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Eleventh National People& Congress (NPC) Standing Committee of the Sixth
Meeting, the Patent Law of the P.R.C was amended for the third time. The
amended Patent Law (hereinafter referred to as the 2009 Patent Law) will come
into effect on October 1, 2009. This is an important achievement in China&
patent legal system and a major move to improve Chinese intellectual property
system. Under the new system China is poised to strengthen independent
innovation, build an innovation-oriented country, and make and implement
national intellectual property strategy. The third amendment of the Patent Law
comes at the right time. This article, starting with the background of the revision,
will focus on the main contents amended. The article will then systematically
analyze and comment on the contents, causes, and contexts of the amendments.
Part | of the article expounds on the overall context of the third revision of
the Patent Law. Part | includes the background, principles, and hallmarks of the
revision. This approach is designed to give readers an overall understanding of
the origin and development of the amendment. Part 11 of the article analyzes the
changes in terms of general principles. This includes: (1) an evaluation of the
purpose of the patent legislation, (2) the definition of the patented object, (3) the
regulatory system for double patenting, (4) foreign-related patent applications
and approval, (5) the revision of the range of designated license, (6) joint
ownership of patent applications and patent rights, (7) duties of patent
administration departments, (7) subject matter not being granted patent, and (8)

the scope of patent protection. Part 11l expounds the requirements for granting



patents. Part Il mainly focuses on the introduction of an absolute novelty
standard and provides further clarification of requirements for grant of design
patents. Part IV analyzes the upgraded system for patent application. Part IV
discusses how an applicant of an invention-creation of genetic resources has an
obligation to disclose the origin thereof. Part IV will also discuss new
requirements for application for design patent and permits associated designs
patent application. Part V studies the duration, cessation and invalidation of
patent right. It will point out that the revision mainly deals with adjustments in
the scope of the ability to declare a patent invalid. Part VI researches the
protection of patents. Part VI mainly focuses on the following topics: (1) the
increase strength of patent administrative law enforcement; (2) the search
report system for design patents; (3) statutory damages for compensation in
patent litigation; (4) the upgraded of conditions of temporary injunction; and (5)
the measures of evidence preservation. Part VII discusses the limitations and
exceptions to patent rights, pointing out the amendment aim to safeguard public
interests and stop the abuse of patent rights. This part will probe into the
redefining of the conditions for compulsory licensing, and the addition of types
thereof, the introduction of prior art, the acceptance of parallel imports and the
Bolar exception. Part VIII discusses the contents not amended in the 2009
Patent Law but is still worth studying. The following will be analyzed: the
upgrading of the ownership of invention-creations, the types and determination

of patent infringements, the nature of the procedure of invalidation of patent, the



limitation of action of patents, the provisions of extinguishment of rights, and the
provisions of stopping malicious litigation and so on.
Il. OVERVIEW: THE THIRD AMENDMENT TO THE PATENT LAW
A. Background of the Revision

The first Patent Law of the P.R.C was adopted at the Fourth Session of the
Standing Committee of the Sixth NPC on March 12, 1984, and came into effect
on April 1, 1985 (hereinafter the 1985 Patent Law). It was amended for the first
time by the Decision Regarding the Amendment to the Patent Law of the P.R.C,
adopted at the Twenty-seventh Session of the Standing Committee of the Seventh
NPC on September 4, 1992 (hereinafter the 1992 Patent Law)." On August 25,
2000, it was amended for the second time by the Decision Regarding the
Amendment to the Patent Law of the P.R.C, adopted at the Seventeenth Session

of the Standing Committee of the Ninth NPC (hereinafter the 2000 Patent Law).

! The contents amended include: deleting the provision that medicines, food and
condiments shall not be granted a patent right, and giving the patentee the right to import;
extending the term of patent protection, among which the term of invention is changed from
fifteen years to twenty years, and utility model and design, from five years accompanied by 3
years renewed to ten years; extending the scope of method patent protection to products directly
obtained by way of such method; changing the objection procedure before a patent is granted to
the cancellation procedure after a patent is granted; and improving the implementation of
compulsory licensing requirements and the like.

Z See Pate n t Law (promulgated by the Standi

1984, amended September 4, 1992, amended again August 25, 2000, effective July 1, 2001)
(P.R.C)), available at
http://www.lehmanlaw.com/resource-centre/laws-and-regulations/intellectual-property/patent-law
-of-the-peoples-republic-of-china-2001.html [hereinafter Chinese Patent Law 2000] (The main
contents amended include: promoting innovation of science and technology is embodied in the
aim of patent legislation; upgrading the system of ownership of service inventions-creations and
non-service inventions-creations, of which, for an invention-creation, made by a person by using
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It should be noted that every amendment of the Patent Law of the P.R.C. has
special historical background. The 1992 Patent Law changed the patent law to
adapt the law to the needs of building China& socialist market economic system.
The change also reflected Chi na 6s ¢ o mp Sing-USiMemorandtmhof t h e
Understanding on Intellectual Property Protection reached by China and the
United States Government in 1992. The direct motivation of the 2000 Patent
Law was to be qualified to enter into the World Trade Organization (WTO).
The 2000 Patent Law was an attempt by China to meet the requirements of the
Trade-Related Aspects of Intellectual Property Rights Agreement (hereinafter the
Trips Agreement). The 2000 Patent Law also reflected need for the Patent Law
to be better prepared to adapt to changes in historical circumstances and exert
changes in patent function.

Just as Guangjun Chen, the Director of the Division of Science and
Technology, for the Committee of Education, Science, Culture and Health, NPC,
points out, both the Patent Law and patent system of China are the products of

the reform and opening to the outside world. The Patent Law in 1992 was

the material and technical means of the entity to which he belongs the inventor or creator can
enter into an agreement under which there is provision on who has right to apply for a patent and
to whom the patent right belongs; canceling the provision that owned units can only hold a patent,
and changing to have ownership of a patent, which makes owned units have the same patent with
other body of market economy; canceling revocation procedure and changing to invalidation
procedure after a patent is granted; canceling the finial decision-make power of Patent
Reexamination Board (PRB) to utility model and design; conferring to patentee the right of
offering for sell; establishing the system of search report system of patent of utility model;
strengthening patent protection, including the addition of pre-trial temporary injunction and the
measure of property preservation, the provision of the method of calculation of compensation for
damages, etc.).



mainly adopted to implement deep reform and extend opening to the outside
world in addition to fulfilling the promise in Sino-US Memorandum of
Understanding on Intellectual Property Protection. The Patent Law in 1992
also created conditions for China& resumption of General Agreement on Tariffs
and Trade (GATT) contracting party status.®> The second amendment in 2000
was to build and upgrade the socialist market economic system and conform to
the requirements of accession to the WTO. Two amendments to the Patent Law
mainly attach more importance to importing foreign advanced technology and
strengthening intellectual property for foreign investment.”

In comparison, the third amendment to the Patent Law is mainly a reflection
of the needs of developments of China herself, which is obviously reflected in
the important role of the patent law in the promotion of Chinabs i ndependent
innovation and the establishment of an innovation-oriented country.

The Chinese Communist Party Plenum raised the strategic mission to

enhance capability of independent innovation and build an innovation-oriented

® General Agreement on Tariffs and Trade, Oct. 30, 1947, 61 Stat. A-11, 55 U.N.T.S. 194
[hereinafter GATT]. In 1947, China entered into the GATT in the name of a contracting country,
and GATT is the predecessor of the World Trade Organization (WTO). In October 1949, the
P.R.C. was established. In the negotiations for the entrance into the GATT, the P.R.C.
participated as a contracting country, hence the contracting party status. See China, as a Founding
Member of GATT, the Original File Appears in Guangzhou, available at
http://news.sina.com.cn/c/2002-01-13/443035.html (source title translated from original Chinese
language source).

* The Third Amendment to the Patent Law Has Two Prominent Characteristics: To
Encourage Innovation  and  Strengthen Patent  Protection), available  at
http://news.xinhuanet.com/politics/2008-12/27/content_10567530.htm (source title translated
from original Chinese language source).



country. ° In February, 2006, the National Long-Term Scientific and
Technological Development Program issued by the State Council clearly
proposed to turn China into an innovation-oriented country within fifteen years.
For China, to building an innovation-oriented country is a long term economic
and social goal. Inrespecttopr omot i ng the capability of C
innovation and building an innovation-oriented country, her intellectual property
system plays an irreplaceable role.
With the deepening of economic globalization and scientific and
technological progress, intellectual property system is becoming more and more
important and has an increasingly prominent role. The basic system must
encourage and protect innovation, and promote social and economic
development. The system aims to st r engt hen t he constructio
intellectual property and vigorously improve the creation, management,
protection and exploitation of intellectual property. Moreover, the system is
designed to meet the urgent needs of upgraded socialist market economic system,

enhance the market competitiveness of Chinese enterprises, improve the national

> This strategy isal so based on the fact t hat Chinabés over
innovation is not strong and many industries lack of independent core technologies. Patent is
synonymous with new technology. T a-tech fiedd, pat ent as
inventions of the vast majority come from abroad, such as, in the area of radio transmission,
mobile communications, semiconductor, western medicine, computer, the proportion arising
from abroad and foreign-funded enterprises is 93%, 91%, 85%, 69%, 60% respectively. See Wei
Zhang, The Amendment to Pat eQrte dtaevd -$B acldbidiritedsiea 'Nsat DHd | f
Cong., Oct. 25, 2008, at 19 (source title translated from original Chinese language source, on file

with author).



core competitiveness, enlarge the access to the outside world, and realize the
mutual befits for all parties involved.® In accordance with the principle of
fulfilling of commitments, adapting to national conditions, improving systems
and active protection, and meet the needs of Chinese economic and social
development, China needs to constantly improve her intellectual property system
of laws and regulations.

The patent system is an important component of China& intellectual
property system. The Patent Law is the basic legal form of patent system and the
fundamental guarantee to implement the patent system. Sinc e C hRatena 0 s
Law came into operation on April 1, 1985, it has played a very important role in
the encouragement and protection of inventions-creations. The Patent Law has
also been influential in promoting the popularization and application of

inventions-creations and Chi na 6 s s c tecknoldgicaf pragress aamdd

innovation.
According to statistics, &earFlama@ t he peri
Chinabés average annual g rmasvBB3% andrtket e o f pat

amount authorized by an average annual growth rate was 18.7%. During the

period of i-Year®lan® €Eht hads vaver age annual gr

® See Jintao Hu (General Secretary Chinese Communist Party), Strengthen the System
Construction of China's Intellectual Property, an
Innovation-oriented Country, speech at the thirty-first collective study of Central Political Bureau
of the Chinese Communist (May 26, 2006, Beijing, China), available at
http://news.sina.com.cn/c/2006-05-28/08569046964s.shtml (source title translated from original
Chinese language source).



patent applications was 22.8% and the amount authorized by an average annual
growth rate was 15.2%. It took fifteen years to reach one million patent
applications. The second million was achieved in four year thereafter. It took
just two years and three months thereafter to reach three million.” In 2008 the
State Intellectual Property Office (SIPO) accepted 828,328 patent applications.
289,838 of the applications where for invention patents; 225,586 of the
applications where for utility model patents; and 312,904 of the applications
where for design patents. The year-to-year growth of applications for
inventions, utility model and designs has risen 18.2%, 24.4% and 17%
respectively. As of the end of 2008, the SIPO received a cumulative total of
4,853,506 patent applications.®  The effect of the enforcement of the Patent Law
reflects not only in the increase of the amount of patent application and patents
granted, but also the rise of patent consciousness and patent rate, as well as the
constant strengthening of patent protection.

The enforcement period of the Chinese patent system is not long. This

" State Intellectual Property Office (SIPO) Document, No. 152 (2006), Request for
Consideration Regarding the Draft Amendment to the Patent Law of the P.R.C, hereinafter the
Request for Consideration Regarding the Draft Amendment at 39 The Draft Amendment was
submitted by SIPO to the State Council for review on December 27, 2006. See Amendment to
Patent Law (Draft) Examined and Adopted by the Executive Meeting of the State Council, SIPO,
Aug. 8, 2008,
http://mww.sipo.gov.cn/sipo_English/news/iprspecial/200904/t20090417_453150.html  (source
title translated from original Chinese language source).

& Wenfeng Yan, Haizh Zhang, & Ren Liu, Lipu Tian Summed up the Work of Intellectual

Property Rights, in 2008: —Strategyl i s

Undertakings of Intellectual Property Rights Have Entered a Critical Period of Rapid and Healthy
Development, China Intellectual Property News, Jan. 16, 2009 (source title translated from
original Chinese language source, on file with author).
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short enforcement period accompanied by the transition of Chi na 6 s
system and changes in the international patent system caused problems for the
newly implemented Patent Law. As new problems appeared they had to be
resolved by revising the Chinese Patent Law. As stated in 1992 and 2000, two
more drastic changes were made, but there still remained problems. For example,
the promotion of innovative capability was not sufficient. Moreover, the
conditions to grant a patent were not stringent enough. Additionally, despite the
large quantity of patents for utility model and design patents, based on the simple
process for authorization, the stability of authorization of the right was bad. In
respect to patent protection, there exist both the phenomenon of inadequate
protection and the abuse of patent rights which was harmful to the public. In
respect to exploitation of patent, there exists the issue of poor promotion. The
existing problems in implementing the Patent Law needed to be resolved by
further amendment. To a certain extent, the current third amendment reflects the
intentions of Ch i n dedGekpment strategy of economic and social
transformation. This transformation attempts to promote independent innovation,
build an innovation-oriented country, and serve for China& economic
restructuring and industrial upgrading.

In the promotion of the third amendment to the Patent Law, there was also
the important matter of the proposal and enactment of the national intellectual
property strategy. In 2005, the State Council set up a leading group with Vice

Premier Yi Wu as the head of the National Intellectual Property Strategy to
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develop the work of the leading group. Also, in the Seventeenth Major Report of
the Chinese Communist Party, the mission of enforcement of intellectual
property strategy was raised for the first time. After several years of efforts, in
June 2008,t he St at e C o Qutlire ofiNationad kntellectdial Propegy i
St r a tAecgrding to the spirit of the said Outline, the guiding ideology of the
Chinese National Intellectual Property Strategy is set out in a number of ways: (1)
the development and the upgrading of national core competitiveness is the
primary goal; (2) the promotion and safeguard of national interests is the basic
aim; (3) the focus is on the overall situation of intellectual property rights and
policy issues. Additionally, there is a goal to build an innovation-oriented
country largely based on intellectual property rights. The basic aim is to raise the
quality of citizens and follow the road to an innovation-oriented country,
promote sustainable development, and provide support for economic
transformation through intellectual property, promote development by leaps and
bounds. In the system of national intellectual property strategy, the upgrading of
the system of laws and regulations is one of the most important strategic
initiatives. Therefore, the amendment to the Patent Law is, in fact, a concrete
measure to implement the National Intellectual Property Strategy.

Of course, the third amendment to the Patent Law is also affected by
international environment. International pressure is pushing Chi nad s Pat ent
Law to be in conformity with international practices. Viewed from the

international environment, recent years have seen China trend towards

11



coordination with the international intellectual property system. This trend
includes the patent system which continues to become strengthened.
Developing countries increasingly emphasize on their dominant position for their
own traditional knowledge, genetic resources, and folklore protection with a
hope to promote the protection of these objects and safeguard their own interests
in the struggle against developed countries. In 2001, the World Trade
Organization (WTO) Doha Ministerial Conference adopted the Declaration on

°In

the Trips Agreement and Public Health (hereinafter Doha Declaration).
2005, the World Trade Organization General Council also adopted the Protocol
to amend the Trips Agreement (hereinafter Protocol). ® The Protocol has
supplementary regulation as to the issue of compulsory license. It permits its
members to implement compulsory license under the condition required,
manufacture related medicines patented, and export to the countries concerned.
These would break the Trips Agreement provisions regarding compulsory
licensing restrictions. These latest trends in the international arena needed to be
reflected in Chinese patent legislation by revision.

In this context, the NPC of Standing Committee examined the situation of

i mpl ement ati on o fin Map 2066aA portPreydardeng the

° See Conference Report, The Future of TRIPS: Impact of the Doha Declaration and Public
Health, Paris, ICC International Headquarters, Friday 13 September 2002, available at
http://www.iccwbo.org/home/intellectual_property/ICC-AIPLA-Report.pdf.

10 See General Council, Amendment of the TRIPS Agreement, WT/L/641, Decision of 6
December 2005, available at http://www.wto.org/english/tratop_e/trips_e/wtl641_e.htm. See also

Interpretation of the Protocol to Amend the Trips Agreement, available at

http://news.xinhuanet.com/legal/2007-11/19/content_7105082.htm (source title translated from
original Chinese language source).
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situation of i mpl ement ati on of washmadeahysthe Pat ent

law-enforcement inspection team at the twenty-second meeting of the Tenth
NPC of Standing Committee. It explicitly put forward that the revision of the
current Patent Law would be included in the 2007 legislative plan of the

Standing Committee. The third revision of the Patent Law thus began.

Overall, the third amendment of China& Patent Law was bornfromCh i na 6 s

own internal demand. However, changes also occurred because of the
international trend to harmonize patent protection requirements.it  Further
incentive for change came from a need to effectively solve the problems of the
operation of patent system and better fulfill p a t erald a6dsfunction in the
promot i on candmic@nb soaiabdévslopneent. Just as Guangjun Chen
points out, the third amendment to the Patent Law, operates under the
background of the development strategy that fienhance the capability of
independent innovation, building an innovation-oriented country. @hese goals

are in conjunction with the Gener al A s s fermdtidnal €cisnce gnd

1 Viiewed from the revisions of the patent law of China, to integrate with the international
community is an important motive. For example, the revised contents of the 1992 Patent Law
include enlarged scope of protection of patent rights, and extension of the period for patent
protection, and a new condition for compulsory license. See Patent Law (promulgated by the

Standing Comm. Nat ol Peopl ebs Cong. , Mar .

available at http://www.novexcn.com/patent_law_92.html [hereinafter Chinese Patent Law
1992]. When the Patent Law was revised for the second time in 2000, according to the
requirements of the Trips Agreement, the provisions on the right of offering to sell and on
temporary injunction are added, the final decision power for utility model and design of the
Patent Reexamination Board (PRB) is cancelled. See generally Agreement on Trade-Related
Aspects of Intellectual Property Rights (Trips Agreement), Apr. 15, 1994; Chinese Patent Law
2000.
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technology and promote the countryd sapacity of independent innovation and
strengthen protection of intellectual property rights. These goals matchChi na d s

scientific development and changing mode of economic development.

B. Principles to Amend the Patent Law

The basic function and role of a patent law is, by granting patents, to
encourage and protect inventioni creations, promote the application thereof and
thereby promoting economic and social development of a country or region.
The general principle to amend a patent law is to make the patent system&
function and role better. Pursuant to the Request for Consideration Regarding
the Draft Amendment™® the third amendment to the Patent Law shall abide by a
number of principles that follow.

The first principle is the unity to safeguard the interests of the patentee and
the public interests. This unity means that, the legitimate rights and interests of
the patentee shall be fully safeguarded so as to timely and effectively protect the
patentee; and the legitimate rights and interests of the public shall also be
maintained effectively, so as to better standardize the exercise of patent rights
and prevent abuse of patent rights.

As a matter of fact, patent law, with other legal systems, shall try to protect
the interests of all parties and realize a balance between different interests. A

lot of systems and principles in the patent system typically reflect the doctrine of

12 SIPO Document, supra note 7, at 43.
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balancing of interests and the mechanisms thereof to some degree.® The key
point of the balancing mechanism is the balance between the private interests of
patent holders and the social benefits on which the wider public interests are
based. The key of the success of any patent system lies in the balance between
the exclusive rights granted to the patentee and the public interest arising from
the possession of an open and competitive market. That is, fithe patent system
needs to achieve a balance between the interests of inventors and the general
publico. ™ Its essence lies in the balance of interests between the protection of
patent rights as a private right based on the patent and the access of knowledge
and information by the public, including the competitors of the patentee.

Related patent cases in China demonstrate that the legislative purpose of
patent law is that it is necessary to nail down the protected patented technology
program, but also define the space where the public is free to exploit technology
for invention-creations. Additionally, the purpose is to combine the reasonable
protection for patent with the sufficient legal certainty to the public.1> Since the
balance of interests is not only a principle of justice but also an important

legislative one, it is not difficult to understand that the third revision of the Patent

3 Min He, Thinking from Jurisprudence on the Balancing of Interests in Patent Law), 17
ELECTRONIC T INTELL. PROP. 14 (2005) (source title translated from original Chinese language
source, on file with author).

4 Steven B. Garland & Jeremy E. Want, The Canadian Patent System: An Appropriate
Balance Between the Rights of the Public and the Patentee, 16 CAN. I.P. REV. 43, 44 (1994).

5 See Ningho Oriental Movement Factory v. Jiangyin Hardware Co. Ltd., MiN T1 ZI No. 1
(Civil Adjudication, Sup. PEOPLEG CT., 2001) (source title translated from original Chinese

language source, on file with author).
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Law puts forward the balance of interests as the overriding principle.

The second purpose is the unity of the adaptation of international
development and basis on domestic own conditions.

This unity lies in that, the revision of a patent law shall consider the trend of

development of international patent rules, learn from the successful experiences

of other countries, andt ake advantage of Chonspsa 6 s

that the revised patent law adapts to the Chinese stage of development and
practical needs.

With the development of new technologies and economic globalization, the
coordination of the international patent system has a new trend, of which
Chinese patent legislation should take into account. In fact, the Chinese Patent
Law from the initial formulation to each amendment, without exception, adapts
to trends in international development as an important principle to carry out. It
is not only the needs that China's patent system shall be into a fimelting poto of
the international patent system, but also the needs that China, as a responsible
big country, fulfills her international obligations. At the same time, it is a
fundamental principle for China to deal with all things based on her concrete
environment, and there is no exception with the amendment to the Patent Law.

The third principal is the unity of the maintenance of the stability of law and
enhancement of the legal adaptation.
This unification reflects in that the basic characteristics and the overall

framework of the existing patent system remains unchanged, so as to maintain
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the continuity and stability of patent law. At the same time, some provisions
shall be added, deleted or altered, so that the revised patent law could be in

response to practical needs.

C. Characteristics of the Amendment
The revised Patent Law is quite involved in many aspects, but its overall
style is based on the summary of the legal system of China's patent work
experience: to more fully protect and develop the legitimate rights and interests
of Chi nads bptaat henme ind dbroatl, dnd to take into account the
balance of social interests, promote the function and role of patent system to
function better in China.

From the eye of specific amendments, this amendment pays special
attention to the role to enhance the capability of independent innovation of China,
as well as the strengthening of patent protection based on the safeguarding of the
public interest. After the adoption of the 2009 Patent Law, the public opinion
generally believes that encouraging innovation and strengthening the protection
of patent rights are the main themes of the revised Patent Law, from the
beginning to the end. Therefore, it can also be regarded as the main features of

the third amendment to the Patent Law.

