European Chamber
p IR S R 2

Criminal IP Enforcement In
China:

From IP Owners’ perspective — Some

viewpoints from European Industry in China.

AR R E AR AU = A TE
—— ABGH AR = AN A A B £

Elliot Papageorgiou
National Chair - EUCCC IPR Working Group
B, PEREFSMIRSNITELAERE

2 December 2021, Online
20214F12H2H, %




Overview:

Criminal IP Enforcement in China — trend over last 5 years*

Criminal IP Enforcement in China — trend between provinces*

3. Criminal IP Enforcement Advantages compared to other modes of IP enforcement — and
when does it work?

4, Criminal IP Enforcement Disadvantages - what can be made better?

5. Criminal IP Enforcement — How to make it even better?

*The data are based on the reports on the Status of Judicial Protection of Intellectual Property
Rights in Chinese Courts published by the Supreme People's Court
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1. Criminal IP Enforcement: trend over last 5 years
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1. Criminal IP Enforcement: trend over last 5 years
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1. Criminal IP Enforcement: trend over last 5 vears

First-instance Criminal Cases Concluded

HENRIEMRERHE—FEH 3903 3642 4064, 5075 5520

Crime of Counterfeiting Registered Trademark
BREEMEiRE 1793 1687 1852 2134 2260

Crime of Selling Commodities Bearing Counterfeit
Registered Trademark

HEREIMEFRNERE 1543 1494 1724 2279 2528

Crime of Forging and Selling Representations of the
Registered Trademarks Without Authorisation

FEESE . HEIEEF BT EIRIFIRE 311 260 305 423 395
Crime of Counterfeiting Patent
(EERRIE S 5 1 2 1 2
Crime of Copyright Infringement
(2RI EENTE 207 170 136 191 273
Crime of Selling Works Reproduced by Infringing on
the Copyright
HEERNESmE 4 il 6 8 17
Crime of Trade Secret Infringement
RILHUBERE 40 26 39 39 45
Second-instance Criminal Cases
Concluded
HENFRLARPHE_"ERG 812 540 668 807 854

» W—EHRN EIFRRMRE, FELI5-21%0EER.
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2. Criminal IP Enforcement: trend between provinces
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3. Criminal IP Enforcement: advantages ...
MRS EN LS.

1. Highest deterrent effect - due to severe penalties (by way of illustration ...)

* Crime of counterfeiting the registered trademark
* Up to 3 years imprisonment and penalties
 lllegal revenue more than RMB 50,000, or illegal profit more than RMB 30,000.

e Counterfeit more than 2 trademarks, or illegal revenue more than RMB 30,000, or illegal profit more
than RMB 20,000.

e 3-10 years imprisonment and penalties
 lllegal revenue more than RMB 250,000, or illegal profit more than RMB 150,000.

e Counterfeit more than 2 trademarks, or illegal revenue more than RMB 150,000, or illegal profit more
than RMB 100,000.
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3. Criminal IP Enforcement: advantages ...
MRS EN LS.

1. Highest deterrent effect - due to severe penalties (by way of illustration ...)

* Crime of Copyright Infringement
* Up to 3 years imprisonment and/or penalties

* lllegal revenue more than RMB 30,000, plus (i) illegal revenue more than RMB 50,000, or (ii) more than
500 reproductions distributed.

* up to 10 years imprisonment and penalties

 lllegal profit more than RMB 150,000, plus (i) illegal revenue more than RMB 250,000, or (ii) more than
2,500 reproductions distributed.
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3. Criminal IP Enforcement: advantages ...
MRS EN LS.

1. Highest deterrent effect - due to severe penalties (by way of illustration ...)

* Crime of trade secret infringement
* Up to 3 years imprisonment and/or penalties

* The amount of loss caused to the right holder of trade secrets, or the amount of illegal income arising
from infringement more than RMB 300,000.

* Up to 10 years of imprisonment and penalties

* The amount of loss caused to the trade secret owner, or the amount of illegal profit arising from
infringement is more than RMB 2,500,000.
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3. Criminal IP Enforcement: advantages ...
MRS EN LS.

. Broadest geographic / cross-jurisdictional impact

Possibility of eradicating whole networks of counterfeit production and sale.

* PSB has the power & authority to investigate entire networks of counterfeiters and seize evidence,
machinery & equipment used for producing and selling counterfeit goods, etc.

