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July 17, 2020 
 
 
 
Ms. Elaine T. Wu, Esq. 
Senior Counsel for China IP Policy 
Office of Policy and International Affairs 
U.S. Patent and Trademark Office  
600 Dulany Street Alexandria, VA 22314  
 
Via email to: Elaine.Wu@uspto.gov 
 
Re: Comments Regarding the SPC’s Six (6) Draft Judicial Interpretations and 
Guidance  
 
Dear Ms. Wu:  
 
On behalf of the American Bar Association’s Intellectual Property Law Section 
(“ABA-IPL”) and International Law Section (“ABA-ILS” or jointly the 
“Sections”), we provide these comments to the United States Patent and 
Trademark Office (“USPTO”) in connection with the request of the Supreme 
People’s Court of China (“SPC”) for comments regarding its recently issued 
draft documents (collectively “Draft”) listed below: 

•          Judicial Interpretation on Certain Issues Concerning the Application 
of Law in the Trial of Civil Cases Involving the Misappropriation of 
Trade Secrets (comments due July 27) 

•          Official SPC Reply on the Application of Law in Network-Related 
Intellectual Property Infringement Disputes (comments due July 27) 

•          Guiding Opinions on Hearing Intellectual Property Disputes 
Involving E-Commerce Platforms (comments due July 27) 

•          Certain Provisions on Evidence in Civil IP Litigation (comments due 
July 31) 

•          Opinions on Increasing Punishment for Intellectual Property 
Infringement (comments due July 31) 

•          Judicial Interpretation Concerning Some Issues on the Specific 
Application of Law for Handling Criminal Cases of Infringement 
upon Intellectual Property Rights (comments due August 2) 

 
The views expressed herein are presented on behalf of the Sections. They have 
not been approved by the House of Delegates or the Board of Governors of the 
American Bar Association and, accordingly, should not be construed as 
representing the position of the Association. 
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Executive Summary 
 
The Sections are very grateful for the opportunity to submit these comments, which we 
hope may be useful to the USPTO in preparing its comments on the Drafts that it plans to 
submit to the SPC. As discussed below, while the Drafts generally show positive steps 
forward for rights holders, including certain groundbreaking changes to the law, the 
Sections believe that certain provisions and definitions can be clarified or strengthened in 
various ways that will lead to further improvements for rights holders in China. 
 
Overall, the Sections are pleased with the progress for rights holders apparent from the 
Drafts. Areas where the Drafts do not align with U.S. intellectual property law and 
practice appear to owe to different national priorities such as free speech in the U.S., 
different judicial systems and experience, and the separate development of and bases for 
U.S. patents, copyrights, trademarks and trade secrets compared to more recent 
development of intellectual property law in China. Although the Sections have taken and 
maintain the position that some intellectual property disciplines such as trademarks 
should be stated more flexibly than in recent Chinese specifications of infringement, the 
Sections note for these Drafts that specificity may help Chinese administrators and judges 
inexperienced with the Anglo-American common law tradition to address more common 
forms of infringement, such as slight changes in spacing or colors of a logo. If these 
specifics are set forth as non-exclusive or with a “catch-all” alternative, they may 
advance the interests of rights holders without limiting flexibility. Accordingly, the 
Sections recommend below that certain draft language be amended, clarified or deleted. 
The Sections may also comment below on certain provisions without making any explicit 
recommendations, simply to express strong support. 
 
I. Background 
 
In offering our comments relating to the Drafts, the Sections acknowledge that the 
intellectual property framework in the U.S. may at times serve as a benchmark and 
influence our views. The Sections also note that their comments are based on the English 
translations provided by the USPTO from the Embassy.  
 
II. Comments Regarding the Drafts 
 
A. Comments on the Draft JI on Certain Issues Concerning the Application of Law 
in the Trial of Civil Cases Involving the Misappropriation of Trade Secrets 
 
These “Trade Secrets Interpretations,” which include the most substantive interpretations 
of law among the Drafts,1 make protection for “trade secret owners”2 or “rights holders,” 

 
1 Chinese trade secrets law is more generally stated in the Anti-Unfair Competition Law (“AUCL,” 
amended 2019) than other Chinese intellectual property law, including trademark law, which is also stated 
in the AUCL in certain aspects. 
2 The term “owner” applied to trade secrets is a relatively recent (and not entirely accepted) change from 
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in some aspects more favorable than U.S. law3 by providing the trial court with a clearer 
roadmap to finding “infringement” of sometimes nebulous “trade secrets,” through 
examples, factors for consideration, and a shifting the burden of proof to the alleged trade 
secret infringer to negate certain elements otherwise part of the owner’s prima facie case. 
 
Further, the Trade Secrets Interpretations fail to, but should, implement the portion of 
Article 19 of the Anti-Unfair Competition Law (“AUCL”) that provides: 

The amount of compensation for an operator who has suffered damages 
due to unfair competition shall be determined in accordance with the 
actual loss suffered due to infringement.  If the actual loss is difficult to 
calculate, it shall be determined according to the benefits obtained by the 
infringer due to the infringement.  If the operator maliciously commits an 
infringement of trade secrets and the circumstances are serious, the 
amount of compensation may be determined from more than one time to 
less than five times the amount determined according to the above 
method.  The amount of compensation shall also include the operator’s 
reasonable expenses paid...... If the actual loss suffered by the rightsholder 
due to the infringement and the benefits obtained by the infringer due to 
the infringement are difficult to determine, the people’s court shall award 
the rightsholder less than five million yuan in compensation according to 
the circumstances of the infringement. 