UPGRADING THE GENERAL PRINCIPLES OF THE PATENT LAW

A. The Aim of the Patent Law

17



In China, all the laws have an article regarding the aim thereof. The Patent
Law is no exception. Legislative purpose of patent law is the essence of patent
law, and is also the soul and the fundamental guiding principles. Therefore, the
article regarding legislative purpose occupies an important position in the patent
law. The revision of the legislative purpose reflects the corresponding change
of the function and position of a patent law.

Article 1 of the 2000 Patent Law p r o v i d &lsis Lawhisaehacted to
protect patent rights for invention-creations, to encourage invention-creations, to
foster the spreading and application of inventions-creations, and to promote the
development of science and technology, for meeting the needs of the
construction of s @oinparedi wattt the wooraspendimyi z at i on. o
provision of the 1992 Patent Law, it mainly focuses on the important meaning of
science and technology innovation, which makes finnovationd gain an
unprecedented position in China& patent legislation for the first time. The
amendments to Patent Law, further enhances the significance and mission of
promoting innovation. Article 1 of the 2009 Patent Law provides that AThis
Law is enacted to protect legitimate rights of patent owners, to encourage

inventions-creations, to propel the utilization of inventions-creations, to enhance

1% This Article is based on the revision of Article 1 of the 1992 Patent Law, which provides
t h a fhis ldw[istformulated in order to protect patent rights for inventions, encourage inventions
and facilitate their popularization and application, promote the development of science and
technology and meet t he Ehindss Patentf Laws1892, iAd. I1,i s t moder ni
available at http://www.novexcn.com/patent_law_92.html [hereinafter Chinese Patent Law
1992].

18



the capability of innovation, and to promote the advancement of science and
technology and the development of economy and society.0 Compared with the
corresponding provision of the 2000 Patent Law, it mainly emphasizes the
i mpor t aemhane inro\Vatiorficapabilityo, and at the same time, fto foster
the spreading and application of inventions-creationso is amended as fto propel
the utilization of inventions-creationsd which strengthens the function and role
of the Patent Law in promoting the application of inventions-creations, matching
fto enhance the capability of innovationo. *’ It should be said that this change
has a profound practical significance of the causes and forward-looking: China
has put the improvement of her own ability to innovate, building an
innovation-oriented country as a national policy and strategic initiatives, and
meanwhile, in the area of technological innovation and independent innovation
as well, compared with Western developed countries, China (especially
enterprises) has a great gap.

In the article regarding legislative purpose of the amendments to the Patent

7 Article 1 of the Draft Amendmentr e ad s : AiThis Law is enacted to pr

inventions-creations, to encourage invention-creations, to foster the spreading and application of

inventions-creations, and to promote the development of science and technology and of

economics and society, for meeting the needs of the socialist modernization and construction of

an innovation-oriented country. &ee SIPO Document, supra note 7, at 3. Compare Patent Law

(promulgated by the Standing Comm. Nat'l People's Cong., Mar. 12, 1984, adopted Dec. 27, 2008)

(P.R.C.), Art. 1 (hereinafter Chinese Patent Law of 2009) (amending the language by adding

Afenhance the ctapoanbiol iatnyd odfe |ientnionvganstiuttion ofmere et t he need
innovation-oriented country. 0 ) T h e r eaaisnovationiorgentetl doumttyd  afpslitical

term in Chinese society, and it is inappropriate to provide as a legal term in the article regarding

the purpose of patent legislation.
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Law,t he addition of the n&owhthaniothenswnnovati on
historical period of building an innovative country in the grand blueprint, patent
legislation has a very important role on the promotion of innovation and building
an innovation-oriented country. It is of great significance for patent legislation
to promote technological innovation, enhance the capability of independent
innovation, and the improvement of technological innovation and capacity of
independent innovation is the top priority in the construction of an
innovation-oriented country. Hence, the addition of the said content will put
forward the Patent Law to better exert the function and role to promote the
progress and innovation of science and technology, making the Patent Law serve
as an important safeguard in the realization of the grand goal of becoming an
innovation-oriented country. Thus, in China, the significance of this change is
far-reaching.

In addition, where the last two amendments to the Patent Law of China
bothhaveahi ghl i g ht oirfthe firticla nagarding lkegislativedurpose,
and give the patent law the mission of the promotion of innovation, especially
the 2009 Patent Law stresses to fienhance capability of innovation, ds closely
related to that technological innovation is extremely important to the strategic
restructuring of China's economy, the Patent Law is of great significance in the
promotion of technological innovation, and the situation of technological
innovation at present in China is not optimistic. Take the serious problems that

China& enterprises exist in the area of technological innovation, for example,.
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In recent years, SASAC of the State Council has conducted a survey on the issue
of intellectual property rights of 2716 enterprises. In 2005, only 3/10,000 of
Chinese enterprises is with independent intellectual property rights owned core
technology, external technology dependence up to 50%, high technical products
more than 80% dependent on imports. In technology transfer, and intellectual
property rights applications, the questionnaire shows that since 2000, the
implementation rate of 30% in the investigated enterprises accounted for 52.4%,
and 82% of the enterprises did not have patent license activities, 79.2% of
enterprises did not have know-how license activities, 88.5% of enterprises did
not have trademark license activities.'®

Also, according to the data listed by Deputy Minister of National Ministry of
Science and Technology, Jinpei Cheng, Academician of Chinese Academy of
Sciences, Chi nadés annual i n v % af impoetsifrom abroed. e qu i p ment
Especially in the field of high-end equipment, optical fiber manufacturing
equipment is imported 100% from aboard, while integrated circuit is 85%, and
petro-chemical equipment, 80%."° If Chinese enterprises do not strengthen

technology innovation,i t woul d be difficult fo avoid #

18 See XIAOQING FENG, STRATEGY OF INTELLECTUAL PROPERTY FOR ENTERPRISES 131 (2008)
(source title translated from original Chinese language source, on file with author).

¥ 1d.

2 Technology black hole means that, due to technical research and development
capabilities lagged behind, developing countries have to imports a lot of technology and
equipment, especially key technology and equipment from the developed countries, resulting in

long-term dependence on the developed countries.
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phenomenon. It can be seen from this that technological innovation in Chinese
enterprises has great room for development.

The Chinese government is increasingly recognizing that technological
innovation poses especially important status and role in the realization of the
grand blueprint of an innovation-oriented country. Technological innovation is
the engine of economic growth, the source of Chi nads ScC
technological progress, economic development, and is the competing chips and
an inexhaustible motive force of development for enterprises.”> To promote
Chinabs t echnol ogherelfit an engineeoing aystemoand patent
law has a unique function and role in this respect. A patent is the result of
technological innovation, and is the external legal feature of a technological
achievement. Through painstaking research and development, timely
introduction of new products to market with low-cost, high-quality,
high-performance market, the entity of technological innovation can quickly
occupy market and access to excess profits. In other words, the main technical
advantages can be quickly translated into competitive advantage of products and
market advantage. However, these advantages are obtained mainly through the
formation of patent protection. Where there is no patent protection, the
advantages of the outcome of technological innovation may be lost very quickly,
due to the corporate mismanagement, as well as technical limitations of trade

secret protection and other reasons. Therefore, the provisions in the legislative

2l FENG, supra note 18, at 130.
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purpose of highlighting the enhancement of innovation capability in the amended

Patent Law, are a matter of course.

B. The Definition of Objects Protected by the Patent Law

The objects protected by the patent law are the inventions-creations
protected in the form of patents in accordance with the law and the disclosed
technologies that should be granted patent and registered in the patent documents
according to law. The laws in different countries have different provisions on
the objects protected by patent. In most countries, patent law only protects
inventions, and patent almost equals invention. The word fpatento in Paris
Convention for the Protection of Industrial Property (Hereinafter Paris
Convention) can be interpreted in such a way. %* In a few countries such as
Japan, German, and others, in addition to inventions, utility models and designs
can be granted patent, and they are not protected by a uniform patent law, but by
a special legislation of utility models and designs. In the Patent Law of the
United States, inventions comprises utility models.

In a word, all the countries that carry out a patent system mainly aim
protection at i nvent i ons. Mo s t countriesd patent
models and designs, but it is the protected form of industrial property like

invention patent. %

22 Pparis Convention for the Protection of Industrial Property, Mar. 20, 1883, revised at Stockholm
July 14, 1967, 21 U.S.T. 1583, 828 U.N.T.S. 305 [hereinafter Paris Convention], Art. 4.

2 XIAOQING FENG & LIHUA YANG, INTELLECTUAL PROPERTY LAW 168 (2008) (source title
translated from original Chinese language source, on file with author).
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In China, the objects protected by patent include inventions, utility models
and designs. However, such important problems as the definition of inventions,
utility models and designs had not been clarified by all the editions before the
2009 Patent Law, but were specified by the Implementing Regulations of the

Patent Law?*

at the lower level. The situation has been changed in this
amendment to the Patent Law.

Three paragraphs are added to Article 2 of the 2000 Patent Law as the
second, the third and the fourth paragraph of Article 2 of the 2009 Patent Law
Al nventi ondo means any new technical
improvement thereof; fiut i | ity model 6 means any
to the shape, structure, or their combination, of a product, which is fit for
practical use,; Afdesignodo means any

combination and the combination of color and shape or pattern, of a product,

which creates an aesthetic feeling and is fit for industrial application.

% See Implementing Regulations of the Patent Law (promulgated by the Standing Comm.
Nat 6l Peopl ebs Co active July 7, 20018 (P.R.G), Art.220 &/dilable a¢ f f
http://www.sipo.gov.cn/sipo_English/laws/  [hereinafter Implementing Regulations 2001] (In
China, Implementing Regulations of the Patent Law is the statute promulgated by the State
Council, not the law promulgated by the Standing Committee of the NPC. The legislation level of
the State Council is lower than the latter. In accordance with the legislative principle, the basic
issues in a certain field of common law need to be stipulated in the law, while the detailed issues
involved in common law can be made clear in the form of implementing regulations or
ordinances promulgated by the State Council. This is true not only in the legislative mode of
intellectual property field, but also in that of other field. However, in the past, the basic issues
such as the meaning of inventions, utility models, and designs, had not been stipulated in the
common law when the Patent Law was enacted. This time the change in the 2009 Patent Law
helps people to strengthen their understanding of the connotation of inventions, utility models,
and designs.).
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C. Regulation on Double Patenting
Double patenting prohibition is a general order in patent legislation of every
country. In order to prevent the phenomenon of double patenting, Article 9 of the
2000 Patent Law provides that i Wher e t wo or more applicants

for patent for the identical invention- creation, the patent right shall be granted to

the applicant whos e apAgidlei 18 aft theo2800 wa s filec
Implementing Regulations of the Patent Law provides that i For any i denti ca
invention-c r eat i on, only one p at éesgite thisi g ht shal

provision, because China& patent law protects invention patent and utility model
patent, it is difficult to avoid double patenting in the practice of patent
application and approval. How to regulate double patenting by legislation has
always been a topic discussed by intellectual property circle of China.  Atrticle 9,

of the 2009 Patent Law provides that:

For any identical invention-creation, only one patent shall be
granted. However, where the same applicant applied for both
patent for utility model and patent for invention for the identical
invention-creation on the same day, the previously granted patent
for utility model has not expired, and the applicant declares to
abandon the patent for utility model, then the patent for invention
may be granted.?®

The significance of the provision is to avoid double patenting. The so-called
double patenting, can be understood as the situation in which two or more than
two inventions-creations are applied for patent separately and are granted patents

as their main technical characteristic components to be applied for protection are

% Chinese Patent Law 2009, Art. 9 (adding a paragraph to Article 9 of the 2000 Patent Law.)
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the same or i1identical t e ¢ h oublecpatdntings ol ut i on.

means that the same invention or creation is granted two or more than two

patents simult an e’ Dsubleypatenting pohibition eears i vel vy.

to prevent the identical inventions-creations?’ from being granted several
patents the aim of which is to prevent conflict between rights.?
Double patenting is a realistic problem existing in the enforcement of

Chinads % aHow to prevehtalauhle patenting can be solved in many

% See Yongshun Cheng, The Patent Granted Repeatedly Should Be Declared Invalid)
available at http://mww.wtolaw.gov.cn (source title translated from original Chinese language
source).

T According to the provision of Section 6.1, Chapter 3, Part 2 of the Review Guidelines
compiled by the SIPO (2006 edition), the same invention-creation refers to two same
inventions-creations  applying for  protection, Principles to Judge, available at
http://www.sipo.gov.cn/sipo/zlsc/sczn/pdf/2.3.pdf (source title translated from original Chinese
language source). In judging them, the contents of the right claims of the two invention or
utility model patents should be compared. Besides, according to the provision of Article 3 of the
Solution Draft of the Supreme Peopl e’'s
Infringement Cases (Jul. 9, 2003), the same invention-creation means the invention-creation two
patentsd apply for or two patentsodé cl ai
or utility model, and the same design. LEGAL AFFAIRS DEPARTMENT, THE SIPO, SPECIAL TOPIC OF
RESEARCH REPORT FOR PATENT LAW AND IMPLEMENTING REGULATIONS OF THE PATENT LAW FOR
THE THIRD AMENDMENT, 10 (2006) (source title translated from original Chinese language source,
on file with author). On October 27 of the same year, Article 50 of the Provisions of the
Supreme People’s Court on Handling Sontat
the same invention or utility model means the technical solution the right claim protects is the
same. If the contents of the description are the same, but the technical solutions their right claims
ask for protection are different, they do not belong to the same invention or utility model. See
LEGAL AFFAIRS DEPARTMENT, THE SIPO, at 10.

% n reality, since invention and utility both protect technical solutions, only utility model
and invention among the three kinds of patents are likely to be granted patent repeatedly. Design
is the design solution to protect the product with an aesthetic feeling and is quite different from
the technical solutions invention or utility model protects, therefore it is unlikely to constitute
repeated grant between design and invention or utility model. See THE PRB OF THE SIPO: THE
EXISTENT TECHNOLOGY AND NOVELTY 428 (2006) (source title translated from original Chinese

language source, on file with author).
®|'n recent years, a good case i n SeelEcaL
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ways, but legislative provision is of decisive significance. In order to avoid
double patenting, the patent |l aw
inventionicr eati on can onl i Bubthis pgncigeraione i
insufficient to solve the problem of double patenting, and it is necessary to
clarify the connotation of prohibition of double patenting. That the same
invention-creation can only be granted a patent, can be interpreted as: the same
invention-creation is forbidden to be granted two or more than two patent rights,
including more than two effective patent rights based on the same
invention-creation are forbidden to exist in the meantime. But now the problem
is, two effective patents based on the same invention-creation exist successively,
should the patent law forbid it? The Patent Law before the third amendment
stipulates that ficonflict a p p | i dsartlyilimitedto the patent application by
ot her s, but not to the patenteebo
person to be granted invention or utility model patent repeatedly based on the
same invention-creation in the practice of examination. The 2009 Patent Law
made up the above-mentioned blemish. It makes the same applicant possible to
apply for utility model patent or invention patent on the same day based on the

same invention-creation, and avoid the phenomenon of double patenting.

AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 11, 12; Zheng Wei, Application of Double
Patenting Prohibition Doctrine From the Perspective of Shu Xuezhang Case, 49 CHINA PAT. &
TRADEMARKS 96 (2009) (source title translated from original Chinese language source, on file
with author).

% From the above-mentioned introduction, this principle was originally provided in the
Implementing Regulations of the Patent Law which is at a lower level of legislation.
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D. Application, Examination and Approval concerning Foreign-related
Patents
1. The Problem of Chinese Entitiesor In d i v i Absigamensof the Right for
Patent Application or of Patent Rights to Foreign Individuals, Enterprises or
Other Organizations
Article 10, paragraph one of the 2000 Patent Law provides that fiThe right

to apply for a patent and the patent right may be assigned.0 Paragraph two
provides that fAny assignment, by a Chinese entity or individual, of the right to
apply for a patent, or of the patent right, to a foreigner must be approved by the
competent department concerned of the State Council.0** Paragraph three
provides that fiWhere the right to apply for a patent or the patent right is assigned,
the parties must conclude a written contract and should register it with the Patent
Administrative Department Under the State Council. The patent administrative
organ shall announce the registration. The assignment will come into force
upon the date of registration.0 The 2009 Patent Law amends the said Article 10,
paragraph two as: fiAny assignment of the patent application right or the patent

right by a Chinese entity or individual to a foreigner, a foreign enterprise or any

31 Chinese Patent Law 2000, Art. 10.
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other foreign organization shall follow the procedure as provided by the relevant

=]
—

laws and administrative regulations.’> Thi s amendment makes it
to be approved by the administrative department concerned under the State
Co unc i la&hinesdeatity or individual assigns its or his right to apply for
patent or patent right, and it will do if
by t he relevant | aws and administrative
obviously makes it more convenient for Chinese entities or individuals to assign
rights to apply for patent or patent right to foreigners, foreign entities or other
foreign organizations, and helps to boost the trade of patented technology
between China and foreign countries.
Prior to the 2009 Patent Law the reason why the patent law provides that
Chinese entity or individual shall get the approval from the administrative
authority under the State Council before it or he assigns its or his right to apply
for patent or patent right to foreigners is that when Chinese entity or individual
does so, it possibly relates to the invention-creation which is of vital significance
to the development of the national science, technology and economy, and it is
not suitable for Chinese entity or individual to assign its or his right to apply for
patent or patent right to foreigners,. Otherwise it will damage China& benefits
in economy, science and technology. However, considering this situation is not

very common after all, and in order to make it convenient to develop patented

% Here Chinese entity includes various kinds of enterprises. The 2009 Patent Law enlarges
the original Af or ei gn er oOtelets mdividwaly, foreign enterpricedri vi dual (i n¢
other foreign organization.
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technology trade between Chinese entity or individual and foreigners, foreign
entities, or other foreign organizations, the 2009 Patent Law makes the said

provisions.

2 Cancellation of the Designation of the Foreign Affairs-related Patent Agency

Article 19, paragraph one of the 2000 Patent Law provides that fiWhere any
foreigner, foreign enterprise or other foreign organization having no habitual
residence or business office in China applies for a patent, or has other patent
matters to attend to, in China, it or he shall appoint a patent agency designated by
the Patent Administration Department Under the State Council to act as his or its
a g e 1 t Par@graph one thereof provides that i Wher e any Chinese
individual applies for a patent or has other patent matters to attend to in the
country, it or he may appoint alhepat ent
2009 Patent Law amends the above Article 19, paragraph one as: i Wher e any
foreigner, foreign enterprise or other foreign organization having no habitual
residence or business office in China applies for a patent, or has other patent
matters to attend to, in China, it or he shall appoint a patent agency legally
instituted t o acltameadsthe Abovs Artiole 19, pataggapha ge nt .

two as: AWhere any Chinese entity or individual applies for a patent or has other

% Here a patent agency designated by the Patent Administration Department Under the
State Council refers to a foreign affairs-related patent agency.
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patent matters to attend to in the country, it or he may appoint a patent agency
legally instituted to act as its or his agent.5*

Obviously, the 2009 Patent Law cancels the provision that foreigners,
foreign enterprises or other organizations shall appoint the patent agency
designated to apply for patent and deal with other patent affairs in China. As a
substitute of this provision, the foreigners shall appoint the patent agency
established according to law to deal with patent affairs, which actually enlarges
the business scope of China® patent agency to deal with patent affairs, that is,
China& legal patent agencies are allowed to deal with foreign patent affairs. This
amendment is based on the status quo of the patent agencies in China. Since the
history of Chinese patent system is not long, in the past there were few patent
agencies with the capability to engage in the foreign affairs in China, and the
state brought the patent agencies6business of engaging in foreign affairs under
strict control. Only with special approval can the patent agencies obtain the
qualification to engage in foreign-related patent business. But now the situation
has changed greatly. With the development of the patent system in China, the
ability of the patent agencies to act as agents has been greatly enhanced, and
many patent agencies have had the ability to deal with foreign patent affairs.
Under this circumstance, it is unreasonable to limit the patent agencies dealing
with foreign patent affairs to the very few foreign-related patent agencies

approved before.

3 See Chinese Patent Law 2009, Art. 19.
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This amendment will greatly increase the opportunities for the foreigners,
foreign enterprises, or other foreign organizations without habitual residences or
business offices in China to choose patent agencies to apply for and deal with

other patent affairs, and thus make the arrangement of foreign-related patent

affairs more convenient. F uportanhreler mor e, t hi

is to facilitate the fair competition between the Chinese patent agencies, to
prevent very few patent agencies from monopolizing foreign-related patent

affairs, and to help improve the quality of patent agent business as a whole. *°

3. Cancellation of the Provision That where An Entity or Individual Files An
Application for Patent in A Foreign Country for An Invention or Utility Model
Completed in China, It or He Shall Apply for Patent in China and Shall Appoint

A Chinese Patent Agency to Act as Its or His Agent

Article 20, paragraph one of the 2000 Patent Lawp r ovi des t hat

Chinese entity or individual intends to file an application in a foreign country for
a patent for its or his domestic invention-creation, it or he shall file first an

application for patent with the Patent Administrative Department Under the State

% Compared to the Chinese Patent Law of 2000, the 2009 Patent Law adds the limited
condition that the patent agency shall be founded according to law, which helps to purify the
patent agency market and to prevent black market activity from occurring. Chinese Patent Law
2009, Art. 19, para. 2. For instance, it was reported that some patent agencies which had no legal
qualifications to act in that capacity engaged in patent agency and were investigated and
punished for such activity. See Qizhi Gu, Wei Li & Shufang Zhang, Authorities of Patent, Trade
and Industry Work togetherto Curb —B | a ¢ k  ahdyGuamgrondlls Cracking down on lllegal
Agency,, Intellectual Property Daily of China, Oct. 31, 2008 (source title translated from original
Chinese language source, on file with author).
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Council and, shall appoint a patent agency designated by the said department to
act as its or his agent, and shall abide by the prescriptions of Article 4 in this
Law.0 In the 2009 Patent Law, the above-mentioned Article 20, paragraph one
isamendedas iWher e an entity or i ndforaign
country for an invention or utility model completed in China, it or he shall apply
for a prior secrecy examination by the Patent Administration Department Under
the State Council. The procedure and period of the secrecy examination shall
be in accordance with the provisions of the State Counci.0 At t he s
paragraph is added as the fourth OWhere a patent for an invention or utility
model has been filed in a foreign country in violation of paragraph one of this
Article, and a patent right is applied for the invention or utility model in China, it
shall not be granted.o™®

The above-mentioned provision of the 2009 Patent Law relates to the
following change: Firstly, where an entity or individual files an application for
patent in a foreign country for an invention-creation completed in China, it or he
is not required to apply for prior patent with the Patent Administrative
Department Under the State Council. Instead, it or he shall apply for a prior
secrecy examination by the Patent Administrative Department Under the State
Council.  Additionally, the subjects who complete invention-creations are
extended from AChinese entity or individualo to fany entity or individual.o

Secondly, where an entity or individual files an application for patent in a foreign

% Chinese Patent Law 2009, Art. 20.
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country for an invention or utility model completed in China, it or he is not
required to appoint a Chinese patent agency to act as its or his agent. The two
changes have their special reasons.

