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Overview
1. Patent trial system in China

2. Patent litigation in China
➢ Evidence gathering (not discovery as in the U.S.)

➢ Invalidity proceedings
➢ Defenses/Counterclaims
➢ Damages/Preliminary Injunctions
3. Best practices
➢ Steps to avoid litigation

➢ When litigation is threatened
7
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1. Patent trial system in China
8

Overview of Patent Application Filings (2009-2018)
Annual Statistics on Invention Application filings
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Source: China Intellectual Property Administration (“CNIPA”), http://www.cnipa.gov.cn/tjxx/index.htm
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Overview of Patent Litigation Filings (2009-2018)
Annual Statistics on First Instance Filings – Patent Cases
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Source: Annual Reports on IP Cases of Supreme People’s Court of China
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Patent Trial System in China
Updated on Jan. 1, 2020
See also: http://ipc.court.gov.cn/en-us/news/more-2-27.html

➢ Uniform Appeal Court

The IP Tribunal of Supreme People’s Court

➢ Trial Courts
⚫ 3 IP courts:

▪

Beijing IP Court

▪

Shanghai IP Court

▪

Guangzhou IP Court

⚫ 20 specialized IP Tribunals
⚫ 21 another designated intermediate
people’s courts

⚫ High courts in each province:
≥ RMB 5 billion (USD 714 million)
11
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Uniform Appeal IP Tribunal for Patent Cases
➢ January 1, 2019, the IP Tribunal of Supreme People’s Court (“SPC”) was established as the
uniform appeal tribunal for nationwide technology-related cases.

➢ According to Provisions of the Supreme People's Court on Several Issues concerning the
Intellectual Property Tribunal enacted on December 3, 2019, the IP Tribunal of SPC is the
uniform appeal tribunal for the following first instance court decisions that were made after
January 1, 2019:
⚫ Court decisions on civil disputes involving invention patent, utility model patent, new variety
of plants, layout design of integrated circuit, technical secret, computer software or
monopoly.
⚫ Court decisions on administrative disputes involving invention patent, utility model patent,
new variety of plants, layout design of integrated circuit, technical secret, computer
software or monopoly.
⚫ Court decisions on administrative disputes relating to validity of invention patent, utility
model patent, design patent, new variety of plants or layout design of integrated circuit,
which are made by Beijing IP Court.

12
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Unified Patent Trial System
No.3 Civil Tribunal of SPC
Appeal or
Retrial

Retrial

Present Design Cases
Present Invention/UM Cases

Retrial
IP Tribunal of SPC

Other Technology-related
Cases / Antitrust Cases

Previous Procedure

Appeal
Appeal

Local High Courts

IP Courts/IP
Tribunal/Other Local
Intermediate Courts

Appeal or
Retrial
Local Intermediate Courts

◆ Reducing the necessity of forum shopping

Appeal
Designated District Courts
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Trends of “Case Law” Relating to IP Cases
Nov. 26
2010

The Supreme People’s Court (“SPC”) issued Provisions on Case Guidance Work
Art. 7: The courts should referring to the guiding cases announced by
SPC when trying similar cases.
Guiding cases are announced by SPC on its Gazette, website and newspaper:
Till present, 22 IP-related guiding cases.

Apr. 24
2015

Research Base (Beijing) for IP Cases of SPC was established in Beijing IP Court.

May 13
2015

SPC issued Implementing Rules for SPC’s Provisions on Case Guidance Work
Rule 11: In progress of trying cases, the responsible judge shall search
for relevant guiding cases. If a guiding case is cited in the
judgement or decision, the case number and key reasons of the
guiding case should be cited in the reasoning section.

