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Exposure Draft on the Revision of China Trademark Law, issued by State Council September 2nd 2011
On Sep.2, 2011, the Legal Affairs Office of China State Council published the Exposure Draft on the Revision of China Trademark Law, seeking the public’s comments and opinions.
The concrete revision was undertaken by the State Administration for Industry and Commerce (“SAIC”). SAIC is the highest level of Trademark Enforcement agency in China.
This published draft will be further modified after consulting the public’s opinion. After that, the State Council will report to the Standing Committee of the National People’s Congress for approval to make the Draft an effective law.   

According to the SAIC, the revision is conducted, among others, with three major goals, A) to shorten the lengthy period of Trademark Authorization and Adjudication; B) to solve the problem of the misuse of the Trademark Opposition procedure; C) to enhance the punishment level of trademark infringements. The Goal A is embodied in Article 21, 22 and38. The Goal B is specified in Article 36. The Goal C is specified in Article 64 and 67.  
The most important legal aspect of the new Draft is follow as:
Article 8 states that “Color” or “Sound” can be registered as trademark. In the existing 2001 version China Trademark Law (“2001 Trademark Law”), only the “Color combinations” is allowed to be registered as trademark. The Draft makes it clear that a single color is also allowed. The “Sound” is firstly introduced into the Law, and is important news for these big companies such as Microsoft, which can finally register their famous Computer start-up sound in China.  

Article 10 item 7 states that “deceitful mark that could cause public confusion regarding the quality or origin and other characters of the goods or services should not be used as trademark.” The 2001 Trademark Law on the same clause said that “those constituting exaggerated advertising and are deceitful should not be used as trademark”. The Draft gives a definition of the “deceitful mark”. 

Article 11 Paragraph 2 regulates that “should the marks listed in the item 2 and 3 of the former Paragraph have, through usage, obtained distinctive characteristics and can be easily identified, they may be registered as trademarks”. The former Paragraph states that “those marks should not be registered as trademark 1) those only having the generic names, designs and models of the commodities concerned; 2) those simply directly indicating the quality, main raw materials, functions, use, weight, quantity or other characteristics of the commodities concerned; and 3) other situations in which those lacking distinctive characteristics.” In the 2001 Trademark Law, the underlined item 1 is also generously allowed to be registered after they acquire distinction through actual use. The Draft abolished it. In our opinion, this abolition of the underlined 1 in the Draft is reasonable because the parties cannot actually make a generic name distinctive though usage, and even if one party acquire registration for the generic name, other parties could still use this name under the doctrine of fair use.

Although there have been many opinions on revising the well-known mark clause, the Draft did not mention it at all. The Draft only added a new Paragraph 14 stating that the recognition of well-known mark should only be conducted under the request of the parties to the case in question. This was already the practice in China though legal interpretations of China Supreme Court. 

Article 21 allows the application to be filed via electronic method. However, the concrete methods need to be determined by the SAIC.  

Article 22 allows one application to cover multiple classes. However, the concrete methods need to be determined by the SAIC.
A new article was added in the Draft: the Article 28. This article requires that the trademark agents should work with due diligence and the government should strengthen the supervision of trademark agents.

Paragraph 34 is the most significant change in the Draft as stated above:
Paragraph 34 (Scheme 1)

Anyone applying for trademark registration may not damage the other existing rights of others obtained by priority, neither may it register, in advance, the trademark that has been used by others and has become influential

(Scheme 2)

Anyone applying for trademark registration may not damage the other existing rights of others obtained by priority, neither may it register, in advance, the trademark that has been used by others and has become influential
If an application, on identical or similar goods, is identical with or similar to the prior mark of others that has been used in China, and if the owner of this application has explicit prior knowledge of the prior mark because of territory factors, or because he had been in contractual, business or other forms of relationship with the owner of the prior mark, this application should be refused.

If an application, on different or dissimilar goods, is the copy of a registered trademark that has relatively higher level of distinction and is influential, and this application is easily to mislead the public, it should be refused.

Note the underlined “other”, the mentioned principle was already apply in practice in China. It means other existing rights than Trademark Rights such as copyright, trade name right. 