As far as the first change is concerned, China mainly draws upon the
experience of the United States and Germany, and considers the situation that in
the past, some A Chi nese entityo established in Chi
Chinese-foreign joint ventures, foreign-owned enterprises, and research and
development institutions, among other examples, for the sake of maximization of
their own benefits, evading the provision of Article 10 of the 2000 Patent Law
concerning the assignment of patents to foreigners and Article 20 of the same
law concerning the application for prior patent in China. The concrete practices
are, some foreign parent companies, before the invention-creations have not been
finished or begun, in the name or under the disguise of cooperation or
entrustment out of the concern of their interests, delivers the rights to apply for
patent arising from the invention-creations finished by their sub-companies to
themselves. Once the invention-creations have been finished, the parent
companies apply for patents in the name of themselves. In order to avoid the
phenomenon, Article 4, paragraph two of the Draft Amendment provides that
where any entity or individual files an application in a foreign country for a
patent for invention-creation completed in China, it or he shall get approval from

the Patent Administration Department Undert he St at e Council . 0o Fu
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Article 76 thereof provides the legal responsibility of violating this clause.®
However, in the final amendment (the 2009 Patent Law),thec o n d i t i getn
the approval from the Patent Administrative Department Under the State
Councilo is not adopted. Instead, the condition is changed to fishall apply for a
prior secrecy examination by the Patent Administrative Department Under the
State Council. 0 That i1s to say, any ent.i
foreigners, can file an application in a foreign country for an invention or utility
model completed in China, after it or him has fulfilled the procedure of applying
for a secrecy examination and approval. This amendment reflects the change in
the approach toward patent application in the Patent Law of China: namely, to
create loose environment and conditions for patent application in foreign
countries.

As far as Chinese entity or individual is concerned, compared with
developed countries, the amount of patent applications in foreign countries by

entities and individuals is still small.*® However, with the development of the

% SeeDr aft Amendment, Art. 76 (flany entity
or his invention-creation completed in China without the approval from the Patent Administration
Department Under the State Council shall not be granted the patent right for its or his application
for patent for the said invention-c r eat i on in China. 0) .

% The statistic figure shows that more than half of inventions of China are applied by
foreigners, and the amount of Chinese inventions is small. The amount of patents applied by
China in foreign countries is even smaller, only occupying 0.2% of that of the United States,
0.1% of that of Europe. The patent law should provide convenient environment for the Chinese
entity or individual to apply for patent and mobilize their enthusiasm to apply for patent in
foreign countries. See Baoshan,Zhang, Revision of The Patent Law: Encourage Application for
Patent in Foreign Countries, Peopl eds Co rctg25e2808, at 48 (soud titler a ,
translated from original Chinese language source, on file with author).
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economic globalization and China® access to the WTO, it is very necessary for
Chinese enterprises to go to the international market. And this makes it very
necessary to implement the strategy of international patent application for
Chinese enterprises. This objectively demands that the patent legislation of China
provide convenience for Chinese entities and individuals to apply for patents in
foreign countries. Of course, in order to prevent the invention-creations
completed in China that have vital effects on the development of China® science
and technology and her economic security from dropping out of China to foreign
countries, a provision was added in the 2009 Patent Law that requires application
for prior secrecy examination by the Patent Administrative Department Under
the State Council. If the applicant violates this provision and applies for patent
for inventions or utility models in a foreign country, it or him shall not be granted
patent rights when it or the person applies for patent in China. This helps to
avoid the important invention-creations, completed in China by either a Chinese
entity or person or a foreign entity or person and with vital effects on the
development of China& science and technology and her economic security, to
run off to foreign countries, and helps to safeguard the state interests of China.
As for the second change related to the time when an applicant applies for
patent in a foreign country for the invention-creations completed in China, it or
the person is not required to appoint Chinese patent agency to deal with the
patent. Many countries or regionsdpatent laws, in general, require foreigners to

appoint domestic patent agency to act as an agent when they apply for patent in
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their countries or regions. According to the provision of the 2000 Patent Law,
when applying for patent in a foreign country for the invention-creation
completed in China, the applicant shall appoint the patent agency designated by
the Patent Administrative Department Under the State Council to act as an agent,
which objectively leads to the problem of double agents domestic and abroad.
Although there are still some enterprises, institutions or individuals that need to
appoint domestic patent agency to act as an agent when they apply for patent in a
foreign country for the invention-creation completed in China, those enterprises
and institutions which are familiar with foreign patent affairs do not need to
appoint domestic patent agency to act as an agent. Considering this situation, the
2009 Patent Law cancelled the provision of compulsory agency. It helps the
entity or individual that completes the invention-creations in China to decide
independently on its or his own situation whether to choose domestic patent

agency to apply for patent in a foreign country:.

E. The Amendment of the Scope of Designated Licensing

Article 14, paragraph one of the 2000 Patent Law provides that

Where any patent for invention, belonging to any state-owned enterprise
or institution, is of great significance to the interest of the State or to the
public interest, the competent departments concerned under the State

Counci |l and t he peopl ebds governments

regions or municipalities directly under the Central Government may,
after approval by the State Council, decide that the patented invention
be promoted for application within the approved limits, and allow
designated entities to exploit that invention. The exploiting entity shall,
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according to the regulations of the State, pay a fee for exploitation to the
patentee.*

Article 14, paragraph two provides that

AAny patent for invention belonging

under collective ownership, which is of great significance to the interest
of the State or to the public interest and is in need of spreading and
application, may be treated alike by making reference to the provisions
of the preceding paragraph.*

The 2009 Patent Law cancelled the said paragraph two.*!

The said provision of Article 14 of the 2000 Patent Law is referred to as
designated license, and it is a provision with Chinese characteristics in the patent
legislation. Generally speaking, patent right, as an exclusive right protected by
law, has the nature of monopolization. Without the license of the patentee,
nobody may exploit it. Nevertheless, patent right is not a kind of absolute right,
since it is limited under certain circumstances. The designated license here is a
limited form of patent rights. The reason for its existence is that some important
inventions not only relate to the benefits of the patentee, but also relate to the
state interests or the public interests. If following the common mode of
exploiting the patent of another person, the exploiting entity shall negotiate with
the patentee and exploit the patent only after the conclusion of license contract.
As for the invention patents with great value, this does no good to enhance and
enabl e t tapid digseaninatiam.tHsenée, the patent law of China, though
amended three times since it was promulgated in 1984, has always retained the

system for the administrative popularization of the invention-creations with great

3 Chinese Patent Law 2000, Art. 14.
40
Id.

1 Chinese Patent Law 2009, Art. 14.
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value.

Of course, since patent right is a kind of private right after all, to protect
private law is the main purpose of the patent law. The patent law should be strict
in controlling the scope and conditions of designated license to avoid damaging
the interests of the patentee. According to the 2009 Patent Law, designated
license is limited to the invention patent owned by state-owned enterprises and
institutions with great significance to the state interests or the public interest. It
excludes the invention patent owned by the collective-owned enterprises or
individuals, thereby greatly reducing the scope of the application of designated

license.*®

*2 Prior to the 2000 Patent Law, the system, in theory, was referredtoas t he fApl anned
systemo, which is connected with the planned

That is to say, China has carried out planned economy system for a long time since the
establishment of the P.R.C in 1949. In such economic mode, as compared with market economy
system, administrative authority has great power to decide economic and social affairs. And in
the area of the exploitation of patent, for a invention which is of great significance to the interest
of the State or to the public interest, the related administrative authority is granted the power to
decide that the patented invention be promoted for application within the approved limits, and
allow designated entities to exploit that invention. With the establishment of socialist market
economic system in China, the scope of the said planned license system shall be greatly reduced.
This is the deep reason why the 2009 Patent Law makes the above amendment.

* In the 1985 Patent Law, designated license mainly relates to the subject of patent
rights----the state-owned entity. In the 2000 Patent Law, it is replaced by the state-owned
enterprises or institutions. This revision has something to do with the reform of the Chinese
enterprise system. With the reform of the Chinese modern enterprise system, some entities are no
longer pure state-owned ones and they are called the entities controlled by state-owned capital,
because the state-controlled capital has the controlling ability in the capital structure of the
entities. The state can promote the spread and application of the patent rights of the entities
controlled by state-owned capital. In addition, the subject of patent rights whether in the past

planned license or in the present designated license, does not include foreign enterprises or
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F.  Co-ownership of Right of Patent Application and Patent Right

The right for patent application and the patent right are exclusive rights in
the nature of property rights, and they may be co-owned by two or more than two
entities or persons. In principle, the issue of co-ownership can be dealt with
according to the general provisions of General Principles of the Civil Law of
China (thereinafter GPCL) on the co-ownership of property. * However, the
right of patent application and the patent right are two kinds of intangible
property rights, and it is very difficult for the common rules on the co-ownership
of general property to solve the disputes arising from the right of patent
application and patent right in the practice. Therefore, it is necessary to make a
special provision on this issue in the patent law.

Article 15, paragraph one of the 2009 Patent Law states:

Where co-owners of right of patent application or a patent right have
agreed upon how to implement the right, such agreement shall be in

individuals, Chinese private enterprises or other joint ventures. So it is unnecessary to fear that
the provisions of this kind will possibly damage the controlling over the patent rights obtained in
China by foreign patentees. See THE LEGAL DEPARTMENT OF THE SIPO: DETAILED EXPLANATION
OF THE NEw PATENT LAw 101 (2001) (source title translated from original Chinese language
source, on file with author).

“Article 78, paragraph one of Propbrtg magiRCL of the P

ownedj ointly by two or mo rPea r caigtriazpehn st warherplr eogrd Id e e rt sha
shall be two kinds of joint ownership, namely co-ownership by shares and common ownership.
Each of the co-owners by shares shall enjoy the rights and assume the obligations respecting the
joint property in proportion to his share. Each of the common owners shall enjoy the rights and
assume the obligations respecting the joint property. Each co-owner by shares shall have the right
to withdraw his own share of the joint property or transfer its ownership. However, when he
offers to sell his share, the other co-owners shall have a right of preemption if all other conditions
are equal.o
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accordance with. Otherwise, any co-owner may implement the patent
alone or grant others a non-exclusive license to implement the patent.
Where others are licensed to implement the patent, the royalties fee
received shall be allocated among all co-owners.o

Paragraph two t loeapteasopfovidedabove in theepsecedingy a t

paragraph, exercise of any co-owned patent application right or patent right shall
obtainallco-owner sd ®consent . o

The provision of Article 15 of the 2009 Patent Law on the right of patent
application and the exercise of rights by patent co-owners contains the empty
space in the existing law of China where there are no provisions concerning the
exercise of co-owned patent rights. Law regarding the exercise of co-owned
patents rights would be propitious to safeguard the legal rights of co-owners, and
to promote the exploitation of co-owned patents, and would be beneficial in
realizing the double value targets of fully protecting the exclusive rights of the
right owners as well as to promoting the spread and application of patented
technology.

In reality, co-owned patent is a common phenomenon. For lack of applicable
legal provisions in patent law, the parties have no choice but to invoke the general
rules and principles of civil law on co-ownership to deal with it. However, as
mentioned above, the co-ownership of right of patent application or patent right,
has its own characteristics compared with the co-ownership in the sense of general
civil law. Particularly with the respect of exploitation of rights, we cannot make

simple analogy between them. Therefore, it is necessary to regulate patent

5 Chinese Patent Law 2009, Art. 15.
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co-ownership according to its characteristics. The provisions of the 2009 Patent
Law poses the following methodologies: The first is the priority of the co-owners
intention, namely, if the co-owners have concluded a contract concerning the
exercise of rights, the contract shall be followed. This provision is useful for
co-owners to negotiate the solutions to the problem of the exercise of rights. The
second is to clarify the scope of and the limits on co-owners exercise of rights
when they have no contracts. The co-owners can exploit separately or permit
others to exploit the patent in the form of common license, excluding permitting
others to exploit the patent exclusively. This ensures that each of the co-owners
can enjoy the right to exploit the patent freely, propitious to the spread and
application of patented technology. It also avoids the disputes possibly arising
between the co-owners, because license is limited to common license which other
co-owners can also exploit or permit others to exploit the patented technology. In
addition to the said situation allowing for varying exploitation, the exercise of the
co-ownership rights shall get the consent of all co-owners, which helps to avoid
the acts of some of the co-owners damaging the legal rights of other co-owners in
exercising their rights. The third is to establish the principle of shared income.
That is, the royalties obtained from permitting others to exploit the patent shall be
distributed among the co-owners. This helps to ensure the benefits of all the
co-owners, and prevent the co-owners who take the advantage in exercising the

co-owned rights from monopolizing the benefits of co-owned patent. 46

¢ Of course, the said provision is still worth improving. It does not consider that the
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G. The Responsibility of the Patent Administrative Department

In the patent law of China, and even in the legislation of intellectual
property as a whole, the administrative authority for intellectual property is
endowed with corresponding power. *’ Handling the disputes over intellectual
property including patent rights with administrative procedures is an important
feature of the Chinese system for intellectual property. As for the patent law, the
patent administrative department not only handles the patent disputes, but also
has the function of managing the patent. For example, both Article 3 of 2000 and
2009 Patent Law p r o v i dTde PatentaAdminiStrative Department Under the
State Council is responsible for the patent work nationwide, receives and
examines patent applications and grants patent rights for inventions-creations
that conform to the provisions of t h i s At dhev same time, the Patent
Administrative Department of the State Council is also responsible for patent
application and examination and approval. Article 21 of the 2000 Patent Law

provides that:

The Patent Administrative Department Under the State Council and
the Patent Reexamination Board subordinated to it shall handle
patent applications and requests concerned according to law and in
the spirit of objectiveness, justice, precision and punctuality. Until
the publication or announcement of the application for a patent, staff
members of the Patent Administrative Department and other
personnel involved have the duty to keep its content confidential. *®

co-owner may, with justified reasons, prevent any other co-owner from exploiting the patent by
himself to safeguard the interests of other co-owners.

*See Part VII (C) of this article and accompanying text.

“® Chinese Patent Law 2000, Art. 21. It is noticeable that Article 3 of the Draft Amendment
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Based on these provisions, 2009 amendments add a paragraph in Article 21,
stating: fiThe Patent Administrative Department Under the State Council shall
release the patent related information completely, accurately, and timely, and

publish Patent Gazette periodically.6*

It should be noted that, this revision is a response to Article 12 of the Paris
Convention, which provides that, each country of the Union undertakes to
establish a special industrial property service, and a central office for the
communication regarding of patents, utility models, industrial designs, and
trademarks to the public. This service shall publish an official regular periodical
journal containing the following: (a) the names of the proprietors of patents
granted, with a brief designation of the inventions patented; (b) the reproductions

of registered trademarks.

The amendment is also the emphasizes of the
function of the Patent Administrative Department to spread the patent
information to the public. It is of great significance to regulate the Patent
Admi ni str at i Yuectiol) espoasbitityremdnobligasion, in order to

strengthen its guidance and management. This further strengthens its ability to

spread patent information nationwide, to facilitate Chinese inventors, creators,

attempts to extend the Patent Administrative Department to the administrative region at the next
level under the province, autonomous region, and municipality directly under the jurisdiction of
the central government. Since the conditions for establishing the patent administrative
department in the administrative regions at this level is not mature, the 2009 Patent Law does not
adopt this provision in the end.

" Chinese Patent Law 2009, Art. 21.

% This revision is an embodiment of drawing upon the legislative experience from other
countries. For instance, the patent laws of the USA, France, and Switzerland clearly provide the
function of spreading patent information by the patent administrative authority. See generally,
Patent and Trademark Office, http://www.uspto.gov/main/patents.ntm (United States); Institut
National de la Propriété Industrielle Brevets, http://mww.inpi.fr/fr/brevets.html (France); and
Federal Institute of Intellectual Property, http://www.ige.ch/defaulte.htm (Switzerland).
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scientists, technicians, researchers, enterprises, or institutions to make full use of
the patent information in order to engage in invention-creation and technical
innovation, and to promote the full and effective application of the patent

information.

H. The Principled Provision on Invention-Creation for Which No Patent
Shall be Granted

The invention-creation in patent law not only belongs to technical category,
but also belongs to legal category. That is why not all invention-creations can be
protected by law. The patent right, as the exclusive right the state grants to the
patentee according to law, reflects the state® will. The patent laws of different
countries, in general, have strict legal definitions on the invention-creation that is
eligible to be granted a patent, excluding some types of invention-creation from
the objects of patent. The scope of the exclusion often has something to do with
the state policy in regards to their economy and technology.

The Patent Law of China, based on the socialist nature and real situation of
China, specifically provides the items that shall not be eligible to be granted a
patent. Article 5 of 1985, 1992 and 2000 Patent Law provide that no patent right

shall be granted for any invention-creation that is contrary to the laws of the
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State or social morality or that is detrimental to public interest.”* Here, the laws
of the State refer to the laws formulated and promulgated by the NPC or the
Standing Committee thereof, excluding administrative statutes and regulations.>
Social morality can be interpreted as the ethic moral notion and rule of behavior
deemed to be justified and accepted universally by the public. Its meaning
potentially and changes with the passage of time and the progress of society, and
differs from place to place. The social morality referred to in the Patent Law of
China is limited to its meaning within the territory of China. Violation of the
public interest refers to the exploitation of invention-creation that will be
detrimental to the public or the society, or will have negative effects on the
normal order of the state and society.

The 2009 Patent Law, on one hand, retains the provision of the law before
on items excluded from patent protection, with mild editing to the language;**
on the other hand, it specifically provides that the invention-creation obtained in

violation of laws or administrative statute, or completed with genetic resources

*1 See Chinese Patent Law 1985, 1992, and 2000, Art. 5, respectively.

*2 The violation of law of the invention-creation generally is dead against the publicity and
utilization of the invention-creation. If the law only limits the sale of patented products or the
products made by using the patented process, the product invention or the process invention by
which the product is made can be granted patent according to Article 5 of the Patent Law.

% In China, if the abuse of invention-creation is likely to damage the public interests, or
the invention-creation has positive effects but at the same time has some defects, the patent

application shall not be refused.

*Chinese Patent L a w ateBt Origh® shall Aa granted %or afyfi N o

invention-creation that is contrary to the laws or social morality or that is detrimental to public
interest. 0)
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and relying on the genetic resources, shall not be granted patent rights. > The
addition barring patent rights for genetic resources, *® is an important
characteristic change to this Law. This provision is aimed at establishing a
mechanism to prevent the invention-creation in violation of the laws and
administrative statutes on the management of genetic resources from obtaining
patent rights. In practice, although the invention-creation relying on genetic
resources is likely to possess the typical qualifications to be granted patent rights,
it shall not be granted patent rights because of the utilization of the genetic
resources in violation of the laws and administrative statutes of China. >’

China is a party to Convention on Biological Diversity (hereinafter CBD)
which came into effect as of December 29th, 1993.>®  The purpose of the CBD
convention is to protect genetic resources and living environments, promote the
reasonable research, development and utilization of these resources, and to
safeguard the rights of the resource owners to knowingly consent and equitably

share the benefits.>® Article 1 of the convention provides that

The objectives of this Convention, to be pursued in accordance with

*® |d. at Art. 5, para. 2. See Article 5, paragraph 2 of the 2009 Patent Law.

% |d. at Art. 5, para. 2.

*" The said provision originates from the Draft Amendment to the Patent Law of the P.R.C
(the Edition for Soliciting Comments). Part 4 of the Edition for Soliciting Comments points out
that illegal obtaining or utilization of genetic resources does not accord with the requirement of
the Convention of Biological Diversity (CBD) on knowingly consent and benefit sharing, and

thus to grant patent rights violates the goals of the CBD.
%8 Available at http://www.chd.int/convention/convention.shtml

% According to the provision of Article 2 of this convention, genetic resources refer to the
materials with actual or potential value, which comes from the genetic materials such as genes,
genomes, cells, organs, apparatus of plants, animals, microbes or any other materials with genetic
function unit, and relevant information.
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its relevant provisions, are the conservation of biological diversity, the
sustainable use of its components and the fair and equitable sharing of the
benefits arising out of the utilization of genetic resources, including by
appropriate access to genetic resources and by appropriate transfer of
relevant technologies, taking into account all rights over those resources
and to technologies, and by appropriate funding.®

The convention provides that the utilization of genetic resources shall
follow the principles of state sovereignty, knowing consent, and sharing of
benefits of the resources, and that the patent system should help realize the
objective of protecting genetic resources.®® In the convention it is clearly stated
that parties to the convention are aware that patent and other intellectual property
rights are likely to affect the enforcement of this convention, and that therefore
cooperation should be conducted in respect of international legislation to assure
these types of rights are rights helpful and not contrary to the objectives of the
convention. Genetic resources are represented to be a tradable commodity
subject to state sovereignty and control. Developing countries can assign their
rights to the resources and obtain rewards or other benefits. ®* China is the
member country to the convention and a country with a wealth of genetic
resources. ® The protection of genetic resources not only relates to the

biological diversity of China, but also relates to the dev el opment o f Chin

% CBD, Art. 1, available at http://www.chd.int/convention/articles.shtml?a=cbd-01.
®! See CBD, Art. 15, Art. 16.

62 See Jiehan Feng, Global Public Health Crisis, Intellectual Property, International
Protection, and Doha Declaration of the WTO, 118 LEGAL REv. 16 (2003) (source title translated
from original Chinese language source, on file with author).
8% See Congress of China, Guodong,Liang,, Retain the Root—China Revises the Patent
Law to Protect Genetic Resource, Peopl eds C@&manese(mwsce tild trantldted n a
from original Chinese language source, on file with author) (noting that China is one of the 12
Afcountries with vast diversitieso anmalstaiie wor |l d, wi
microbes).
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agriculture and pharmacy industries, and r el ates to Chi

utilization of its strategic resources. Drawing upon the experiences of other
countries experience protecting genetic resources through patent law, it is
necessary for China to add protection of genetic resources when of amending the
patent law. ® Therefore, the 2009 Patent Law adds the previously mentioned

provision, which helps to prevent illegal technical development and patent

nads r ea

applications by protectingChi nadés gen®tic resources.

I. The Scope of Patent Protection
The 2009 Patent Law maintains much of the previous scope of patent
protection, amending the second paragraph, Article 11 of the 2000 Patent Law to
include t h a t fter th@ [grani of the patent right for a design, no entity or
individual may, without the authorization of the patentee, exploit the patent, that
is, make, offer to sell, sell or import the product incorporating its or his patented
design, for pr oduc t°iEssantially the aimendsnénnisehe

addition of the right of the patentee of the design to offer to sell. In regards to the

8 See Jinfen Ding, The Amendment of the Patent Law, Focusing on the Theft of Gene, 101
CHINA INVENTION AND PAT. 32 (2008) (source title translated from original Chinese language
source, on file with author) (according to the data provided in the Status and Protection of
Biologic Varieties Resources in China, China introduces very few but loses more genetic
resources. In the recent ten years, the amount of genetic resources running off China is far more
than the total amount in the previous 20 years, and most of them belong to fine genes).

