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Just Say “No” to Plagiarism and Respect Copyrights in Original Works--- Another Successful
Rights Enforcement Action
A renowned domestic game company represented by W&B recently won a lawsuit against one of its peers over
copyright infringement and unfair competition. The judgement issued in the case carries precedential value for
regulating game industry operations.
Back in 2013, martial arts and chivalry novel writer Cha Leung-yung (better known by his pen name Jin Yong)
granted the exclusive right to adapt four of his works, namely, the Legend of the Condor Heroes, the Return of
the Condor Heroes, the Heaven Sword and Dragon Saber and Smiling, Proud Wanderer to a well-known domestic game company for use in game programs delivered to mobile devices. In May 2014 the company discovered
that another company in the industry had developed a game entitled Six Major Schools by taking the foregoing
four novels as a blueprint and by employing a great number of forms of expression that were unique to these
novels, all without authorization. Moreover, the suspect company also included relevant elements of the disputed
works on its official website.
The game industry is an emerging industry that has enjoyed rapid development in China in recent years. Although infringement disputes are not rare in the industry, there have been very few precedents concerning infringement of the right to adapt a literary work into a game work in China before the filing of this lawsuit.
Acting as the well-known game company’s agents, W&B partner Yizhou Liu and attorneys Peili Ye and Mengfei
Yu from the Copyright and Trademark Litigation Department drafted a legal action memo specific to game evidence collection and infringement comparison before the hearing, and presented their views to the court by citing
applicable provisions of the Copyright Law and the Anti-Unfair Competition Law.
Ultimately, the court found that the game Six Major Schools used the unique forms of expression of the copyrighted work without authorization, thereby infringing the exclusive right to adapt the copyrighted work. The
court further held that the defendant’s act improperly gained market share for games based on Jin Yong’s works
and adversely impacted the copyright owner’s subsequent game development, thereby disturbing market order
and constituting a breach of good faith and unfair competition. The ruling in this case accurately and distinctively elaborated on the infringement of the right to adapt a literary work to a game program. Even more commendably, the court offered an observation of the ripple effects brought about by IP infringement from the broader perspective of the maintenance of market order. This particular case should set off alarms for practitioners in the
game industry -- any party who incorporates distinctive forms of expression of the work of another into his/her
own game program by adaptation must respect the copyrights in the original work. Additionally, any economic
activity must respect market rules and order and must adhere to the basic principle of good faith in order to avoid
unnecessary legal liability.
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SSE and SZSE Issue Regulations on Holdings Reduction by Major Shareholders, Directors, Supervisors and Senior Managers of Listed Companies
The Notices on Implementing the Provisions on Share Reduction by Major Shareholders, Directors, Supervisors and
Senior Managers of Listed Companies (the “Notices”) were recently issued by the Shanghai Stock Exchange and the
Shenzhen Stock Exchange. The Notices went into effect on January 9, 2016 and were designed to regulate share reduction by controlling shareholders and shareholders, directors, supervisors, senior managers who hold at least 5% of the
shares in a listed company.
In particular, major shareholders of listed companies may not sell more than a cumulative total of 1% of the total shares
of their respective company through call auctions in a stock exchange within three consecutive months. According to
the Notices, after a major shareholder of a listed company reduces his shareholding with respect to shares bought in a
secondary market, any further reduction must comply with the restrictions on shareholding reduction. Furthermore,
when a major shareholder of a listed company reduces his ordinary RMB shares (A shares) and special RMB shares (B
shares) in the company, the applicable measure of reduced shareholding shall be calculated according to the total number of shares issued domestically and overseas, H shares included.
New Rules Released by CSRC to Improve IPO System
The China Securities Regulatory Commission ("CSRC") recently unveiled a set of rules and regulations including the
Decision on Revising the Administrative Measures for Securities Issuance and Underwriting, the Decision on Revising
the Administrative Measures for Initial Public Offerings and Listings of Stocks and the Decision on Revising the Administrative Measures for Initial Public Offerings and Listings of Stocks in the Growth Enterprise Market, which took
effect on January 1, 2016.
The three above-mentioned regulations primarily address the following aspects:
Suggestions for improving the disposal of shares when purchase arrangements are abandoned. Underwriters are allowed to allot abandoned shares to other investors participating in the subscription based on principles that are announced in advance.
Suggestions on improving the current quotation rejection mechanism. When the highest quotation is identical to the
finally determined issue price, the rejection ratio may be less than 10%.
Suggestions on strengthening independence and the disclosure of information about the utilization of solicited funds.
Standards for prospectuses have been revised, and requirements for information disclosure have been added and specified in detail.
The Supreme People’s Court Releases Opinions on Strengthening and Regulating Online Judicial Auctions by
People's Courts
Recently the Supreme People's Court issued the Opinions on Strengthening and Regulating Online Judicial Auctions by
People's Courts (the “Opinions”)
The Opinions explain that the term “online judicial auction” refers to the judicial act of openly and legally auctioning
litigation assets on the Internet by the People’s Courts and that this procedure constitutes an important part of law enforcement. Online judicial auctions must be implemented on the principle of separating enforcement from auctioning.
