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Patent Protection v. Abuse of Patent Rights 

Strengthen the Protection of Patentee

• Introduction of punitive damages

• Increase of statutory damages

• Shift the burden of proof for damages

Regulate the Abuse of Patent Rights

• Introduction of the Good Faith Principle

• Restriction from the Anti-monopoly Law



Patent Protection
Facilitate the Process of Claiming Damages

• Introduction of punitive damages

• Increase of statutory damages

• Shift the burden of proof for damages
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Facilitate the Process of Claiming Damages
Calculation Methods for Patent Infringement Damages

1 2

A Multiple of Royalties

Statutory Damages

3

4

Patentee’s 

Actual Losses 

Infringer’s 

Benefits 

or

4 Methods for Damages Calculation
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◼ In the case of an intentional infringement of patent rights, if the circumstances are serious, 

punitive damages can be applied:

Strengthen Patent Protection

Art. 71.1: Introduction of Punitive Damages
Up to 5 Times of Normal Damages

Punitive Damages = 1~5 times X

Normal Damages
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Art. 71.1: Introduction of Punitive Damages
Elements: Intentional Infringement + Serious Circumstances 

Intentional Infringement 

◼ Both elements have to be satisfied

◼ Factors for Consideration: 

See: Interpretation of the Supreme People’s Court on the Application of Punitive Damages in the Trial of Intellectual Property Infringement Civil Cases 

Serious Circumstances 

• IP right type and status

• Popularity of relevant products 

• Relation between parties

e.g.

• The defendant still commits the infringement after it is 

notified or warned

• The defendant and the plaintiff have a cooperation or 

dealership relations

• Infringement means and frequency

• Lasting period, territorial scope, scale, consequence

• Infringer’s behavior in the litigation

e.g.

• The defendant commits similar infringement acts 

again after it has been punished or ruled liability

• The defendant refuses to implement the ruling of 

preservation
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◼ Determination of Base: 

✓ Normal damages (patentee’s loss, infringer’s profits, a multiple of license royalties)

x Reasonable costs not included

◼ Determination of Multiple:

✓ Consider the defendant’s subjective fault + the seriousness of infringement

✓ Subject to specific case merits, also consider other factors such as:

✓ Patent innovation level?

✓ Core technologies? Technologies in key or emerging industries? High-technologies supported by the state?

✓ Number of patents being infringed?

Strengthen Patent Protection

Art. 71.1: Introduction of Punitive Damages
Calculation: Base x Multiple

See: Interpretation of the Supreme People’s Court on the Application of Punitive Damages in the Trial of Intellectual Property Infringement Civil Cases; 

Beijing High People’s Court’s Guidelines for the Application of Punitive Damages in Intellectual Property Infringement Civil Cases
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Art. 71.1: Introduction of Punitive Damages
Judicial Practice 

◼ Zhou Zhiwei v. Fugela Home Furnishing Company 

– Continued selling infringing products 

after being notified

Intentional Infringement 

Serious Circumstances

– Sold infringing products via multiple 

online platforms

– Last for 4 years

Calculation Base

– Infringer Profits: Sales volume x 

Selling profits 

Calculation Multiple

– Popularity and remaining protection period 

of the patent

– Continuous infringement 

– Infringement period & scale 

Punitive 

Damages: 

2 times
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◼ Art. 71.2 of the Patent Law:  

Strengthen Patent Protection

Art. 71.2: Increase of Statutory Damages
RMB 10,000~1,000,000 → RMB 30,000~5,000,000

RMB 10,000~1,000,000 → RMB 30,000~5,000,000

◼ Factors for Consideration:

• Valeo Vision Belgique v. Weineng Auto Lamp et al.