Jul. 31
2017

SPC issued Implementing Opinions on Judicial Responsibility for SPC (Trial)
Arts. 39 and 40 stipulate the responsibility that the presiding judge of SPC
shall conduct search in similar or relevant cases of SPC (to be
continued).
14
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Practice of Beijing IP Court on “Case Law”
➢ From 2015 to 2017, Beijing IP Court cited 1879 precedents in 1034 cases (3.9% of all
closed cases).
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Data Source:
Beijing IP Court: Study on Appliances of Precedents in Trials of IP Cases – Taking Beijing IP Court as an example, China Journal of Applied
Jurisprudence, 2018 Vol. 3.
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2. Patent litigation in China
-- Evidence gathering
16

Evidence is key
◼

No discovery in China

◼

Collect evidence of infringement

➢ Use investigator

➢ Notarized purchase recommended
➢ Use trade shows to secure evidence of infringement
➢ Gathering "admissible" evidence
➢ Evidential weigh varies: documentary evidence preferred

➢ Official documents given more weight, e.g. prior administrative decision

| 17
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Evidence is key
◼

Evidence Preservation Order

➢

Executed by the court

➢

Used to collect evidence that the applicant is unable to obtain

◼

Court Investigation Order

➢ Executed by lawyers
➢ Widely used in collecting sales information from online commercial platforms, e.g.
taobao.com, tmall.com, JD.com and etc.

18
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Evidence is key
◼

Manufacturing process for “new product”

➢

New product: product not in the market before patent application date;

➢

Plaintiff to prove the product is new, and defendant provided the same product;

➢

Shift burden: Defendant to prove different manufacturing process.

◼

Not “new product”, possible to shift burden of proof

◼

Weifang Henglian Pulp v. Yibing Changyi Pulp (SPC 2013)

➢

Plaintiff has proved the same product;

➢

Plaintiff has made all reasonable effort to collect evidence about Defendant’s
manufacturing process

➢

Defendant refused to cooperate while court collected evidence about its manufacturing
process

➢

Shifted burden: Defendant deemed as using the patented process.
King & Wood Mallesons / www.kwm.com
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Evidence is key
◼

Unfavorable Presumption Rule: Several Provisions of SPC on

Evidence for Civil Litigations:

20
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2. Patent litigation in China
-- Invalidity proceedings
21

Invalidity Proceeding – Bifurcated System
Infringement Proceeding
IP Courts / IP tribunal / other Local
Intermediate Courts

Invalidation Proceeding
Reexamination and Invalidation
Department of CNIPA

(First-instance/Trial Proceeding)

Beijing IP Court
(First-instance Judicial Review)

IP Tribunal of SPC
(Second-instance/Appeal Proceeding)

Retrial

IP Tribunal of SPC
(Second-instance Judicial Review)

Retrial
No. 3 Civil Tribunal of SPC

No. 3 Civil Tribunal of SPC

Any individual or entity can file an invalidity
proceeding against a patent after it is granted.
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Invalidity Proceeding – Influence on Infringement Proceeding
➢ Stay of Infringement Proceeding

◼

For invention patents, the court will normally not suspend the infringement proceeding pending
the invalidation proceeding. However, the invalidity proceeding goes usually faster (6-8 months)
than the infringement proceeding. Therefore, in practice, the court may, in fact, wait for the
invalidation decision before starting the substantive review of the infringement case, without
issuing a formal ruling.

◼

For utility model patents and design patents, the court shall stay the infringement proceeding if
the defendant filed an invalidity proceeding within the statutory 15-day or 30-day responding
period, unless*:
a) CNIPA’s patent evaluation report finds no invalidity defects for the patent.

b) The evidence of the defendant proves the accused product/method is prior art.
c) The invalidity grounds or evidence submitted by the defendant is obviously untenable.

d) The court deems the case shall not be suspended because of other reasons.
* Art. 9 of Several Provisions of SPC on Issues concerning the Application of Law in the Trial of Cases on Patent Disputes.
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Invalidity Proceeding – Influence on Infringement Proceeding
➢ Influence of outcome of invalidity proceeding on infringement proceeding.
➢ Interpretation (II) of the SPC on
Several Issues concerning the
Application of Law in the Trial of Patent
Infringement Dispute Cases
(“Interpretation II”)

Start of
Infringement
Proceeding

Invalidity Proceeding

No

Art. 2.1: “Where the claims of a patentee in
a patent infringement action is declared
invalid by the Patent Reexamination Board,
the people's court that tries the patent
infringement dispute case may rule to
dismiss the action which is initiated based
on such invalidated claims.”

Art. 2.2: “Where there is evidence proving
that the decision of declaring the
invalidation of the aforesaid claims is set
aside by an effective administrative
judgment, the patentee may initiate a
separate action.”

