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COMMENTS OF THE AMERICAN BAR ASSOCIATION’S SECTIONS OF
ANTITRUST LAW, INTELLECTUAL PROPERTY LAW, AND
INTERNATIONAL LAW ON DRAFT FOR PUBLIC COMMENT OF THE
INTERPRETATIONS OF THE SUPREME PEOPLE'S COURT ON CERTAIN
ISSUES CONCERNING THE APPLICATION OF LAW IN THE TRIAL OF
PATENT INFRINGEMENT CASES (1)

August 29, 2014

The views stated in this submission are presented only on behalf of
these Sections of the American Bar Association. These comments
have not been approved by the ABA House of Delegates or the
ABA Board of Governors, and therefore may not be construed as
representing the policy of the Association.

The Sections of Antitrust Law, Intellectual Property Law, and International Law
(together the “ Sections’) of the American Bar Association (“ABA™) welcome the opportunity to
provide comments on the Draft for Public Comment of Interpretations of the Supreme People's
Court on Certain Issues Concerning the Application of Law in the Trial of Patent Infringement
Cases (1) (the “Consultation Draft”).! The Sections appreciate the Supreme People’s Court’s
(“SPC”) efforts to provide increased transparency and guidance, and the opportunity to provide
comments. The comments on Articles 1, 10, and 24 are the views of the Sections of Intellectual
Property Law (“SIPL”) and International Law (“SIL”) only and do not reflect the views of the
Section of Antitrust Law (“SAL”) or the ABA as a whole. SAL joins only the comments on
Articles 27 and 30. The Sections' comments reflect the expertise and experience of its members
with intellectual property and competition law in the United States and other jurisdictions.

Article1l

Article 1 provides that when there are two or more claims in the patent, a patentee
shall specify in the complaint the infringed claim, and that when a patent holder fails to specify
the claim that is infringed despite the court’s instruction to do so, the court may presume that all
independent claims are alleged to be infringed. The wisdom of such arequirement is the subject
of debatein the United States. SIPL and SIL advise that, while the lack of such arequirement may
encourage frivolous infringement claims and waste scarce judicia resources, imposing such a
requirement may deter meritorious claims, especially since the details regarding infringement may
be in the control of the aleged infringer.? The concerns about such a requirement may be

1 The Sections' Comments on the Consultation Draft are based on an unofficial translation, which is appended to these
Comments as Appendix 1. On August 15, 2014, the Sections submitted comments on the Public Comment Draft of
the Supreme People's Court’s Decision on Revising Application of the Law in the Hearing of Patent Dispute Cases
(“Sections' JI (1) Comments”), appended as Appendix 2 for ease of reference.

2 For discussions of the controversies over the need for specificity in pleading patent cases, see M. Andrew Holtman,
et al., Avoiding Dismissal in Patent I nfringement Cases: An Update on the Twombly/Igbal Pleading Standard, 26 No.
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exacerbated in legal systems where discovery is much more limited than in the United States,
which provides expansive discovery.® On the other hand, a patent holder could specify that every
claim has been infringed as long as there is some basis for believing there is infringement, so that
a specificity requirement may have little practical effect. If such a requirement is nonetheless
imposed, then the orderly administration of justice suggests that there should be consequences for
non-compliance that is without justification. Therefore, if such a requirement is imposed, SIPL
and SIL respectfully recommend that, unless the patent holder shows that for reasons beyond its
control it cannot at that stage of the lawsuit specify the claims infringed, the complaint may be
dismissed with the opportunity to file a complaint that does specify the claims infringed.*
Otherwise, the patent holder will be permitted to proceed with the lawsuit despite ignoring without
any justification the requirements and instructions of the court and it may be better not to establish
the requirements to begin with.

Article 10

Article 10 is directed to functional claims. The second paragraph of Article 10 sets
forth standards for determining whether the technical features at issue are “identical” at the time
of the filing of the patent application, providing that the court should find identity when the
allegedly infringing feature “performs the same function in substantially the same way and
achieves the same effects’ as the patented feature. It appears to establish a standard for finding
direct infringement of functional claims, setting the time of filing of the patent application as the
reference point for the determination to ensure consistency with the actions of the Patent
Examination Office. The third paragraph of Article 10 provides that the court should find
equivalence after the filing of the application and before the occurrence of an alleged infringing
act, when an allegedly infringing feature “ performs substantially the same function in substantially
the same way and achieves substantially the same effects’ as the patented feature. It appears to
establish the doctrine of equivalence for functional claims. The need and wisdom of establishing
distinct standards for functional claims is the subject of much debate.® If a distinct standard for
functional claimsis established, the question of what would be the appropriate distinct standard is

5 Intell. Prop. & Tech. L.J. 10 (2014), and Jonathan L. Moore, Particularizing Patent Pleading: Pleading Patent
Infringement in A Post-Twombly World, 18 Tex. Intell. Prop. L.J. 451, 453-54, 469-506 (2010).

3 Even in the United States, the controversy over specificity in pleading is based on the difficulty of knowing at the
outset what claims are infringed. If the claims cover a product, the patent owner can buy the product and examine it
before bringing a complaint. But simply inspecting a product cannot in general detect whether process claims have
been infringed. Discovery allows for further factual examination. See M. Andrew Holtman, et al., 26 No. 5 Intell.
Prop. & Tech. L.J. at 14.

4 For illustrations of how U.S. courts deal with pleading in patent cases, see Actus, LLC v. Bank of Am. Corp., No.
2-09-cv-102-TIW, 2010 WL 547183 (E.D. Tex. Feb. 10, 2010); Teirstein v. AGA Med. Corp., No. 6:08cv14, 2009
WL 704138, at *3 (E.D. Tex. Mar. 16, 2009); and K-Tech Telecomms., Inc. v. Time Warner Cable, Inc., 714 F.3d
1277 (Fed. Cir. 2013) (discussing Form 18 in regards to the standards set forth in the Supreme Court’s decisions in
Igbal and Twombly).

5 See Mark A. Lemley, Software Patents and the Return of Functional Claiming, 2013 Wis. L. Rev. 905 (2013);
Stephen Winslow, Means for Improving Modern Functional Patent Claiming, 98 Geo. L.J. 1891 (2010).



al so subject to debate. These two paragraphs indicate an approach to functional claimsthat appears
inconsistent with that of the U.S. and other developed patent jurisdictions, which address
functional claims questions in the reviewing the patent and consider them in light of the common
criteria of subject matter, novelty, non-obviousness/inventiveness, and usefulness.® The standard
apparently established by the third paragraph of Article 10 may facilitate infringement claims by
determining that a technical feature that performs substantially the same function in substantially
the same way with substantially the same effects infringes. Moreover, the reference in both
paragraphs to “is obvious to an ordinary person skilled in the art without creative efforts’
potentially raisestheissues of obviousness and therefore validity in acontext that would not appear
to involve them.