(Emphasis added.)  This provision requires damages to be determined based on “actual 
loss,” and if “difficult to calculate,” then based on “benefits obtained” (unjust 
enrichment), and if both are “difficult to calculate,” then statutory damages up to five 
million yuan may be awarded.  Although this bears some similarity to the UTSA § 3(a) 
and DTSA, 18 U.S.C. § 1836(b)(3)(B), (award of “actual loss” and “unjust enrichment” 
not included in the loss, or, in lieu thereof, “reasonable royalties,”) we understand that 
Chinese courts rarely award actual loss (generally calculated as lost profits through lost 

 
“misappropriator” and “holder.” The Uniform Trade Secrets Act (1979/1985) (“UTSA”) rejected a property 
theory because two persons could have rights to the same information if they developed or acquired the 
information independently of each other.  Similarly, Europe noted that rights in unpublished information 
under TRIPS Article 39 were not exclusive “against the world.” See 
https://ec.europa.eu/growth/industry/policy/intellectual-property/trade-secrets/faq_en (visited July 5, 2020).  
Notably, “owner” is not defined in the AUCL, but Article 8 of the Trade Secrets Interpretations 
problematically imposes obligations on “co-owners.” 
3 Increased trade secret rights in China is not necessarily good for all U.S. parties, if the U.S. party is 
accused of infringing the rights of another trade secret “owner.”  The Defend Trade Secrets Act of 2016 
amendments to the Economic Espionage Act of 1996 (“DTSA/EEA”) gives a right of action to “trade 
secret owners” for misappropriation by U.S. companies abroad. 18 U.S.C. § 1337(1).  Under draft Article 
11 of the trade secrets interpretations, misappropriation by “improper means” could include “violation of 
provisions of [Chinese] law or in clear violation of [Chinese] recognized business rules.”  In theory, a 
Chinese company could sue a U.S. company in the U.S. under the DTSA for misappropriation by violation 
of Chinese law or “recognized business rules” in China. 
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sales or price erosion), but generally award an amount below the statutory damages 
maximum, almost always less than the actual loss.     

Given the above context, the Sections propose that the Trade Secrets Interpretations: 

(1) emphasize that the priority in the determination of damages as set forth in Article 19 
of the AUCL should be followed, with statutory damages awarded only after the 
estimation of actual loss has been expressly determined to be unfeasible (not merely 
“difficult”); and 

 
(2) indicate that the estimation of actual loss may be improved by considering that the 
actual loss suffered due to misappropriation is often in the form of the lost profit of the 
rightsholder, from at least two sources: (a) lost sales, whereby similar products resulting 
from the misappropriation have taken away some of the demand for the rightsholder’s 
product, resulting in the loss of sales and corresponding profits; and (b) price erosion, 
where the infringing products cause the price of the rightsholder’s product to fall, causing 
loss of profits from the rightsholder’s realized sales.   

Both sources of profit loss exist in the marketplace when the infringing products closely 
compete with the rightsholder's products, which is often the case since the infringing 
products based on the rightsholder’s trade secrets tend to be close substitutes to the 
rightsholder's product.  Therefore, actual loss awarded as compensation to the 
rightsholder should cover the cumulative effect of these two forms of lost profits. 

The Sections make the following recommendations for changes to the draft Trade Secrets 
Interpretations. 

1. Article 1.  This article requires the rights holder’s specification of the trade secret, 
which is aligned with the current trend of U.S. courts as a pre-requisite to 
discovery, but U.S.-style discovery is not available in China.  The article also 
allows amendment, presumably during trial, which is less available in U.S. 
procedure.  The article further prescribes “evidence exchange and cross 
examination” after specification.  It is unclear whether this places a greater burden 
on the rights holder or provides a greater advantage to the alleged infringer.  For 
fairness, an objection should be made to any asymmetry in a right to evidence 
exchange and cross-examination; clarification should be made in any case.  

2. Article 6.  This article requires the rights holder to provide proof of confidentiality 
measures “compatible with the commercial value and degree of importance, etc. 
of the trade secret” prior to infringement.  This aligns with DTSA/EEA 
“reasonable measures” and UTSA “efforts that are reasonable under the 
circumstances,” but may be more favorable to the rights holder because some 
U.S. courts require the measures be taken at all times, not merely prior to 
infringement.  However, the article requires that “co-owners” each take these 
measures.  This sounds sensible on its face, but may lead to undesirable results.  
We understand that it can be common in foreign entity operation in China to 
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require some form of “co-ownership” or at least a license, that is often 
characterized as “forced technology transfer.”  Although neither the AUCL nor 
the draft Trade Secrets Interpretations define “owner,” much less “co-owner,” 
under the DTSA/EEA, a licensee is an “owner.”  See note 1 supra.  We are 
concerned that the licensee “co-owner” may compromise the trade secret by 
failing to take appropriate confidentiality measures.  A U.S. rights holder should 
not be faced with trade secret forfeiture by the action or inaction of a forced “co-
owner.”  Therefore, Article 6’s co-ownership duty should be deleted or the duty 
should be explicitly conditioned on appropriate safeguards, including control and 
indemnification.  