Asserted claims
invalidated?
Yes

Continuation of
Infringement Proceeding

Case dismissed
or withdrawn.

Judicial Reviews of
Invalidation Decision

Yes
The patentee may refile the dismissed
infringement proceeding.

Invalidation Decision
Overturned by Effective
Court Decision?
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2. Patent litigation in China
-- Defenses/Counterclaims
25

Defenses/Counterclaims
Most commonly used defenses:

◼

File invalidity proceeding (afore-stated)

◼

Non-infringement defense

◼

Prior art defense

◼

Prior use defense

◼

Exhaustion of patent right

◼

Seller, user: legitimate source defense

26

Non-infringement defense - Infringing Acts
➢ Direct infringement: Art. 11 of the Patent Law

⚫

For the purpose of production and business

⚫

Invention and utility model patents:

⚫

◼

Product claims: make, use, offer to sell, sell or import the patented products

◼

Method claims: use the patented method, or use, offer to sell, sell or import the products directly obtained
from the patented method.

Design patents:

◼

make, offer to sell, sell or import the patented product
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Non-infringement defense - Infringing Acts
➢ Indirect Infringement: Art. 21 of Interpretation II

⚫

Contributory infringement

“Where any party having a full knowledge that the relevant product is specialized for the materials, equipment,
parts and components or intermediates, among others, that exploits the patent provides such product for any
other party for the purpose of production or business operation to implement the act infringing upon the patent
right without the approval of the patentee, the patentee's claim that the act of the provider falls within the scope of
“assisting others in committing a tort” as prescribed in Article 9 of the Tort Law shall be supported by the people's
court.”

⚫

Inducing infringement
“Where any party having a full knowledge that the relevant product or method is granted with the patent right
actively induces any other party to conduct an act infringing upon the patent right for the purpose of production
or business operation without the licensing of the patentee, the patentee's claim that the act of the inducer falls
within the scope of “inducing others to implement an infringement act” as prescribed in Article 9 of the Tort Law
shall be supported by the people's court.”
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Non-infringement defense
➢ There is no separate procedure for claim constructions. The claims are always construed when the technical
comparison is conducted.
➢ The most basic rule for finding infringement in China: All Elements Rule.

➢ Doctrine of equivalents, prosecution history estoppel, and functional feature rules also apply in China.
➢ Non-infringement defense: one or more feature is neither identical or equivalent.
All Elements Rule

Functional feature: embodiments in the
specification and their equivalents

Yes
All identical?

No
Literal infringement

Equivalent
infringement

Doctrine of
Equivalents?
Yes

No

Non-Infringement

Yes

Prosecution
History
estoppel?
No

Dedicated to the public? Described in
the specification but not limited in claims

Yes

No
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Prior art defense
➢ Art. 62 of the Patent Law
“In a dispute over patent infringement, if the accused infringer has evidence to prove that
the technology or design it or he exploits is an existing technology or design, no patent
infringement is constituted”.

➢ Limitation on evidence:

▪ One piece of prior art literature (excluding those cited therein) + [at most] common
knowledge evidence (e.g. textbooks).
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Prior use defense
➢ Art. 69.1(2) of the Patent Law
If the defendant had made identical product or had used the identical process or had
made necessary preparations for making such a product or using such a process prior to
the application date of the patent, the defendant will not constitute infringement by
continuing making such product or using such a process only within the original scope.

⚫ The prior technology or design shall be legally obtained by the defendant.
⚫ The “original scope” include: the production scope existing before the application
date the patent, and the production scope that can be reached through preparations
made before the application date of the patent.

⚫ The “prior use right” is not transferable, unless the enterprise owning the right is
transferred.
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Exhaustion of Patent Right
➢ Art. 69.1(1) of the Patent Law
No infringement will be constituted if an individual or entity uses, offers to sell, sells or
imports patented products or products directly obtained through patented process, which
were sold by the patentee or its licensed individual or entity.

➢ Exhaustion of patent right applies only for products.