Article 24

Article 24 states that “[w]here a subsequent product derived from the further
processing or treatment of a product that is directly derived from the patented method is further
processed or treated, a people’s court shall find that the act is not using a product that is directly
derived from the patent method as specified in Article 11 of the Patent Law.”” Article 24 appears
to be intended to distinguish such acts from those addressed in Article 13.2 of the SPC’s 2010
Interpretations on Certain Issues Concerning the Application of Law in the Trial of Patent
Infringement Cases, which provides that “[t]he act of further processing or treatment of a product
that is directly derived from a patented method to obtain a subsequent product shall be found by a
peopl€e's court as the act of using a product that is directly derived from the patent method as
specified in Article 11 of the Patent Law.”

However, it is unclear whether or not the act described in Article 24 indirectly
infringes the patented process.® Further, although Article 24 makes no reference to sale, the
provision might be interpreted to refer to the exhaustion doctrine, to provide that the further
processing or treatment of aproduct that is directly derived from the patented method exhausts the
patent right, and the patent will not cover the further processing or treatment of the subsequent
product. Therefore, if SPC considers the act of the processing or treatment of the subsequent
product not to infringe the patented claim either directly or indirectly, SIPL and SIL respectfully
recommend that SPC revise Article 24 and expressly clarify that this act does not infringe.

6 See John F. Triggs, Functiona Claiming: § 112 6 Still Difficult After All These Years, 3 No. 2 Landslide 30 (2011);
Windlow, supra note 5.

" Article 11 of China’'s Patent Law defines direct infringement of a patent. Patent Law (promulgated by the Standing
Comm. Nat'l People’s Cong., Dec. 27, 2008, effective Oct. 1, 2009), art. 11 (China) (“Patent Law”).

8 Under U.S. law, use of an item created by a patented process may be infringement, so that the sale of an item
produced by a patented process may be indirect infringement. 35 U.S.C. § 271(g).



Article 27

Voluntary, industry-led, consensus-based standards setting can play an important
role in promoting innovation, increasing efficiency and consumer choice, and leading to lower
prices and greater output. However, collaborative standard setting is not without risks. In
particular, to mitigate the risks of opportunistic exercise of market power after the standard is set,
many standard-setting organizations (“ SSOS") require those wishing to participate in the standard-
setting process to disclose the existence of any patented technol ogy they own that may be essential
to implement the standard and voluntarily commit to license their standard-essential patents
(“SEPS’) on fair, reasonable and non-discriminatory (“F/RAND”) terms. Thisvoluntary F/RAND
commitment balances the interests of those participating in the collaborative standard-setting
process by ensuring that implementers will be permitted to produce standard-compliant products
without the threat of royalty “hold-up” and a patent holder will receive reasonable, market-based
compensation for its innovation. A patent holder benefits from licensing its SEPs on FFRAND
terms becausg, if its patented technology is adopted and the standard is widely adopted, the patent
holder has the potential to earn royalties on a larger volume of sales. On the other hand, the
F/RAND licensing of the technology facilitates adoption of the standard, which leads to further
innovation and increases consumer welfare. Neither U.S. nor EU law, however, requires
companies that do not participate in an SSO to license on F/RAND terms or at al. Given the
fundamental right of a patent holder to exclude others from using its invention during the period
of the patent, it is essential that the FFRAND commitment be limited to situations in which the
patent holder voluntarily participates in and subjects itself to the SSO process. A contrary rule
risks confiscating the value of a patent holder’ s invention and discouraging innovation.

The first sentence of the first paragraph of Article 27 provides that when non-
compulsory national, industrial, or local standards explicitly disclose information of a patent that
is “relevant to such standards,” the accused infringer will not be permitted to alege non-
infringement by arguing that no license from the right holder is required for implementing such
standards. Werespectfully recommend that this sentence be revised to clarify that patents*“relevant
to such standards” refers to patents “essential to such standards’ that the right holder voluntarily
offered for inclusion in the standard. We further recommend that the first sentence be revised to
provide that the court will make a determination whether the patent is in fact essential to the
standard, and that the accused infringer will have the opportunity to prove non-infringement.

The second sentence of the first paragraph of Article 27 providesthat when a patent
holder violates F/RAND principles by negotiating license terms in bad faith, the court generally
shall allow the accused infringer to continue implementing the standard. We respectfully
recommend that the second sentence of the first paragraph of Article 27 be amended as follows:

Q) To clarify that it will apply only to situations in which the patent holder has made
an unambiguous voluntary commitment to license its SEPs on F/RAND terms;

2 To clarify that the patent holder is entitled to appropriate compensation for the
accused infringer’ s use of its patented technology;

(©)) To provide that the court will not permit the accused infringer to continue
implementing the standard when the accused infringer refuses a F/RAND royalty
license offer or unreasonably delays negotiations to the same effect; and

4



4 To clarify that the accused infringer bears the burden of proving that the patent
holder has negotiated in bad faith, and clarify the circumstances under which a
patent holder will be found to violate FFRAND principles by negotiating in bad
faith, so that “bad faith” by a SEP holder will not be found when a SEP holder
agrees that a court or mutually agreed arbitrator shall adjudicate F/RAND terms.

The first revision is necessary to ensure that standards development activity does
not lead to the misappropriation of technol ogies without the patent holder’ s consent, and to avoid
creating a substantial inconsistency between a patent owner’s obligations in China and in other
jurisdictions.® For example, the European Commission’s Guidelines on the Applicability of Article
101 of the Treaty on the Functioning of the European Union (“Article 101 Guidelines’) to
horizontal co-operation agreements state that Intellectual Property Rights policies of SSOs should
incorporate F/RAND principles, but they also reinforce that participation is voluntary by making
it clear that patent owners may exclude technol ogy from the standard-setting process and thusfrom
any commitment to license.’® Antitrust authoritiesin the United States similarly encourage (but do
not compel) the adoption of F/RAND policies by SSOs as contributing to follow-on innovation
utilizing standards.** A contrary policy could discourage international investment and innovation
by entitiesin China

The second revision is crucial to promote innovation by protecting innovators
ability to reap benefitsfrom their investmentsin research and development and commercialization
of new products. Depriving a SEP holder of its ability to recoup the value of its invention risks
discouraging participation in standards-setting and harming innovation in general, e.g., through
limiting standards’ robustness and technological sophistication.