3. Article 8.  Upon the rights holder’s showing of (1) confidentiality measures, (2) 
the alleged infringer’s opportunity to access the secret, and (3) a “high 
probability” of infringement, this article shifts the burden to the alleged infringer 
to show public knowledge, non-commission of an act of infringement, or 
independent acquisition, such as by reverse engineering.  This provision, which is 
stated differently in the 2019 addition of Article 32 to the AUCL, at first glance 
may seem to favor the rights holder by shifting the burden of proof of lack of 
public knowledge and an act of misappropriation.  However, it fails to require 
proof by either party of the value element of trade secret status, which is logically 
distinct from a showing of a “high probability” of infringement.  It is unclear what 
is needed to show “high probability” of infringement besides demonstration of 
opportunity to access (which is an element of copyright infringement in the U.S., 
but not an element of trade secret misappropriation) when the burden of showing 
the lack of an act of infringement is shifted.  The acts listed as independent 
acquisition (to rebut the right holder’s showing) include transfer, license, and 
inheritance, but this might be of wrongfully acquired confidential information and 
“reverse engineering” similarly might be from wrongfully acquired confidential 
information.  The independent acquisitions should be explicitly of, or from 
rightful use of, information acquired by proper means, and the listing of proof of a 
high probability of infringement should refer to the acts described at paragraph 2 
of Article 9 of the AUCL. 

4. Article 16.  This article allows, in cases where an employee or ex-employee 
breaches a confidentiality agreement and infringes on the trade secret asserted by 
the right holder, the rights holder to “choose to assert liability for breach of 
contract or liability for tort according to law.”  In such cases, rights holders assert 
in U.S. tribunals all causes reasonably supported by the facts and law and subject 
to the competence of the tribunal.  This article should make clear that the choice it 
recites is not itself an election to assert one cause to the exclusion of asserting the 
other cause before the same or different tribunal. 

5. Article 17.  This article supports “in principle” the suspension of a civil trial of 
infringement in favor of a criminal trial “involving the same alleged infringing 
act,” unless the record evidence shows the lack of merit of the rights holder’s 
infringement case (which presumably leads to dismissal instead of suspension).  
Staying a civil case in deference to a criminal case is discretionary in most U.S. 
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jurisdictions, but unlikely if the issues are distinguishable as they typically are at 
least because of the different parties and burdens of proof.  Compare civil and 
criminal actions under DTSA/EEA.  Objection should be made to suspension 
without hearing the rights holder, who should be provided access to any record 
evidence from the criminal trial. 

6. Article 18.  This article requires the civil trial court to review the evidence in the 
criminal trial and to allow the rights holder “investigation and collection” of the 
evidence, if otherwise “unable to collect” evidence in the possession of public 
agencies  and unless it might affect any “ongoing criminal procedure.”  The 
judicial interpretation should identify relevant civil or criminal procedural rules, 
state the permissible reasons for withholding evidence from the rights holder and 
require at least the identification of the custodian of such evidence. 

7. Article 19.  This article provides that where the alleged infringer discloses 
relevant trade secrets to a public agency “to safeguard public interests and stop 
criminal acts,” the people’s court “does not support in principle” any tort liability 
of the alleged infringer to the rights holder.  Although this principle is similar to 
U.S. whistleblower immunity in DTSA/EEA, 18 U.S.C. § 1833(b), Article 19 
specifies the immunized disclosures that are keyed to accomplishment of public 
purposes and proper attorney representation.  There is some concern that, with 
perhaps less independence of the courts and separation of powers between 
government organs, that safeguarding of “public interests” may be too easy an 
excuse for an employee releasing trade secrets in China.  Therefore, the following 
proviso should be added to the article’s immunization of the infringer from tort 
liability: “providing that no unauthorized disclosure is made by the alleged 
infringer (including anyone to whom the infringer may have disclosed previously 
under limited authorization) other than as necessary for safeguarding public 
interests or stopping criminal acts, which should be identified to the rights 
holder.” 

 
8. Article 22.  This article provides for rescission of a property preservation measure 

when the alleged infringer proves that the information protected does not 
constitute a trade secret or that it is not infringing, but for continuation if “the 
trade secret is known to the public due to the infringing act” and rescission of the 
measure would not remove the unfair competitive advantage gained by the 
infringer.  This approach aligns with U.S. trade secrets injunction practice in 
which the UTSA provided for the possibility of a “head start injunction” to 
compensate for the competitive advantage, except that a head start injunction 
should be entered even if the secret became public through no fault of the 
misappropriator, because the misappropriator benefited from use while the secret 
was not public.  Accordingly, Article 22 should remove the language, “due to the 
infringing act.” 