The Paragraph 2 of Scheme 2 is positive change for the Trademark Law system. This paragraph concerning the trademark pirates, many are those who the Client once worked with. This Paragraph is going to solve this problem.
The Paragraph 3 of Scheme 2 has generated great dispute. It allows a normal registered mark to have as strong power as a well-known mark in repelling pirates. Traditionally, only registered well-known trademark can enjoy the protection on different or dissimilar goods. The Draft, although imposed certain prerequisite restrictions to a normal registered mark, still is too radical to be accepted.

Article 36 requested that only the prior right owner and the party have related interest could oppose a published application. In the 2001 Trademark Law, any party, any third party could oppose a published application.

Article 36 also limits the grounds, the Opponent could argue to “Relative Grounds.” In the 2011 Trademark Law, the Opponent could argue both the “Absolute Grounds” and the “Relative Grounds.” The Draft mentioned the “Absolute Grounds” in the following articles: Article 10, Article 11 and Article 12. Article 10 forbids the marks that are deceitful or could damage national interest. Article 11 forbids the marks that are not distinctive. Article 12 forbids the marks that three dimension marks that are not distinctive. The “Relative Grounds” refers to Article 13, Article 15, Article 16, Article 31, Article 33 and Article 34 of the Draft. Article 13 is well-known mark claim. Article 15 forbids agent to pirate their principal’s mark. Article 16 forbids misleading Geographical Indication (GI). Article 31 and 33 are the first file principle. Article 34 protects prior rights and forbids trademark pirate. 

According to the Draft, trademark opposition could only be filed by substantial interest related parties replying on their own rights. At present, any party could file opposition replying whatever grounds will be gone. 

Through various Articles, the Draft extends the period of appealing a decision of Trademark Office to Trademark Review & Adjudication Board to 30 days. It was only 15 days in the 2011 Trademark Law.
Article 38 Paragraph 2 terminates a failing opposition procedure at the Trademark Office. According to the Draft, if an opposition is rejected, the Trademark Office should issue registration certificate to the application. The Opponent could only file dispute to the TRAB if he is not satisfied. In the 2011 Trademark Law, if the opposition is rejected, the applicant or the Opponent could appeal an opposition decision of Trademark Office to TRAB, then to the Court. Therefore, many parties with competing interests make use of the existing procedure to stop the registration of an application of their competitors. Some marks got registration certificate ten years after their application date because of the lengthy opposition procedures, by then, the market chance has gone or wasted to infringers.     

In the Draft, if the Trademark Office grants an opposition, the applicant could still appeal to the Court. 

Article 51 states that “The trademark use refers to, for business production or operation purpose, affixing trademarks to commodities, commodity packages or containers as well as commodity exchange documents or using trademarks to advertisements, exhibitions and other commercial activities.”. This Article is actually introduced by the Regulation for the Implementation of the 2011 Trademark Law. The underlined “business production or operation purpose” however is newly adopted. This is a critical change for the trademark non-use cancellations. The use of trademark must be for business purpose, and by implication, the use should not be nominal and in small quantities.  

Article 64 authorizes the AIC to reinforce the punishment level if the infringer commits trademark infringement over two times (inclusive) within five years.             
Article 67 raised the Statutory Damages from CNY500000 (Approx. USD78600) to CNY1000000 (Approx. USD157000). 

The Article 64 and Article 67 respond to the needs of enhancing the punishment level of trademark infringements.

 
However, this new clause does not mean that every complainant will obtain the highest amount of damages. Because the Article 67 Paragraph 4 requests the complainant to provide evidence of use of a trade mark in China for the past three years, start from the last juridical decision. Based on the opinions of China Supreme Court and many legal experts, a registered mark with limited use or no use in China does not deserve a high damages.  
Conclusion:

This Draft is a great improvement to the existing Trademark Law, and confirms the Chinese Government’s promise to protect IP rights. Nevertheless, there is still shortcomings with this Draft, and that is why is opening to the Public for opinions. We welcome any suggestions, opinions and ideas, and will make our won suggestions to the State Council before Oct. 8- which is the deadline set by the Council.  
For more information, please contact us at ip@ctw.com.cn        
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