Thethird revision is necessary to address reverse hold-up (also known as hold-out),
i.e., the situation in which a firm using the SEP unreasonably delays good faith negotiations
towardsaF/RAND license. Asthe U.S. and EU antitrust agencies have explained, injunctive relief
may be an appropriate remedy in certain circumstances such as when an accused infringer refuses
or constructively refuses to take a F/RAND license, or refuses to negotiate in good faith to
determine F/RAND terms.*?

® The Sections suggest that a mandatory imposition of a F/RAND commitment is inconsistent with the general
principle of China's Patent Law, that a patent owner should have discretion as to how to exercise its patent rights.
Patent Law, art. 11.

10 See Guidelines on the Applicability of Article 101 of the Treaty on the Functioning of the European Union to
Horizontal Co-operation Agreements, 2011 a O.J. (C 11) 1, para. 285, available at http://eur-
lex.europa.eu/LexUriServ/LexUri Serv.do?uri=0J:C:2011:011:0001:0072:EN:PDF; see also  Competition
Directorate-General, European Commission, Standard-essential patents, COMPETITION PoLICY BRIEF at 3, 5 (June
2014), available at http://ec.europa.eu/competition/publications/cpb/2014/008_en.pdf.

11 See U.S. DEP'T OF JUSTICE & U.S. PATENT AND TRADEMARK OFFICE, Policy Statement on Remedies for Sandard
Essential Patents Subject to Voluntary F/RAND Commitments at 56 (Jan. 8, 2013), available at
http://www.justice.gov/atr/public/guidelines/290994.pdf (“DOJ-PTO Policy Statement”).

21d. at 7 (referring to these types of conduct as a “ constructive refusal to negotiate”); see also Decision and Order at
8 §I1.E, Inthe Matter of Motorola Mohility LLC, and Google Inc., FTC Docket No. C-4410 (July 23, 2013), available
at http://ftc.gov/os/caselist/1210120/130724googlemotorolado.pdf; Commission Opinion at 63, In re Certain
Electronic Devices, Including Wireless Communication Devices, Portable Music and Data Processing Devices, and

5



The fourth revision is necessary to provide SEP holders with guidance on what
conduct constitutes “bad faith” negotiation of F/RAND terms. While no court or competition
agency to our knowledge has attempted to define what constitutes bad faith negotiation in the
F/RAND context, courts and agencies have made determinations on what constitutes a willing
licensee. Such determinations provide useful guidance on what does not constitute bad faith. The
European Commission, for example, has created a* safe harbour” approach from injunctive relief,
under which an implementer can demonstrate that itisa*“willing licensee”’ by agreeing that a court
or, if both parties agree, an arbitrator shall adjudicate the F/RAND terms in the event that
negotiations fail.*® Based on these determinations, we recommend that Article 27 be revised to
clarify that, at the very least, “bad faith” by a SEP holder will not be found when a SEP holder
agrees that a court or amutually agreed arbitrator shall adjudicate the F/RAND terms.

The second paragraph of Article 27 provides that when negotiations between the
partiesfail, acourt may decide the licensing terms. We first commend the Supreme People’ s Court
for recognizing that licensing terms should normally be determined through private negotiations
between the parties. However, as Article 27 recognizes, those negotiations may be unsuccessful.
To address those limited circumstances, we respectfully recommend that the second paragraph be
revised to clarify that an implementer may not unilaterally seek acourt determination of aF/RAND
royalty rate or other F/RAND terms in the absence of an assertion or threatened assertion of the
SEP by the SEP holder. Without this revision, implementers may have less incentive to privately
negotiate FFRAND termsand greater incentiveto instead seek court adjudication of /RAND terms
asafirst resort.

The Sections also respectfully recommend that Article 27 be clarified to provide
objective criteria for what constitutes “sufficient negotiation.” Such clarification is especially
important given the recognition that good faith negotiations are the preferred method of resolving
these issues. Without such clarification, both the patent holder and the infringer may have an
incentive to turn to litigation prematurely, before exhausting negotiations. Such behavior may
amount to hold-out or hold-up, and institutionally can over-burden thejudicial system. Conversely,
clarification of this term may ensure that good-faith negotiation is fully explored. Lastly, the
Sections recommend that Article 27 be revised to require courts, when determining licensing
terms, to recreate ahypothetical negotiation between the parties and to consider evidence of market

Tablet Computers, Inv. No. 337-TA-794, USITC Pub. 512742 (July 5, 2013) (defining reverse hold-up as an
“expensive litigation” scenario under which “an implementer utilizes declared-essential technology without
compensation to the patent owner under the guise that the patent owner’ s offersto license were not fair or reasonable”).

13 Memorandum from the European Commission MEM O/14/322, Antitrust decisions on standard essential patents
(SEPs) - Motorola Mobility and Samsung Electronics - Frequently asked questions (Apr. 29, 2014), available at
http://europa.eu/rapid/press-release MEMO-14-322_en.htm. See also DOJ-PTO Policy Statement, supra note 11;
Brief for FTC as Amicus Curiae Supporting Neither Party, Apple Inc. and NeXT Software, Inc. v. Motorola, Inc. and
Motorola Mobility, Inc.,, Nos. 2012-1548, 2012-1549 a 7-9 (Fed. Cir. Dec. 4, 2012), available at
http://www.ftc.gov/sites/defaul t/files/documents/amicus_briefs/appl e-inc.and-next-software-inc.v.motorola-inc.and-

motorola-mobility-inc./121205appl e-motorol aamicusbrief.pdf.



factors, for example, comparablelicenses (for the same patent and other similar patents) that would
bear on the appropriate royalty.'*

Article 30

Article 30 appears to impose compulsory licensing obligations when an alleged
infringer ceasing to practice the relevant patents would either (1) damage the “social public
interest” or (2) cause “serious interest imbal ance between the parties.”

Imposing a compulsory licensing obligation creates a significant risk of reducing
incentives for innovation and implementation to the detriment of consumers and society as a
whole. For example, acompulsory licensing requirement islikely to deter inventorsfrom investing
in risky and costly research and development if they are deprived of the right to exclude others
from using their patented technology. The technical quality of products that would otherwise have
used the patented technology will diminish, competition for making and selling products based on
such technology will be deterred, and demand for such products will be lessened.