9. Article 24.  This article sets forth non-exclusive factors for determining 
compensation for infringement of (a) “technical information” as including (i) “the 
proportion and function of the infringed technical information in the whole 
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technical solution” and (ii) “the value of the product infringing on the trade secret 
and its proportion and function in the realization of the profit of the whole 
finished product” and (b) “business information” as including “the function of the 
business information on the profit obtained from the act infringing on the trade 
secret.”  There is no analysis of direct, “actual” damage (to the rights holder, such 
as lost profits or price erosion), which has priority in Article 19 of the AUCL 
versus unjust enrichment (“benefit” to the infringer) as distinguished in the UTSA 
and the derivative DTSA.  Although the judicial interpretation examples may be a 
helpful guide for tribunals with relatively little experience with trade secrets 
damages, it may serve here to direct tribunals away from calculating actual 
damages through lost profits from lost sales or price erosion, and only further 
proportion or allocate damages to components (such as the “minimum saleable 
unit” that is now common in U.S. patent infringement damages). 

Article 24 also sets forth discretionary considerations for a rights holder request 
for a  “reasonable multiple of the licensing fee of the trade secret” as including 
“the nature, content and actual performance of the license, fault of the infringer, 
and the nature and seriousness of the infringing act, etc.”  In the U.S. there has 
been a move from a “but-for,” enabling value of a trade secret to a patent-like 
allocation of value. The alternative “reasonable royalty” adopted by the UTSA 
from the Patent Act of 1952 (which eliminated unjust enrichment except as 
reflected in “reasonable royalties”), is subjected to consideration of “Georgia-
Pacific” factors that overlap somewhat with the Article 24 factors.  Generally, 
however, Article 24 provides an express path to multiplying an established royalty 
rate based on considerations including, but not limited to “willful and malicious” 
misappropriation, which is the requirement for enhanced (addition of up to two 
times), exemplary damages (including established royalty) under UTSA and 
DTSA/EEA.  Because Article 24 appears to steer tribunals away from the Article 
19 of the AUCL priority of lost profits over unjust enrichment and statutory 
damages (here a multiple of “license fees”, we make the recommendations set 
forth in the introduction to establish the AUCL priority of lost profit in the Trade 
Secrets Interpretations, possibly by specifying how to determine the prioritized 
lost profits. 

10. Article 26.  This article allows the people’s court to order provision of “account 
books and materials related to [infringement]” where the rights holder has 
provided preliminary evidence of “the gains of the infringer from infringement” 
and the account books and materials are “mainly in the possession of the 
infringer.”  If the infringer fails to comply, the people’s court “may determine the 
gains of the infringer from the infringement based on the claims of the right 
holder and the evidences on record.”  This is favorable to the rights holder in the 
absence of U.S.-style discovery (which would also burden the rights holder) and 
is in accord with inferences made by U.S. fact-finders (court or jury) from 
spoliation of evidence.  By focusing on the secondary damages of “benefit to the 
infringer” (unjust enrichment), the article steers away from the actual damages 
priority of the AUCL.  While actual damages may be largely proven from the 
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rights holder’s books, access to the infringer’s books may support proof of lost 
sales and price erosion, and these purposes deserve recital in this article. 

11. Article 27.  This article mandates the court’s taking of “confidentiality measures” 
in response to any party’s application in writing.  Violations of these measures 
resulting in trade secret disclosure subjects the violator to tort liability. Article 
111 of the Civil Procedure Law authorizes discretionary “compulsory measures” 
for actions, including “refusing to perform a legally effective judgment or ruling 
of the people’s court,” such as fine or imprisonment “according to the seriousness 
of the case.”  There is great concern among U.S. rights holders that trade secrets 
are not adequately protected in foreign tribunals.  See Safeguarding Trade Secrets 
I the United States: Hearing Before the Subcomm. on Courts, Intellectual 
Property and the Internet of the H. Comm. On the Judiciary, 115th Cong. 71 
(2018).  Therefore, Article 27 should be amended so that such violations 
presumptively subject the violator to fines or imprisonment under Article 111 of 
the Civil Procedure Law. 

12. Article 29.  This article assigns venue for civil trade secrets infringement cases to 
people’s courts “at the places where the alleged infringing acts are committed or 
where the defendants reside.” For network-based infringement, “places where the 
alleged infringing acts are committed” might be read to include the location of the 
terminal or server for “committing the alleged infringing act” or “keeping the 
trade secret.”  When these locations are “difficult to determine,” then “the 
people’s court at the location where the rights holder resides shall have the 
jurisdiction.”  U.S. rights holders remain skeptical about the independence of 
courts in the economic sphere of alleged infringers.  Therefore, the Sections 
propose that a location where the rights holder resides in China should be an 
option in each of paragraphs 1 and 2. 