% The 2009 Patent Law comes down to the protection of genetic resources in the section
concerning patent application.  See Part IV of this article.

% Chinese Patent Law 2009, Art. 11.
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right to offer to sell, it should be noted that Article 28 of the Trips Agreement ©’
provides that others shall not offer to sell the invention and utility model without
authorization, and the content concerning the right to offer to sell the patent right
for invention and utility model was added during the amendments that became
the 2000 Patent Law of China. ®® However, as the Trips Agreement does not
provide the design p a t e mrigheteeodfes to sell, the 2000 Patent Law does not
provide this right, either.®®

Since in the practice of protection of patent right for designs, quite a few
entities or individuals could make infringing products without the authorization
of the design patentees, and then promote the sale of these products by means of
advertisement, display and sale, exhibition, and etc. If the design patentees want
to prevent these acts, they have to wait until the infringers have actually sold the

infringing products, because the 2000 Patent Law does not endow the patentees

withtherightt o ask t he patent administ pofat

China to stop these acts. The failure to provide a mechanism to protect patent

67 See Agreement on Trade-Related Aspects of Intellectual Property Rights, Apr. 15, 1994,

1869 U.N.T.S. 299, 33 [|.L.M 1197 ([AmReE)

shall confer on its owner the following exclusive rights: (a)where the subject matter of a patent is
a product, to prevent third parties not
offering for sale, selling, or importing for these purposes that product; (b)where the subject

matter of a patent is a process, to preventthirdpar ti es not having the

act of using the process, and from the acts of: using, offering for sale, selling, or importing for

ve depe

[ herei naf

having the

owner 0s

these purposes at | east the )product obtained direct

% Chinese Patent Law 1992, Art. 11 ( [&]fter the grant of the patent right for an invention or
utility model, except as otherwise provided for in the law, no entity or individual may, without
the authorization of the patentee, make, use or sell the patented product, or use the patented
process and use or sell the product directly obtained by the patented process, for production or
business purposes. 0)

% See supra note 68; Chinese Patent Law 2000, Art. 11.
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holder rights in this regard is obviously detrimental to fully safeguard the legal
rights and interests of the design patentees. Furthermore, under the 2000 Patent
Law which provides the right of invention and utility patentees to offer to sell,
does not offer the design patentees lack this kind of right. This leads to an
imbalance of the protection of the three kinds of patent rights. Considering this,

the 2009 Patent Law adopts the opinion of the Draft Amendment, and clearly

provides the design patenteesd rights
products.”
J. Other Issues

The 2009 amendment of the general principles deals with the issue of the
integration of parts of previous provisions and optimization in crafting the
wording. Notably, the amendment combines Article 15 with Article 17 of the
2000 Patent Law, as Article 17 in the 2009 Patent Law, providing: i [he¢ ]
inventor or designer has the right to be named as such in the patent document.
The patentee has the right to affix a patent marking on the patented product or on
the packing of that product.0” Further, the changes amend Article 12 of 2000
Patent Law to read

Any entity or individual exploiting the patent of another shall

conclude with the patentee a license contract for exploitation and pay

the patentee a fee for the exploitation of the patent. The licensee has

no right to authorize any entity or individual, other than that referred

to in the contract for exploitation, to exploit the patent.’?

"0 See Chinese Patent Law 2009, Art. 11.

™t Chinese Patent Law 2009, Art. 17.

2 Chinese Pat ent Law 2000, Art. 12 (AAny entity
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IV. THE QUALIFICATION FOR GRANTING PATENT RIGHTS
A. The Qualification for the Grant of Patent Rights
If an invention-creation needs to be granted a patent, it must possess certain
qualifications, these qualifications are both in form and substance. All the patent
laws of China at different periods of time provide that the obtaining of patent
right for invention and utility model needs to satisfy the qualifications in novelty,
inventiveness, and utility,” while the qualification for the grant of design patent

differs from time to time. These are substantive qualifications for patent grants.

1. The Introduction of the Standard of Absolute Novelty
One of the important characteristics of the amendment to the Patent Law
this time is to introduce the standard of absolute novelty which many countries

adopt, and to cancel the regional limits on the prior art concerning the novelty

another shall conclude with the patentee a written license contract for exploitation and pay the
patentee a fee for the exploitation of the patent. The licensee has no right to authorize any entity
or individual, other than that referredf

Chinese Patent Law 2009 (deleting the word

with the development of electronic commerce, the contract concluded through Internet will also
be recognized)).

In the Chinese | anguageSanXingbeyfarnd eupuwadleiny
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standard of invention, utility model and design.”* Some commentators suggest
this 1 s the oftheamdndmentto thie Raterg lhaw.i Qohctetely,

Article 22, of the 2009 Patent Law provides that:

Novelty means that, the invention or utility model shall neither
belong to the prior art, nor has any body or person filed before the
date of filing with the Patent Administrative Department Under the
State Council an application which described the identical
invention or utility model and was published in patent application
document or announced in patent document after the date of
filing.”

The 2009 Patent Law adopts the standard of absolute novelty. First, this
provision is staunchly contrary to the practice that some patent applicants in
China apply for patent with the technology or design that is not used publicly or
is not known by the public in other ways in China, but is actually used publicly
or has corresponding designs abroad, which hinders the prior art or design of
foreign countries to be exploited freely in China. Therefore, the problem should
be solved through legislation. Second, viewed from the reality of the standard of
the prior art or design, the original regional standard has come to lose its
meaning. The 2000 Patent Law adopts the global novelty standard in respect of
publication, and the domestic novelty standard in respect of use or other ways of
publicity. With the developments of science and technology, and in particular,

network technology, as well as the drastic change of economic globalization the

™ See Chinese Patent Law 2009, Art. 22.
"l1d(ANovel ty means t ha tngidediialfinventien ot utiliey matiel

has been publicly disclosed in publications in the country or abroad or has been publicly used or
made known to the public by any other means in the country, nor has any other person filed
previously with the Patent Administration Department Under the State Council an application
which described the identical invention or utility model and was published in patent application

documents after the said date of filing.
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line of demarcation between publication and non-publication is becoming fuzzy.
Third, cancellation of the regional limits on the prior art or design is the common
practice of most countriesdpatent laws nowadays, and adoption of the standard of
absolute novelty is to follow the international practice.

Finally, the adoption of the standard of absolute novelty shows that the
Patent Law of China has raised the requirements of quality of patent for
invention, utility model, and design. This helps to improve the quality of patents
granted in China and China® ability to innovate independently. This is of actual
significance to the realization of the legislative tenet of fiimproving the ability of
innovationo added in the 2009 Patent Law, and is also the embodiment of

ensuring the realization of these legislative tenets through concrete system. 77

® See, e.g., European Patent Convention (defining the prior art as all things the public can
obtain in any part of the world before the application date); see also Intellectual Property Code of
France 8 L611-11. See also BENTLEY L. SHERMAN, INTELLECTUAL PROPERTY LAw, 413 (2001);
LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 250 (noting that the WIPO is also
inclined to adopt the absolute novelty standard).

1t should be noted that, in the reform of the standard of novelty in the 2009 Patent Law,

apart from the standard of not belonging to prior art and prior design, the one of colliding
applications is also partly modi f iNedntityoAs f or pat en
individual filed before the date of filing with the Patent Administrative Department Under the
State Council an application which described the identical invention or utility model and was
published in patent application document or announced in patent document after the date of
filingb; and as t o Npeattyernntividoaf filedlbefard thg date of filing with the
Patent Administrative Department Under the State Council an application which described the
identical design and was announced in patent document after the date of filingd A mong whi ¢ h,
as to the provisions of colliding applications of patent for invention and utility model, the scope
of colliding applications is changed from Aot herso
lies mainly in the harmonization with the provision regarding double patenting prohibition. Also,
the provision as for colliding applications for design patent does not exist in the 2000 Patent Law.
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2. The Definition of the Prior Art and Design

The 2009 Patent Law respectively defines the prior art and prior design as
the technology known by the public domestic and abroad before the filing date of
application and the design known by the public domestic and abroad before the
filing date of application.” The prior art requirement is an important notion in
the patent law which plays a fundamental role in judging the novelty and
creation of invention and utility models. It is a basic notion in the patent laws
of all countries to interpret the novelty of the invention; that is, novelty means it
does not exist in the prior art. Although the 2000 Patent Law of China does not
clearly bring for wa'f iisyethegarded as f rieference
with which to judge novelty. There are many ways to make the prior art publicly
available. Especially with the modern spread technology, the channels for
making the technology publicly available are increasing. Despite this, only when
its effect is to disclose the content of the technology to the public, the technology
can be considered to be the prior art in the sense of the patent law.® In other
words, the prior art should be a statement in which the knowledge and
information concerned are made known to the public, and the technicians in the

field can obtain the knowledge and information from the public domain through

"8 Chinese Patent Law, Art 2009. 22, para. 5, and Art. 23, para.4.

™ Implementing Regulations 2001, Art. 30 (fi A]ny technology which has been publicly
disclosed in publications in the country or abroad, or has been publicly used or made known to
the public by any other means in the country, before the date of filing (or the priority date where
priority is claimed).0). The Regulations actually introduces the concept of prior art to explain the
fiexistingtechnologyd i n t he Patent Law.)

8 See SANQIANG QU, THE PRINCIPLE OF INTELLECTUAL PROPERTY LAW 297 (2004) (source

title translated from original Chinese language source, on file with author).
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normal channels.

The prior design is a new concept brought forward by the 2009 Patent Law
aiming at the design patent. Just like the prior art, the standard of the prior design
is no longer the regional standard of judging novelty. This provision makes the
design known to the public only through use in foreign countries and in China&
Hong Kong, Macao, and Taiwan, unable to obtain the design patent right in the
mainland of China. In other words, a design could not be granted a patent
based on the fact that it is known to the public, either in the mainland of China or
in any other place in the world, before it is applied to a patent right, for it has lost

novelty under the new provision of the 2009 Patent Law.

B. Improving of the Qualifications for Patent Grant of Patent for Design
In addition to reforming the nowvelty standard, the 2009 Patent Law
introduces t he ,fsimidat ta b registeredyti@demsrk. ahed ar d
revision of Article 23 provides that a design granted for a patent shall be one
obviously different, to a designer in the art, from any existing design or
combination of existing designs. ®* This provision obviously raised the
requirement for the grant of patent for design, and it arguably clarifies the
iinventivenesso stdndard of the design pat

In respect of the orientation of the design, China does not raise it to a level

81 See Chinese Patent Law 2009, Art. 23.
8 This provision originates from Article 23 of the Draft Amendment. See Draft
Amendment, Art. 23.
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of a domino effect in adding an aesthetic feeling to the products for sales
promotion, but limited it to the industrial arts or the decoration of engineering
technology. ® Although so far, the amount of patent applications for design is
large in China, there are quite a few problems in the quality of the design patents
as a whole. The phenomenon of imitation and reproduction in place of industrial
design and double patenting occur from time to time. As to most of ChinaG
enterprises, compared with foreign enterprises, there exist some gaps in the
development of high-technology,® which is difficult to break through in a short
period of time. But in respect to the strategy over the innovation of product
design and the exploitation of design patents, this gap does not exist. To form the
advantage of design patent of China®& industrial products is an important part of
constructing China® advantage in intellectual property protection and innovation.
Based on this awareness, and drawing upon the legislative experience of foreign
countries,® to raise the quality of the design, and to promote the innovation of
the design is the direction of the reform of the design patent in China. The said
raised standard for the grant of patent for design will help to raise the quality of

China® design patents, and help to promote the innovation of China®& design.

8 See Chinese Patent Law 2009, Art. 2.
8 The gap typically embodies in independent core technology, as mentioned in Part II,
supra note 5.

& For instance, both the Patent Law of the United States and the Design Law of Japan have
relevant provisions concerning the design in this respect. See generally, 35 U.S.C. § 17; Design
Law of Japan, Art. 3. See also, LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 349,
393.
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C. The Objects Not to Be Granted Patent

Chinese patent law has experienced three amendments with regard to the
objects that shall not be granted patent rights. Article 25 of the 1985 Patent Law
provides that for any of the following, no patent right shall be granted: (a)
scientific discoveries; (b) rules and methods for mental activities; (c) methods for
the diagnosis or for the treatment of diseases; (d) food, beverages and
condiments; (e) drugs and material used to obtain with chemical methods; (f)
animal and plant varieties;(g) substances obtained by means of nuclear
transformation. It further provides that A F o r p ruset @ spo@duEng
products referred to in items (e) to (f) of the preceding paragraph, patent right

may be granted in accordance with the provisions of this Lawo. The 1992 Patent

Law brings #fAfood, beverages and condi

wi t h ¢ he mi dnahe saithgrdvibiom tht® the objects of protection of
patent right.®® The 2000 Patent Law retained the provision of the 1985 Patent
Law.®’

With regards to the objects that shall not be granted any patent right, the

reform of the 2009 Patent Law has been made by adding some content to the 2000

Patent Law, thatisit he desi gn, which is wused

pattern, color or t he combi nadtThi® n

amendment is contrary to the design patent. Like Article 23, which adds the

standard of absolute novelty and inventiveness of the design, this provision s main

8 gee Chinese Patent Law 1992, Art. 25.
87 See Chinese Patent Law 2000, Art. 25.
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purpose is to raise the quality of the design patent, and to promote the innovation
of the design. In recent years, the amount of patent applications and grants for
designs in China has increased rapidly. However, among these designs, some
are mainly indicative bottle labels and two-dimensional package devices,
belonging to the design, which is used primarily for the identification of pattern,
color or the combination of the two on printed flat works. ® This kind of design,
of course, has something of novelty and inventiveness, but is not in harmony with
the essence of the protection of design patent. It is necessary to amend laws to lead
the creators of the designs to attach importance to the inventive activity of the
design of products, in order to improve the international competition ability of
China® patented design products. In addition, the common phenomenon in reality
has given birth to a legal problem that application for patent with mainly indicative
bottle labels and two-dimensional package devices, easily leads to the conflict
between design patent rights and trademark and copyright rights of others. Based
on this consideration, the 2009 Patent Law made the above amendment. %° It can
be expected that this amendment helps to encourage the designers to innovate the

design of the product itself, and raise the level of design creation.

8 See Daolue Zhang & Yang Huang, On the Adjustment of the Design Patent System in the
Draft Amendment to the Patent Law, 8 U. OF ScI., TECH. & INDUSTRIALIZATION OF CHINA 39-41
(2008) (source title translated from original Chinese language source, on file with author).

8 Of course, it is an important consideration to comply with the provisions of the Trips
Agreement. According to Article 25 thereof, members shall provide for the protection of
independently created industrial designs that are new or original. Members may provide that
designs are not new or original if they do not significantly differ from known designs or
combinations of known design features. Members may provide that such protection shall not
extend to designs dictated essentially by technical or functional considerations.
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V. APPLICATION FILING FOR PATENT
A. Requirements for Filing an Application for Invention and Utility Model

Patents

Article 26, paragraph one of the 2000 Patent Law, provides that i Wh e r e

application for a patent for invention or utility model is filed, a request, a
specification and its abstract, claims, etc. shall be submitted.0 Article 26,
par agr aph t wo[tlhpreqaest shall etage the tileaof the invention or
utility model, the name of the inventor or designer, the name and the address of
the applicant a n d Paoagrabhethree pravities thae idhe
specification shall set forth the invention or utility model in a manner sufficiently
clear and complete so as to enable a person skilled in the relevant filed of

technology to carry it out; where necessary, drawings are required. The abstract

an

matters. o

shall state briefly the main technical p oI

Paragraph fourth provides that fithe claims shall be supported by the specification
and shall state the ext entThed009 Raténte
Law amends Article 26. Paragraph two has been amended to: fiThe request shall
state the title of the invention or utility model, the name of the inventor, the name
and the address of 't he aPgarapk faunHas

been amend e ke cldinG shall beasupportedibly the] specification and
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shall define the scope of the patent protection asked for in a clear and concise
mann®r. o

Compared with the corresponding provisions of the 2000 Patent Law, two
amendments have been made concerning the requirements for application for
patent for invention and utility model in the 2009 Patent Law. The first is that the
information that shall be recorded in the request has been amended from it h e
name of the intyentAdrheo rnade ildg seamdde i nvent o
change is that the requirements for the claim has been amendedf r om fAst at e t he
requested pat ento pircdteeaatliyonansdc ocpoenocci sel y st
patent protection scope . 0

As for the first revision, the 2009 Patent Law defines the creator of utility
mo d e | not as 0des.idyus, &irstly, it ibdistingushsd frdmMm nvent or
t he creat or of thetddsigner.d e S elg theexpressicm thows d
that utility model, just like an invention, belongs to invention-creation, since it is
a kind of invention in essence. In China, under the circumstance that the
innovation ability is not very strong as a whole, it is still an important legislative
trend to encourage the enthusiasm of the creator of the utility model to engage in
invention-creations. Hence, it is necessary for the creator of utility model to get
the same classification as a creator of invention.

The second revision transplants and upgrades the 2000 Implementing

Regulation of the Patent Law. Article 20 of the 2000 Implementing Regulations

% See Chinese Patent Law 2009, Art. 26.
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of the Patent Law provides that fi[t]he claims shall define clearly and concisely
the matter for which protection is sought in terms of the technical features of the
invention or utility model. dQust as mentioned above, in China& legislative
system of intellectual property, the common laws are distinguished from
administrative statutes. In principle, the basic and important legal issues ought
to be regulated by the common laws rather than by the administrative statutes at
the lower level of legislation. The claim is a document submitted by the applicant
to the Patent Administrative Department Under the State Council to determine
the patent protection scope. Once the patent application is approved, the claim
will become the written document to specify the patent protection scope. It fixes
the technical features of the patent protection scope, and is the basis to judge
whether others infringe upon the patent rights. It has direct legal effect. °1 It is
obvious that it occupies a very important status. Hence, the patent law has
corresponding requirements on the composition of the claim. It shall be based
on the description, and shall clearly and concisely state the requested patent
protection scope. Nevertheless, before the 2009 Patent Law, the latter is provided
in the Implementing Regulations of the Patent Law. Considering the importance
of this issue, it is incorporated into the 2009 Patent Law, only with some

expressions revised. %

! FENG & YANG, supra note 23, at 223.
“That is, to change fiexyrermbsddineds ttohefildlmditms d Thiins

the scope of patent protection.
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B. The Patent Application of Genetic Resources

The 2009 Patent Law adds a paragraph to Article 26 of the 2000 Patent Law,
as its fifth paragraph. This paragraph provides the applicanté obligation of
information disclosure if he applies for patent for the invention-creation
completely relying on genetic resources. The paragraph provides that fFor an
invention-creation, the completion of which depends on genetic resources, the
applicant shall indicate the direct source and original source of the said genetic
resources in the application documents; the applicant shall state reasons if the
original source of the said genetic resources can not be indicated.0 This is the
provision concerning genetic resources provides the genetic resources that
cannot be granted patent right.

For invention-creations completely relying on genetic resources, it is the
common practice to require the patent applicants to disclose the information
about obtaining or using the genetic resources in some countries or regions
which protect genetic resources. For example, No. 486 Resolution formulated by
Andean Community in 2000 provides that if the product or process used for
patent application is obtained or developed from the genetic resources originated
from a member country or its byproduct, the applicant shall provide the contract
copy of obtaining it.** Article 75 provides that if the product or process used for

patent application is obtained or developed from the genetic resources originated

% See TIANBAO QIN, SELECTED MATERIALS OF INTERNATIONAL AND FOREIGN LAW FOR
GENETIC RESOURCES 101 (2005) (source title translated from original Chinese language source,
on file with author).
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from a member country or its byproduct. If the applicant cannot provide the
contract copy of obtaining the genetic resource, the administrative authority can
declare the patent invalid by exercising its power or according to the request
from the interested party. The amendments to the patent law of India which came
out successively in 2002 and in 2005 also provide the obligation to disclose the
origin of the patent application of genetic resources. For example, Article 8 of
the 2002 Patent Law of India provides that when biomaterial is use in the
invention, the origin and producing area shall be published in the specification.
94

It should be said that the purpose of requiring the applicant to disclose the
origin of genetic resources is to protect the property rights of genetic resources
and the interests of the countries or areas from which genetic resources originate.
Within a long period of time, a big gap exists in the technology of genetic
resources between the developing countries and developed countries. *°
Although the developing countries abound in the genetic resources, eventually
the amount is limited. The possible excessive use by multinational companies in
the developed countries will necessarily lead to the restriction on the future use

of genetic resources by developing countries for the development of its own

biotechnology. There also exists the technology of freverse technology transfero.

% See Yonghe Yan, The Protection of Genetic Resources and the Respond of the Patent Law
of China), INTELL. Prop. 35, 35-36 (2007) (source title translated from original Chinese language
source, on file with author).

% See Intellectual Property Protection and Biotechnology: Issues and Process for African
Consensus, available at http://mww.ifpri.org/africadialogue/pdf/ipppaper.pdf.
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Namely, this technology, originating from the developing countries, is transferred
to the developed countries. This transfer promotes the development of
economy and society, but the developing countries hardly obtain any benefits. %
Considering this situation, to disclose the origin of genetic resources by which
the invention-creation is completed has become a basic requirement. Actually,
genetic resource disclosure is the foundation of carrying the principles
established by the CBD: state sovereignty, knowingly consent of obtaining
genetic resources and sharing of benefits arising from using genetic resources. ¥’
No. VI/24 Resolution of CBD COP regulates all parties and governments to the
convention. Under VI1/24, if the application subject relates to the genetic
resources or using the genetic resources in the course of development, the
countries of origin shall be encouraged to disclose the genetic resources in the
intellectual property application. This is used as a possible means to fulfill the
mutually-promised terms of the agreement in regard to consensually obtaining
the genetic resources. ®® In 2001, 350 representatives from 94 contracting
countries and other institutions held the workgroup meeting on non-limitation of

obtaining and sharing of benefits. Bonn Guidelines on Obtaining Genetic

Resources and Fair and Equitable Sharing the Benefits Arising from its

% 1d.

°" Some scholars think that the establishment of the system for genetic resources disclosure is
the necessary element to connect the patent system with the system for the management of
genetic resources. See Haisheng Ma: Protection of Genetic Resources and Disclosure of Genetic
Resources in Patent Application, 3 INTELL. PROP. 38 (2007) (source title translated from original
Chinese language source, on file with author).

% 1d., at 39.