By taking into account the status of the patent, the sales volume and amount of the accused infringing product, 

the gross profit margin and operating profit of the defendant company, the gross profit margin of the products of 

the same industry company, the contribution rate of the patent to the infringing product, the infringement period, 

etc., the court determined the statutory damages compensation of RMB 5 million (USD 0.7 million).
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◼ If the patentee has exhausted its capacity to provide damages-related evidence: 

– Burden shifted: infringer to provide financial documents and materials

– Consequence of not satisfying the burden: award damages based on the claims and preliminary 

evidence of the patentee

◼ Gree Electric v. AUX et al.

− Defendants refused to provide the account books and materials of its infringing profits without justifiable reasons.

− The court considered factors such as sales, profit rate, contribution rate, nature of infringement and subjective 

malice, and found that the damages compensation of RMB 40 million (~USD 6 million) claimed by the plaintiff was 

reasonable and should be supported.

Strengthen Patent Protection

Art. 71.4: Shift of the Burden of Proof for Damages
Semi-Discovery Tool for Court



Abuse Regulation
Counterbalance of over patent protection

• Introduction of the Good Faith Principle

• Restriction from the Anti-monopoly Law
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◼ Introduces Good Faith Principle:

− Against patent misuses such as frivolous patent infringement, unfair competition, and

monopoly behaviors based on patents by NPEs or SEP holders.

◼ Reference to the Anti-monopoly Law:

− Abuse of patent rights to exclude or restrict competition, which constitute a monopolistic act,

shall be governed by the Anti-monopoly Law.

Regulate abuse of patent rights

Counterbalance of Over Patent Protection
Art. 20 of the Patent Law
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◼ Legislation: 1st Amendment of Anti-monopoly Law

◼ Public Policy: 14th Five Year Plan for IP -- support anti-monopoly law enforcement 

◼ Judicial Practice: TCL v. Ericsson -- Chinese courts’ jurisdiction over overseas monopoly acts 

◼ Law Enforcement: State Administration for Market Regulation’s (“SAMR”) investigation against 

Nokia et al.

◼ Ancillary rules to be issued: (Draft for comments published by SAMR on June 27, 2022)

− Amendment on the Provisions on the Prohibition of the Abuse of Intellectual Property Rights

to Exclude or Restrict Competition (“2022 Draft Amendment”)

Regulate abuse of patent rights

Abuse of Patent Rights and Monopoly Behavior
Tightening Supervision Trend
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◼ Art. 4: Introduces the relevant innovation (R&D) market 

− allow the SAMR to leverage more approaches to analyze the dominant market position

◼ Art. 7: Adjusts essential facility doctrine requirements

− allow the essential facility doctrine to play a bigger role

◼ Art. 14: Adds pricing rules for patent pool entities

− provide additional grounds to regulate the patent pool entities

Regulate abuse of patent rights

2022 Draft Amendment
Highlights relating to Patent Rights
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◼ Art. 15: Adds rules regarding standard related practices

− make IPR abuse possible even without dominant market position

◼ Art. 16: Strengthens FRAND requirements

− expand the SAMR’s power in regulating the SEP injunction wars 

◼ Art. 21, 23 and 25: Strengthen punishments

− harsher punishments in line with the overall anti-monopoly regulation trend

Regulate abuse of patent rights

2022 Draft Amendment
Highlights relating to Patent Rights
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This document is an important work product and copyright of Han Kun and should be treated as confidential 

information of the firm. No third party may copy, distribute, publish or reproduce this document, in whole or in 

part, unless with our written consent. 

This document should not be relied on as legal advice or regarded as a substitute for detailed advice in 

individual cases. If you have any further questions or need professional legal services or support, please feel 

free to contact us.
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Part I: Preparing for Patent Litigation in China – Brief Overview

Initiate Formal Paper Processing

- Notarization

- Authentication – state level

- Authentication – US State Department

- Legalization

Patent Evaluation Report 

- Design patents, utility model patents require PER from CNIPA

Forum Selection 

- Jurisdiction where infringement occurs

- Jurisdiction where defendant’s domicile is located

Purchase and Notarization of Infringing Samples

- Obtain sample for inspection

- Obtain sample for notarization

- Download and have notarized website
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Part II: The Impact of the US-China Trade Deal on Intellectual 