B. Comments on the Draft Official SPC Reply on the Application of Law in 
Network-Related Intellectual Property Infringement Disputes  

In general, this draft is promising in that it provides rights holders some recourse via in 
court requested takedowns upon considerations similar to the market-implemented 
Digital Millennium Copyright Act (“DMCA”) in the U.S., which has also been used 
voluntarily for trademark infringement.  The DMCA regime incentivizes website 
operators to use its procedure by granting them a safe harbor from liability for meeting 
conditions specified in 17 U.S.C. § 512, e.g., instituting “takedown” of material upon 
notification of claimed infringement; designating an agent to receive such notifications;  
restoring postings on receipt of a counter notification, etc.  Moreover, in the U.S., Section 
230 of the Communication Decency Act (“CDA”, 42 U.S.C. § 230) provides “[n]o 
provider or user of an interactive computer service [“ICS”] shall be treated as the 
publisher or speaker of any information provided by another information content 
provider.”  This essentially immunizes ICSs even for curating and adding content to 
third-party content – more immunity than traditional publishers.  There is an exemption 
for “intellectual property,” largely restricted to copyrights, and not privacy, rights of 
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publicity, or defamation; the Defend Trade Secrets Act was not to be considered federal 
“intellectual property law” presumably in part to avoid exemption.  It is hard to imagine 
that China would provide such protection for operators.  Indeed, after being credited for 
the rise in shared internet communications (such as social media) for a generation, CDA 
§ 230 is being challenged by the current U.S. administration for takedowns of political 
messages, for example.  The DMCA is also criticized by copyright owners and site 
operators on a variety of grounds, including the burdensome nature of the notice-and-
takedown procedures.4  We encourage the SPC’s effort to provide rights holders with 
judicial recourse with rights holder consideration, but note the following:  

1. Article 1.  This article authorizes a holder of intellectual property rights (not just 
copyrights as in the DMCA) to seek a preservation order (i.e., preliminary 
injunction).  This is in line with the SPC’s recent embrace of such relief, as in the 
Drafts, but language more supportive of the rights holder pertaining to how “the 
people’s court shall examine the case” might be suggested. 

2. Article 4.  This article provides that the infringing (and taken-down) user (or 
business operator) may submit to the site operator a “statement of non-existence 
of infringing act” and evidence.  Similar to DMCA practice for counternotices to 
alleged copyright violations, the platform operator is to notify the rights holder 
and put up what was taken-down, leaving the rights holder to sue in court.  The 
Sections recommend adding specific steps on how the rights holder can seek to 
invalidate such counternotice, such as specifying what qualifies as “preliminary 
evidence” and constitutes the “real identity of the Internet user.” 

C. Comments on the Draft Guiding Opinions of the Supreme People’s Court on the 
Trial of Cases of Intellectual Property Right Disputes Involving E-Commerce 
Platforms 
 
These Guiding Opinions refer to the E-Commerce Law, which was not reviewed 
specifically for these comments.  As stated in the previous section, it is difficult to align 
U.S. and Chinese treatment of “e-commerce platforms” because of the very different 
protection of “free speech” in the U.S., enhanced by Section 230 of the 1996 
Communication Decency Act and partly underlying the Digital Millennium Copyright 
Act – both of which attempt to balance “free speech” with protection of copyright 
owners.  DMCA-style take-downs have been extended by many platforms to alleged 
trademark infringements, though not uniformly.  Another issue is the position of the SPC 
with respect to competition law.  Notions of fairness and reasonableness are different 
between “state capitalism” and current U.S. market-power analysis.  E-commerce 

 
4 Article 2 of this draft mandates “joint liability” of the platform operator with the infringing user if the site 
operator fails “timely” to address a notice of the rights holder by “deleting, shielding or disconnecting link, 
etc.” in response to a notice of the rights holder.  However, in light of the fundamental differences in the 
two countries' systems and given the current debates in the U.S. regarding the DMCA and the CDA, the 
Sections suggest that the SPC particularly monitor the results of the application of Article 2 and adjust its 
future guidance in light of that actual experience. 
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platforms are already being challenged under European notions of protection of data 
subject information, extending in the U.S. through the application of the European 
General Data Protection Regulation and the California Consumer Protection Act.  Also 
coming to the forefront are demands for “transparency” of “black box” automatic 
decision systems.  Against this backdrop, we offer the following comments on certain 
provisions: 

1.  Article 4.  This Act provides that a platform operator that “knows or should have 
known” about business operator infringement “shall take necessary measures” 
such as “deleting, shielding, disconnecting,” and allows the platform to terminate 
services to business operators that intentionally repeat infringement.  This new 
knowledge provision is a positive development in China as it imputes liability on 
the part of e-commerce platforms, which is important because there is no 
discovery process in China and many brand owners must rely on cooperation by 
ecommerce platforms.  On the other hand, the phrase “technical conditions” 
seems somewhat overly broad and offers an “out” to e-commerce platforms 
unwilling to take action, if such platform simply claims not to have capabilities or 
internal resources to effectively police its marketplace. 

2.  Article 14.  This Act provides joint liability of platform operators with business 
operators if the platform operator fails to take “necessary measures” where it 
knows or has reason to know that the business operator is infringing or where it 
fails to timely take necessary measures after receiving notice from the rights 
holder.  The new knowledge provision and joint liability provision in combination 
are a huge gain for brand owners, but if they act as a bar to entry for new e-
commerce platforms, then rights holders are faced with fewer marketplace options 
and must continue to rely heavily on cooperation by existing e-commerce 
platforms.  