32

Seller, User: Legitimate Source Defense
➢ Art. 70 of the Patent Law
“Whoever uses, offers to sell or sells a patented product without knowing that the product
was produced and sold without permission of the patentee or a product directly obtained
from a patented process for the purpose of production and business operation is not
required to bear the liabilities for compensation provided that it or he can prove that the
product is obtained from a legitimate source.”
➢ User: possibility of no injunction - Art. 25 of Interpretation II

◼ The user of the alleged infringing products shall further prove that it has paid the
reasonable consideration for the products.
➢ Definition of legitimate source - Art. 25 of Interpretation II

The legitimate source means the products shall be acquired through legitimate marketing
channel, common sales contract or any other normal business mode. The relevant
evidence for legitimate source shall be in line with trading practices.
33

3. Patent litigation in China
-- Damages/Preliminary Injunctions
34

Damages calculation
◼

How damages are assessed by Chinese courts

➢ Losses by the plaintiff

➢ Profits obtained by the defendant
➢ Where a previous license exists: a royalty rate based on the multiple of the prior
license agreement

➢ Statutory damages: capped at RMB 1 million (about USD 142K)

➢ Majority of decides cases: statutory damages

| 35
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"Shifting the Burden" in Calculating Larger Damages
◼

Get around Statutory Cap/Limited Discovery Procedure

◼

Issues Concerning the Application of Law in the Trial of Patent Infringement Cases
(Art. 27):

"Where it is difficult to determine actual losses suffered by the right holder suffered
from the infringement…if the right holder has provided preliminary evidence of
profits gained by the infringer, and the accounting books and materials relating to
the patent infringing acts are mainly under the control of the infringer, the people's
court may order the infringer to provide such accounting books and materials; if
the infringer refuses to provide the accounting books or materials without
justification or provides false books and materials, the people's court may
determine the profits gained by the infringer from the infringement based on the
right holder's claims and evidence provided by the right holder."

◼

Article 27 applied in Watchdata v. Hengbao (in Beijing), Huawei v. Samsung (in
Quanzhou), and LG Innotek v. Nidec (in Beijing)

| 36
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Burden shifting Case: Watchdata v. Hengbao
◼

Beijing IP Court

◼

Involves USB key banks provide customers for
securitized online banking

◼

For damages calculation, volume of sales in
hands of Hengbao and third party banks.

◼

Court investigated and collected sales volumes
from 12 banks

◼

3 other banks did not comply with the
investigation and Hengbao refused to provide,
so Court uses Watchdata's estimates

◼

Total damages USD 7.7 million + injunction

| 37
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Pre-Trial injunction – Christian Louboutin v. Verteam et al. (2016)
➢ Guangzhou IP Court’s first preliminary injunction

◼ Christian Louboutin’s 3 design patents v. Verteam’s 9 lipsticks (VT1 to VT9)
CL’ Designs

Verteam’s infringing products

For caps

For bodies

For whole
products
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Pre-trial injunction – Christian Louboutin v. Verteam et al. (2016)
➢ Factors considered by Guangzhou IP Court:

⚫ Validities of the patents
Patent evaluation reports found no invalidity defects; CL’s patents were also granted in various
countries where designs are subject to substantive examinations.
⚫ Likelihood of infringement
Infringing products are identical or substantially identical with CL’s patents.
⚫ Irreparable Harm
➢ If the preliminary injunction is not granted, Verteam et al. may be not capable of sufficiently
compensating CL’s losses for continuous infringement.
➢ The competition of the infringing products with low prices may substantially impair the promotion
of patented products in China and thus would cause irreparable harm to prices of patented
products and CL’s market share.
➢ Cosmetic products are fashion products and may have short lifecycles.

⚫ Balance of interests between the parties
⚫ Public Interests

⚫ Bonds
* Provisions of SPC on Several Issues concerning Applications of Law in Cases Involving the Review of Preliminary Injunctions IP Disputes (coming
39
into force on Jan. 1 2019)

3. Best practices
-- When litigation is threatened
40

Timing is important
Organizing
responding team

In-house
Counsels

Due to bifurcated system, it is recommended to engage one
firm to deal with the infringement and invalidity proceedings
to avoid potential estoppel issues.

Supporting
engineers

Experienced
Partners

Outside Counsels

Prior Art
Search

Patent Attorneys/
Engineers

Analysis on
patent and
products

Infringement Analysis

Validity
Analysis

Determine Strategies
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If the asserted patent is not infringed,

Facilitate the infringement
proceeding, if desired.