The Sections respectfully request that the SPC delete the second ground for
imposing compulsory licensing (i.e., delete “or cause serious interest imbalance between the
parties’), and specify that afinding of “damage to the social public interest” will be rare and based
on specific enumerated factors that are unrelated to commercial interests.™® In addition, to comply
withthe World Trade Organization’ s Agreement on Trade-Rel ated Aspects of Intellectual Property
Rights (“TRIPS”), the Sections recommend that the SPC revise Article 30 to specify that, “ except
in cases of national emergency or other circumstances of extreme urgency or in cases of public
non-commercial use,” use without authorization of theright holder (i.e., acompulsory license) will
“only be permitted if, prior to such use, the proposed user has made efforts to obtain authorization
from the right holder on reasonable commercia terms and conditions and that such efforts have
not been successful within a reasonable period of time.”*® Lastly, to comply with TRIPS Article
31(c), the Sections recommend that Article 30 of the Consultation Draft be amended to specify
that “the scope and duration of such use shall be limited to the purpose for which it was authorized,
and in the case of semi-conductor technology shall only be for public non-commercia use or to
remedy a practice determined after judicial or administrative process to be anti-competitive.”

With respect to the determination of a reasonable royalty rate, the Sections
respectfully recommend that the SPC revise Article 30 to specify that courts will seek to recreate

14 See Sections' JI (1) Comments (Appendix 2).

15 The Paris Convention for the Protection of Industrial Property of 1883, to which Chinais a party, provides guidance
in Article 5 on the limited appropriate use of compulsory licensing.

16 TRIPS Art. 31(b). Members are not obliged to apply the conditions set forth in Article 31(b) when such use is
permitted to remedy a practice determined after judicial or administrative processto be anticompetitive. 1d. Art. 31(k).

Y Moreover, the Sections respectfully request that, to comply with TRIPS, Article 30 be revised to specify that any
use permitted under Article 30 shall be “predominantly for the supply of the domestic market.” TRIPS Article 31(f).



ahypothetical negotiation between the parties and consider evidence of market factors that would
bear on the appropriate royalty, as explained in detail in the Sections' JI (I) Comments (attached
as Appendix 2). In addition, to comply with Article 31(h) of TRIPS, the Sections respectfully
recommend that Article 30 of the Consultation Draft be revised to provide that “the right holder
shall be paid adequate remuneration in the circumstances of each case, taking into account the
economic value of the authorization.”

Conclusion

The Sections appreciate the opportunity to provide comments and are available to
provide additional commentsor to participatein any further consultationswith the SPC, asit deems

appropriate.

Appendices

1. Unofficial Trandation of Interpretations of the Supreme People’s Court on Certain Issues
Concerning the Application of Law inthe Tria of Patent Infringement Cases (1) (Draft for
Public Comment)

2. Comments of the American Bar Association’s Section of Antitrust Law, Section of
Intellectual Property Law and Section of International Law on the Public Comment Draft
of the Supreme People's Court’s Decision on Revising Application of the Law in the
Hearing of Patent Dispute Cases (Aug. 15, 2014)
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For the purpose of properly hearing patent infringement cases, the
Interpretations are formulated in accordance with the Patent Law of the
People's Republic of China, the Civil Procedure Law of the People's
Republic of China and other relevant laws and regulations and by
taking into account the judicial practice.

B

BRI EESRASAT P A AR ZE SR ), BRI R 24 S YRR 4
14 LU R R RN AR AR L MBI BRI ZE3K o RIS AR
HECE LB, NRIEBEN 2 ZRBUF B 2280, BUF
AT B, N B Be n] DA e BORIN a6 35 4 75 10 2k 57 BOF 22

Articlel

Where there are two or more clams in the patent clams, a patentee
shall state clearly which claim is infringed by an accused infringer in
the complaint. Where the complaint does not have such statement or

the statement is not clear, a people's court shall require the patentee to
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Ko make clarification; in case that the patentee refuses to do so after the
peopl€e's court explains its requirement, the people's court may presume
that the patentee chooses to assert al independent claims.
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Where a patentee alleges that an accused infringing technical solution
fals within the protection scope of an independent clam and a
dependent claim thereof, in case that the accused infringing technical
solution is found to fall within the protection scope of the independent
claim, a peoplée's court shall find whether or not the accused infringing
technical solution falls within the protection scope of the dependent
claim; in case that the accused infringing technical solution does not
fall within the protection scope of the independent claim, the people's
court may directly find that the accused infringing technical solution
does not fall within the protection scope of the dependent claim.

Where the accused infringing technical solution falls within the
protection scope of one or more claims asserted by the patentee, the
people's court shall find that the accused infringing technical solution
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falls within the protection scope of the patent right. That the accused
infringing technical solution falls within the protection scope of two or
more claims shall not affect the people's court to determine the amount
of damages.
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Article3

Where a claim asserted by a patentee in a patent infringement lawsuit
is declared invalid by the Patent Reexamination Board, a people's court
adjudicating the patent infringement lawsuit may dismiss the lawsuit
brought by the patentee based on the invalidated claim; in case that
there is evidence to prove that the Patent Reexamination Board's
decision of declaring the patent right invalid is revoked by an effective
administrative case judgment, the patentee may file a new lawsuit

again.
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Article4

For grammar, letter, punctuation, symbol, graphic and other errors in
claims, specification and drawings, where an ordinary person skilled in
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the art can clearly derive a sole understanding by reading the claims
and specification, a peopl€'s court shall affirm the sole understanding.
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Article5

If the textual meaning of the claim is clear but is in fundamental
conflict with the relevant descriptions of the written description of the
patent and does not belong to the circumstances as prescribed by
Article 4, the people's court shall determine the scope of patent
protection based on the recitations of the claim.

If the meaning of the claim is not clear and the scope of patent
protection based on the claim cannot be determined by any statutory
interpretation methodology and does not belong to the circumstances
as prescribed by Article 4, the people's court may dismiss the lawsuit.

If aparty to the litigation proves that an invalidation petitioner requests
the Patent Reexamination Board to declare the patent right invalid
based on the above-mentioned grounds before the issuance of the
judgment of the patent infringement litigation is made, the people's
court may stay the action.
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Article6

The clam construction made by a people's court shall be consistent
with the invention purpose of the patent. Where an accused
infringing technical solution has the technical defects of prior art that
the patent is intended to overcome, a people's court shall find that the
accused infringing technical solution does not fall within the protection
scope of the patent right.
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Article7

In determining whether or not an accused infringing technical solution
falls within the protection scope of a patent right, a people's court
usually shall decompose the patented technical solution and the
accused infringing technical solution into technical features, and
compare the corresponding technical features based on the outcome of
the decomposition.

A technical feature refers to a minimum technical unit that can
relatively independently perform a certain technical function and
achieve relatively independent effects in a technical solution.

Translation Provided by Beijing Anlie Law Firm
Any questions or suggestions, please email hejing@anjielaw.com.