Property Protection 

Setting the Stage:

Late 1970’s – early 1980’s

- China: End of Cultural Revolution, beginning IP system – that “old building”

- US: Pendulum shifts to “pro patent”

1990’s 

- WTO formed 

- Trade offices established

-- USTR begins issuing “Special 301 Report”

-- Based on input from industry

2000’s

- Seismic shift in IP in China 

- Frustration over enforcement and other IP challenges in China

January 2017 - President Trump takes office

- Campaign platform included revisiting relationships with trade partners

- Exited from the Trans-Pacific Partnership (TPP)

- Focus on IP and trade issues with China 
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The Phase One Treaty

Terms

- Signed January 15, 2020

- Requires “structural reforms and other changes to China’s economic and trade regime in the areas 

of intellectual property, technology transfer, agriculture, financial services, and currency and foreign 

exchange. The Phase One agreement also includes a commitment by China that it will make substantial 

additional purchases of U.S. goods and services in the coming years. Importantly, the agreement 

establishes a strong dispute resolution system that ensures prompt and effective implementation and 

enforcement. The United States has agreed to modify its Section 301 tariff actions in a significant way.”

- China agreed to purchase at least $200 billion in US goods and services over the following two years

- Of the purchases, at least $40 billion is to be made in agricultural and related products 

- The US agreed to remove some tariffs (while maintaining them on the vast majority of $360 billion 

worth of Chinese imports)
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The Phase One Treaty

Terms (continued)

- IP issues focused on: 

-- Protection for trade secrets/business confidential information

-- Protection for pharmaceutical-related IP

-- Treatment of geographical indications and trademarks

-- Enforcement against pirated/counterfeit goods

- Included innovations to improve monitoring implementation, and enforcement of the obligations in 

the Agreement

- China agreed to “publish an action plan that details how and when China will implement its IP 

obligations”

- China is also required to regularly publish data related to enforcement
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What the Treaty Did (or Didn’t Do)

Significant Changes in China’s IP system

- Several improvements in China’s IP system can be noted though it is unclear if the changes were 

driven by general international pressure on China, the Phase One treaty, or pressure from within (e.g., GUI 

protection) or a combination of all three

- Patent Law amendments – 2021 – increased patent term (via patent term extension and patent term 

adjustment), increased damages (removal of statute of limitations and addition of punitive damages), 

design patent changes, and patent linkage (the connection between market approval of a generic drug and 

the patent status of its branded equivalent)

- Trademark squatting receiving attention by way of a number of civil and administrative mechanisms

- Pushed China to improve overall legislation for trade secret protection – that incentive helped move 

ahead of the US in this area and become a world leader

- Encouraged China to take lead on areas including financial technology, software, and genetic 

inventions, the latter in part due to a weakening of the US position in the last few years

- But filing procedures for foreigners can still be difficult to manage in the Chinese courts

- Overall the sanctions imposed by the US appear to have accelerated Chinese IP reforms.
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Current Situation

Monitoring Hard to Do

- Lack of transparency makes assessment difficult

- Phase One Agreement did not require improved enforcement transparency on China’s part

- Public information from both the US and China as to the discussions which brought about 

the agreement is lacking

- Public information from both the US and China as to compliance with the terms of the 

agreement is also lacking (for example, no information has ben provided as to the status of the 

reports required under the agreement) 

Foreign Companies Not Engaging

- According to Prof. Mark Cohen, “[f]oreign-related cases constitute less than 1% of China’s 

national IP docket.”

- Foreigners still slow to utilize IP system – lack of understanding and confidence
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Where We Are Going – Part I

Will There Be Phase Two?