65



Utilization (Bonn Guidelines) puts forward concrete suggestions on the obtaining
and sharing of the benefits of genetic information, including encouraging the
countries of origin to disclose genetic resources in the intellectual property
application for inventions. *°

China is one of the countries which have the richest genetic resources.
Genetic resources are importantly part of China® strategic resources. To regulate
genetic resources through the patent law is an important embodiment and
guarantee of protection of genetic resources. Thus it is important that there is
an obligation to disclose the information in patent applications for the
invention-creation completely relying on genetic resources. **® The trend of
legislation for the management and protection of genetic resources is to establish
the legal system for the protection of genetic resources through different forms of
laws. Among these laws is patent law application and protection of patent. As
for the invention-creation completely depending on genetic resources, the said
provisions of the 2009 Patent Law helps the Chinese administrative authority get
to know whether the obtaining and utilization of genetic resources accord with
the principles of knowingly consent and sharing of benefits prescribed

internationally.  Additionally, it helps to protect the interests of the providers of

% |EGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 565.

100 For instance, the management department related under the State Council is proceeding to
amend the Ordinance on the Management of Human Genetic Resources. See Seminars on the
Amendment to the Ordinance on the Management of Human Genetic Resources. available at
http://news.hexun.com/2008-12-05/112022944.html (source title translated from original Chinese
language source).
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genetic resources originating from China and to promote the sharing of benefits

arising from genetic resources. ***

C. Design Patent Applications

1. The Requirement for the Documents Submitted for Design Patent
Application

Article 27 of the 2000 PatentLawp r ovi des t hat @AWhere an ap
patent for design is filed, a request, drawings or photographs of the design, etc.
shall be submitted, and the product incorporating the design and the class to
which that productbelo ngs s hal | The 2009iPatedt Lae amengsdhe 0
said Articleas: A" Wher e an application documentsa patent f
such as a request, drawings or photographs of the design as well as a brief
description of the design, etc. shall be submitted.0 At the meantime, a paragraph
is added to be paragraph two: fiThe relevant drawings or photographs submitted
by applicant shall explicitly display the design of the product requested to be
protected. O

The above-mentioned revisions address two problems: the first is to stress

101 The said provision still needs to be improved. For instance, the law does not provide the
legal consequences of violating this provision and the treatment principle, or provide how to
handle the circumstance where the obtaining of genetic resource is lawful but the application for
patent by using technology originating from the genetic resources does not accord with the
provision of the patent law or violate the agreement made by the legal users of the genetic
resources. Of course, in China, the practice of intellectual property legislation is that in addition
to the basic laws, some administrative statutes like implementing ordinance can be formulated as
supplements. These issues can be provided by the Implementing Regulations of the Patent Law in

the future.
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the documents 1 like the brief description of the design T required for submitting
the application. The second is to explicitly protect the display design of the
submission applicantsdédrawings or photographs.

The first revision shows that although the brief description of the design
belongs to the descriptive language, which cannot bring forth the position and
features the design protects, it is of great significance to nail down the design
protection scope. The brief description is the language clarification of the
contents not expressed by the drawings or photographs of design. The brief
description is used to help understand the meaning of design patent protection
and thus can play a role in respect to explanation, restriction, and description. In
the practice of design patents, the brief description usually describes briefly the

design essentials, omitted view, and color requesting protection. *°% In Article 27,

paragraph one of the 2009 Patent Law, it he pr o d ungthedésign@amr por at

the class to which that product belongs shall be indicatedo is not retained.
Actually, the content will usually be embodied in the said brief description. The
second revision shows that since the design patent protection scope takes the
design of the product indicated in the drawings or photographs for the standard,

the drawings or photographs submitted by the applicant shall explicitly display

192 1n the practice of design patent, the brief description of design can be embodied. For

instance, Article 56 of Opinions of the Hi gh Peopl e’s Court of Beijing c
Concerning the Determination of Patent Infringement (Trial Edition) provides that the brief
description of design may be used for understanding the scope of the design protection. High
People’s Court of Beijing on Several |l ssues Concerr

(Trial Edition), Art. 56 (source title translated from original Chinese language source, on file with
author).
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the design of the product requesting protection. This is because of the fear that
when the disputes over design patent arise, the infringement will be hard to judge

because of ambiguous right protection scope.

2. Patent Application for Associated Designs
Article 31, par agr aph one of the 2000
application for a patent for invention or utility model shall be limited to one

invention or utility model. Two or more inventions or utility models belonging to

Patent

a single gener al i nvent i ve ¢ Gaagrapp t

two thereofpr ovi des t h a tfor afpaent foradpsignl shaltba limited
to one design incorporated in one product. Two or more designs which are
incorporated in products belonging to the same class and are sold or used in sets
may be filed as one application.0 The 2009 Patent Law amends the said Article
a s [o]m@ design patent application shall be limited to one design. One
application may be filed relating to two or more similar designs incorporated in
one product or relating to two or more designs incorporated in products of the
identi cal c¢class and sold or used in
The main feature of the revision is to allow the patent application for
associated designs. The revision is the legal response to the plight existing in

the practice of associated designs patent application. ' In the practice of design

193 This can be said to be the revision made by drawing upon the legislative experience of
foreign countries. For instance, Article 37 of the Design Law of EU has relevant provisions. See
LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 348.
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patent application in China, the following situation usually occurs: after a
designer has had a basic designing scheme for innovation, he puts forward many
other similar designing schemes enclosing the scheme design. From the point of
view of the designer, of course, he hopes that his basic innovation scheme and
associated designs can obtain patent protection. This is done to prevent others
from making little modifications to the patented design and being able to avoid
the infringing suit. Prior to the 2009 Patent Law, the desire of the designer was
hindered by the law. If the designer filed applications for these similar
associated designs separately, he could not obtain patent rights because it would
be a violation of the principle of double patenting prohibition.'®* However, if the
designer requested to protect these similar designs in a single patent application,
his application would be dismissed for being contrary to the provision on unity
of Article 31, paragraph two of the 2000 Patent Law. In order to overcome the
above-mentioned obstacles, the 2009 Patent Law introduces the principle of
associated designs patent application. This revision can provide much
convenience for the associated designs designer to apply for design patent, and
avoid the competitors to steer clear of the design protection scope by altering the
prior basic design. This thus helps to fully protect the legitimate rights and
interests of the design patentee. Some scholars state the revision of the Patent
Law as follows: This system mainly addresses two needs. The first is from the

perspective of the product development. An enterprise usually develops several

104 1mplementing Regulations 2001, Art. 13.
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concrete products from the same series to meet the needs of different consumers,
but the similarity between the concrete products of the same series is usually
unavoidable. The second is from the perspective of preventing from the illegal
imitation. The introduction of the system for associated application can construct
a wider protection scope for patented design products to avoid the imitation by
minuscule alteration. *°
VI. CESSATION AND INVALIDATION OF PATENT RIGHT
In this part, the 2009 Patent Law changes very little to the 2000 Patent Law.

Article 47 was amended to read:

The decision declaring the patent right invalid shall have no
retroactive effect on any judgment or mediation document of
patent infringement which has been pronounced and enforced by
the people's court, on any decision concerning the handling of a
dispute over patent infringement which has been complied with or
compulsorily executed, or on any contract of patent license or of
assignment of patent right which has been performed prior to the
declaration of the patent right invalid; however, the damage caused
to other persons in bad faith on the part of the patentee shall be
compensated. &'

105 See LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 26. In addition, in the
course of revision, it Is suggestednd,haltaspead ent pr
on the consideration that the USA, Japan, German, South Korea provide protection for it, and
that it has something to do with the application of priority right when the international
application for design patent is filed. Yet, the 2009 Patent Law has not accepted this suggestion.

106 Chinese Patent Law 2009, Art. 47. The corresponding provision of Article 47, paragraph
two of the 2000 Patent Law is: fiThe decision declaring the patent right invalid shall have no
retroactive effect on any judgment or ruling of patent infringement which has been pronounced
and enforced by the people6 court, on any decision concerning the handling of a dispute over
patent infringement which has been complied with or compulsorily executed, or on any contract
of patent license or of assignment of patent right which has been performed prior to the
declaration of the patent right invalid; however, the damage caused to other persons in bad faith
on the part of the patentee shall be compensated.o
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Further, Paragraph three of the same provision now reads: filf, pursuant to the
provisions of the preceding paragraph, no return of the patent infringement
damages for compensation, the royalties of the patent or of the fee for the
assignment of the patent right was made, it is obviously contrary to the principle
of fairness, the whole or part of the fee shall be returned.o™”.

In this said revision, paragraph 2 only relates to the change of very few
terms. That is, the original frulingd has been changed into fimediationd But this
revision is of great value and significance in theory. Paragraph three has no
substantial changes, only to make its expression more delicate than that of the

provision of the 2000 Patent Law.

That® why hereinafter the author only
discusses the revision of paragraph 2.

The decision on patent infringement has legally binding effect when made
by the people® court of China concerning the civil dispute over the patent
between the parties on the basis of the ascertained facts. In China, the civil
decision including patent infringement follows the basic principle of ftaking the
facts for the basis, and taking laws for the standard.0'® It mainly makes
judgments concerning the substantial aspects of the case. While civil rulings are

different, it is the judgment made by the people& court of China concerning the

civil procedural aspects of the cases in judging civil cases in order to realize the

107 Id
198 Erom this revision we can find that the legislature of the 2009 Patent Law tries to use

concise language to express the same meaning..
109 1t is a well-known legal principle in China. In Chinese, it is called Yi Shi Shi Wei Gen Ju,
Yi Fa Lv Wei Zhun Sheng. Related explanation may be available at
http://www.yfzs.gov.cn/gb/info/flpj/flcd/2003-02/27/1550343744.html.
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purpose of judgment. According to the provisions of the Civil Procedural Law of
China, an order in writing is to be made in any of the following conditions:
rejection of a complaint, refusal to entertain a case, objection to the jurisdiction
of a court, property preservation, suspension of legal proceedings, and etc.. **°
As for the civil order concerning the patent infringement, these are also the forms
applicable to the civil order.

There are differing views regarding the retroactive effect of the decision on
declaring patent right invalid is applicable to a civil ruling made by the people®
court . A leader of the Supreme People® Court clearly pointed out that the ruling
specified in Article 47 of the Patent Law should include the ruling concerning
ceasing infringement on patent rights prior to the legal proceeding, property
preservation, evidence preservation, among other things. "' A book titled A
Detailed Explanation of the New Patent Law written by the Legal Affairs
Department of the SIPO points out that, the people& court and patent
administrative authorities hear and handle patent infringement disputes and order
the defendants to be liable for the infringement on the condition that the patent
related is valid and make a decision based on facts and evidence. Since a request
for invalidation of a patent right may be filed at any time after the grant of the

patent right, it is possible that the patent right has not been declared to be invalid

until a long time after the enforcement of a judgment or an administrative

119 see Civil Procedural Law of China, Art.140.

11 yongshun Cheng, Several Suggestions to the Draft Amendment to the Patent Law, 90
CHINA PAT. & TRADEMARK 42 (2007) (source title translated from original Chinese language
source, on file with author).
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decision on the infringement. If it is recognized and declared null and void with
retroactive effect, it will add the burden in lawsuit to the parties and affect the
stability of economic order. A decision declaring a patent right invalid shall have
no retroactive effect on any judgment of patent infringement and decision on
infringement disputes made by patent administrative authority which has been
enforced by the people's court or patent administrative authority.*** It can be
concluded that a decision declaring a patent right invalid shall have no
retroactive effect shall not be applicable to civil ruling.

That no retroactive effect of the decision on declaring patent right invalid
shall be applicable to the civil ruling made by the people& court can be
understood from the original meaning of the ruling on civil actions. Take
property preservation, for example. The Civil Procedural law of China requires
that when the plaintiff files an application for property preservation, he shall
provide security. '** According to the provision of Article 96 of the Civil
Procedural Law of China, if the application is wrongly made, the applicant shall
compensate the person against whom the application is made for any loss
incurred from property preservation.’** Article 13 of Several Provisions of the

Supreme People’s Court of China o
Infringement upon the Patent Right before Filing a Lawsuit provides that

where the applicant fails to file a lawsuit or makes a wrong application, and thus

112 See XINTIAN YIN, PROTECTION OF PATENT RIGHTS 282 (2005) (source title translated from

original Chinese language source, on file with author).

113 gee Civil Procedural Law of China, Art.92, 93, 94, 95 and 96.
114 gsee Civil Procedural Law of China, Art.96.
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http://www.lawinfochina.com/law/display.asp?db=1&id=4698&keyword=infringement
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http://www.lawinfochina.com/law/display.asp?db=1&id=4698&keyword=infringement

causes any loss to the person against whom the application is made, the latter can
institute a lawsuit with the people® court. *** This court has jurisdiction over
the case to request the applicant compensate for the loss incurred, or ask for
compensation in the lawsuit against patent infringement instituted by the
patentee or the interested party, and the people® court can handle the disputes
together. This shows that where the ruling on the plaintiff& application is
wrongly made and causes any loss to the defendant, the plaintiff shall be
responsible for compensation for the loss incurred. Theoretically, even if the
ruling has been enforced, it should have retroactive effect. Actually, the law
requires the applicant to provide some security. The purpose of this provision is
to ensure the applicant can compensate the other party for any loss incurred from
the application in case the application is wrongly made. Otherwise, the security
will lose its meaning. On this ground, the provision of Article 47, paragraph 2 of
the 2000 Patent Law that the retroactive effect of the decision on declaring the
patent right invalid shall be applicable to the ruling made by the people® court is

unreasonable, and the 2009 Patent Law makes some revision concerning it. **°

VIlI. PROTECTION OF PATENT RIGHTS

115 gee Edition by Office of Legal System, State Council, Commonly Used Laws,
Regulations and Judicial Interpretation of the P.R.C. 2-89) (2004) (source title translated from
original Chinese language source, on file with author).

8 3ust as mentioned above, this revision is
The latter relates to civil substantial issues, and its nature is the same as the decision but different
from the ruling. In addition, this revision is to meet the needs to solve the issues existing in the

practice.
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The protection of patent right is the core content of patent law. In China, the
protection of patent right relates to two aspects: patent administrative protection

and judicial protection. **’

A. The Extent of Protection of Patent Right
Since invention patent, utility model patent, and design patent possess
different natures, it is necessary to make different provisions in determining the

protection scope of patent rights regarding each.

1. The Protection Scope of Invention Patent and Utility Model Patent

In patent law, the term ficlaimo is a very useful conception, because it is
closely related to the scope which the patentee request to protect. In other words,
the claim decides the scope patent protection, which embodies the substantial
content of patent right. The summation of all technical features in the claim
constitutes a totality, demarcating a clear scope of protection. However, in

determining the scope of protection in patent rights there are different

117 Take the year of 2006 for example, the amount of patent disputes cases accepted by the
peoplebs court of China was 3 1me6tcasesaamb3n2g
cases were settled in the year. The amount of patent dispute cases accepted by the patent
administrative department was 1270, and 973 cases were settled. See The Revision of the Patent
Law for the Third Time: Strengthens the Protection of Patent Rights.
http://www.ce.cn/xwzx/gnsz/gdxw/200704/17/t20070417_11066141.shtml (source title translated
from original Chinese language source).
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explanatory principles regarding the understanding of the claim. 118 Article 56
of the 2000 Patent Law of China provides that fiThe extent of protection of the
patent right for invention or utility model shall be determined by the terms of the
claims. The description and the appended drawings may be used to interpret the
claims. 0

With regard to the extent of patent protection for invention and utility model,
the 2009 Patent Law provides that the extent of protection of the patent right for
invention or utility model shall be determined by the terms of the claims. The
specification and the appended drawings may be used to interpret the content of
the claims.™® The purpose of the revision is to change fithe specification and the
appended drawings may be used to interpret the claimso to fithe specification and
the appended drawings may be used to interpret the content of the claimso. This
change is to clarify that the purpose of the description and appended drawings is
to interpret the contents of the claims, and is not limited to the claims per se.

This revision also strengthens the idea that the scope of protection of patent for

18 1t is generally believed that there are three modes. The first is the theory of periphery

limitation. Namely, the scope of protection of patent shall be decided by the claims, and be
interpreted according to the words of the claims. The scope of protection recorded by the claim
shall be the maximum scope of protection. The second is the theory of central limitation. It is
based on the contents of the claims, and the scope of protection shall be decided by extending
from the core claims to the periphery to a certain extent. According to this principle, the claims
describe the extent of patent protection, but the claims can be interpreted beyond the literal
meaning of the claims, fully considering the purpose and nature of the invention, its specification
and attached drawings. The third is the theory of compromise. It is a compromise of the said two
principles. On this principle, the scope of the patent protection shall be determined by the
contents of the claims, and the specification and attached drawings may be used to interpret the
claims. If there is some ambiguity in the claims, the specification and attached drawings may be

cited to interpret the right items listed in the claims. FENG & YANG, supra note 23, at 276-77.
119 See Chinese Patent Law 2009, Art. 59.
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invention and utility model is fithe contents of the claimso, which helps to
correctly grasp the scope of protection of patent for invention and utility model

in the practice of patent application and patent lawsuit.

2. The Scope of Protection of Patent for Designs

Patent application for design exclude claims and descriptions. The contents
of patent rights can only be determined by the drawings or photographs of the
design. Article 56, paragraph two of the 2000 Patent Law provides that fithe
extent of protection of the patent right for design shall be determined by the
product incorporating the patented design as shown in the drawings or
photographs.0 That is to say, the extent of protection of design patent is the
design as shown in the drawings or photographs, and is limited to use in the
products designated when a patent application is filed. **° When determining
the extent of protection of design patent, the product designated needs to be
considered, for drawings or photographs alone are insufficient to determine the
protection scope of patent rights.

The improvement of the 2009 Patent Law concerning the scope of
protection of design patent is not only embodied in the maintenance of the said
provision, but also embodied in the addition of the following provision: fiThe

brief explanation may be used to construe the design as shown by the drawings

1201 the same or similar design is used on the products beyond the designated extent, it will
not fall under the extent of protection of design patent. However, in order to prevent the use of
design on other products from diluting the charm of design products, the protection of trademark
right or copyright is a kind of necessary supplement.
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or photographs.o *#* This provision comes down in one continuous line with the
provision added in Article 27 that fi[tjo apply for patenting a design, the
applicant shall submit a brief introduction to the design.o Still, this addition is a
response to the needs of the practice. In practice, drawings or photographs
usually reflect few details of the design. If it is only when all the details of
patented design products reappear in the accused infringing product, can the
corresponding acts constitute infringement upon design patent, then it will do no
good to the full protection of the lawful rights and interests of the design patentee.
But if some of the details are allowed to be neglected, then necessary rules need
to be established concerning the details allowed to be neglected in order to avoid
the subjective examination to ensure that the public can foresee the scope of
protection of design patent.> Based on this consideration, the 2009 Patent Law
makes the previously mentioned revision. It can be foreseen that this revision
will help clarify the scope of protection of design patent in the practice of patent

application and patent dispute handling.

B. Design Patent Search Report System

Article 57, paragraph two of the 2000 Patent Law provides:

Where any infringement dispute relates to a patent for invention for
a process for the manufacture of a new product, any entity or
individual manufacturing the identical product shall furnish proof to
show that the process used in the manufacture of its or his product is
different from the patented process. Where the infringement relates to

121 See Chinese Patent Law 2009, Art. 59.
122 gee SIPO Document, supra note 7, at 54.
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a patent for utility model, the people's court or the administrative
authority for patent affairs may ask the patentee to furnish a search
report made by the Patent Administration Department Under the State
Council. **®

The 2009 Patent Law move this article to Article 61. The content of paragraph

one is the same with the said Article 57, and paragraph two is amended as:

Where the patent infringement relates to a patent for utility model
or design, the people's court or the administrative authority for
patent affairs may ask the patentee or an interested party to furnish
an evaluation report of patent right which is made by the Patent
Administration Department Under the State Council after
conducting a search, analysis and evaluation for the related utility
model or design, as the evidence to judge or handle patent
infringement dispute.**

The most notable change of this revision is the addition of search report
system for handling the design patent infringement. This revision is made on the
basis of the poor legal stability patents caused by non-substantial examination of
design patent. In China, the proportion of design patent applications and those
granted patent is very large among the three kinds of patent applications. Take
the year of 2008, for example: China& design patent application amounted to
298,620, occupying 41.6% of the total amount of domestic application, increased

by 17.8% compared with that of the previous year. *** The number of design

128 Chinese Patent Law 2000, Art.57.
124 1t should be noted that in the patent practice of China, when the patentee of utility model
instituted a | egal proceeding with the
case was refused to accept. The refusal to accept the case by the court does not accord with the

principle provided by the Civil Procedural Law. The Reply of the Supreme

whether the Submission of Research Report Shall Be the Premise of Instituting a Legal
Proceeding for Utility Model Infringement points out that, to submit the research report is not
the premise of instituting a legal proceeding for utility model infringement. It is believed that
after the 2009 Patent Law has been implemented, this interpretation is applicable to the system
for the research of design patent rights.

125 Qizhang Li, Service Patent Application Exceeds Non-Service Patent Application for the
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patent applications granted patent domestic and abroad amounted to 130,647,
occupying 37.07% of the total amount of the domestic granted patents, and
increased by 7.7% compared with that of the previous year. % Although the
number of design patent applications and those granted patent is very large and
increased rapidly in China, there exists the phenomenon of fipassing away the
sham as the genuineo in design patents because China only makes preliminary
examination instead of substantial examination. " The possibility that the
design patentee filing a lawsuit at random for an obviously problematic design,
will lead to serious damage to the interests of the public. Under the premise that
the system for substantial examination of design patent applications will not be
carried out, to impose limited protection of the design patent is of necessity.
Therefore, this revision of the Patent Law draws upon the practice of search
report system of utility model, and provides a design patent search report system,
thereby regulating the two with the same clause and the same standard. Of course,
the revised clause becomes more clear and more concrete, with higher demands
to the search report of the Patent Administrative Department under the State

Council.  That is, fthe patent assessment report issued by the Patent

First time in China, China Daily of Intellectual Property, Jan. 21, 2009. (source title translated
from original Chinese language source, on file with author).
126
Id.

127 See Chinese Patent Law 2000, Art. 40 ( [iv]here it is found after preliminary
examination that there is no cause for rejection of the application for a patent for utility model or
design, the Patent Administration Department Under the State Council shall make a decision to
grant the patent right for utility model or the patent right for design, issue the relevant patent
certificate, and register and announce it. The patent right for utility model or design shall take
effect as of the ¢Ylate of the announcement. o
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Administration Department Under the State Council, after the retrieval, analysis
and a s s,erahernteam tilee retrieval report issued by the Patent

Administration Department Under the State Council.o'®

At the same time, it is
made clear that the purpose of the retrieval reportisias a pr oof

settling the dispute over patent infringement,0 thus making the function and

purpose of the retrieval report more clear.