5/28




(B N RIEBE R T 8 BRI LRI Sy RAF R R T i

R (2D (AFFHERE LR

Interpretations of the Supreme People's Court on Certain Issues
Concerning the Application of Law in the Trial of Patent
Infringement Cases || (For Public Comments)

B\

WRENG 5y —BRZ [BAFAE 7y EHESEER RO RN, A
FIEBE AT Az 1% 50— R R LR A d R S A0 L M
B Gy A S AR S L R AUR ZEK

BREENSE, GFLHEE. S, RO EH HIEA
B B RIBNSEAZ RIS AR, [ 55 B L AT BRI e H B I R B
ZAXERNHEET B . L. DS EESR. £Xm
BRI e 1 K B A HRE 5N FIBUE R 1 SR B ke 4R

Article 8

Where a patent at issue has direct relationships with another patent
such as divisional application, a people's court may carry out the claim
construction of the patent at issue by using this directly related patent,
the prosecution history documents, and the effective judgment in the
prosecution and invalidation proceedings of the directly related patent.

Prosecution history documents include the written materials filed by a
patent applicant or a patentee in the course of patent examination,
reexamination and invalidation actions, notifications of examination,
interview records, oral hearing records, effective decisions of the
reexamination and invalidation issued by the Patent Administration
Department under the State Council and the Patent Reexamination
Board.
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Article9

In determining the protection scope of a patent right by a people's
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court, the preamble portion and the characterizing portion of an
independent claim, and the reference portion and the limiting portion
of a dependent claim all have limiting function.
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Article 10

A technical feature as stated in terms of functions or effects thereof in a
claim, i.e. afunctional feature, refers to atechnical feature in which the
structures, compositions, steps, or the relations therebetween are
defined only through their functions or the effects achieved in an
invention, except that a party proves with evidence that the technical
term is a conventional one in the art or the technical content can be
directly and unambiguously derived merely from the claim itself by an
ordinary person skilled in the art.

Where being compared with a technical feature that is necessary to
achieve the above mentioned function or effect and is recited in the
specification or drawings, the corresponding technical feature of an
accused infringing technical solution can perform the same function in
substantially the same way and achieve the same effects and is obvious
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to an ordinary person skilled in the art without creative efforts at the
filing date of the patent, a people's court shall find that the
corresponding technical feature isidentical to the functional feature.

Where being compared with a technical feature that is necessary to
achieve the above mentioned function or effect and is recited in the
specification or drawings, the corresponding technical feature of an
accused infringing technical solution can perform substantially the
same function in substantialy the same way and achieve substantially
the same effects and is obvious to an ordinary person skilled in the art
without creative efforts after the filing date of the patent and before the
occurrence date of an accused infringing act, a peopl€e's court shall find
that the corresponding technical feature is equivalent to the functional
feature.
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Article11

For a closed claim of a composition, where an accused infringing
technical solution has other technical features in addition to all
technical features of the clam, a people's court shal find that the
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accused infringing technical solution does not fall within the protection
scope of a patent right, except that the added other technical features
are of the conventional amount of inevitable impurities.
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Article 12

Where an accused infringing technical solution cannot be fit in the use
environment that is specified by the use environment feature of a
product claim, a people's court shall find that the accused infringing
technical solution does not fall within the protection scope of a patent
right.
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Article 13

With respect to a technical feature in which the product is defined by
the preparation method in a product claim, where the preparation
method of an accused infringing product is neither identical nor
equivalent, a people's court shall determine that the accused infringing
technical solution does not fall within the protection scope of a patent
right.
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Article 14

With respect to a sequential step feature of a method claim, a people's
court shall find whether or not the change of the sequential step has
substantial impacts on the technical effects based on the claim, and by
taking into account the written description and drawings, and then
based on all the above determine whether or not the accused infringing
technical solution falls within the protection scope of the patent right,
except for the circumstance as prescribed in Article 15 of the
Interpretations.
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Article 15

Where aclaim uses words like “at least” for anumerical feature or uses
words like “firstly” to specify a sequentia step feature, and an ordinary
person skilled in the art would believe that the patentee specifically
emphasizes the strict limiting function of these words to a technical
feature, if the patentee alleges that a non-identical technical feature is
an equivalent feature, a people's court shall not support such allegation.
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Article 16

Where a patent applicant or a patentee amends a claim, a written
description or a response during the prosecution or invalidation
proceedings of a patent, an accused infringer contends that a technical
solution abandoned under the above circumstances does not belong to
the protection scope of the patent, and a right holder proves with
evidence that the amendment or statement is not accepted by an
examiner or has no causality with the result of the prosecution or
invalidation proceedings, a people's court shall find that the
amendment or the statement does not cause the abandonment of the
technical solution.
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Article 17

In determining whether or not designs are identical or smilar, a
people’s court shall make an overall observation of the design features,
and make a holistic judgment of the overal visible effects from the
view of an average consumer. Where the accused infringing design
does not contain all of the design features of the patented design that
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distinguish the patented design from prior designs, the people's court
may presume that the accused infringing design is not similar to the
patented design; where the accused infringing design contains all of the
design features of the patented design that distinguish the patented
design from prior designs, the people’s court may presume that such
design features have more impacts on the overall visible effects, except
that a party provides evidence to the contrary to overturn such
presumptions.

An average customer refers to a direct purchaser of the accused
infringing product. In determining the knowledge and cognitive
capability of an average customer about a design, the peopl€e’s court
shall consider the design space of the patented design, that is, the
degree of freedom for adesigner in creating the design of the particular
product. In general, wherethereisalarger design space, it is not easy
for an average customer to notice arelatively minor difference between
different designs; where there is a smaller design space, it is easier for
an average customer to notice a relatively minor difference between
different designs.
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Article 18

Where the difference between an accused infringing design and a
patented design is not sufficient to enable an average customer to
distinguish from each other, or such difference is of a customary
design or is dictated solely by the technical functions, a peopl€e's court
shal find that there is no substantive difference between the two
designsin the overall visible effects.
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Article 19

With respect to a design patent of a set of products, where an accused
infringing design is identical or similar to one of designs of the set of
products, a peopl€e’s court shall find that the accused infringing design
falls within the protection scope of the patent right.
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Article 20

For a design patent of an assembled product in which there is an
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exclusive assembly relationship, where an accused infringing design is
identical or similar to the overall design of the assembled product in
the assembly state, a people’'s court shall find that the accused
infringing design falls within the protection scope of the patent right.