- Phase One expired in December 2021

- Phase Two was believed to have included enforcement related to antitrust actions, data 

protection for pharmaceuticals, and general advancements in the civil IP system

- USTR Katherine Tai stated that there are no plans to renew Phase One or prepare a 

Phase Two agreement

- Simply requiring purchasing of products is inconsistent with market forces

- China’s IP situation is highly complex and its challenges defy easy resolution
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Where We Are Going – Part II

1,000 M view

- Utility Models

- Transparency

- Legalization process of formal papers

- Local influence in courts

- New power to Administrative Agencies

5,000 M view 

- Stable CNIPA and USPTO relationship – bright spot 

10,000 M view 

- WTO dispute settlement mechanism not designed to resolve incremental problems in IP

- Concerns over waning support for the WTO 

- As a result, countries look increasingly to bilateral/multilateral trade agreements

-- Difficult to monitor

-- Inconsistent and conflicting terms 
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OVERVIEW OF CHINESE PATENT LAW

• The first Chinese Patent Law was enacted in 1984.

• Patent Examination Guidelines was first issued by the State Intellectual Property 
Office (SIPO) in 1985. 

• Rules for Implementation of the Patent Law of China was approved by the State 
Council and promulgated in 2001.

• Revision histories:

Patent Law: 1992, 2000, 2008, 2020

Implementation Rules: 2002, 2010, 2021

Examination Guidelines: 1993, 2001, 2006, 2010, 2014, 2019, 2022



OVERVIEW OF CHINESE PATENT LAW

• Relevant regulatory bodies are:

State Council

State Administration of Market Regulation, 

SIPO → China National Intellectual Property Administration (CNIPA)

• Judicial interpretations from the Supreme People’s Court (SPC) govern patent law 
trials.



In 2021:
• 696,000 invention patents were filed in 2021 

• 2.53 million invention patents filed, with an average annual growth rate of 
13.4 percent over the past five years

• The number of high-value invention patents reached 7.5 per 10,000 
people in 2021, up from 6.3 per 10,000 people in 2020

The Quality and Quantity of Chinese 
Intellectual Property Continue to Rise





MOST RECENT LEGISLATIVE UPDATES

• China joined The Hague Agreement for industrial design applications on May 5, 
2022

• European Patent Office – CNIPA joint pilot program extended until November 30, 
2023

• Published a blacklist of untrustworthy entities that intentionally infringed IP rights

• June 3, 2021: “Approval of the Supreme People’s Court on the Issue of the 
Defendant’s Request for Compensation for Reasonable Expenses in Intellectual 
Property Infringement Lawsuits on the Grounds of the Plaintiff’s Abuse of Rights”



This amendment was first drafted in 2014 and went through many 
cycles of publication for public comment. It was approved on October 
17, 2020 and came into effect on June 1, 2021.

THE FOURTH AMENDMENT OF THE 
PATENT LAW



Design patents
• Protection for partial design in design applications. 

• Graphic user interface patents are possible, without the device that displays the GUI. 

• The term of a design patent is extended from 10 to 15 years.

Open license system
• Patentees who file an open license declaration qualify for decreased or exempted 

CNIPA fees.

• Any entity or individual may then obtain a license for the patent in exchange for a 
declared fee.

• Similar to UK’s open license system.

Good-Faith Requirement

THE FOURTH AMENDMENT
Many Significant Changes



• Enables CNIPA to handle patent infringement disputes of significant 
national impact

• Patent term adjustment: At the request of the patentee to 
compensate for the unreasonable delay during the examination.

Granted >4 years from application date and >3 years from 
examination request

• Service Inventions: An enterprise’s rights and ownership in service 
inventions. 

THE FOURTH AMENDMENT
Many Significant Changes



Six-month grace period given to disclosure under national 
emergency or extraordinary circumstance.

• Previously only available in 3 situations:

(1) invention was exhibited for the first time at an international exhibition 
sponsored or recognized by the Chinese Government;

(2) invention was made public for the first time at a prescribed academic or 
technical conference; or

(3) invention was disclosed by any person without the consent of the applicant

THE FOURTH AMENDMENT
Many Significant Changes



• Increased statutory damages: RMB 10,000 – 1,000,000 → RMB 30,000 –
5,000,000

• Newly introduced punitive damages:

Willful infringement
Serious circumstances
Repeat offense (1-5 times)

• A court may determine damages based on the defending patentee’s claims if the 
accused party does not produce relevant financial records.