C. Patent Administrative Enforcement
1. The Necessity and Rationality of Patent Administrative Enforcement in
China
In China, the patent administrative enforcement is an important part of the
patent protection regime. Compared with the judicial protection of patent right,
the procedure of the patent administrative enforcement is relatively simple and
convenient. Further, it can save the cost of the parties to protect their rights that
they would expend in court and legal fees. Moreover, different from the passive
judicial protection, the administrative enforcement can be a passive protection
upon receipt of the complaint of the parties as well as an active protection by
exercising corresponding functions. 12° The number of patent infringement

cases handled by the patent administrative enforcement is relatively large, which

128 See Chinese Patent Law 2009, Art. 61, para 2.

129 gee Chinese Patent Law 2000, Art. 57 (the 2009 Patent Law improves this provision, but
the contents are completely retained. In China, upon the request of the patentee or the interested
party, the patent administrative department can order the infringer to immediately stop infringing
acts and mediate in the amount of compensation for patent infringement.).
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is also an important feature of China® patent protection. 130

The patent administrative enforcement is a concrete administrative action
conducted by the patent administrative department according to the power
endowed by laws and statutes. Like the administrative enforcement of copyrights
and trademark rights, the patent administrative enforcement occupies an
important status in the patent protection and can be understood in several aspects
as explained herein.

Patent rights are important civil rights enjoyed by civil subjects and a kind
of private rights. They can be protected by the administrative department, and the
infringer can be investigated for administrative responsibility. ** In reality
some serious infringing acts not only infringe upon the exclusive rights of
patentees, but also disturb the patent management order of the State, and infringe
upon the interests of the state and the public, and thus violate the administrative
statutes of the state. Hence, the infringer shall assume administrative
responsibility for the consequences incurred from violation of the obligation
provided by the administrative statutes. The basis can also be found from Article
110 of the GPCL.**? Furthermore, a fivil righto differs from fithe protection of

civil righto. The protection of civil rights is not limited to civil means. Civil

130 1t is believed that the administrative enforcement of intellectual property is an important
feature of the protection of intellectual property in China. The administrative enforcement and

judici al protection of intellectual property i s
coordinationdo mechanism for the protection of intel
131 See Chinese Patent Law 2009, Art. 60, Art. 64.
132 Seethe GPCL,Art . 110 (ACitizens or | egal persons who

held for administrative responsibility if necessary. If the acts committed by citizens and legal
persons constitute crimes, criminal responsibility of their legal representatives shall be
investigated in accordance with the | aw. 0).
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rights can also be protected by administrative means, and in cases even criminal
means. This is also embodied in Article 110 of the GPCL.* Thirdly,
jurisprudently speaking, the same act can form civil legal relationship and
administrative legal relationship, both of which intersect and overlap. The
intersecting and overlapping social relationship can be applicable to civil laws
and regulations as well as administrative laws and regulations. Viewed from the
effect of protection, the administrative treatment is more direct and rapid than
civil means, and can result in of direct compulsion and sanction, and thus is of
stronger deterrent effect. 134

China has always retained the administrative enforcement measures to
protect patent rights ever since the promulgation of the 1984 Patent Law. This is
not only the important hallmark of China& patent protection, but also the
important feature which differs between China& patent protection and many
other countriesd patent systems. Practice shows that the patent administrative
enforcement tallies with the situation of China, and has played an important role
in preventing patent infringement acts without delay; thereby, safeguarding the
lawful rights of the patentees, and maintaining the stability of social and

economic relations.

2. Strengthening the Function and Power of Patent Administrative

133 Id

134 X1A0QING FENG, INTELLECTUAL PROPERTY LAw, 37-38 (2008) (source title translated
from original Chinese language source, on file with author).
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Enforcement in the 2009 Patent Law

Since the patent administrative enforcement has always occupied an
important status in China® patent protection, the 2009 Patent Law not only
retains the pattern, but also raises the standard of penalty, and strengthens the
powers of the patent administrative enforcement with reference to the provisions
of intellectual property laws like trademark law and copyright law. Specifically
speaking, this is embodied in the two respects discussed in detail below.

The first part is to integrate the penalty of passing off as a patent and posing
as a patent, and to increase the standards of administrative penalties. Article 58

of the 2000 Patent Law provides that:

Where any person passes off the patent of another person as his
own, he shall, in addition to bearing his civil liability according to
law, be ordered by the administrative authority for patent affairs to
amend his act, and the order shall be announced. His illegal
earnings shall be confiscated and, in addition, he may be imposed a
fine of not more than three times his illegal earnings and, if there is
no illegal earnings, a fine of not more than RMB 50,000 Yuan.
Where the infringement constitutes a crime, he shall be prosecuted
for his criminal liability.

Article 59 further provides that:

Where any person passes any non-patented product off as
patented product or passes any non-patented process off as
patented process, he shall be ordered by the administrative
authority for patent affairs to amend his act, and the order shall be
announced, and he may be imposed a fine of not no more than
RMB 50,000 Yuan.

The 2009 Patent Law combines these provisions as the new Article 63, which

provides:

Where any person passes off the patent, he shall, in addition to
bearing his civil liability according to law, be ordered by the
administrative authority for patent affairs to amend his act, and
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the order shall be announced. His illegal earnings shall be
confiscated and, in addition, he may be imposed a fine of not
more than four times his illegal earnings and, if there is no illegal
earnings, a fine of not more than RMB 200,000 Yuan. Where the
infringement constitutes a crime, he shall be prosecuted for his
criminal liability.

This provision shows that it is unnecessary to distinguish passing off the patent
of another person as his own and passing off a non-patent as patent are both
illegal acts which play tricks on the public. This provision also unifies the
originally differing provisions as one standard of penalty, and revises the words
as fpass off the patent.0 At the same time, considering the seriousness of
passing off the patent, this raises the penalty standard to a great extent from the
original of not more than three times to not more than four times, from not more
than RMB 50,000 Yuan to RMB 200,000 Yuan. The reason why this Law raises
the standard of the administrative penalty against the patent infringement or the
acts of passing off the patent in violation of the patent law is that only when
these illegal acts are severely cracked down can the state keep them within any
limits effectively. Raising the administrative penalty standard embodies the
intention of the 2009 Patent Law to strengthen the administrative protection of
patent rights. Undoubtedly, to strengthen the force and to crack down the acts of
passing off the patent helps to safeguard the legitimate rights and interests of the
patentees, purify the patent market, and raise the credit standing of patents patent
in social life.

The second important aspect of the 2009 revision is to endow the patent

administrative department with the power to investigate and handle the acts of
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passing off the patent.

The 2009 Patent Law adds Avrticle 64, providing that:

AWhen investigating and prosecut.i

off the patent, and based on the evidence obtained, the patent
administrative department, may, inquire the parties involved, and

to investigate the facts relevant to the alleged illegal act; carry out

an on-the-s p o t i nspection of t he si
illegal act took place; inspect and duplicate the contracts, invoices,
account books and other relevant materials related to the alleged
illegal act; and examine the products related to the illegal act and

seal up or seize the products that are proved by evidences to pass

off a patent.

Paragraph two thereof provides that: f[t]he parties shall assist and cooperate with
the patent administrative departments in exercising the functions and authorities
prescribed in the preceding paragraph in accordance with law, and may not
refuse or impede them.o This article is similar to the provision of Article 55 of
Chinads current Trademark Law.™ Its purpose is to strengthen the patent
administrative enforcement, and further strengthen the protection of patent rights
by endowing the patent administrative department with the administrative power

to investigate and deal with the acts of passing off the patent.

135 See Chinese Trademark L aw 2 0 0 The adrAinmistrative def@rtments for industry
and commerce at the level of county or above may exercise the following powers when
investigating into and punishing the acts that are suspected to infringe upon the right to exclusive
use of a registered trademark of others based on the evidence for suspicion of illegal acts or the
report made by other people: (a) inquiring the parties concerned, investigating the information
relating to the infringement of the right to exclusive use of a registered trademark of others; (b)
consulting and copying the contracts, vouchers, account books and other relevant materials
relating to the infringing activities of the party; (c) conducting on-spot examination of the places
where the party is suspected to have committed the acts infringing upon the right to exclusive use
of a registered trademark of others; and (d) examining the articles relating to the infringing
activities; and may seal up or seize the articles proved by evidence to have infringed upon the
right to exclusive use of a registered trademark of others.0 ) .
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D. The Improvement of the Provision on Compensation for Damages

The patent right is a kind of property right, and the patent law mainly
requires the infringer to bear civil liability, and compensation for damages is the
main form of bearing civil liability for patent infringement. This refers to the
compensation to the patentees or the interested parties incurred from the
i nfringer Gasts. Undodbtedly,nthei calcglation of the amount of
compensation for patent infringement is a very complicated problem. The
practice of each country is not entirely identical in this respect. Generally
speaking, the calculation standards include: taking the actual loss incurred from
infringing acts to the patentee for the amount of compensation; taking the profits
obtained from infringing acts by the infringer for the amount of compensation;
taking the reasonable amount of not less than patent royalties for the amount of
compensation; when the said methods are difficult to apply, the legal
compensation shall be applied.**® These methods are introduced on the whole in
the 2000 Patent Law. Article 60 of the 2000 Patent Law provides that
compensation for damages from patent infringement will be assessed based on
losses suffered or the profits of the infringer from the infringement. In cases
where it is difficult to calculate the losses suffered or the profits the infringer

earned, the damages can be assessed by an appropriate multiplication of the

136 See XIKAI WEN & ZHONGHUA CHEN PATENT LAw 242-248 (1993) (source title
translated from original Chinese language source, on file with author). See also Xikal WEN
PATENT LAW COURSE OF STUDY 295-298 (2003) (source title translated from original Chinese
language source, on file with author).
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amount the patent holder would typically charge as an exploitation fee of that

patent.®’

However, this provision has two problems. It fails to clarify which
calculation method shall be given the priority between the losses suffered or the
profits earned. Further, it fails to consider how to determine the amount of
compensation for the damage caused by patent infringement when all the
recommended measurement methods are difficult to calculate. In order to
overcome this defect, the 2009 Patent Law amends Article 60 (the new Article

65). Article 65 now reads:

The amount of compensation for damages caused by the
infringement of the patent right shall be determined on the basis of
the losses suffered by the patentee. Where it is difficult to
determine the actual losses, the amount may be determined on the
basis of the profits which the infringer has earned through the
infringement. Where it is difficult to determine the losses suffered
by the patentee or the profits earned by the infringer, the amount
may be determined by reference to the appropriate multiple of the
amount of the royalties of that patent. The amount of compensation
shall further include a reasonable expense the patentee has incurred
in order to stop the infringing act.

Where it is difficult to determine the losses suffered by the
patentee, the profits which the infringer has earned through the

infringement and the royalties, the peopl eds court

amount of compensation of not less than RMB 10, 000 Yuan and
not more than RMB 1, 000, 000 Yuan according to factors such as
the type of the patent right, the nature of the infringing act and the
circumstances.**®

These two provisions stand out because of two important characteristics. The
first is to clarify that when determining the amount of compensation for the

damage, priority shall be given to the actual loss suffered by the patent holder. It

137 gee Chinese Patent Law 2000, Art. 61.
138 Chinese Patent Law 2009, Art. 65.
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is only when the loss is difficult to determine that damages may be measured by
the profits which the infringer has earned from infringement. It should be noted
that this revision accords with the original idea of civil law, and appears more
reasonable, since it is compensation for the damage, the amount shall be
determined by the actual loss suffered by the patentee from the infringement. The
profits the infringer has earned from the infringement should not be given the
same consideration as the actual loss suffered by the patentee for this reason.

The second notable characteristic is to establish the legal compensation
system for patent infringement, with reference to the provisions of the Copyright
Law, 139 the Trademark Law140 of the P.R.C, relevant judicial interpretations of

the Supreme People® Court,141 and the international intellectual property

¥ SeeChinese Copyright Law 2000, Artirelatetd8 (A[ w] her e
right is infringed, the infringer shall compensate for the actually injury suffered by the right
holder; where the actual injury is difficult to compute, the damages shall be paid on the basis of
the unlawful income of the infringer. The amount of damages shall also include the appropriate
fees paid by the right holder to stop the infringing act.

Where the right holder 6s actual injury or infrin
the peopleds court shalll j 20@0g0eYuan dependirdjantte g es not exc
circumstances of the infringing act. o

149 gee Article 56 of the 2000 Trademark Law. Paragraph one of the Article provides that
fiThe amount of compensation for infringing upon the right to exclusive use of a trademark shall
be the proceeds obtained from the infringement during the period of infringement, or the losses
suffered by the infringed due to the infringement during the period of being infringed, including
the reasonable expenses paid by the infringed to stop the infringin g  a Raragsaph dwo thereof
pr ovi d#R#isdfficidtto defermine the proceeds obtained from the infringement referred
to in the preceding paragraph, or it is difficult to determine the losses suffered by the infringed
due to the infringement, t he peopl ebs <court shall determine a co
Yuan or below according to the circumstances of the infringing acts.0
“'see Several Provisions of the Supreme People’s Co
Application to the Trial of Patent Disputes, of whi ch Article 21 provides tha
the infringed or the profits of the infringer is difficult to determine, and there is the exploiting fee
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practice. The 2009 Patent Law introduces the legal compensation system. On one
hand, it should be consistent with the provisions of Copyright Law and
Trademark Law, both of which add the statutory compensation system. 142 On
the other hand, this makes it more convenient to strengthen the flexibility in
determining the amount of compensation for damages in patent infringement. It
also ensures that the patentee can obtain necessary and basic compensation under
the circumstances, even if the amount of the patentee® loss, the amount of the
profits the infringer has earned, and the amount of the patent royalties are
difficult to determine. This provision helps to safeguard the lawful benefits of the

patentee, and to effectively stop the infringing acts. 143

of patent |l icense for reference, the oeoplebdbs <cou
compensation by referring to one to three times of that exploiting fee of patent license, according
to the type of the patent right, the nature and circumstances of the infringement of the infringer,
the amount of the exploiting fee of patent license, the nature, scope, time of that patent license
and other factors; where there is no exploiting fee of patent license for reference or the exploiting
fee of patent license is obviously unreasonabl e, t
compensation from RMB 5,000 Yuan to 300,000 Yuan according to the type of the patent right,
the nature and circumstances of the infringement of the infringer and other factors, and the

amount of compensation shal/l not godbbrmtgdond RMB 500,
that the judicial interpretations of the Supreme P
be directly cited by the peoplebs court at all | eve

142 Considering the changed situation, the 2009 Patent Law increases the amount of

statutory compensation.

143 Generally speaking, the liability for compensation for intellectual property infringement
is based on the subjective fault of the infringer, which can be seen in the provisions of the Trips
Agreement and the patent laws of the United States, Germany, Japan, as well as the relevant
provisions of Chinese Copyright Law, Trademark Law, Civil Procedural Law. However, the
2009 Patent Law has not yet provided how to attribute liability in compensation for damages,

which needs to be improved in the practice.
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E. Pre-trial Temporary Remedies and Pre-trial Evidence Preservation
1. Pre-trial Temporary Remedies

In the practice, sometimes if another person is infringing or will soon
infringe upon its patent rights, and that if such activity is not prevented, it is
likely to cause irreparable harm to the patent or the patent holder. According to
the usual lawsuit procedure, it is necessary to institute a legal proceeding in
advance of requesting relief. Only when the decision of the people® court comes
into effect can the infringing acts be stopped thoroughly. But by this time the
infringing acts will have occurred and even have caused serious consequences.
Therefore, in order to fully protect the legitimate rights and interests of the
patentee, many countries provide the pre-trial fitemporary remedieso, that is,
before any legal proceedings are instituted, the right holders request the court to
order the infringer to stop relevant acts. The Patent Law of China added the
system in its second revision in 2000.

With regard to pre-trial temporary measures for patent infringement, the
2000 Patent Law provides measures for ceasing the infringing act and preserving
property prior to trial. Article 61 provides that a patent holder or other interested
party with evidence of infringing activity may request the court adopt measures
to suspend the activity and preserve property where such infringement may cause

4

irreparable harm.** The article provides that the court should apply general

144 Chinese Patent Law 2000, Art. 61.
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provisions of the Civil Procedural Law of the P.R.C. when ordering such
pre-trial relief.

The 2009 Patent Law makes some concrete procedural provisions to
regulate the order for stopping relevant acts so that the system will be workable
in the practice. The amendment changes this provision to the new Article 66, and

provides the following in considerably more detail:

Where any patentee or interested party has evidence to prove that
another person is infringing or will soon infringe its or his patent
right and that if such infringing act is not stopped from occurring
in time, it is likely to cause irreparable harm to it or him, it or he
may, before any legal proceedings are instituted, request the
peoplebdbs court to adopt measures to ord

The applicant shall provide guarantee when submitting request; the
request shall be rejected if no guarantee is provided,;

The people's court shall make a ruling within 48 hours after
acceptance of the request. If it is necessary to extend the period of
making a ruling under special circumstances, the period may be
extended to another 48 hours. If the court rules to stop relevant act,
the execution thereof shall be carried out immediately. Where the
party concerned is not satisfied with the ruling, he may apply for
reconsideration once, but the execution shall not be suspended
during the time of reconsideration;

If the applicant does not take legal proceedings within 15 days
after the people's court has ruled to stop the relevant act, the
people's court shall lift the measure;

If the request is wrongly made, the applicant shall compensate the
person against whom the application is made for the loss incurred
by stopping the relevant act.*®

Although these added provisions basically transplant the provisions of the

Civil Procedural Law on pre-trial advance execution and property preservation, it

145 Chinese Patent Law 2009, Art. 65.
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IS necessary to nail down these remedies in the Patent Law, which helps to
strengthen the judicial protection of patent rights. The application of pre-trial
temporary injunctions can avoid the unfortunate situation that only when the
decision of the court has been made can the infringing acts be stopped, because
by this time the infringing acts will have already cause irreparable loss to the
patentee. Additionally, in order to fairly and equitably protect the defendant from
owing compensation based on a frivolous or unfounded injunction application,
the 2009 Patent Law integrates the relevant provisions of the Civil Procedural
Law into Article 66, and clarifies the corresponding responsibility and obligation
of the people® court and the applicant. Further, this provision does not provide
the pre-trial property preservation remedies. It should be said that the patentee or
the interested parties still have the right to apply for pre-trial property

preservation according to the relevant provisions of the Civil Procedural Law of

the P.R.C.**

1“6 SeeChinese Civil Pr oijfatdetomes impossiblavar difficulttto 9 2
enforce a judgment because of the acts taken by one of the parties or for other reasons, the
peopleds court may, upon the request of the
the absence of such request s, the peopl eds

(Al

ot her

court

property preservation measures. When a peop | e 0's cour't has deci ded t o

preservation, it may instruct the applicant to provide a surety; if the applicant fails to do so, his

f

application may be rejected. After receiving a pa

peopl ebstcaoanarkte ram or der regarding property

court makes an order for property preservation, it shall enforce the preservation immediately.);

Art. 93 (fA[lalny interested party tcircansstencess a wf ul

would suffer from un-remediable harms if he fails to petition for property preservation

i mmedi atel vy, may, before filing the | awsuit
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2. Pre-trial Evidence Preservation

As for the pre-trial evidence preservation measures, the 2000 Patent Law
does not make any specific provisions. Furthermore, the Civil Procedural Law of
China has no relevant provisions for this and only provides the evidence
preservation measures after a lawsuit is brought. Like disputes over copyright or
trademark infringement, in trials for patent infringement, the risk exists that the
evidences is likely to be destroyed or will be difficult to obtain if the pre-trial
evidence preservation is not conducted. Hence, the Several Provisions of the
Supreme People’s Court on the Law Application of the Pre-trial Suspension of
Patent Infringement promulgated in 2001 provides that when the people& court
enforces the measures for the pre-trial suspension of patent infringement, it can
carry out evidence preservation measures at the same time with reference to the
provisions of the GPCL upon the request of the parties concerned.**’

Article 67 of the 2009 Patent Law clarifies the issue of pre-trial evidence

preservation as follow:

In order to stop a patent infringing act, under the circumstance that
evidence might become extinct or hard to obtain hereafter, the

property preservation measures. The petitioner shall provide a surety; if the petitioner fails to do
so, his petition may be rejected. After receiving
peopl ebs court shall make a ruling within 48 hour s;
the preservation thereof shall be enforced immediately. If the petitioner fails to file a lawsuit
within 15 days after the peopleds court has adopte

shall cancel the property preservation. o).
147 See Art.16 thereof, Office of Legal System, State Council, supra note 116, at 2-90.
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patentee or the interested party may request t he peopl e
preservation of the evidence before instituting legal proceedings.

I f the peoplebdbs court adopts p
applicant to provide guarantee; if the applicant fails to do so, the
request shall be rejected. The peopl eds court
within 48 hours after acceptance of the request; if the court rules to

grant preservation measures, the execution thereof shall be carried

out immediately.

If the applicant does not institute legal proceedings within 15 days
after the peopleds court has a
peopleds court shall ™M ift the

This provision represents an entirely new addition to Chinese Patent Law. It
was enacted to help fully protect the benefits of the patentee in judicial

proceedings, and to be consistent with the provisions on pre-trial evidence

9 1 150

preservation added to Copyright Law'*® and Trademark Law in 200

148 See Chinese Patent Law 2009, Art. 67.

6s court

reservat.i

shall ma k

dopted th
preservat

“9SeeChinese Copyr i ght ortheparpos® 6f Praventinghan infringity ( A [ f ]

act and under the circumstance where the evidence could be lost or is difficult to obtain
afterwards, the copyright owner or the owner of a copyright-related right may apply to the
people's court for evidence preservation before initiating legal proceedings. The people's court
must make the decision within forty-eight hours after it accepts an application; the measures of
preservation shall be taken without delay if it is decided to do so. The people's court may order
the applicant to provide a guaranty, if the latter fails to do so, people's court shall reject the
application. Where the applicant fails to institute legal proceedings within fifteen days after the
people's court adopted the measures of preservation, the latter shall terminate the measures of
preservation. 0)

0 seeChinese Trademar k nloalavto &0p Melinfringhg dcts, e
registrant of a trademark or the interested person may apply to a people's court for preservation of
evidence before filing the suit under the circumstances that the evidence may get lost or will be
hard to acquire afterwards. The people's court shall make the ruling within 48 hours after
accepting the application; if it is ruled to take the measures for preservation, the ruling shall be
executed immediately. The people's court may order the applicant to provide security, and shall
reject the application if the applicant fails to provide security. If the applicant has not filed the
suit within 15 days after the people's court took the measures for preservation, the people's court
shall discharge the measures for preservation. 0 )
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In patent litigation, in order to bring forth claims, the patentee needs to
provide sufficient evidence. Nevertheless, under many circumstances the risk
that the evidence is likely to become extinct or be hard to obtain is great.
Therefore, the pre-trial evidence preservation provision was badly needed to
make the right holder able to fully collect necessary evidence in time to support
the infringement claims. When the Patent Law was revised in 2000 the
amendments did not make such provisions. It was not long before Article 50151
of the revised Copyright Law and Article 58152 of the revised Trademark Law
added the relevant provisions, laying groundwork for this change to the patent

law. Therefore, it is natural and necessary to add this provision.