For a design patent of an assembled product which there is no fixed
assembly relationship or exclusive relationship among the constituent
parts, where accused infringing designs are identical or similar to the
designs of al of individual parts of the design patent, a peopl€’s court
shall find that the accused infringing designs fall within the protection
scope of the patent right; where the accused infringing designs do not
have a design of any individual parts of the assembled product, or are
neither identical nor similar thereto, an people's court shal find that
the accused infringing designs do not fall within the protection scope
of the patent right, except that the design of such individual parts
thereof does not have substantive impact on the overall visible effects
of the designs of al individual parts thereof.
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Article21

For a design patent of a product that has variable states, where an
accused infringing design is identical or similar to the design of al
usage states shown in the drawings of variable states, a people’s court
shall find that the accused infringing patent falls within the
protection scope of the patent right.

Where the accused infringing design does not have a design of any of
the usage states, or is neither identical nor similar thereto, a people’s
court shall find that the accused infringing design does not fall within
the protection scope of the patent right, except that the design of such
usage states does not have substantive impact on the overall visible
effects of the design of all of the usage states.
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Article 22

Where a right holder claims appropriate fee for a company or an
individual implementing the invention during the period from the
publication date of the invention patent application to the
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announcement date of patent issuance, a peopl€'s court may refer to
laws and regulations about the determination of damages of patent
infringement.

Where the protection scope claimed for by an applicant at the time of
the publication of a patent application is different from the protection
scope of a patent right at the time of the announcement of patent
issuance, in case that an accused infringing technical solution falls
within both scopes thereof, a peopl€e’s court shall find that an accused
infringer has practiced the invention during the above period; in case
that an accused infringing technical solution only falls within one of
the scopes thereof, a peopl€’ s court shall find that the accused infringer
did not practice such invention during the above period.

Where using, offering for sale or selling, without the authorization of a
patentee, aready manufactured or imported products after the
announcement date of patent issuance, and the patentee asks for
stopping the above mentioned acts in accordance with Article 11 of the
Patent Law, a people's court shall support such claim, except that the
implementer proves with evidence that the manufacturer or the
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importer has already paid appropriate fee in accordance with Article 13
of the Patent Law.
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Article 23

Where a product sales contract is concluded according to laws, a
people’s court shall find that it is the “sales’ specified in Article 11 of
the Patent Law.
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Article24

Where a subsequent product derived from the further processing or
treatment of a product that is directly derived from the patented method
is further processed or treated, a peopl€'s court shall find that the act is
not using a product that is directly derived from the patent method as
specified in Article 11 of the Patent Law.
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Article 25

Where a party that knows that its products are raw materias, parts or
intermediary items dedicated to practicing an invention, without the
authorization of a patentee, provides such products to a party that is not
authorized to practice such patent or to a party that is legally exempt
from infringement liability according to laws, if aright holder alleges
that the provider's act is contributory infringement as specified in
Article 9 of the Tort Law, a people’'s court shall sustain such
allegation.

Where a party that knows that its products and methods can be used to
practice an invention, without the authorization of a patentee, actively
induces another party that is not authorized to practice such patent or to
another party that is legaly exempt from infringement liability
according to laws, by ways of providing drawings or passing on
technical solutions etc., if aright holder aleges that the inducer’s act is
of the inducement infringement act as specified in Article 9 of the Tort
Law, apeople's court shall sustain such allegation.
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Article 26

In general, an accused infringer is allowed to assert non-infringement
defense based on only one prior technical solution or one prior design.
However, where the accused infringer proves with evidence that the
accused infringing technical solution is an obvious combination of a
prior technical solution and common knowledge before the filing date
of the patent application, or the accused infringing design is an obvious
combination of a prior design and a customary design before the filing
date of a patent application, a people’'s court may conclude that the
non-infringement defense is established.

With respect to the above defense as aleged by the accused infringer,
the people’s court shall make a finding about the prior technical
solution or prior design based on the patent law that was in effect at the
time of the application date of the patent.
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Article 27

Where non-compulsory national, industrial or local standards explicitly
disclose the information of a patent that is relevant to such standards, if
an accused infringer alleges non-infringement defense by arguing that
no license from the right holder is required for implementing such
standards, a peopl€’s court shall not sustain such alegation. However,
where the patentee violates the principle of fair, reasonable and
non-discrimination and negotiates in bad faith with the accused
infringer regarding licensing terms for the patents relevant to the
standards, if the accused infringer asserts that it shall not stop the act of
implementation of standards based on such grounds, a peopl€’'s court
generaly shall sustain such assertion.

The licensing terms of patents relevant to the standards shall be
decided through the negotiation between the patentee and the accused
infringer; where no agreement is reached after sufficient negotiation,
the parties may ask a people's court to decide. In the determination
of the licensing terms, the people’s court shall apply the principle of
fair, reasonable and non-discrimination, and make comprehensive
consideration of the degree of innovativeness of the patent and the
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utility of the patent in the standard, the technica area of the standard,
the nature of the standard, the implementation scope of the standard,
relevant licensing terms and other factors.

Where any law or administrative regulation specifies otherwise with
regard to a patent in a standard, such other provisions shall prevail.
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Article 28

A people’s court shall find that the practicing of an invention by an
accused infringer for the purpose of private consumption is not done
for the business purpose as specified in Article 11 and Article 70 of the
Patent Law.
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Article 29

Where an infringing product is used, offered for sale or sold for
business purpose without knowing that such product is manufactured
and sold out without the authorization of a patentee, and the legitimate
source of such products can be proved, a people’s court shall sustain
the patentee’s legal claims of ordering above mentioned one offering
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for sale or selling the infringing product to stop such infringement acts;
where above mentioned user can prove the manufacturer of the
infringing product has compensated the right holder for the actual loss
caused by the infringement, a peopl€’s court shall not sustain the right
holder’s claim of stopping the user’s act of use, but the user shall pay
for the price difference between the infringing product and the patented
product.

“Without knowing” generally refers to that the party actually does not
know. However, where a right holder proves with evidence that the
infringer should have known, a people’s court shall not sustain the
infringer’ s assertion of “without knowing”.