➢ Do not file objection to jurisdiction

➢ Keep contact and/or file a written petition with the
court to push forward the procedure.

Not
infringed

Auxiliary invalidity
proceeding

➢ Principle: favorable for infringement proceeding
➢ Do not use invalidity grounds that may lead
uncertainty for infringement proceeding, even if
there is a better prior art evidence.
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If the asserted patent is infringed, but the prospect of
the invalidity proceeding is positive,
Delay the infringement proceeding, e.g. file
objections to jurisdiction
Patent infringed;
Good invalidity prospect
Facilitate the invalidity
proceeding

Apply to local IP office to grant a
recommendation on priority examination.

Apply to CNIPA for a priority examination.

CNIPA will issue invalidation decision within 5
months (design patent: 4 months) from the
date of approving priority examination.

Apply to the court to
dismiss the case.
43

If the asserted patent is infringed, and the prospect of
the invalidity proceeding is negative,

Positively responding to
infringement proceeding and
instituting invalidity proceeding.

Patent infringed;
Bad invalidity prospect

Design around

Counter measures
(Asserting patents against
the opposing party)

Seeking for settlement
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Representative Cases
Jing Xu
Partner
Email: xujing@cn.kwm.com
Tel: 86 10 5878 5162
Office: Beijing

Area of Practice




Ms. Xu specializes in intellectual property litigation, and her
experience includes managing litigation matters related to
infringements of patent, trademark and copyright, as well as
antitrust and unfair competition. She has been focusing on
delivering practical and innovative solutions to clients
involved in high-profile IP disputes with cutting-edge legal
issues.

Ms. Xu was named Intellectual Property Lawyer of the Year
by China Law & Practice in 2017. She was also selected
into the List of 1000 Outstanding Layers Handling ForeignRelated Matters in 2018 by the PRC Ministry of Justice and
the List of Top 50 Intellectual Property Lawyers in China in
2019 by IPR Daily and Zhichanli, two popular IP media in
China. Ms. Xu has been ranked as “Leading Lawyer” in the
category of intellectual property litigation by Chambers
Asia Pacific Guide for the years 2019 and 2020.

Experience


Ms. Xu joined King & Wood Mallesons in 2000



Ms. Xu received her LL.B. and LL.M. in Civil and
Corporate Law from Shandong University School of Law.



Ms. Xu was admitted to PRC bar in 2000.

➢ Patent Cases
ESCO v. Ningbo Lukun - patent infringement litigation involving an
invention patent covering wear member for excavators. This case
established the rules for correction of errors in claims, and was listed as
Top 50 IP Cases of PRC Courts as well as Top 10 IP Cases of Guangdong
Courts in 2016.
Christian Louboutin v. Verteam - design patent infringement litigation
related to lipstick designs. Guangzhou IP Court issued its first preliminary
injunctive order, and clarified the standard for evaluating the “irreparable
harm” element. This case was listed as Top 50 IP Cases of PRC Courts as
well as Top 10 IP Cases of Guangdong Courts in 2016.

PHILIPS v. Jitian - design patent infringement litigation related to shaver
designs. This case is an example of improvements of procedural measures
for proving infringer’s illegal profits in the Shanghai Intellectual Property
Court’s Judicial Protection over Intellectual Property Rights (2017).
Ms. Xu was also the lead counsel in Samsung v. Huawei and Sougou v.
Baidu.
➢ Antitrust Cases
Huawei v. IDC - an antitrust dispute involving standard essential patents
(“SEPs”). This case was listed as Top 10 IP Cases of Guangdong Courts
and MIP’s “Case of the Year in Mainland China” in 2013.
➢ Trademark and Unfair Competition Cases
Deere v. Qingdao JOTEC - trademark infringement litigation involving
color combination trademarks for agricultural machines. This case was
listed as Top 50 IP Cases of PRC Courts and Top 10 IP Cases of Beijing
Courts in 2014.
COFCO and Beijing Hongtai v. Yuanyi Real Estate Co. - unfair
competition litigation that the court clarified the rules of protection of the
names of buildings as part of geographic names in the first time. This case
was listed as Top 10 IP Cases of Beijing Courts in 2013.
See more, please visit https://www.kwm.com/en/cn/people/xu-jing
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Thank you!
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