VIII. LIMITS AND EXCEPTIONS TO PATENT RIGHTS:
SAFEGUARDING THE PUBLIC INTEREST AND PREVENTING THE
ABUSE OF PATENT RIGHTS
A. Improvement of Provisions on Compulsory Licenses
A compulsory license is a kind of license for exploiting a patent. Its basic
meaning is that the patent administrative department of the state may, without

the permission of the patentee, directly authorizes the third party to exploit the

51 This article includes that the evidence could be lost or is difficult to obtain afterwards, the
copyright owner or the owner of a copyright-r el at ed ri ght may apply to the
evidence preservation before initiating legal proceedings; and further provides that a decision
must be made within forty-eight hours in order for the measures to be adopted and the plaintiff to
begin suit within fifteen days. See Chinese Copyright Law 2001, Art.50.
152 This article provides similar provisions as Art. 50. See Chinese Trademark Law 2001,
Art.58.
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patented invention or utility model, and grants it or him the compulsory license
for exploiting the patent through the administrative procedure. *** A
compulsory license is also required by some international conventions. For
example, Article 5 of Paris Convention, and Article 31 of the Trips Agreement
make relevant provisions governing compulsory licenses.” These provisions
can urge the patentee to conclude patent license contract with others, and
encourage the spread and application of invention-creations. Viewing the license
provisions from the perspective of balancing interests, compulsory licenses are a
system designed to balance the exclusive rights to the patented technology and to
promote the spread and application of the patented technology. fi @mpulsory
license balances the interest of the patentee and that of the public which
promotes commercialization of invention and competition of wider scope in the
field of technology innovation.0 ™ It serves the following functions: (1) to
provide sufficient compensation for the patentee; (2) to overcome market failure
hindering access to technology; (3) to further promote innovation through
different parties in the technology field, to reduce market failure and promote

more effective assignment of technology thus stimulating innovation and

153 Why compulsory license shall be made by administrative procedure is that, as compared

with a nor mal l icense based on the partiesd mutual
the name Adlcedsmpul sor yo
“ seeParis Convention, Art. 5 A(2),(3)&(4)(fA[e]ach

right to take legislative measures providing for the grant of compulsory licenses to revent the
abuses which might result from the exercise of the exclusive rights conferred by the patent, for
example, failure to work. o) and Trips Agreement, Ar

155 Alison Ladd, Integra v. Merck: Effects on the Cost and Innovation of New Drug Products,
13 BROOK. J. L. & PoL'y 311, 347 (2005).
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realizing the constitutional goals of the patent law. **® The compulsory license is
of great significance to safeguard the realization of the tenet of the patent law.

Considering that compulsory license system is of great significance to

patent law and that international convention promotes this system, the system of
compulsory license has always been provided for in the Patent Law of the P.R.C.,
and was several times with the change of the situation.’

The 2000 Patent Law provides that where any qualified entity has made
reasonable requests for exploitation rights of the patent and have been
unsuccessful, the patent administrative authority may grant a compulsory
license for a utility model to that entity upon request. **® The entity so
requesting must prove their inability to gain exploitation rights upon reasonable
terms and conditions in order to be granted a compulsory license**®
When the administrative authority grants such a compulsory license, the parties

shall negotiate regarding the reasonable fee for the rights, and if they cannot
reach an agreement, the administrative authority can adjudicate the dispute.160

The 2009 Patent Law makes several revisions to the provisions regarding

compulsory licenses. Article 48 now provides circumstances under which the

administrative authority may grant compulsory licenses for utility models when

158 see generally Simone A. Rose, On Purple Pills, Stem Cells, and Other Market Failures: A

Case for a Limited Compulsory Licensing Scheme for Patent Property, 48 How. L. J. 579 (2005).
137 gee Chinese Patent Law 1985, from Art. 51 to Art. 58; Chinese Patent Law 2000, from
Art. 48 to Art. 55; and Chinese Patent Law 2009, from Art. 48 to Art. 58.
158 gee Chinese Patent Law 2000, Art. 48.
159 gee Chinese Patent Law 2000, Art. 51.

160 For other pertinent provisions see Chinese Patent Law 2000, Art. 49, 50, 52, 53 and Art.
55.
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requested by a qualified entity or individual. These circumstances include: (1)
if the patentee does not exploit the patent right to its full extent within three years
of being granted such a right and four years of making the application; or (2)
where the patenteeds use of the patent ri
the law and the influence of such should be reduced or removed. 161
As to the proof required by the entity or individual requesting a compulsory

license, the requirements remain fairly similar, providing:

Any entity or individual who applies for a compulsory license
pursuant to the provisions of Article 48(1) or Article 51 of this
Law, shall furnish proof that it or he has made requests for a
license from a patentee to exploit its or his patent on reasonable
terms and such license has not been obtained within a reasonable
period of time.*®2

The calculation of fees required to be paid to the patentee by the entity or
individual receiving the compulsory license adds that A[t]he entity or individual
who has been granted a compulsory license for exploitation shall pay to the
patentee a reasonable exploitation fee, or handle the issue of exploitation fee
pursuant to provisions of international treaties entered into by the P.R.C.0 It
retains that the amount will be negotiated between the parties or adjudicated by
the Patent Administration Department where they cannot reach an agreement.
163

Article 50 of the amendments provide that: fiFor the purpose of public

health, the Patent Administration Department Under the State Council may grant

181 Chinese Patent Law 2009, Art. 48.
182 Chinese Patent Law 2009, Art. 54.
183 Chinese Patent Law 2009, Art. 57.
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a compulsory license to manufacture and export a medication which has been
granted patent rights to countries or regions that satisfy the provisions of relevant
international treaties entered into by the P.R.C. 8% In a similar vein, the
amendments add that if a compulsory license is granted to an invention-creation
that is a semi-conductor technology, it may only be for the purpose of public
interest.’®® Further, the grant of compulsory licenses is limited to the domestic
market, except as specifically permitted elsewhere in Articles 48 or 50.1%°

One important aspect of the reasons underlying these revisions is the need
to come into accord with the international standard. In fact, to tally with the
international world is an important principle guiding the legislation and revision
of China& intellectual property law in recent years. This revision, of course,
considers the latest developments of international conventions on intellectual
property and the situation of China& accession to those international
conventions.

Another reason underlying the amendment on compulsory license is Article
5 of Paris Convention entered into by the P.R.C, which provides that, a
compulsory license applied for on the ground of failure to work or insufficient
working before the expiration of a period of four years from the date of filing of
the patent application or three years from the date of the grant of the patent,

whichever period expires last, shall be refused if the patentee justifies his

164 |d
185 Chinese Patent Law 2009, Art. 52.
186 Chinese Patent Law 2009, Art. 53.
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inaction by legitimate reasons.'®” The second circumstance listed under which a
compulsory license can be granted under the amendment is based on the
provisions of the Trips Agreement. '°® With regard to the patenteeG acts to
exclude and limit competition, a compulsory license can be granted to safeguard
the reasonable interests of the applicant. It is also based on the needs of
complying with Anti-monopoly Law of China which has been effective since
August 1, 2008. *°

As for the newly-added Article 50 of the 2009 Patent Law, the medicine
compulsory license provided in this provision is added on the basis of the
provisions of Doha Manifesto and the Protocol passed by the World Trade
Organization (hereinafter WTO). Y®After China acceded to the WTO, the
Protocol was passed, which broke through the Trips Agreement to some extent.
That is, it provides the compulsory license of medicine patent may granted for a
patented medicine so as to produce and export it to the specific country or region
for public health interests.'’”* And thus, this provision breaks through the limited

provisions of Article 31 of the Trips Agreement that provides a compulsory

167 See Paris Convention, Art.5A(4). As can be seen from the revision of the Patent Law,

theappl i cant of compul sory |l icense has been

Actually, many member countries to the WTO have no limitation on the qualifications of the
applicant in their domestic patent laws. The Trips Agreement does not limit the applicant of

extended

compul sory license to fithe entityo, either.

168 See Trips Agreement, Art. 31.
169 see World Trade Organization, Ministerial Declaration of 14 November 2001,
WT/MIN(01)/DEC/1, 41 I.L.M. 746 (2002) [hereinafter Doha Manifesto].

170 See Conference Report  supra note 9.
171
Id
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license is mainly applicable to providing supplies to domestic market. *"?As the
member country to the WTO, China should follow the latest provision. It is very
natural for this revision of the Patent Law to absorb the provision of the Doha
Protocol. This provision is useful to help developing countries and
underdeveloped countries which lack the ability to produce medicines or whose
ability to produce medicines is weak, in order to solve the public health issues
they are facing, to permit the Chinese medicine manufactures to produce relevant
patented medicine and export it to these countries.

As for the provisions on the compulsory license of invention-creation
related to semiconductor technology, the purpose is to accord with the provision
of the Trips Agreement *® Through these revisions, the 2009 Patent Law has
improved the compulsory license system of China, and has realized Chinad
integration into the international patent system in the aspect of compulsory

license under the new situations arising around the world.

B. Acts Not Deemed Infringement of a Patent Right
The essence of patent rights lies in that no entity or individual may, without
the authorization of the patentee, use the patent; otherwise, it will constitute

infringement upon the patent right. Nevertheless, the patent right is not an

2 5eeTri ps Agr ee memsych udershall be aittoizéd predanjinantly for
the supply of the domestic market of the Member authorizing such use.0 ) .

¥ SeeTri ps Agr e e md]hetscope aAddaration 8f du¢h asp shafl be limited to
the purpose for which it was authorized, and in the case of semi-conductor technology shall only
be for public non-commercial use or to remedy a practice determined after judicial or
administrative processtobeanti-c ompet i t i ve. 0)
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absolute, limitless right. In order to safeguard the interests of the state and the
public, and prevent a patentee from abusing his patent right, the patent laws of
different countries impose some kinds of limits to the patent right to some extent.
In the patent law, this limit is embodied in certain forms, including the
compulsory license, as well as some acts that are not regarded as infringing upon
the patent right. In the Patent Law of China, these acts include: use of the prior
right owner, exhaustion of the patent right, foreign means of transport using the
relevant patents for its own needs in its devices and installations, or using
relevant patents solely for the purposes of scientific research and experiment.*”

In the 2009 Patent Law revises the provision governing acts that shall not be

deemed an infringement upon a patent right, as discussed herein.

1. Permission of Parallel Import

The 2000 Patent Law states that after the sale of a patented product that was
made or imported by the patentee, or with the authorization of the patentee, or of
a product that was directly obtained by using the patented process, if any other
person uses, offers to sell or sells that product, it shall not be deemed as

infringement.*”> The 2009 Patent Law amends to read:

Where, after a patented product or a product that was directly
obtained by using a patented process was sold by the patentee or
any entity or individual with the authorization of the patentee, that
any other person uses, offers to sell, sells, or imports that product,
shall not be deemed as infringement of the patent right. '

174 Chinese Patent Law 2000, Art. 63.
175 Chinese Patent Law 2000, Art. 63.

176 Chinese Patent Law 2009, Art. 69.
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This provision brings the acts of import into the category of rights limitation,
which helps to promote international trade of patented products and patent
exploitation.

The revision of the 2009 Patent Law is mainly considered from the
perspective of scientific expression, and its nature is the issue of exhaustion of
rights which is closely connected with fiparallel importo. 177 Since the issue of
exhaustion of rights is not only a legal problem, but also relates to the patent
policy of a country or region, and the international conventions have no unified
demand on the domestic laws of their member countries. For instance, Article 6
of the Trips Agreement provides that for the purposes of dispute settlement under
this Agreement, nothing in the agreement shall be used to address the issue of the
exhaustion of intellectual property rights.”® With regard to public health, Article
5(d) of Doha Manifesto reiterates that in order to solve the public health problem,
its members have the right to independently decide its position towards the
exhaustion of intellectual property rights. *”° Accordingly, on the basis of
according with the principles of most-favored-nation clause and national
treatment, each country has the right to freely decide its own system of

exhaustion of rights in its domestic laws, and it does not need to refer to any

77 Ppatent parallel import means that in international trade, the third party, without the
authorization of the patent holder, obtains patented product from the market of a country and
imports it to the countries where the patent right has entered into force, and the patented product

is the one which is legally put into the market by the patentee or upon his authorization.
7% Trips Agreement, Art. 6.

% Doha Manifesto, Ar t .  %ig efféct(ofi thet pfovisions in the Trips Agreement
that are relevant to the exhaustion of intellectual property rights is to leave each Member
free to establish its own regime for such exhaustion without challenge, subject to the
MFN and national treatment provisions of Articles 3and 4.0 ) .
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clause of the Trips Agreement to submit the issue of right exhaustion to the
dispute settlement procedure of the Trips Agreement..®® Viewed from the
reality of Chinab s s i, ta larget nuntber of patentees who have obtained
patent rights belonging to foreigners, especially in the sophisticated technology
field, the patent rights are mostly controlled by foreigners. China depends, to a
high degree, on foreign technology and products. In order to develop the national
industry, and improve the ability of market competition, the law needs to
introduce the system of parallel import. From the perspective of the public health,
the permission of parallel import helps to import from foreign countries the
patented medicine which China has difficulty in manufacturing or otherwise

obtaining.

2. The Introduction of Bolar Exception

The Bolar exception refers to the exception of experimenting with patented
medicines and medical instruments provided by the patent laws of some
countries.’®® Its basic meaning is that to exploit a patent in special ways solely
for the purpose of obtaining and providing the information needed for the
administrative examination and approval of medicines or medical instruments
does not constitute patent infringement. The origin of this exception can be

found in Patent Law of the United States. It provides that it shall not be

180 See Trips Agreement, Part V (Dispute Prevention and Settlement),Art. 63, and 64.

181 | ike the United States, Japan, Canada, and some developing countries. For example,
according to the report titled Integrating Intellectual Property Rights and Development Policy
issued by the Commission on Intellectual Property Rights of the U.K. in 2002, in 63 developing
countries, there are 8 ones which have laws including the provisions regarding Bolar exception.
See LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 1530-1535.
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infringement to make, use, offer to sell, or sell within the United States or
imported into the United States a patent invention solely for uses reasonably
related to the development and submission of information under a Federal law.*®?
In practice, this exception came from the decision in Roche Products Corp. v.
Bolar Pharmaceutical Corp.'®® The term Bolar exception came from this
case.'®

As far as medicine and medical instrument in many countries is concerned,
generally speaking, before the medicine and medical instrument come into the
market, the examination and approval procedure provided by the law of a
country shall be carried out. In order to satisfy the needs of the examination and
approval, the applicant needs to provide various kinds of experiment data and
information about the medicine and medical instrument to prove that the
products meet the specified requirements. If the patented medicine or medical
instrument is to be imitated, under normal conditions the experiment cannot be
made until the patent expires. This will necessarily delay the marketing of the
imitated medicine or medical instrument, and delay the public6 s  a t obfain
the cheaper imitated medicine or medical instrument in time after the patent right

expires. Hence, the patent laws of the United States, Japan, Canada, Germany,

182 See 35 U.S.C. § 271(e) (1984).

183 Roche Products, Inc. v. Bolar Pharmaceutical Co., Inc., 733 F.2d 858 (Fed. Cir. 1984).

184 In the United States, the scope of Bolar exception is enlarged through judicial cases. For
instance, it is not clear whether Bolar exception is only limited to medicine pursuant to 35 U.S.C.
§ 271(e). However, in Eli Lilly & Co. v. Medtronic, Inc., 496 U.S. 661(1990), the Supreme Court
of the United States holds that the scope of Bolar exception shall be extended to medicine
instrument. See LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 1533.
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among others, provide a Bolar exception.’® In a ruling of a dispute settlement of
the WTO, the exception was also regarded to be consistent with Article 30 of the
Trips Agreement.*®

China is a large country with a population of 1.3 billion people, and the
public health issue is therefore very important. Viewed from the reality of
China®& medicine production, the proportion of imitations of chemical medicine
and biological medicine in China is very high, but the marketing of imitated
medicine shall go through strict procedure of examination and approval. **’
The manufacturer of the medicine also needs to do a series of experiment to the

medicine prior to being put into the market, to obtain the data and information

needed for the administrative examination and approval.*® In order to put the

185 See Patent Law of the United States 1984 Art. 271(e), Patent Law of Japan, Art. 69,
Patent of Canada, Section 55.2 (1), and Patent Law of Germany, Art. 11. See also LEGAL AFFAIRS
DEePARTMENT, THE SIPO, supra note 27, at 1533 -1535, 1544,

8 This case is concerned with the dispute of European Community (EC) and Art. 55 of
Patent Law of Canada. See LEGAL AFFAIRS DEPARTMENT, THE SIPO, supra note 27, at 1535.

87 See Chinese Pharmaceutical Administration Law 2001,  Ar t .p]harhateuti¢alfi
supervisory and administrative departments are authorized to conduct, in accordance with laws
and administrative regulations, supervision and inspection over the research, development,
production and trade of pharmaceuticals which they have approved, as well as the medical
organizations' use of pharmaceuticals. The units and individuals concerned shall not refuse to
comply.0 ) , and ApthdarmaceutizaB produdinf enterprises, trading enterprises,
pharmaceutical non-clinical safety appraisal research institution, and pharmaceutical clinical
testing institutions, shall be served a warning and be ordered to amend themselves within a
prescribedti me | i mit i f they do not <carry out
Phar maceuti cal Production, o0 the fAQuality
control standard of pharmaceutical non-clinical research, and the quality control standard of
pharmaceutical clinical testing. Those who do not rectify their mistakes within the prescribed
time limit shall be ordered to suspend production and business operations pending rectification,
and be concurrently fined more than 5000 but less than 20,000 RMB. If the circumstances are
serious, they shall have their Pharmaceutical Production License, Pharmaceutical Trading
License or Dispensing Permit of Medical

188 Id
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imitated medicine or medical instrument into market in a reasonable time, these

activities need to be conducted before the patent protection period expires. The

introduction of this system will help the public to obtain cheaper medicine or

medical instruments in time after the protection period of the medicine or

medical instrument expires. On this basis, the 2009 Patent Law draws upon
Hatch-Waxman Bill in the United States, and adds the provisionthatipr oduci ng,
using or importing patented medicine or patented medicinal equipment for the

purpose of providing the information as required for administrative examination

and approval, and producing and importing the patented medicine or patented

medi cinal equipment e x¥lshalbnbtbeddergedahor t he s a
infringement upon a patent right. The implementation of this provision, not only

helps the system to join with China& relevant administrative examination and

approval system and to facilitate the patentee to exploit the production of

medicine and patented medical instrument as soon as possible, but also helps to

balance the relationship between the interests of the patentee and the public, and

to prevent the abuse of patent rights. 190

3. The Legal Responsibility of Infringement in Good Faith

189 Chinese Patent Law 2009, Art. 69 (5).

190 1t should be pointed out that before the 2009 Patent Law provided Bolar Exception the
Chinese Patent Law has always been providing #dthe
research and experimento. However, Extegionparticul ar.
unable to be covered by the said infringement exception, because the act of manufacturing
medicine for the purpose of the approval of new medicine, does not belong to the research aiming
at patented invention, and it does not belong to the exception for the purpose of scientific
research and experiment in the patent law.
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In the 1984 and 1992 Patent Law, the acts of selling or using products
which have infringed upon the patent right of another person by the third party in
good faith, is not deemed an infringement upon a patent right. %
Correspondingly, the third party in good faith does not need to bear any liability
for infringement. This is called the principle of using and selling by third party in
good faith, or the principle of non-proliferation of liability. Although this
principle has its reasonable elements, it sometimes provides the infringer with
opportunities to legally use his or its illegal product in the practice and it does

not accord with the international practice.

The 2000 Patent Law establishest he principle of

A

nfri

ng

faitho in accordance with t'Wertdedjui r ement

provides:

Any person who, for production and business purpose, uses or sells
a patented product or a product that was directly obtained by using
a patented process, without knowing that it was made and sold
without the authorization of the patentee, shall not be liable to
compensate for the damage of the patentee if he can prove that he
obtains the product from a legitimate source.

This is naturally a great breakthrough of the patent law of China.’®® The 2009

Patent Law retains the principle of the 2000 Patent Law, only to enlarge the

YseeChinese Patent Law 1] ®rb5sle ofla®dedted prodluctt .

without knowledge of it having been manufactured and sold without the authorization of the
patenteed ) r especti vel y.

Y2 seeTri ps Agr e e mimbersmaylrovide thatthe judicial authorities shall
have the authority, unless this would be out of proportion to the seriousness of the infringement,
to order the infringer to inform the right holder of the identity of third persons involved in the
production and distribution of the infringing goods or services and of their channels of
distribution.0 ) .

9% This provision shows that the act of the third party in good faith still constitutes patent
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scope of the acts. The revised version of this provision, Article 70, amends it to

read:

Any person, who, for production and business purpose, uses, offers
to sell or sells a patent infringement product, made and sold
without the authorization of the patentee, shall not be liable to
compensate for damages of the patentee if he can prove that he
obtains the product from a legitimate channel.

This revision makes the act of unknowingly offering to sell free from bearing the
liability of compensation for the infringement, and helps to balance the interests
and relationship between the patentee and the public, and to promote the normal

utilization of patented products.

C. The Prior Art or Design Counterplea

The 2009 Patent Law adds the following article to patent protection: in
patent infringement litigation, where an accused person proves that the patented
technology or design in dispute belongs to prior art or prior design, its or his
exploitation does not constitute patent infringement.*** This provision is
universally recognized in the judicial practice of the patent and is referred to as
fithe principle of prior art or design counterplea.0 Therefore, this provision
actually has promoted the mature experience obtained in the judicial practice of

patent to a height of statutory law. 195 However, its meaning cannot be

infringement, but on the general principle that compensation for damages shall be based on the
premise of subjective fault, the infringing act is free from the liability for compensation for

damages.
19 Chinese Patent Law 2009, Art. 62.

195 For instance, Article 102 of Opi ni ons of the High People’s Cour:

Several Issues Concerning the Determination of the Patent Infringement (Trial Edition) provides
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neglected. Firstly, it provides basis for the court of China to handle the dispute
over the patent infringement where the accused infringer has evidence to prove
that the technology or design he is using belongs to the prior art or design.
Therefore, the case can be directly applicable to the principle of prior art
counterplea and may not be deemed an infringement upon the patent right.
Secondly, this provision helps the court to handle patent disputes without delay
to free the parties of the patent dispute which consumes time and energy, in order
for them to be able to devote more energy to the production business or
invention-creation. Thirdly, this explicit provision makes it unnecessary for
accused infringer to go through the procedure for invalidation declaration in
order to claim his legal right to use the technology after wiping out the patentee&
exclusive right, and thus to solve the dispute expediently. 196

Actually, this provision can also be interpreted extensively from the public
domain theory of the patent law. That is, as an exclusive right, the patent right

cannot pull the technology which is known and publicly used into the scope of

that the equivalent infringement is applicable to prior art counterplea. Article 40 of the Provisions
of the Supreme People’'s Court o n  S(Editien rfoa
Discussion) also has relevant provisions on prior art counterplea.