The Judicial Support Office under the Judicial Equipment Administration Bureau of the Supreme People’s Court is responsible for directing online judicial auctions throughout the nation, while the judicial technical support departments
of local People’s Courts are responsible for the implementation of local online judicial auction work.
According to the Opinions, local People’s Courts must disclose information on judicial auctions by publishing auction
announcements and the results of randomly selected auction agencies and successful bidders on the People’s Court Litigation Assets Network and on other online transaction platforms used by local People’s Courts.
The Opinions also obligate the People’s Courts to promote the comprehensive implementation of online judicial auctions. For the purpose of conducting online judicial auctions, local Higher People’s Courts must select online platforms,
based on actual local conditions, which offer multiple functions including information publishing, online registration,
online auctions and online billing. These platforms must be legally operated and must provide safe, reliable and quality
services. The selected online platforms must connect with the People’s Court Litigation Assets Network to share information and resources. In certain circumstances where online auctions are not appropriate or where proper conditions
are not in place, onsite auctions can be conducted.
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Eight Revisions in the Measures for the Administration of the Recognition of High-Tech Enterprises
The Measures for the Administration of the Recognition of High-Tech Enterprises (hereinafter the “New Measures”) came
into force on January 1st, 2016. The New Measures incorporate the following eight major revisions:
Revision 1: IP rights acquired through exclusive licensing have been cancelled.
In contrast with IP rights acquired through independent research and development, assignment, donations and merger and
acquisition, IP rights acquired through “sole licensing” refers to rights acquired by executing a sole licensing agreement.
The State Intellectual Property Office no longer recognizes sole licensing agreements involving the licensing of overseas
IP rights within China, because the administrative authorities find them difficult to verify. In this circumstance, the New
Measures cancelled this type of IP rights.
Revision 2: Requirements for the ratio between scientific and technical personnel and research and development personnel
have been liberalized.
According to the New Measures, the original provision that “scientific and technical personnel shall account for over 30%
of the enterprise’s total employees in any given year” has been revised to “scientific and technical personnel shall account
for no less than 10% of the enterprise’s total employees within any given year”. Meanwhile, the restriction on educational
background to “junior college and above” and the provision that “Research and development personnel shall account for
over 10% of the enterprise’s total employees in any given year” have been deleted.
Revision 3: The proportion of research and development expenses has been reduced.
The proportion of research and development expenses is one of the core indicators in the recognition of high-tech enterprises. The New Measures reduce the previous three grades to only two grades that use RMB200,000,000 as the dividing
line and set the two proportions at 4% and 3%. Specifically, 4% applies to all expenses of less than RMB2000,000,000,
and the original proportion of 6% has been deleted. This revision aims to encourage scientific and technical innovation and
development within small and medium-sized enterprises, so that these enterprises can also apply for high-tech enterprise
status.
Revision 4: Annual enterprise income tax returns have has been added to application requirements.
The application materials submitted for high-tech enterprise status must include annual enterprise income tax returns for
the three most recent accounting years. Meanwhile, stricter requirements are imposed on the tax standardization of enterprises, i.e. internal logical consistency must be reflected among the enterprises’ tax returns, accounting statements and
other materials submitted for the past years.
Revision 5: A completed Statement of Annual Development has been added to annual filing requirements.
The New Measures stipulate annual filings by high-tech enterprises as a statutory obligation. What needs to be stressed is
that according to Article 19 of the New Measures, “If an enterprise fails to complete a Statement of Annual Development
for two separate years, it shall be deprived of its high-tech enterprise status. Pursuant to this provision, an enterprise deprived of its status shall reimburse the high-tech tax incentives it has already enjoyed since the year in which the foregoing
failure occurred.”
Revision 6: Failure to report changes in information such as enterprise names will result in cancellation of high-tech enterprise status.
In addition to cancellation of high-tech enterprise status, such enterprises will also be required to reimburse high-tech tax
incentives that they have already enjoyed since the year in which the foregoing failure occurred.
Revision 7: Major regulatory violations by high-tech enterprises will result in cancellation of high-tech enterprise status
and tax reimbursement.
Since in reality high-tech enterprises may be deprived of their status for minor violations, the New Measures pay more
respect to the various differences in enterprise operations, and are therefore fairer and more reasonable. At the same time,
administrative authorities will enjoy more discretion than before. The rule under the Original Measures that high-tech enterprises deprived of their status under statutory circumstances cannot apply again for five years has been deleted from the
New Measures. Furthermore, the New Measures provides this issue is to be governed by the Tax Collection and Management Law, thereby supporting the principle of law-based taxation.
Revision 8: The publication period has been shortened from 15 business days to 10 business days.
For this reason, it seems likely that the evaluation and review process will greatly accelerate beginning in 2016.
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