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The 4th amendment to the Patent Law of China 2
— Application of Punitive Damages

Chinable IP
Senior Founder Partner, Patent Attorney

William XU

On 3 March 2021, the Supreme People’s Court of China released the ‘Interpretation
on the Application of Punitive Damages to the Trial of Civil Cases of Infringement of Intellectual
Property Rights’ (Interpretation). It defines the nature and timing of the claim in punitive damages
cases, the finding of intentional and serious circumstances, and the determination of the base and
multiple of the calculation.

The following is a summary of the specific requirements for the application of the

Interpretation.

1. Requirements for the application of punitive damages for infringement

The Interpretation in Article 1 stipulates that where the plaintiff claims that the
defendant has intentionally infringed the intellectual property rights owned by the plaintiff and
that the circumstances are serious, and requests a judgement ordering punitive damages, the
People’s Court shall examine and deal with it by the law. The defendant must be subjectively
intentional and the circumstances of the infringement must be objectively serious to apply the
punitive damages provision. The criteria for determining subjective intent and objective
seriousness of the circumstances are set out in Articles 3 and 4 of the Interpretation. These articles
list the specific considerations for the decision and the cases in which intent and seriousness can
be found. For example, Article 3 states that Courts shall comprehensively consider factors such as
the type of the infringed intellectual property rights, the status of rights and the popularity of
related products, the relationship between the defendant and the plaintiff or interested parties.

The following is a list of five specific circumstances in which intent is determined.
1. The defendant continues to commit the infringing act after being notified or warned

by the plaintiff or the interested party.
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2. The defendant or its legal representative or manager is the legal representative,
manager or actual controller of the plaintiff or interested party.

3. The defendant and the plaintiff or the interested parties have relationships such as
employment, labour cooperation, licensing, distribution, agency and representative, and have been
in contact with the infringed intellectual property rights.

4. The defendant has business dealings with the plaintiff or interested parties or has
negotiated for contracts, etc., and has been in contact with the infringed intellectual property
rights.

5. The defendant committed acts of pirating or counterfeiting registered trademarks.

In cases of patent infringement, 1-4 above may apply. On determining if circumstances
are serious, Article 4 states that Courts shall comprehensively consider the infringement methods,
the frequency, the duration, geographical scope, scale, consequences of the infringement, and the
infringer’s actions in the lawsuits.

The following is a list of six specific situations that can be identified as serious :

1. After being punished by an administrative penalty or a court decision for
infringement, he commits the same or similar tort again.

2. Taking the infringement of intellectual property rights as its business.

3. Forging, destroying, or concealing evidence of infringement.

4. Refusal to perform the preservation ruling.

5. The infringement gains huge profit or the right holder suffers huge losses.

6. Infringement may endanger national security, public interests, or personal health.

In addition to the specific circumstances listed above, the Article also includes any
other circumstances that can be determined as serious. For example, there may be cases where the
circumstances are determined as serious due to obstruction of proof.

The Supreme People’s Court issued ‘Typical intellectual property cases issuing
punitive damages’ on 15 March 2021. And the Court referred to the appeal in the Carbopol trade
secret infringement dispute case ((2019) Zui Gao Fa Zhi Min Zhong No.562) concerning the
requirement to consider the ‘circumstances are serious’.

In this case, when Anhui Newman was ordered in the first instance to provide the
profit data, the financial records, and original documents by the deadline, it only submitted the
balance sheet and profit and loss statement but refused to submit the financial records and original
documents without any justification. The Court determined obstruction of proof in this case

because the action had prevented from fully revealing the benefit of infringement. It judged that
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the defendant must bear the adverse legal consequences and issued five times upper limit punitive
damages.

In this way, the Interpretation clarifies the requirements for the application of punitive
damages and unifies the application standards of the People’s Court at different levels. It is

expected that this will lead to greater protection of intellectual property rights.

(Translated by TIIP)