3.  Article 16.  This Act offers some guidance on what constitutes knowledge, though 
in addition to “high imitation” or “counterfeit,” we recommend listing 
unauthorized use (including keywords or tags) of another’s brand name and 
misspellings thereof. 

D. Comments on Draft Certain Provisions on Evidence in Civil IP Litigation  
 
These draft provisions on evidence in civil intellectual property litigation provide 
alternatives to previously required formalities which, if followed, will greatly lessen the 
burden on foreign brand owners in pursuing court actions in China.  There are some 
prescribed shortcuts in proof that may require clarification and a failure to adequately 
address actual damages that may perpetuate trial court reliance on license fees as the 
basis for compensation.  Accordingly, we offer the following comments for 
consideration: 

1.  Article 3.  SPC proposes that, in the case of a patent infringement dispute 
involving a patent for a manufacturing method invention that is not a new 
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product, the patentee shall provide evidence to prove (1) the fact that the products 
manufactured by the alleged infringer are the same as those manufactured by the 
patented method, (2) a “rather high probability” (greater than the U.S. 
preponderance of the evidence) that the accused “product” is manufactured using 
the patented method, and (3) the rights holder has made “reasonable efforts” to 
prove that the infringer uses the evidence.  We understand that because discovery 
is not ordinarily allowed, reasonable inferences must be made from the available 
evidence, such as analysis of an accused product compared to the expected 
product(s) of the patented manufacturing method.  Article 3 should be rewritten to 
clarify (1) that the infringer’s products allegedly manufactured using the patented 
method must be of the type that the patented method produces (not necessarily 
produced by the right holder) and (2) that the “rather high probability” evidentiary 
standard should be lowered and/or discovery allowed of the alleged 
manufacturer’s manufacturing facility. 

2.   Article 4.  SPC states that the alleged infringer can defend itself by providing 
evidence to prove that (1) it does not know that the alleged infringing product 
infringes IP rights; and (2) the alleged infringing product is from a “legal source”.  
This restates the liability rules of Article 70 of China’s Patent Law, Paragraph 2 
(stated as a non-liability rule, i.e. defense), Article 64 of its Trademark Law 
(stated as a non-liability rule), and Article 53 of its Copyright Law (stated as a 
liability rule).  Article 70 of the Patent Law states that if the alleged infringer who 
produces and sells an infringing product does not know that its product is 
infringing a patent, the alleged infringer shall not be liable for compensation if it 
can prove the legal source of the product.  This is a rule of first sale or exhaustion 
of patent, copyright and trademark rights in a “product or article” through an 
authorized (“legal”) sale – with the additional requirement of good faith (innocent 
intent) – which is tempered by “reasonable care.”  Because “legitimate source” 
does not fully address the issue of unauthorized sale of “gray goods,” good faith is 
required to prevent trafficking in unauthorized “counterfeits.”  Trade secrets, 
which are not traditionally viewed as “property,” see note 1 supra, raise 
somewhat different issues and lack the exhaustion rule stated in the AUCL.  It 
would be helpful if these differences were explained to the trial courts to help 
avoid confusion over the innocent intent prong in light of infringement generally 
being considered a strict liability tort.  

3.   Article 5.  SPC proposes a list of relevant records that can be used to determine 
damages resulting from infringement of intellectual property rights.  Allowing 
publicly available records to be used in damages assessments will help rights 
holders, who typically do not have the most reliable business records from the 
infringer. In this list, there is a relevant record called “various evaluation reports,” 
which would benefit from clarification that such reports include expert reports 
developed for or in litigation, industry press, and legal commentaries. 

4.   Article 8.  This article allows purchases by the rights holder or agent to be 
accepted as evidence and thus greatly reduces the burden (and expense) on 
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foreign brand owners for more extensive qualification. We strongly support this 
provision.  

5.   Articles 9/10/11.  These articles are groundbreaking and seem to be in response to 
the longstanding complaints over the controversial rule imposed by the Beijing 
court requiring many foreign brand owners to prove the “signatory’s signing 
authority.”  That requirement had resulted in many litigations filed by foreign 
brand owners being thrown out due to a technicality.  We strongly support this 
provision.   

6. Article 9.  SPC proposes that it would not consider an objection to the evidence if 
“[t]he opposite party expressly acknowledges the authenticity of the evidence.”  
By such wording, does this mean that the evidence has been produced by the 
opposing party and/or acknowledged in foreign proceedings?  This should be 
clarified. 

7.   Article 16.  Under Article 111 of the Civil Procedure Law, SPC authorizes (1) 
fines on and/or imprisonment of the party who disassembles, replaces, and/or 
alters preserved evidence and (2) presumptions against the party on the evidence 
compromised.  This approach is similar to evidence spoliation rules in the U.S.  
Because there is a question of whether the fines would be sufficient to deter 
compromise of evidence that might otherwise result in greater damages and 
whether imprisonment will be imposed, we recommend that Article 16 be 
amended to substitute “shall presume” for the existing “may presume,” to shift the 
burden to the spoliator. 

8.   Article 40.  In this article the SPC discusses “a person with expertise.”  It would 
be helpful to add a non-exhaustive list of qualifying persons such as economists. 

