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Regarding a Decision Accepting
Liability for Punitive Damages
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The Korean National Assembly introduced a punitive damages system through
amendments to the Patent Act on January 8, 2019, and the Trademark Act in October 2020. It
triples the amount of damages for willful infringement of patent and trademark rights. In addition,
the National Assembly expanded the limit of punitive damages from three times to five times by
the Enforcement Amendment Act of August 2024.

However, until now there have been a few cases in practice in which punitive damages
have been awarded for patent or trademark infringement. Therefore, there has been an active
debate in the Patent Act and the Trademark Act as to how this system should be applied or
operated in actual cases.

Recently, punitive damages were awarded in two cases : one for damages for patent
infringement (Busan District Court, 2023Ga42160, hereinafter “District Court Decision”) and the
other for damages for trademark infringement (Patent Court, 2023Nal1399, “Patent Court
Decision”). From the Court’s attitude in these decisions, we can identify key points regarding the
operation of the punitive damages system.

First, based on the Supplementary Provisions related to the triple punitive damages
provision, the opinion was expressed that the amended provision does not apply to cases in which
the infringement first occurred before the effective date of this law (Intellectual Property News,
April 20, 2024, No.1066).

However, both decisions by the District Court and the Patent Court were cases in
which the acts of infringement began before the enforcement of the Revised Act. In both cases,
the Court ruled to increase the amount of damages for infringements committed after the effective
date of the Revised Act. These clarify that the punitive damages provisions may apply even if the
infringement began before the effective date of the Revised Act.

Second, on the meaning of “willfulness” which is a subjective factor for the application
of punitive damages provisions. The provisions are punitive to impose strong civil sanctions for
conduct that may be socially reprehensible. About this point, the traditional argument has been
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that “willfulness” as a subjective factor in punitive damages provisions means the existence of the
possibility of blame to the defendant’s conduct, which is different from the concept of willfulness
in civil and criminal law (Yonsei Law Journal No.39 (July 2022), pp.67-107).

The District Court’s Decision found willfulness because the defendant sent the
plaintiff an agreement to use the patented invention in question and the plaintiff sent a notice of
injunction against infringement of the patent right. The Patent Court’s Decision pointed out that
the defendant infringed recognizing that the sale of the infringing products constituted trademark
infringement concerning each of the registered trademarks in the case and that the defendant was
aware of the possibility that the plaintiff would suffer damages because of the infringement given
the course between the plaintiff and the defendant.

The position of these decisions suggests that “willfulness” in the punitive damages
provision is virtually synonymous with “willfulness” as a requirement for finding infringement
under the Patent Act and Trademark Act.

Third, the Patent Act (each of Article 128, Section 9) and the Trademark Act (each of
Article 110, Section 8) provide eight considerations for finding liability for punitive damages.
Regarding these matters, the District Court’s Decision considers only the degree of willful intent
or awareness of the threat of damage and the economic benefit gained by the defendant through
the act of infringement. Therefore, based solely on the factual findings in the District Court’s
Decision, it is unclear whether the case is so socially reprehensible as to warrant a special finding
of liability for punitive damages, unlike the previous cases. On the other hand, unlike the District
Court’s Decision, the Patent Court’s Decision considers the status of the infringer and the degree
of efforts made to remedy the damages to determine whether the defendant’s conduct constitutes
“reprehensible conduct”. Specifically, the Court considered that the defendant, as a leading
company in the relevant industry, is large enough to block the plaintiff's business opportunities,
and that the defendant posted advertisements displaying the infringing trademark on social
networking sites, etc. despite the court’s decision to impose indirect enforcement after mediation.

Finally, on the award of damages. The District Court’s Decision calculated the amount
of damages based on the amount of profit earned by the infringer by Article 124, paragraph 4 of
the Patent Act, and awarded an additional 50% punitive damages (1.5 times), taking into
consideration various circumstances. The Patent Court’s Decision, because of the difficulty in
determining the specific amount of damages incurred by the plaintiff, calculated the amount of
damages based on the entire pleadings and awarded 100% additional punitive damages (2 times),
also based on the evidence and the entire pleadings. However, neither decision provided a specific
explanation as to the basis and method used to formulate the punitive damages award.

In conclusion, the two decisions are significant in that they represent the first
application of the punitive damages provision under the revised laws. However, the limitation is
that no specific basis for the finding of punitive damages liability or the calculation of the amount
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of damages has been presented.

Korean civil law, in principle, recognizes liability only for damages incurred.
Therefore, it is appropriate for the punitive damages provision to be applied to particularly
exceptional cases that are highly likely to be socially reprehensible. On the other hand, the amount
of damages for patent and trademark infringement awarded by Korean courts to date has been
extremely small compared to the actual damages incurred, which is insufficient to provide relief
to the victims. To solve these problems, I suggest that rather than recognizing liability for punitive
damages, it would be desirable to objectify and rationalize the calculation of the amount of
damages. To this end, the US system of disclosure of evidence should be actively introduced, and
a system that enables concrete proof of actual damages should be established.

(Translated by TIIP)