1% In the patent law of China, the procedure for the request of patent invalidation
declaration is separated from the procedure for infringement litigation, and the startup of the
invalidation procedure will make the case very complicated, because as for the invalidation
procedure, if the party is dissatisfied with the decision of the PRB, it or he may institute

|l ssues Co

administrative proceedings with the peoplebds court

the peoplebs court at two different l evel s. I f t he

dispute over the infringement, it will often wait for more than two or three years. The long period

of lawsuit will cost the parties | arge amounts of

decide that the use of prior art does not constitute infringement, then the dispute can be settled
shortly and conveniently.
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protection of an individual patent right. 197 If in the obtained patent right, its
claims include the publicly known and publicly used technology, this portion still
cannot be protected. If others have evidence to prove that the technology
exploited belongs to prior art or prior design, the exploitation certainly cannot be
deemed an infringement. This is also true of other kinds of intellectual property
rights. In principle, in the sense of exclusive rights or monopolistic rights, the
public domain resources contained in the intellectual property right, should
forever subsist in the public domain, rather than be monopolized by the patentee.
Only in this way can the balance between the interests of the right owners of
intellectual property and the interests of the public, and the legislative purpose of

intellectual property laws be realized.

IX. UNREVISED ISSUES WORTHY OF DISCUSSION
There are some other important issues which have been brought forward for
discussion in the course of revision of the patent law in China. There are even
some expressions in the Draft Amendment that did not make it into the final
revision which are of great importance. For some reason or another, they have
not been adopted in the end. Since these issues are also important in the patent

law, this part will introduce and analyze them.

97 For instance, Japanese scholar Nobuhiro Nakayama thinks that the accuse infringer
exploits the prior art. Whether or not the accused infringing products fall under the scope of
patent protection, the prior art counterplea will make the accused infringer free from bearing the
liability for infringement. See Nobuhiro Nakayama, Industrial Property Law, Section 8 (2000),
available at http://www.iip.or.ip/translation/nakayama/part7.PDF.
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A. The Improvement of Provisions on Ownership of Invention-Creations
1. The Definition of Service Invention-Creation and Non-Service
Invention-Creation

The 2000 Patent Law provides on the issue of the ownership of a service

invention-creation and non-service invention-creation, that:

An invention-creation, made by a person in execution of the tasks
of the entity to which he belongs, or made by him by mainly using
the material and technical means of the entity is a service invention.
For a service invention-creation, the right to apply for a patent
belongs to the entity. After the application is approved, the entity
shall be the patentee.

For a non-service invention-creation, the right to apply for a patent
belongs to the inventor or creator. After the application is approved,
the inventor or creator shall be the patentee.

For an invention-creation, made by a person by using the material
and technical means of the entity to which he belongs, and where
the entity and the inventor or creator has entered into an agreement
under which there is provision on who has right to apply for a
patent and to whom the patent right belongs, the provisions of the
agreement shall prevail.**®

Compared with the corresponding provisions of the 1992 Patent Law, this

provision mainly aims at an invention-creation made by an inventor by using the

198 Chinese Patent Law 2000, Art. 6.

114



199 and

material and technical means of the entity to which he belongs,
introduces the principle of contractual autonomy

In the course of revising the Patent Law, the SIPO makes this provision more
detailed in the Draft Amendment. The main content is that the invention-creation
completed by mainly using the material and technical means (excluding
know-how) of the entity to which he belongs, if there is no agreement on the
ownership, belongs to non-service invention-creation, and the right to apply for
the patent belongs to the inventor or designer, while the entity to which he
belongs has the non-exclusive and non-assignable right to exploit it. *%
However, the 2009 Patent Law did not adopt this provision. One of the important
reasons is that though some people agree to adopt the revision, there exist strong
objections as to the change. Popular opinion is that this provision goes against
the protection of service invention-creation, easily causing damages to the entity
interests, because the definition of know-how is not easy to determine, and it is
not easy to ascertain whether the staff member of the entity have used its
know-how.”®* In addition, this revision further reduces the scope of service
invention-creation. It makes the service invention-creation only includes the
invention-creation made by a person in execution of the tasks of the entity to
which he belongs, or made by him by mainly using know-how of the entity,

excluding the invention-creation made by using other material and technical

means of the entity.

199 According to Art. 11 of the existing Implementing Regulations of the Patent Law of
China, material and technical means refers to the capital, equipment, parts, raw materials, or the

technical information in a secret state.
200 see Draft Amendment, Art. 6.
21 51PO Document, supra note 7, at 66.
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Of course, it is true that the provision of the 2000 Patent Law on the
ownership of service and non-service invention-creation has some problems.
202 Yet, till now, no better revision scheme has been found. That is why the
provision of the 2009 Patent Law has no changes to it. We have to wait for the

next revision to improve it.

2. The Ownership of Inventions—Creations Funded with Government
Investment

With regard to the ownership of inventionsicreations funded with

government investment, Article 9, paragraph one of the Draft Amendment

provides that:

For an invention-creation which is completed under a scientific
research project funded mainly with government investment,
except that the invention-creation is of great significance to the
security or interest of the State, the right to apply for a patent
belongs to the entity undertaking the project. After approval of the
application, the entity is the patentee.

Where according to the provisions of the preceding paragraph, the
right to apply for a patent belongs to the entity undertaking the
scientific research project, after approval of the application, the
competent departments concerned under the State Council and the
peopl eds government s of prov
municipalities directly under the State Council may, decide that the
patented invention-invention be spread and applied within the
approved limits, and allow designated entities to exploit the
invention.

22 Eor instance, as for an invention-creation, made by an inventor by using the material and
technical means of the entity to which he belongs, if the entity and the inventor or designer have
not made any agreement on the ownership of the patent right or the right to apply for patent, how
to determine the ownership of the invention-creation seems to be unclear.
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The concrete measures implementing the provisions of the present
article shall be provided by the State Council.

In a sense, the above-mentioned provisions are drawn on those of Bayh-Dole Act
in the United States which tries to make the ownership of inventionsi creations
funded with government investment clear, and promote the implementation of
such inventionsi creations.?”® To make such provisions have also a strong
foundation in reality; that is, in the administration of such scientific research in
the past, the emphasis is national ownership, which affects the ability of the
entities undertaking the projects to commercialize or industrialize their research
achievements. In order to solve the problem, concerned authorities have enacted
regulations. In April 2002, the Ministry of Science and Technology and the
Ministry of Finance jointly formulated Several Provisions on the Administration
of Intellectual Property Rights in Research Achievements of the State Research
Projects, which states that, except the achievement of research projects related to
national security, national interests, and important social interests, the entity
undertaking research projects is independently entitled to the intellectual
property rights in their research achievement, and to lawfully decide at their own
will, on the matters of exploitation, licensing, assignment and conversion of their

intellectual property, and obtain benefits there from.?*

23 The Bayh-Dole Act, Pub.L.No. 96-517 (1980) (enacted as 35 U.S.C. §§ 200-12).

2% Several Provisions on the Administration of Intellectual Property Rights in Research
Achievements of the State  Research  Projects), Art. 1, available at
http://gzbaiyun.gov.cn/That/kepu/kzhence/kpzc3.htm  (source title translated from original
Chinese language source).
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Obviously, this provision of the Draft Amendment was not adopted. It can
be said that is because this issue deals with many policies and are highly
involved in many aspects, and it is not wise to revise such issue at present. It can

be predicted that this issue shall be resolved by provision at the level of national

policy.

B. The Determination of Patent Infringement and Types

1. Equivalent Infringement

The principle of equivalent infringement is a system for determination of
patent rights which originates and develops from the practice of the United States
and patent lawsuits. Before the SIPO submitted the Draft Amendment, it
promulgated the Edition for Soliciting Comments (the Soliciting Edition). *®
The Soliciting edition clearly provides the principle of equivalent infringement
and the principle of prohibition of going back on one& words. As for this
provision, reflections domestically and abroad are different. Many Chinese
companies and patent agencies express their approval; while the domestic
judicial organs and some experts, scholars oppose it. 2 The reason is that in the

technology field, at present foreign patentees still occupy the dominant status.

The application of the equivalent principle actually enlarges the scope of

25 gee Draft Amendment Edition for Soliciting Comments, available at
http://www.cqvip.com/qk/97762X/200609/22790243.html (source title translated from original
Chinese language source).

26 51pO Document, supra note 7, at 69.
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protection of a patent rights determined by the contents of the right claims, and
obviously benefits foreigners and hinders the domestic innovation and
development. At the same time, in the judicial practice of the patent, the
equivalent principle is not a general principle to determine the patent
infringement, but an exception. Even in the United States which established the
principle, the Patent Law does not provide this principle.?*” Furthermore,
Several Provisions of the Supreme People’s Court on Several Issues Concerning
Laws Applicable to the Trial of Patent Disputes formulated in 2001, has the
interpretation concerning the equivalent principle. °®® Even if this principle is
not provided in the patent law, its application in the judicial practice would not
be affected. The 2009 Patent Law adopts these opinions, but does not provide the

equivalent principle.

2. Indirect Infringement

207 See 35 U.S.C. § 271 (2006).

208 gee Article 17 of the said Several Provisions. Paragraph one thereof provi
extent of protection of the patent right for invention or utility model shall be determined by the
contents of the claims. The descriptions and the appended drawings may be used to interpret the
claimso referred to in the first paragraph of Arti
protection of the patent right shall be determined by the extent which is determined by the
necessary technological characteristics clearly indicated in the claims, and shall also include the
extent determined by the characteristics that are equal to those necessary technological
characteristics. Paragraph 2 provides that Athe eq
use similar means, realize similar functions and achieve similar effects as the technological
characteristics indicated in the claims, and that the ordinary technological personnel of this field
may think out without creative work. o
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Indirect patent infringement is also content which many foreign enterprises,
some domestic enterprises, experts and scholars propose to add in the course of
revision of the patent law. Generally, it can be construed as the acts that the actor
knows another person has engaged in during the infringement of a patent right,
but still provides him with the part or equipment he needs, though the part or
equipment itself is not subject to the protection of the patent right. Indirect patent
infringement is obviously enlarged protection of patent rights, because it covers
the product which is connected with patent infringement, but has not itself been
granted a patent right. Since the provision on the indirect patent infringement
directly relates to the public interests and the interests of the patentee, and the
patentee can claim his right against the direct infringer, and the civil law permits
the right owner to claim his right against the co-infringers,?®® the Draft
Amendment does not provide indirect infringement; neither does the 2009 Patent

Law.

C. The Nature of the Patent Invalidation Procedure

299 For example, Article 130 of the GPCL provides th a tif twé or more persons jointly
infringe upon another personbés rights and cause h
Acrticle 148, paragraph one of the S P COp#ions on Several Issues Relating to Implementation of
the General Principles of the Civil Law Tentative provides that, a person who abets or assists
another person in performing an infringing act in a joint infringer, and shall jointly and severally
bear the civil liability. Seealso SPC’ s Noti ce on | ssueser@afesoffTerritori al
Patent Infringement, J une 29, 1987, providing that AWhere one |
or entrust another person with the exploitation of
the licensee or entrustee has exploited the patent, then both parties constitutes joint
infringement. o0 Of <cour se, in China, the system of
infringements of patent.
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As for the nature of the patent invalidation procedure, the Patent Law of
China treats it as a concrete administrative act. Based on the principle of the
Administrative Procedural Law, both the 1992 Patent Law and the 2000 Patent
Law provide that the party concerned is dissatisfied with the decision of the
Patent Reexamination Board (hereinafter PRB) on declaring the patent invalid or
maintaining the patent, it or he may institute a legal proceeding with the people®
court within three months from the date on which it or he receives the notice.?*°
The difference between the two Laws is that the former is merely applicable to
invention patent; the latter is applicable to the patent for invention, utility model,
and design. The 2000 Patent Law makes this revision as an embodiment of
implementation of the Trips Agreement.211

In the judicial practice of China, the people® court handles the patent
invalidation dispute arising under this provision as the administrative dispute.
That is, the plaintiff of the case is the party who is dissatisfied with the

invalidation ruling, the defendant is the PRB. The lawsuit goes in accordance

20 geeChinese Patent Law 1heret® applidemt for.a paterBfor par a.
invention, the patentee of an invention or the person who made the request for revocation of the
patent right for invention is not satisfied with the decision of the Patent Reexamination Board, he
or it may within three months from the date of receipt of the notification institute legal
proceedings in the people'scourtd0 ) , and Chinese Patent hetethow 2000,

patentee or the person who made the request for invalidation is not satisfied with the decision of
the Patent Reexamination Board declaring the patent right invalid or upholding the patent right,
such party may, within three months from receipt of the notification of the decision, institute
legal proceedings in the people's court. The people's court shall notify the person that is the
opponent party of that party in the invalidation procedure to appear as a third party in the legal
proceedings. 0

21 gee Article 62 (5) of the Trips Agreement.
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with the procedure provided by the Administrative Procedural Law, and the form
of decision is administrative decision. 212 Since the PRB participates in the
lawsuit in a position of a defendant, it will devote much energy to the lawsuit,
and thus affect the development of examining the request for patent invalidation.
In the course of revising, whether the administrative lawsuit nature of existing
patent invalidation should be changed into civil lawsuit, by which the party who
requests to declare patent invalid can institute a legal proceeding with the court
in the form of civil dispute, is one of the hot topics in discussion. However, the
2009 Patent Law does not make any changes to current procedures. This reflects
that the legislators have not reached an agreement concerning this issue, and it

needs to be solved in the future.

D. Provisions on Patent Litigation Limitation and Right Invalidation

The patent litigation limitation relates to time limits of substantive rights
protection for patentee. Article 62 of the 2000 Patent Law provides with the issue
of litigation limitation of patent infringement, of which paragraph one provides

that the suit must be instituted withinit wo year s count ed

212 According to the provisions of the Administrative Procedural Law of China, the patent
admi ni strative dispute is under exclusiyv
Beijing City, China. But in the practice, not all the disputes are tried by the administrative
division of the court, and part of the disputes over invalidation declaration are tried by the
intellectual property division. With the advances of integration of trials, this problem will no
longer exist in the future. What we call the integration of trials here refers to the intellectual
property di vi sdoutiear allf types ¢f easespcanaerpimg enteltectual property
disputes, including civil, administrative, and criminal cases.
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the patentee or any interested party obtains or should have obtained knowledge

of t he i nFurtherntgrovidegthat ct . 0

Where no appropriate fee for exploitation of the invention, subject
of an application for patent for invention, is paid during the period
from the publication of the application to the grant of patent right,
prescription for instituting legal proceedings by the patentee to
demand the said fee is two years counted from the date on which
the patentee obtains or should have obtained knowledge of the
exploitation of his invention by another person. However, where
the patentee has already obtained or should have obtained
knowledge before the date of the grant of the patent right, the
prescription shall be counted from the date of the grant.

There is a problem difficult to solve in the implementation of the provision.
Sometimes the patentee or the interested party knows or has reasons to know that
another person has exploited the invention for more than two years. Whether the
infringer shall, without the limitation of actions, bear the liability for the
compensation for damage arising out of the infringing acts two years before,
calculated from the date on which a legal proceeding is instituted is unclear.

In order to solve this problem, the Supreme People& Court promulgated
Several Provisions on Issues Concerning the Application of Law for the Trial of

Patent Disputes, which provides:

Where the right owner brings an action after the two years, and the

act of patent right infringement is still continuing when the action

is filed, the peoplebds court shall rul
the act of infringement during the period of validity of that patent

right, and the amount of compensation for the damages caused by

the infringement shall be that of two years, counting backward

from the day on which the right owner brought the action to the

peopl e®Bs court

213 See Several Provisions on Issues Concerning the Application of Law for the Trial of
Patent Disputes, Art. 23. Available at
http://mww.fengxiaogingip.com/jieshi/jieshi-zI/20060626/40.html
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This provision partially solves the problem of limitation of actions which occurs
in the judicial practice of patent infringement, but still some problems need to be
solved. For instance, with regard to ceaseless patent infringement, whether the
patentee or the interested party may institute a lawsuit against the patent
infringement during the valid period of the patent right from the date on which
he knows or should have known the infringing acts remains unclear. If he is
allowed to do that, it will do no good to the stability of social relationships and to
the active exercise of rights by the rights owner. Considering this, Article 72 of
the Draft Amendment draws upon the provision of the law of the United States
that necessary limits shall be imposed on the negligence to exercise rights. 2
However, the 2009 Patent Law does not adopt the provision of the Draft
Amendment, but maintains the original provisions. The consideration of the Draft
Amendment is, after all, only a part of the development in patent protection in
China. The existing judicial interpretation has made some provisions concerning

the main problems in the practice. In the future, under the assumption that the

24 seeDr aft Amendment, Art. 72 (providin
instituting | egal proceedings in a peop
for treatment at the expiration of the statute of limitations, is retroactively entitled to the
compensation for damages caused by the act of infringement taking place within two years from
the date of taking proceedings or requesting treatment; where without justification, the patentee
or interested party institutes proceedi
department for treatment three years after the expiration of the statute of limitations, it or he is
not entitled to claims damages for the act of infringement taking place before the date when it or
he institutes proceedings or request treatment. Under the above circumstance, where the act of
infringement continues when lawsuit is instituted or treatment is requested, it or he may request

the peopleds court or the patent administrative

infringement i mmediately. o).
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provisions of the law are maintained, an important way is to improve the
provisions of judicial interpretation.

The right invalidation system is also one of the topics discussed in the
course of revision of the Patent Law, and is absorbed by the Draft Amendment.
The basic consideration is that, in the practice, some patentees have known that
another person has infringed upon his patent rights, but adopt the strategy of
leaving the infringer at large to apprehend him afterwards or fbreeding fish by
turning on watero. At the beginning of patent infringement, the patentee takes
some actions or makes some expressions or keeps silent to make the entity or
individual exploiting his patent have reasons to believe that the patentee or the
interested party will not claim rights for the exploitation. When the exploitation
of the patent reaches a certain scale and obtains substantial benefits, the patentee
begins to ficatch fish by casting netso. But at this time, the exploiter is likely to
have invested a large amount of funds, equipments, raw materials, based on the
belief that his act does not constitute infringement. If the patentee is allowed to
claim his rights under any conditions, it will foster the abuse of rights, and
thereby damage public interests, and will do no good to the stability of social and
economic order. On this basis, Article 73 of the Draft Amendment provides the

patent invalidation system. 215

2 This Article provide that fAWhere a
patentee or an interested party make the entity or individual that exploits the patent at issue have
the reason to believe that the patentee or the interested party will not claim its or his rights
against the exploitation, and it or eftthe
patent administrative department for treatment, and the claim is obviously a breach of the
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However, the 2009 Patent Law does not adopt the invalidation system.
Although the provision of the Draft Amendment has its rationality in helping to
prevent the abuse of the patent right, urging the patentee to exercise his rights in
time, it is likely to produce negative effects in practice. That is, the exploiter may
abuse this provision to find excuse for his exploitation of the patent. In addition,
the said provision has some difficulty in evidence collection, and thus affects its
functionality in practice. Therefore, it is not unreasonable that the 2009 Patent

Law does not provide the issue of the invalidation system.

E. Prohibition of Litigation in Bad-Faith

Generally speaking, the patentee has rights to bring a lawsuit against the
patent infringer or to request the patent administrative department to deal with it.
This is also the basic meaning of the patent protection. However, the patent law
is a system for balancing patent protection and safeguarding of the public
interests. However, it does not follow that there are not any limits on the rights of
the patentee. One of the important aspects is that the patentee may not abuse his

rights, or institute malicious legal proceedings.
In the Patent Law of China, to obtain patent rights for utility model and
design does not need to go through the substantial examination. This makes it

possible that in the practice, some illegal actors will make use of this system to

doctrine of good-faith, it or he is not entitled to be compensated for damages for the exploitation

before the date on which the litigation is instituted or treatment is requested, nor is it or he

entitled to request the peoplebdbs court or patent acf
or individual to cease its or his exploitation. 0
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apply for patent for the knowingly prior art or design, and immediately accuse
others of infringing upon his patent rights after he has obtained patent right.
Therefore, he can then request the defendant to stop infringing acts and
compensate for the damage. Even for the invention patent which goes through
substantial examination, it is also difficult to definitely prevent others from
applying for patent for the prior art. The said act, in essence, is a kind of unfair
competition. It will cause serious damage to lawful interests of the accused

infringer. Based on this, Article 63 of the Draft Amendment provides:

Where a patentee, who clearly knows that his patented technology

or design is a prior art or design, in the name of the infringement of

his patent right, takes proceedings in a peopl eds court against
another person, or requests a patent administrate branch to deal

wit h, the accused infringer may petit.i
compensate for damages caused by the accusation.*°

However, in the 2009 Patent Law, the provision on prohibition of malicious
litigation has not been adopted. Though in the practice the possibility of
malicious litigation exists, it is not proper to provide it as a basic legal provision.
The reason is that this provision is likely to be abused. Just like in litigation of
patent infringement, the defendant will generally request to declare the patent

invalid to withstand the grant of patent. At the same time, even if it is not

218 To make this provision is also to take into account of the provisions of the Trips
Agreement. Under the provision of Article 48, paragraph one thereof, the judicial authorities shall
have the authority to order a party at whose request measures were taken and who has abused
enforcement procedures to provide to a party wrongfully enjoined or restrained adequate
compensation for the injury suffered because of such abuse. The judicial authorities shall also
have the authority to order the applicant to pay the defendant expenses, which may include

appropriate attorneyds fe
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provided, the defendant still can claim compensation in accordance with the

provisions of the Civil Procedural Law of the P.R.C.

X.  CONCLUSION

Patent law is an important law in a countriesdintellectual property system.
Particularly, it is closely related to national progress of science and technology;,
as well as innovation. The amendment of patent law is the embodiment of
enhancing the function and role of patent system of a country. And China®
Patent Law is no exception. Every amendment of China& Patent Law has its
specific historical background and reasons. However, as compared with the
revision of the 1992 and 2000 Patent Law, the most recent amendment to the
Patent Law is based more on the domestic demand. When China& economy
maintains rapid growth, and science and technology develops very fast,
inventions-creations increase constantly and the trend of internationalization of
patent system becomes increasingly evident, China®& Patent Law will carry more
historical mission. The amendment of the Patent Law deals with a lot of changes
and reform, from the aim of legislation to the requirement to grant a patent right,
patent application, to patent protection and limitation. We have reason to believe
that, in the new situation where China is vigorously promoting national
intellectual property strategy, implementing independent innovation policy and
building an innovation-oriented country, the 2009 Patent Law will play a more

important role in promoting China& scientific and technological progress and
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innovation, enhancing innovation capability and promoting China® economic

and social developments.
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