9.   Article 50.  This article sets forth seemingly exclusive factors for multiplying the 
license fee. As stated in the primary recommendations for the Trade Secrets 
Interpretations, the Sections are concerned about the direction of the trial courts 
away from actual damages to statutory damages based on “license fees.”  This 
article questions the license fees in whether they are made at “arms-length” rather 
than with mutual interests, whether they are real (fees paid), and the scope of the 
license, but assumes that there are licenses to consider.  We suggest consideration 
of the Georgia-Pacific factors for hypothetical patent license negotiations, which 
are seen also in U.S. trade secrets cases.  We also recommend other damages 
considerations such as the contribution of the technology (income approach) or 
the cost of developing the IP or design-around (cost approach).  These changes 
would give actual damages at least equal consideration in the SPC guidances. 

E. Comments on Draft Opinions on Increasing Punishment for Intellectual Property 
Infringement  
  
These draft opinions provide both general and specific directions to the lower courts to 
apply policy to more robustly enforce intellectual property rights.  Articles 1 through 3, in 
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particular, encourage “protective measures” comparable to U.S. injunctions, which have 
rarely been available to rights holders.  Article 21 also specifically encourages award of 
“illegal income” (unjust enrichment), increased fines and criminal injunctions against 
employment (“job prohibitions”) to disable the ability to infringe in the future.  The 
Sections applaud these developments. 

The draft opinions generally address application and increase of criminal penalties, but 
touch upon civil remedies.  The underlying “sanctions” enhanced, supplemented or 
explained include calculation of damages, including ranges for allowed statutory 
damages, which are not set forth specifically in the draft document, but presumably 
appear in the law applicable to each type of intellectual property right, whether patent, 
copyright, trademark or trade secret (the latter treated at Articles 17 and 18 of the 
AUCL). 

Although these draft opinions call for heavier sanctions for certain types of intentional 
infringement in “serious circumstances,” the opinions apply to refine the determination of 
the fines and statutory damages set forth in ranges in the particular intellectual property 
law, for example at Article 18 of the AUCL.  In the case of unfair competition through 
trademark or trade secret misappropriation, Article 17 provides for actual damages (lost 
profits) or unjust enrichment as an alternative, with allowed multiplication.  This 
mechanism is reflected in The Supreme People’s Court and the Supreme People’s 
Procuratorate Draft “Interpretation III on Several Issues Concerning the Application of 
Law in Handling Criminal Cases of Infringement of Intellectual Property Rights” 
(“Handling Criminal IPR Cases”) which uses “sales loss” and “reasonable license fees” 
as measures to determine an appropriate level of criminal penalties. 

We also note that these opinions do introduce new sanctions, such as attorneys’ fees, for 
procedures such as renewed enforcement for renewed infringement and counter-suits for 
malicious litigation.  Below are comments on certain provisions. 

1.  Article 1.  This article mandates increase of the “intensity” of preservation acts 
(e.g., injunctions) for “infringement or imminent infringement of intellectual 
property rights involving core technologies, well-known brands, popular shows, 
etc., and infringement or imminent infringement of intellectual property rights at 
exhibitions.”  This language provides non-exclusive examples of enforcement 
situations that the SPC is emphasizing.  We welcome that “well-known” brands, 
not just “famous” ones, are identified for preservation acts.  Also, the translation 
of this article seems to suggest a special category for “exhibitions.”  Therefore, 
this category should be checked in the Chinese original. 

2. Articles 2, 3.  Article 2 expressly authorizes a “pre-judgment order,” which we 
liken to a U.S. preliminary injunction.  Article 3 authorizes renewal or extension 
of preservation measures.  We applaud that this article lessens the burden on 
foreign brand owners to be able to obtain a pre-judgment order.  This change also 
increases the enforcement power of the Chinese courts, hopefully for the benefit 
of brand owners. 
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3.  Article 17.  This article directs the courts to determine attorneys’ fee 
compensation based on “comprehensive consideration” of “the infringer’s 
subjective intentions and the complexity of the case, the professionalism and 
intensity of the work, the actual amount of payment, industry practices, local 
government guidance price and other factors, based on the evidence provided by 
the intellectual property rights owner.”  Although these factors are not identical to 
the considerations for award of attorneys’ fees in U.S. IP litigation, which is 
limited by statute and the underlying “American Rule,” the availability of 
attorneys’ fee compensation favors the rights holder, which the Sections welcome.  

4.  Article 18.  This article directs the courts, in response to a rights holder’s request 
to hold other persons and entities jointly liable for a company’s infringement, and 
to consider comprehensively a list of non-exclusive factors, including particulars 
of management and revenue flow.  Some of these factors are not the focus of 
“piercing the corporate veil” in U.S. IP infringement cases, which is rarely done, 
and typically only on the basis of a finding of “alter ego” status.  This inquiry may 
be more important in a nation of less transparent corporate governance and 
prevalence of informal relationships.  Though Article 18 favors rights holders by 
exposing more persons to liability for infringement, there is concern that it also 
may be used personally against the owners and managers of U.S. entities accused 
of infringement. 