Case Study: DePuy Synthes v. Double Medical 

THE FOURTH AMENDMENT
Many Significant Changes



THE FOURTH AMENDMENT
Notable Changes for the Pharmaceutical Industry

• Patent Linkage System

• Similar to the Hatch-Waxman framework in the U.S.

• A patentee can commence a patent infringement action against a generic drug 
application during a new drug application. The approval process may be suspended 
if the drug is found to be covered by the patent.

• Patent term extension and adjustment to compensate for the delays caused by 
regulatory review and approval.



Fourth Patent Law Amendment’s changes necessitate new 
implementation rules:

• Partial designs are accepted

• CNIPA examiners will examine if a patent application is filed in good-faith

• Extended time period for submission of priority documents

• Ability to restore priority claims if the applicant missed the deadline

• Ability to add content to the priority document after submission

• Electronic signature permission was proposed in the draft for comments but 
was removed in the adopted version

IMPLEMENTATION RULES OF THE PATENT LAW

Interim Measures 2021



In 2021:

• Provisions related to the changes introduced in the 4th Amendment of Patent 
Law:  

Open License System: Declarations, Registrations, Fee reduction procedures

• Provisions related to examination of inventiveness (molecular structures, Art 
4), software patent applications, invalidation procedures, etc.

• Provisions related to document submissions.

• Provisions related to PCT procedures, e.g., priority restoration.

CHANGES IN EXAMINATION 
GUIDELINES



Interim Measures of Related Provisions after China’s Accession to 
the Hague Agreement Concerning the International Registration of 
Industrial Designs

• Released by CNIPA on April 25, 2022 

• Applicant can use WIPO or CNIPA for filing.

• Priority documents are due within 3 months if claiming priority. Loss of right if 
the deadline is missed.

• Assignment papers and change of applicant requests must be submitted to 
WIPO and CNIPA.

CHANGES RELATED TO THE HAGUE 
AGREEMENT



• China’s invalidation procedures are handled exclusively by the Patent 
Reexamination Board

• Invalidation Procedure:
• Parties: anyone may file a petition to the reexamination board.
• Grounds: patentability, eligibility, adequate specification, indefinite claims
• Evidence: prior art references, printed publications, public use/knowledge evidence
• Amendments: non-broadening claim amendments permissible.
• Timeline: institution ~ 5 months; entire process 1 – 2 yrs.

• CNIPA intends to give priority to patent invalidation cases involved in 
concurrent litigation.

CHINA’S INVALIDATION PROCEDURE



Goals are set by local and provincial governments:

• Incentive/stipend programs

• Local IP tribunals and dispute resolution agencies

• Anti-Trust Policies: establishment of market supervision agencies in local 
governments

• Local agencies taking increased anti-piracy / anti-counterfeit actions

IP POLICIES FROM PROVINCIAL AND 
MUNICIPAL GOVERNMENTS / AGENCIES



• National Intellectual Property Protection and Utilization Plan 

• Five-Year Plan for Patent and Trademark Examination

• 2022 National Intellectual Property Administrative Protection Work Plan

Many proposals have been made to continue the crackdown on malicious 
behavior:

• Statement of use to prevent trademark squatting

• Examination for good-faith patent applications

• Prison sentences and heavy fines for counterfeiting

LOOKING FORWARD
China’s Five-Year Plans



• Draft Provisions on Prohibiting the Abuse of Intellectual Property Rights to 
Exclude and Restrict Competition, June 2022

• Draft of the Patent Examination Guidelines, October 2022

• Revisions of the Implementing Regulations of the Patent Law, to be released 
towards the end of 2022

LOOKING FORWARD
Draft laws and regulations for comments:


