系統亦同步於 19 日開始運作，提供專利

檢索和申請的電子服務。

新專利制度主要引入原授專利制度，爲專利申請人開

闢直接途徑，在香港尋求最長爲期 20 年的標準專利保護，

是現行“再註册”途徑以外的另一選擇。原授專利申請必

須經註册處進行實質審查，以决定有關發明是否符合資格

註册爲專利。

知識産權署署長黄福來表示，實施原授專利制度顯示

特區政府有决心提昇香港專利制度，使之與國際社會主流

專利制度的做法看齊。新制度亦有利促進香港的創科

發展。

新專利制度的另一特點是，容讓短期專利擁有人或對

該項專利的有效性具正當利益的第三方，可向註册處提出

要求，對該項專利進行實質審查。此項就獲批專利新設的

機制，既可增强現時短期專利制度的公信力，也可維持其

整體成本效益。

在新專利制度下，某些與專利從業人員資格有關並具

混淆性或誤導性的名銜或描述，亦禁止在香港使用。

(來源：中國新聞網)
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