“Legitimate source” refers to purchasing the infringing product
through legitimate business activities. The legitimate business
activities include a legitimate purchasing channel, sales contract in
normal practice, a reasonable price, and so on. With respect to
legitimate source, the user, the party offering for sale or the seller shall
provide relevant evidence that complies with business practice and
custom, and if the proof of legitimate source is only the warranty of
defects of right in the contract, a peopl€' s court shall not sustain.
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Article30

Where the infringer stops practicing relevant patents and it will
damage the socia public interest or will cause serious interest
imbalance between the parties, a people’'s court may rule that the
infringer shall not stop the act of practicing the patent, but shall pay
reasonabl e royalty instead.
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Article31

Upon a right holder’s application, a people's court may rule that the
infringer shall hand over infringing products and materials and tools
that are dedicated to manufacturing of the infringing products to the
right holder for disposal, except that such disposal will seriously
damage the value of other items, or the infringing products have been
attached to other items and is difficult to be substituted. Where the
right holder disposes the above items, a peopl€e’s court shall deduct the
corresponding value of such items when determining the amount of
damages.
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Article 32

Where the right holder claims to determine the amount of damages
according to Article 65.2 of the Patent Law, the infringer proves with
evidence actual loss of the right holder due to the infringement, profits
obtained by the infringer due to the infringement, or reasonable patent
license royalty, and the right holder cannot provide evidence to the
contrary to overturn, a people's court may determine the amount of
damages based on such evidence provided by the infringer; where the
infringer fails to provide such evidence, the peopl€’'s court may decide
the amount of damages according to Article 65.2 of the Patent Law.
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Article33

In determining the amount of damages, where the right holder has tried
the best to fulfill the burden of proof, but the account books and
materials related to infringement acts are primarily controlled by the
infringer, a people’s court may order the infringer to provide such
account books and materials related to the infringement acts; where the
infringer refuses to provide without justified reasons or provides
falsified ones, the people's court may refer to the claim and submitted
evidence of the right holder to determine the amount of damages.
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Article34

Where the right holder and the infringer have agreed on the amount of
damages or the caculation method of the damages of patent
infringement through agreement, if the right holder asks to determine
the amount of damages based on such agreement in a patent
infringement lawsuit, the peopl€’s court shall sustain.
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Article35

“Before declaring a patent right invalid” as specified in Article 47.2 of
the Patent Law refers to before the decision date as shown on the
decision of the request for a patent invalidation; the “aready executed,
already implemented or compulsory executed” in this provision refers
to the part that has been actually executed, actually implemented or
compulsorily executed; the “bad faith” in this provision includes the
situation in which the patent applicant or the patentee knows that the
technical solution to be applied for a patent is prior art or prior design
and so on that shall not be granted for a patent right, but still applies
for a patent for such technical solution and obtains the patent right.
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Article 36

Where a peopl€'s court rules to approve the parties application for the
withdrawal of a case based on a settlement agreement, the decision of
declaring a patent right invalid shall not be retroactively applied to the
relevant portion of the settlement agreement that has been performed
before the declaration of the invalidation of the patent; and the
unperformed portion shall not be performed, except that the settlement
agreement is against the social and public interests or the third party
interests.

If the settlement agreement specifies otherwise with regard to the
retroactivity of the decision of declaring the patent right the invalid,
such other provisions shall prevail.
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Article 37

With respect to a decision of declaring a patent right invalid issued by
the Patent Reexamination Board, where an invalidation requestor or
the patentee does not appeal before a people's court within the statutory
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period or the invalidation decision is affirmed by an effective judgment
of a people's court, if a party applies for a retrial based on the
invalidation decision requesting for the revocation of a patent
infringement judgment or a consensual judgment which has been
issued but has not yet been executed or has not been completely
executed by a people's court before the declaration of invalidation of
the patent right, a people's court shall rehear the case after the
verification of the relevant facts; if a party applies for terminating the
execution of a patent infringement judgment or a consensual judgment
which has been issued but has not yet been executed or has not been
completely executed by a people's court before the declaration of
invalidation of the patent right, a people's court shall rule to terminate
the execution of the judgment after the verification of the relevant
facts.

With respect to a decision of declaring a patent right invalid issued by
the Patent Reexamination Board, where an invalidation requestor or a
patentee has appealed before a people’'s court within the statutory
period and the appeal is not completed, if a party applies for a retria
based on the invalidation decision, requesting for the revocation of a
patent infringement judgment or a conciliation statement which has
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been issued but has not yet been executed or has not been completely
executed by a people's court before the declaration of invalidation of
the patent right, a people's court shall rule to stay the rehearing review
and to stay the execution of the judgment or the consensual judgment,
after verification of the relevant facts.
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COMMENTS OF THE AMERICAN BAR ASSOCIATION’S
SECTION OF ANTITRUST LAW, SECTION OF INTELLECTUAL PROPERTY
LAW, AND SECTION OF INTERNATIONAL LAW ON THE PUBLIC
COMMENT DRAFT OF THE SUPREME PEOPLE’S COURT’S DECISION ON
REVISING APPLICATION OF THE LAW IN THE HEARING OF PATENT
DISPUTE CASES

August 15, 2014

The views stated in this submission are presented on behalf of the
Sections of Antitrust Law, Intellectual Property Law, and International Law of the
American Bar Association. They have not been approved by the House of Delegates or
the Board of Governors of the American Bar Association and therefore may not be
construed as representing the policy of the American Bar Association.

The Sections of Antitrust Law, Intellectual Property Law, and
International Law of the American Bar Association (“the Sections”) are pleased to submit
comments on public comment draft of the Supreme People’s Court’s Decision on
Revising Application of the Law in the Hearing of Patent Dispute Cases (“the
Consultation Draft”). The Sections’ comments reflect the expertise and experience of its
members with competition and intellectual property law.

The Sections welcome the Supreme People’s Court’s (“SPC”) efforts to
provide increased transparency and guidance through amending the Consultation Draft
and appreciate the opportunity to provide comments. The Sections’ comments focus on
discussion in Article 21 regarding the calculation of royalties damages.

General Comments

Effective remedies for patent infringement are crucial to promote
innovation and competition by protecting innovators’ ability to reap benefits from their
investments in research and development and commercialization of new products.’ In
order to adequately protect incentives to innovate, remedies should compensate for past
infringement, prohibit future infringement, and deter infringement in the first instance. In
the United States, patent remedies provide three types of redress to achieve these goals:
(1) compensatory damages, which seek to return the patentee to the financial condition it
would have been in but for the infringement; (2) enhanced damages, which are designed
to deter willful infringement; and (3) injunctive relief where appropriate, which seeks to
preserve the patentee’s exclusivity and deter infringement in the first instance.