. The most effective and comprehensive means of evidence collection

Criminal enforcement, by virtue of the use of public authority, is more likely to result in a comprehensive
collection of evidence — at various locations and inter-provincial, especially in cases of covert infringement
of IP rights, such as infringement of trade secrets.
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4. Criminal IP Enforcement: disadvantages ...
MRS ENNL ...

. Costs: can be higher than civil litigation — depending on proactiveness and workload of relevant PSB

. Duration: timing is indeterminate whereas courts generally have specific time-limits from time of accepting
complaint

PSB: Period of considering complaint and requesting further evidence before case is even accepted: several weeks
to several months; Period of investigation: 2 - 7 months from the date of approval of arrest.

Procuratorate (PP): 1 - 6.5 months (including the period for additional investigation by the PSB) from the date of
submission by PSB to PP for examination and prosecution.

Criminal Tribunal: 20 days - 2.5 months from the date of receiving the case.
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4. Criminal IP Enforcement: disadvantages ...
MRS ENNL ...

. Reduced control over enforcement process...

 In Civil litigation parties retain control over enforcement process.
* In Criminal enforcement, some internal PSB process are not as transparent for IP rights holders.
* If PSB reluctant to proceed with a case, it can be difficult to push the case forward.

 Criteria for transfer of cases from other administrative authorities (e.g. AMR — Administration for Market
Regulation) not always clear so transfers are not always straight forward.

* Case transfers can appear to be arbitrary and, in some cases PSB appears reluctant to receive leads from other
authorities, thus resulting in a lack of incentive for other authorities to transfer leads due to the high cost of
communication (with the PSB).

3. AN LN R TIENERERRE. ...

AERFIFAS, SEANENHEEZHE ESHEEN.

EREHUES, ALK —LE R EREE X FIR =BT A K5 b 2R .
WA NEUREE S W ERDHERFNERTERTZRBA LR ENE.

HEMTEYX (NMTHEERS) BRXEANFEENEHRZ —ENRATH YT, SBHMAVXBRZEHANL R XEK
RENRENFE—EER, TBiFE.



4. Criminal IP Enforcement: disadvantages ...
MRS ENNL ...

4. Reluctance to take on borderline cases
* Where threshold met but not exceeded by a material amount...

* For some new and rare legal issues, such as the separation of goods and labels, the PSB may have reservations
and make lack incentive to initiate investigations on its own.

* Trade Secrets cases appear to be more challenging to launch for foreign trade secrets owners...
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5. So, how to make Criminal IP Enforcement even better?
X R RIS RE TER—EZIN

1. Ensure greater allocation of enforcement resources to small and medium-sized brands

* Frequently in-depth investigations are required before evidence is deemed sufficient by PSB, thus brand owners
may have to invest substantial resources and expertise which may not be affordable for small or medium
brands/SMEs.

2. Strengthen the right holder’s role in the whole criminal enforcement process

* Improve the transparency of process for case acceptance - PSB has sole discretion to decide whether to accept a
criminal case, transparency for such discretionary procedure should be increased.

* Maintain strong communication channels with the rights holders - Once the PSB accepts the case, right holders
would have little control over the investigation and case development. Even more timely communication between
both parties may help in proceeding with the case.
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5. So how to make Criminal IP Enforcement even better?

Xt F e E IR RIS E TR —EEN

. Strengthen the right holder’s role in the whole criminal enforcement process (cont.)

Improve the litigation rights (in criminal proceedings) of the right holders — Enhance rights holders' role at all
stages of criminal procedures, including access to case-related files, attending court hearings, providing sentencing
input and recommendations on the case.

. Avoid the “special project’”’ approach / emphasis to cases

PSB sometimes appears reluctant to accept and proceed with cases unless there is a special project mandate by
superior authorities.

It is recommended that criminal actions be conducted more regular and routine while retaining special projects.
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5. So how to make Criminal IP Enforcement even better?

Xt F e E IR RIS E TR —EEN
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4. Better coordination between administrative and criminal procedures

* For cases expected to be transferred from AMR to PSB, the criteria for transfer should be more clearly
and properly implemented.

* Itis again recommended that PSB, the Procuratorate, and the rights holders improve communication on
the application of the law, and case facts.
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Further information &

Questions?
EZEEAERA?

https://www.europeanchamber.com.cn/en/home



https://www.europeanchamber.com.cn/en/home

Thankyou!
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Elliot Papageorgiou
elliot.papageorgiou@gowlingwlg.com