5.  Article 20.  This article mandates “severe penalties” and “generally no probation” 
in cases (a) where “registered trademarks mainly are used in the infringement of 
intellectual property rights,” (b) of “registering trademarks for purpose of 
mak[ing] counterfeit disaster relief, and epidemic prevention materials during a 
special time,” and (c) “infringement of trade secrets for foreign institutions, 
organizations, and personnel during a certain period of time.”  Case (a) appears to 
cover the U.S.-complained-of trademark registration (squatting) in neighboring 
subclasses and assertion against established (by use) trademark owners; if that is 
the case, this article favors the established rights holder.  Cases (b) and (c) were 
targeted for heavier penalties in Article 11 of Handling Criminal IPR Cases.  
Regarding case (c), heightened punishment for foreign participants may violate 
the principle of national treatment, although the Economic Espionage Act and 
current U.S. legislation may raise similar issues.  Therefore, case (c) should be 
deleted.  Case (a) should be explained further to confirm favorable to the rights 
holder.  

F. Comment on Draft Judicial Interpretation Concerning Some Issues on the 
Specific Application of Law for Handling Criminal Cases of Infringement upon 
Intellectual Property Rights  
 
Generally, these draft interpretations provide relevant Chinese courts with substantial 
discretion to impose heavy penalties on intellectual property rights infringers, which is 
more discretion than under U.S. criminal law.  Accordingly, we offer the following 
comments for consideration: 
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1.   Article 1. This article lists “circumstances” to be deemed as “an identical 
trademark with the registered trademark” under Article 213 of the Criminal Law 
(use without authorization). The list includes changes with “slight differences” or 
“no visual difference,” and the catch-all, “[t]rademarks that are basically without 
difference from the registered trademarks that can be misleading to the public.”  
Though these lists can be too confining and can provide a roadmap for 
circumvention, they can be useful for inexperienced courts as a guide on common 
types of infringement.  The catch-all provision here, at least as translated, is more 
protective of the rights holder than the U.S. “likelihood” of confusion test in light 
of the term “can” and the unspecified “public.”  On the other hand, this facilitated 
reach may exacerbate a threat to established (by use) trademark owners by 
“squatter” preemptive registrations in neighboring subclasses, and a broad reach 
may lean against U.S. criminal law’s strong presumption of innocence and its 
corollary “rule of lenity.”  Moreover, the Sections invite clarity on whether 
consumer surveys can be submitted in these criminal proceedings (and by whom) 
to evidence lack of “difference” under the catch-all provision. 

2.   Article 9.  This article allows for written applications for the court to take 
“confidentiality measures” like U.S. protective orders.  Although Article 9 makes 
it a separate crime to violate such measures, in view of the great concern among 
U.S. rights holders that trade secrets are not adequately protected in foreign 
tribunals, Article 9 should be amended to more clearly state that “confidentiality 
measures” shall be ordered by the court based upon any reasonable request and 
that violations of such measures which disclose any covered trade secret 
presumptively subjects the violator to fines or imprisonment under the jurisdiction 
of the court, without necessitating a new criminal action (which would require 
prosecutorial initiation). 

3.  Article 11.  This article mandates “a heavier punishment” and limited probation 
for the following:  (a) engaging in infringing intellectual property rights “as a 
profession”; (b) counterfeiting “emergency relief materials and epidemic 
prevention materials” during a period of public disaster or hazard; and (c) 
“[i]nfringing on trade secrets for overseas institutions, organizations and 
personnel.” It appears that heightened punishment for foreign participants may 
violate the principle of national treatment (although the Economic Espionage Act 
and current U.S. legislation may raise similar issues).  Therefore, we recommend 
deleting circumstance (c). 

4.  Article 12.  This article provides that “generally a lighter punishment shall be 
given” where (a) there is admission of guilt and acceptance of punishment; (b) 
there is “active” compensation of the rights holder for economic losses caused by 
the infringement and “obtain[ing] the forgiveness of the right holder; or (c) the 
trade secret of the rights holder has not been disclosed or used after being 
obtained by improper means.”  Although this confession-and-forgiveness 
condition may be unique to the culture of the PRC, this condition encourages 
mitigation of damage to the rights holder and thus is generally favorable.  A 
fourth condition concerns use of the right holder’s trade secret “to apply for other 
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types of intellectual property rights,” where “the relevant intellectual property 
rights have already belonged to the right holder,” seems odd and possibly a 
mistranslation.  The trade secret misappropriator should not be partially rewarded 
for misusing the trade secret to apply for other Intellectual Property Rights 
(“IPRs”) just because the rights holder already holds those IPRs.  That misuse 
should be punished more heavily, rather than given a “lighter punishment”, 
because it challenges the rights holder’s other IPRs, possibly causing market 
confusion or incidental expense to rectify.  Hence, circumstance (d) should be 
deleted. 

 III.  Conclusion  
 
The Sections commend the USPTO and the U.S. Government for their consideration of 
these issues and appreciate the opportunity to offer these comments.  If you have any 
questions regarding these comments, please do not hesitate to contact us.  

Respectfully submitted, 
 
 
 
George W. Jordan III Lisa Ryan 
Chair, ABA Section of Intellectual Property Law Chair, ABA International Law Section 
 
 
 