Patent remedies that undercompensate or overcompensate patentees
compared to the market reward, absent infringement, can harm consumers. Remedies that

! See, e.g., FED. TRADE CoMm., The Evolving IP Marketplace: Aligning Patent Notice and Remedies with
Competition at 140-41 (Mar. 2011), available at
http://www.ftc.qov/sites/default/files/documents/reports/evolving-ip-marketplace-aligning-patent-notice-
and-remedies-competition-report-federal-trade/110307patentreport.pdf.
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systematically undercompensate patentees reduce incentives to innovate. Denying the
ability to seek injunctions in all circumstances can undermine the ability of patentees to
obtain the full market reward from the commercialization of their inventions. Remedies
that overcompensate patentees beyond the market reward can result in price increases if
excessive damages awards are passed on to the consumer. Thus, it is important that
damage awards attempt to accurately replicate the market reward an invention could have
earned absent infringement.

Article 21

Avrticle 21 identifies factors courts may consider when they assess
reasonable royalties damages based on prior licensing fees. It provides that when prior
licensing fees are “manifestly unreasonable,” the court can disregard them.

The goal of a reasonable royalty damages calculation is to replicate the
market reward for the invention in the absence of infringement. It accordingly should
depend on what a willing licensee and a licensor would have agreed to in a hypothetical
negotiation. The seminal case in the United States, Georgia-Pacific Corp. v. United
States Plywood Corp., describes the proper measure of damages as “[t]he amount that a
licensor (such as the patentee) and the licensee (such as the infringer) would have agreed
upon (at the time the infringement began) if both had been reasonably and voluntarily
trying to reach an agreement.”” The central tenet of this framework is the willing
licensor/willing licensee model, under which the awarded amount must be acceptable to
both parties. The royalties must adequately compensate the patentee for permitting the
use while leaving the infringer an appropriate level of anticipated profits from using the
invention.

U.S. courts apply two assumptions when implementing the hypothetical
negotiation. First, the finder of fact must assume that the hypothetical negotiation takes
place at the time the infringement began. This timing determines the information
available to the parties during the negotiation. Thus, in setting a reasonable royalty rate,
considerations such as the infringer’s expected profit and available alternatives are “to be
determined not on the basis of the hindsight evaluation of what actually happened, but on
the basis of what the parties to the hypothetical license negotiations would have
considered at the time of the negotiations.”

Second, courts require the fact-finder to assume that at the time of the
negotiations the parties know with certainty that the patent is valid and infringed by the
defendant’s product or process. This assumption ensures that the patentee, having
incurred the risk and burden of trial and prevailed, is fully compensated.

In constructing the hypothetical negotiation, U.S. courts consider evidence
of market factors that the negotiating parties would consider in determining the royalty

2 Georgia-Pacific Corp., v. U.S. Plywood Corp., 318 F. Supp. 1116, 1120 (S.D.N.Y. 1970), modified and
aff’d, 446 F.2d 295 (2d Cir. 1971).
¥ Hanson v. Alpine Valley Ski Area, Inc., 718 F.2d 1075, 1081 (Fed. Cir. 1983).



rate. Because each technology and market is different, the evidence considered and the
weight placed on each factor will vary based on the circumstances.”

We recommend that the SPC consider amending Article 21 to specify that
courts seek to re-create the hypothetical negotiation and willing licensor/willing licensee
model as the conceptual framework for determining a reasonable royalty. The courts
would then consider evidence of market factors that would bear on the appropriate
royalty. This approach would serve to protect incentives to innovate and guard against
under- or overcompensation.

With respect to standard-essential patents (“SEPs”) on which the SEP
holder has made a voluntary commitment to license on reasonable and nondiscriminatory
(“RAND?”) terms, U.S. courts have considered specific factors to re-create a hypothetical
negotiation between the parties. For example, courts have held that “the parties in a
hypothetical negotiation would set RAND royalty rates by looking at the importance of
the SEPs to the standard and the importance of the standard and the SEPs to the products
at issue.” Furthermore, “a RAND commitment should be interpreted to limit a patent
holder to a reasonable royalty on the economic value of its patented technology itself,
apart fr0m6the value associated with incorporation of the patented technology into the
standard.”

Lastly, Article 21 prohibits the use of licensing fees previously agreed to
in the market with licensees if those fees are “manifestly unreasonable.” The vagueness
of the standard for what is “manifestly unreasonable” could lead to decisions that deviate
from a market-based approach.” To induce innovation and market growth, a patent holder
should generally be permitted to charge whatever price the market will bear.® Absent
evidence that the prior licensing fees were the result of anticompetitive conduct, such fees
that are negotiated at arms-length provide an indication (and may be the best available
evidence) of the market value of the patent.

To the extent that Article 21 refers to licenses that are comparable to
licenses for the infringed patent, such evidence may reliably assist the trier of fact when

4 The Georgia-Pacific court identified a list of 15 non-exhaustive factors. Factor 15 is the hypothetical
negotiation amount and the other 14 factors list categories of evidence. Georgia-Pacific Corp., 318 F.
Supp. at 1120.
Z See, e.g., Microsoft Corp. v. Motorola, Inc., 2013 WL 2111217, *3 (W.D.Wash. Apr. 25, 2013).

Id. at *12.
" Daniel F. Spulber, “How Do Competitive Pressures Affect Incentives to Innovate When There Is a
Market for Inventions?,” 121 J. PoL. ECoN. 1007, 1040 (2013) (“[A]ntitrust and IP policies that weaken IP
rights reduce participation in markets for inventions. Antitrust policies thus should avoid restricting 1P
rights through limits on royalties, technology standards, or market transfers of IP. Limiting appropriability
of IP, by constraining markets for inventions, generates competitive pressures from imitation and
expropriation that decrease incentives to innovate.”).
8 See, e.g., Mark A. Lemley, “Distinguishing Lost Profits from Reasonable Royalties,” 51 WILLIAM &
MARY L.R. 655, 657 (2009) (“The traditional conception of patent protection is to give patent owners a
means of excluding competitors from selling the patented product, thereby increasing their profits and
therefore the incentive of putative patent owners to invent. This traditional conception requires exclusivity;
the value of a patent is accordingly commensurate with the value of the market or market niche it
controls.”).



the patented invention and its infringing use are sufficiently similar to those of the
comparable license. Key attributes for evaluating similarity include the technology, the
rights licensed (one patent or a portfolio), royalty type (running royalty or lump sum),
and terms of the license (one product or many). When a license is found comparable and
negotiated at arms length, it should be considered as evidence without regard to whether
the terms are “manifestly unreasonable.”

Thus, we respectfully suggest that Article 21 be amended to delete this
prohibition and permit courts to consider all prior and comparable licensing fees and not
exclude those deemed to be “manifestly unreasonable.”

Conclusion

The Sections appreciate the opportunity provided by the SPC to comment
on its Consultation Draft. We would be pleased to respond to any questions the SPC may
have regarding these comments, or to provide additional comments or information that
may be of assistance to the SPC.
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